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PELEHE
202146 430 H

PELHE
2020 4F12 431 H
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FRB PR FEIRE PR R RECEN R Bl e
B BHAEAT % M E T % M AH 7T %
TEARAT B FoAl B RN AL 2 25 3 I
TE AT 384,905 0.80 396,985 0.72 304,937 1.09
i P98 S AR 45 T A 864,470 1.01 760,112 1.21 750,579 1.83
BB S AR K T 1,603,613 1.52 1,557,033 1.66 1,477,759 2.52
FHoAfth B BB 17,654 0.70 9,257 1.55 27,636 1.09
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HEMrE (733) (429) (408)
SR S FARIK TR AR U 25 15 PR 4 (1,197) (1,178) (1,311)

20214 B4R, DU HABIK TG R 19 3R & T 11.9742 78, R T1.144270K8.7% « 55— W BOR{E 1E %5 1§ 3R I T
0.4012.7t, LARFIINI N 3R%H#ET8.3114 70 - 20214 AR BUHE AR S 50008, 0 b4 R AR B 27 S 8 e i o
AT SR VR 0, 8 SR HUNME BRI S H e SR & SR . 38 P BOR B E & O IR HE T 5.0412 7T, I ELIG i m
432178, EERWAETW Koy W% 7 e R . 55 =P BOddi i S IR % AN 7.3342 e, R M3.2512 7, L8 M T
BT RE B BERER T, SIBEREINN . &) R A B ST A N0.15%, B BAERI T k3 mi. #ZE 202146 H30H ,
SGTRRIRAE e 0T 25 P DS R L 90.58%, R BE BT e ik % B k) B L2 090.64%
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TR LR HA . A RAPERRTE SR TRMEL 4 B A8, 75 W I 55 BORHIE 19, A 0% TR ZRTIN
BRI AT KA A 2 B B b S A DR RS IR, 375 L v 3910 55 BORLBR A 33

b a1

20216 30 H 202012 H 31 H
BMH AT, Ao BRS R (%) AR Akt (%)
PEAF I < AL RRAT B oAb <5 ROV LR 2 5 4 K e SIA T 545,564 14.9 463,081 14.7|
AU AT BX BORF A7 T HIE B 45 197,650 5.4 189,550 6.0
UEFF P ARG 55 T A 928,928 25.5 822,614 26.2
DR A K 757 1,747,188 47.9 1,499,808 47.7
I & %7 M L 64,585 1.8 65,244 21
Fefh B 2 165,434 4.5 104,233 3.3
B e B 3,649,349 100.0 3,144,530 100.0

1. RS R ARG TR AR08 R LA TAEAR AL v A3 28 2 Rl 587
2. b B OAEAT A SR T H . B AT A BT . RSB R BB o

HZE20214F6 H30H , AL B Ll S5 WGk BIER, XF 58 7 K A TR0 KA B M e . Ik, fEAS (B b bin) &,
X SEFEM BRI H BEAT A, DB AT A

HE20214E6 H30H , AERI B 2 AL HE T36,493.4912 70, B LFARMKHENS,048.19127C8016.1% . FEAr Il M AEARAT M Hofh
REBLRA 2 G5 4% I e A TS N7 11824831270 8017 8%, T E M TAMUANL 2 854 T b ARS8 L Mt 53 95 TR N 111,083.1442
JeEK12.9%, FEE i T A E T BURA R 6157 S 5240 s DU M A IK IS 138 T 2,473.8012 70 516.5%, Mo 2 AR I K T
2,470.331270516.5%, 51 5 SE 4R R Nk 119.2012708019.5% o JLAR B3 P17 it 11612.0142 50 858.7%,  H1 T3 B A Wis s im, 4
PSS o A5 BB R B SRR, ARG 3R 7 B AU 32,619.6012 7T, B LEE R K3.8%.
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WwHE AT, B RS KB g (%) KA dE (%)
TER U 5T 1,211,974 69.5 990,849 66.2
SN 744,518 427 540,589 36.1
A 467,456 26.8 450,260 30.1
5 5y il 83,850 4.8 66,497 4.4
TEAUE LLAMETFH 2 BEaKk 448,465 25.7 439,910 29.4
&R R 1,744,289 100.0 1,497,256 100.0

20214 B4R, ALREIER. KEXERHE =R EI0E, KERSR S TR, ROATEERS ARG oA ol m
MANESIRS, SRR E R KT R RTINS T AR R AR, BT TR R ] TS AR U 1
B BAttbin s, BBl 5. RS BTG e, s E SRR BTl HERIXK R R, AR LA
SRPH, W, ACERE RS T DR B ST T HAT R AL, B U MR 5 —. 20214 L4, B/ 08
HKHET2,470.331270K16.5% 24 117,442,892 7T, #87) BHA KT BER B2 B 31, IR BEAH SR mA 5 I8 ik 117 918.4612 70 546.1% .«

FEF WAL 2 ek b M12,211.2502708022.3%, R\ 33T i i 72 D3 s mi) i ) 1 746.7 % .

TRl AT K N 2,039.2912708k37. 7%, M KIFAMNLA SR YLt . BOlRHL. @Rl k% Z & AT G H i
RE . AR UWET IR BRI, R Rl YR 49.0%
A NG ETHHET171.961270803.8%, FE ik B M b K sl

B py it LM 173,53/ 708026.1% . EAF I LAAME T 2 SEkg it 11 85.5512 70 8K1.9%, T2 ZERE7E A M (3 A Dk I



@ ¥ 8 frmm)amad

BANK OF CHINA (HONG KONG) LIMITED

EEBEM R RO (82

Wk R R
WM E TG, HotERsN 202146 H30 H 2020 £ 12 A 31 H
TR 1,744,289 1,497,256
FEIE S R TE R L R 0.29% 0.27%
SR 10,200 9,172
S JRRAE HE A X B PR K LR 0.58% 0.61%
LB — HREREHEMAIGH LR ? 0.02% 0.01%
SRR — R IR ? 0.27% 0.23%
FiEgHE AR A
202146 A 30 H 2020 £ 6 1 30 H
{5 R — kR 1.58% 1.88%

1. RTINS [aE AR TR RSB 5 B B R T R R B 18
2. R EAAREIAEL 3 A 2SS TR R L.
3. MO LR D S P O S A0S ST A ST 2443 R IR R B

WP, TR SN O, BRGNS MK, SR AT AT T X IR R, AR AR 7 S 4% TR B B A, RRAAR TR
EEL, DMARRRR T R R . 2021456 H30H , RrE oy KEIRAE 2 2 N SR AR AU T50. 774476, 5 R AEAR BN 1110.8312
TG HEE R EORE K L F0.29%, B AR EFF0.02N B 4 AL THER VT A R S (VR 43 2R BB YRR L 3 0M0.32%
SRR AEHE & 2 P TR LR N 0.58%, 1D A St i R i s 1) L 3R OM0.64% o B 3% BRI R L & FE AL BR AR L 3R 0M0.02% o
20214F F4F, A5 H RETHIMIK L% h1.58%, 1%4F T #k0.30 H 43 M.
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202146 H30H 2020 4E12 1 31 H
WM E G, HAr RS 85 HH (%) RH A (%)
R HAAE K S A SRAF 2K 781,572 29.1 315,056 14.4
s 1,191,307 44.3 1,149,352 52.5
SEIA K R RN A K 716,460 26.6 725,914 33.1
S AE 2,689,339 100.0 2,190,322 100.0

20214F b4, AL R T w2 P B A, IR S BURL . KRB A SRATAER T RS AR, SO AU BIL

SR BB BT GRAT S L 55

» B SRR AN, JERREME TR ECEEI . GRS, B, St s E2y, soesr

AR, AN A TSR A I FAFTRRMEI K . 202196 H30H , &/ Pk MAA M T126,893.3912 7T, 5 LA KN 1114,990.17
12768%22.8%, Fhor N HTRIK BE Rt 3l I REAE SN 5 W HEHC5.1%, L P B AT R AT 6 25.6%, R & FA ETF3.7%, &
Wi R BB RNAE KN T B 1.3% o IR BE VAN L ) B e I ) S A 7K o N 68.9%, B SRR T2 AN A R

RRATRFN SRR E

WwhE T 202146 A30H 2020 #£12 fJ 31 H
A 43,043 43,043
= LA i A 38,465 38,105
AL B i & 2,654 3,733
e 6,665 4,780
e Sk % (868) (503)
BEAE A 194,101 183,634
it & 241,017 229,749
ARAT BRI o A s 25 S 20 284,060 272,792

B ZE20214E6 H30H, AHUTI AR G BASHIig £ SAUyHE 112,840.6012 70, e ARSI T 112.6812708i4.1%. B B Al i b
TH0.9%. N TEAZ R T FE, 2R AT M AN LA T ER AT A ATl st 2 155 TR . W% E7139.4%, =
TR HIEEME EERIKSE.7%.
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BMEATE, A5 kRS

20216 30 H

20204F12 H31H

TR ISR Er BEA

BB — R BEA 225,551 216,542
WO PBEA 23,476 23,476
—RBEA 249,027 240,018
THHAR 30,786 29,558
HBA 279,813 269,576
PR AL B 7= S5 40 1,413,929 1,220,000
WA — P BEA AR 15.95% 17.75%
— IR A LR 17.61% 19.67%
BEA % 19.79% 22.10%
BiZ20214E6 130 H , FHIEMAL —FBA Je — B EA D ME_EFEARIEKA.2%/23.8%, 112021 LPEERH B B PR EFERIGK

3.8%. MU INAL B = 18115.9%, FEHE P SEHG KA 5,

PR O3URT 3 B R B A R IS R o S A —

PBEAR O J— 5t

AL N15.95% K 17.61%, BRALFRIN19.79% . ALRIFFLEMEF BEAREL], FREFEBRIBEAIKT, BRI S5 T80 R LT

R AR [T o

RSN PR o R R A e B i A R

2021 4 2020 4
WAk 2 bR AT

By 134.09% 150.45%
o T 134.20% 131.38%
o = I NEH 130.98%
U REH 132.76%
2021 ¢ 2020 4

Fa s R e bR (0 Z S R A5
o 124.90% 116.60%
R 118.50% 117.49%
o= T FEA 115.30%
EUESE AEH 125.31%

AAEBIR AN MERAF R - 2021455 2422 8 A U 31 1 78 i LU < PO P S5 B R B i A L A ) 22
BB, 420214 55 — 2 FE AR E WG Al bl 3R A8 2 1 T 1
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2021 F L4, AEUIESE [ KN —RICRATRE] Wng Hbx, PRI IR Ak, i iims i, LIt i
RIAE, Bol SRR, ETEMESRIFRRRME. 85 (75, the, 8R] (ESG) MY, MNARGOEM, MR85
BERRE. RTINS, RBEEAAL WS 1. RS A AE, RIISCRFEIROGE X @B IPRAR B X A fey, A% X
SRR, LA gl S HERI R A R SRR R, TR B A A

W45 SRR
5 SRR BT A

Feiepk s 2021426 5 30 H AELEE E 2020 £ 6 H 30 H
WM E G, B HERAE &5 kL (%) KX HE (%)
N NERAT 3,652 23.3 4,352 23.1
AV ERAT 6,713 429 7,158 38.1
Tk 4% 5,037 32.2 7,169 38.1
Hofih 247 1.6 137 0.7
Tt i R 15,649 100.0 18,816 100.0

TE: FEAN A SR ORMIE L R I 55 BORHI: 36

MNBAT

W55 Mk 5t
2021 4 B4, D AHATERBUHTE A N T 36.52 1278, #5F R b#ET 7.00 12708k 16.1%, T2 i T B, 3873 ki
{595 T D2 NI, DA B H R L 4 8 4R 6 I D 1A

R BN T 40.6%, EZFE AIZHFITR T B M 22004, (B BRI DTN 208038 . TRk MOOERRCT S AT IR . 1 55
RGBT 24.3%, EERKREYHF TS TVRARYE, RELZHE LT, waliERaLMERNIE KR, BUERE. ST
el BT SRBOREMERIF R AET 0.67 1278, %W 5.63 12, EERFWHEMBUREMSH N, il
HER IR -
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W B EEHEIL

RiFL EE TS, RAFERIHER

PSR R A 2 A TR |, SREE BRI AR BEIR R I AT ALIBE 2 oSS, R R s B RN,
2z e fEHER [RM Chat] gy, [RAWME] %0 & FHURT I 5% 0 2B BUBER IF P BUARAT LS5 . 0% 2021 4 6 K,
[N E | 2 P B L AR AR ARG, )7 FERR R — 25 K ARARIE & BB 1A CRIS A PR A R T 20 A R AR NS TR
i, A R EN SR SRR R T HRIE R, IR R AR e, PO N AN R g E
AR, SIAKRMMP B RGP N A, T TEWEZR] FHS ARSI, Dk —. PR, L msy
QX i JCSE R BNV S5, R T T ARENCF SR TR A E. i L R RR R, 2021 S R, 2 Ltk A S R
ER DT NI 2.6 £ BB AR R, o U RIE, fFRERR R, BnG s R R R T E AL
Wi, pREERSR IR 4 G2 [ FHEA AT 2021 ) [ sUBREDARIERAT AR ST St ) K [ S BERATIESR 55 i ] 2

T,

AEBMNRTI SRR D K. B SRR N AN RALRERD), U mm e M, veims ) LR A ZIREE WA
AT IS5 BINOR 2R (i X ESG S TC R BIN T BT AU ST » PLAL T NARAT £ SR BT S I & 17K 7™ i BRSSPIl B AL R e
I HIR LA BAREBE, TR TR NRAT XA HE RIS X R AR IS BEF, 2021 4 6 KR, R NHUAT A LR 7™ S B L8
K ETF12.3%.
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= AR, RS AR TR R

FNRIEZNE TR, IE BT ACRAT A . W RS X BURF HESD A i B BT i, AR E R T [R5 ] Fsh I
3o SRS S BT FHURAT T, ASRE FHUF &M, AR S A TR BRI IE], 9% s R o i) £
TR IR X BT AAT iBond MK G, SRETHURIT. M LARAT. BRAL A ELMTERIBEA0AE, BB
R R, )RR B TR . SR R B S R K S, HEH TAHLRAT [PlanAhead &' - ok ) —ufist
I w SRS, N P R R R E BN TSR W B A A A B BB H bR, BB B AL R . AR B
TIRACHR TSRS, AR RPN B =], T BT HUS IR UM B T Dhae, SRt Bol e 2 st i, #ahs
TR Z T 5. 2021 £ LR, PHRATE HBHUEFE R 5 LT N, SR BT b R 45 3 B4 3™ sh e 4 L IRE
o & WHE R WA, HREFEIE (ST SOR) 279 [ERyLaR3 2021 1) [HEERATREAR ] sk
Fo CIEMBEY AUk [2021 4 A ERAESEGHRT ] 200,

B TR, RIRERS R
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Management Discussion and Analysis

CONSOLIDATED FINANCIAL REVIEW

Financial Highlights

Half-year ended Half-year ended Half-year ended
HK$'m 30 June 2021 31 December 2020 30 June 2020
Net operating income before impairment allowances 24,140 24,753 27,983
Operating expenses (7,304) (8,444) (7,331),
Operating profit before impairment allowances 16,836 16,309 20,652
Operating profit after impairment allowances 15,651 14,981 19,309
Profit before taxation 15,649 13,812 18,816
Profit for the period 13,136 11,743 15,790
Profit attributable to equity holders of the Bank 13,040 11,648 15,704

In the first half of 2021, operating income in the banking sector remained under pressure as the operating environment remained
complex and challenging, stemming from a volatile COVID-19 pandemic situation and a continued low interest rate environment.
During the reporting period, the Group’s net operating income before impairment allowances amounted to HK$24,140 million, a
decrease of HK$3,843 million or 13.7% year-on-year. This was mainly due to a year-on-year decrease in net interest income resulting
from falling market interest rates. Nevertheless, the Group actively responded to a challenging market environment, captured market
opportunities amid satisfactory investor sentiment in the beginning of the year, and stepped up its efforts to enhance its integrated
service capabilities. Net fee and commission income grew year-on-year as a result, partially offsetting the decrease in net interest
income. Operating expenses decreased slightly as a result of the Group’s effort to engage in green banking practices and optimise
resource allocation. Meanwhile, the net charge of impairment allowances decreased and a lower net loss was recorded from fair-
value adjustments on investment properties. Profit for the period amounted to HK$13,136 million, a year-on-year decrease of
HK$2,654 million or 16.8%. Profit attributable to equity holders was HK$13,040 million, a decrease of HK$2,664 million or 17.0%
year-on-year.

As compared with the second half of 2020, the Group’s net operating income before impairment allowances decreased by HK$613
million or 2.5%. This was mainly due to a decrease in net interest income resulting from falling market interest rates. At the same
time, net fee and commission income increased, operating expenses decreased and the Group recorded a lower net loss from fair
value adjustments on investment properties. As a result, the Group’s profit for the period rebounded by HK$1,393 million or 11.9%
compared to the second half of last year.
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Management Discussion and Analysis (continued)
INCOME STATEMENT ANALYSIS

Net Interest Income and Net Interest Margin

Half-year ended Half-year ended Half-year ended
HK$'m, except percentages 30 June 2021 31 December 2020 30 June 2020
Interest income 18,012 19,213 27,217
Interest expense (3,855) (4,843) (10,289)
Net interest income 14,157 14,370 16,928
Average interest-earning assets 2,870,642 2,723,387 2,560,911
Net interest spread 0.96% 1.00% 1.19%
Net interest margin 0.99% 1.05% 1.33%)
Net interest margin (adjusted)* 1.02% 1.08% 1.42%)

* Including the funding income or cost of foreign currency swap contracts.

Net interest income amounted to HK$14,157 million in the first half of 2021. If the funding income or cost of foreign currency swap
contracts* were included, net interest income would have decreased by 20.1% year-on-year to HK$14,469 million. This was mainly
due to a narrowing of net interest margin, partially offset by growth in average interest-earning assets.

Average interest-earning assets expanded by HK$309,731 million or 12.1% year-on-year. Advances to customers and debt securities
investments increased, driven by growth in deposits from customers.

If the funding income or cost of foreign currency swap contracts were included, net interest margin would have been 1.02%, down 40
basis points year-on-year. The decrease in net interest margin was mainly due to a narrowing of the Group’s loan and deposit spread
and a decline in the average yield of debt securities investments and other debt instruments, and interbank placements amid falling
market interest rates. The Group proactively managed its assets and liabilities in response to the low interest rate environment,
resulting in solid growth in advances to customers and an improved mix of deposits from customers with shorter tenor of time deposits
and a higher CASA ratio which led to an effective control of its costs of liabilities, partially offsetting the negative impacts.

Compared with the second half of 2020, the Group’s net interest income would have decreased by 2.4% if the funding income or cost
of foreign currency swap contracts were included. This was mainly due to a narrowing of the loan and deposit spread and a decline
in the average yield of debt securities investments and other debt instruments amid a further decline in market interest rates, both of
which led to a narrowing of 6 basis points in net interest margin.

# Foreign exchange swap contracts are normally used for the Group’s liquidity management and funding activities. In foreign exchange swap contracts,
the Group exchanges one currency (original currency) for another (swapped currency) at the spot exchange rate (spot transaction) and commits to
reverse the spot transaction by exchanging the same currency pair at a future maturity date at a predetermined rate (forward transaction). In this way,
surplus funds in the original currency are swapped into another currency for liquidity and funding purposes with minimal foreign exchange risk. The
exchange difference (funding income or cost) between the spot and forward contracts is recognised as a foreign exchange gain or loss (as included
in “net trading gain”), while the corresponding interest differential between the surplus funds in the original currency and swapped currency is reflected

in net interest income.
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Management Discussion and Analysis (continued)

The table below summarises the average balances and average interest rates of individual categories of assets and liabilities:

Half-year ended Half-year ended Half-year ended

30 June 2021 31 December 2020 30 June 2020

Average Average Average  Average Average Average

balance yield balance yield balance yield

ASSETS HK$’'m % HK$'m % HK$'m %
Balances and placements with banks and other

financial institutions 384,905 0.80 396,985 0.72 304,937 1.09
Debt securities investments and other debt

instruments 864,470 1.01 760,112 1.21 750,579 1.83

Advances to customers and other accounts 1,603,613 1.52 1,557,033 1.66 1,477,759 2.52

Other interest-earning assets 17,654 0.70 9,257 1.55 27,636 1.09

Total interest-earning assets 2,870,642 1.27 2,723,387 1.40 2,560,911 2.13

Non interest-earning assets 532,052 - 574,059 - 405,665 -

Total assets 3,402,694 1.07 3,297,446 1.16 2,966,576 1.84

Average Average Average  Average Average Average

balance rate balance rate balance rate

LIABILITIES HK$’m % HK$'m % HK$'m %
Deposits and balances from banks and other

financial institutions 203,300 0.44 200,038 0.36 197,058 0.77

Current, savings and time deposits 2,266,069 0.30 2,202,747 0.40 1,965,712 0.94

Subordinated liabilities - - - - 2,920 5.50

Other interest-bearing liabilities 15,589 0.62 18,886 0.64 35,719 1.37

Total interest-bearing liabilities 2,484,958 0.31 2,421,671 0.40 2,201,409 0.94
Shareholders’ funds* and other non interest-

bearing deposits and liabilities 917,736 - 875,775 - 765,167 -

Total liabilities 3,402,694 0.23 3,297,446 0.29 2,966,576 0.70

* Shareholders’ funds represent capital and reserves attributable to the equity holders of the Bank.
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Management Discussion and Analysis (continued)

Net Fee and Commission Income

Half-year ended Half-year ended Half-year ended
HK$'m 30 June 2021 31 December 2020 30 June 2020
Securities brokerage 2,189 2,000 1,567
Loan commissions 1,795 922 1,392
Credit card business 1,001 940 928
Insurance 879 698 782
Funds distribution 425 391 392
Trust and custody services 380 373 327
Payment services 374 382 358
Bills commissions 321 313 278
Safe deposit box 151 153 153
Currency exchange 58 69 157
Others 613 581 502
Fee and commission income 8,186 6,822 6,836
Fee and commission expense (1,195) (1,131) (1,129),
Net fee and commission income 6,991 5,691 5,707

In the first half of 2021, net fee and commission income amounted to HK$6,991 million, up HK$1,284 million or 22.5% year-on-year.
This was mainly attributable to growth in commission income from securities brokerage, funds distribution and insurance of 39.7%,
8.4% and 12.4% respectively amid satisfactory market investor sentiment in early 2021. Commission income from credit card business
and bills increased by 7.9% and 15.5% respectively and loan commissions was up 29.0%, as retail activity and import and export
trade regained momentum following an improvement in the pandemic situation and the resumption of economic activity in Hong Kong.
The Group recorded a 16.2% increase in income from trust and custody services by taking advantage of business opportunities
arising from mutual market access schemes, further enriching its custodian products, optimising customer experience and
strengthening cooperation with other onshore and offshore custodian banks. Commission income from payment services rose by 4.5%
as a result of the Group’s efforts to accelerate the development of its cash management business and satisfactory growth in its cash
pooling business. However, commission income from currency exchange dropped 63.1% as global demand for banknotes remained
at a relatively low level owing to the pandemic. Fee and commission expenses increased, mainly due to an increase in securities
brokerage and credit card related expenses as a result of higher business volume.

Compared with the second half of 2020, net fee and commission income increased by HK$1,300 million or 22.8%, which was mainly
attributable to growth in commission income from securities brokerage, insurance and funds distribution amid satisfactory market
investor sentiment in the beginning of the year. Commission income from loans, credit card, bills and trust and custody services also
increased as the economy gradually recovered. Meanwhile, fee and commission expenses increased mainly due to higher securities
brokerage and credit card related expenses.
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Management Discussion and Analysis (continued)

Net Trading Gain

Half-year ended Half-year ended Half-year ended
HK$'m 30 June 2021 31 December 2020 30 June 2020,
Foreign exchange and foreign exchange products 2,083 2,081 2,985
Interest rate instruments and items under fair value hedge (44) 171 (971),
Commodities 103 111 250
Equity and credit derivative instruments 101 77 59
Total net trading gain 2,243 2,440 2,323

In the first half of 2021, the Group’s net trading gain amounted to HK$2,243 million, a decrease of HK$80 million or 3.4% year-on-
year. If the funding income or cost of foreign currency swap contracts were excluded, net trading gain would have amounted to
HK$1,931 million, an increase of 69.2% year-on-year, primarily due to a year-on-year decrease in net trading loss from interest rate
instruments and items under fair value hedge. This decrease in net trading loss was a result of changes in the mark-to-market value
of certain debt securities investments and interest rate instruments caused by market interest rate movements. The decrease in net
trading gain from commodities was primarily due to a lower gain from bullion transactions. Net trading gain from equity and credit
derivative instruments increased by HK$42 million year-on-year, with higher income realised from equity-linked products amid
satisfactory market investor sentiment earlier in the year.

Compared with the second half of 2020, net trading gain decreased by HK$197 million or 8.1%. If the funding income or cost of foreign
currency swap contracts were excluded, net trading gain would have decreased by 2.8% from the second half of last year. This was
mainly attributable to changes in the mark-to-market value of certain debt securities investments and interest rate instruments caused
by market interest rate movements.
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Management Discussion and Analysis (continued)

Operating Expenses

Half-year ended Half-year ended Half-year ended

HK$'m 30 June 2021 31 December 2020 30 June 2020

Staff costs 4,196 4,864 4,202,
Premises and equipment expenses (excluding depreciation

and amortisation) 568 674 540

Depreciation and amortisation 1,483 1,479 1,499

Other operating expenses 1,057 1,427 1,090

Operating expenses 7,304 8,444 7,331

At 30 June 2021 At 31 December 2020 At 30 June 2020,

Staff headcount measured in full-time equivalents 14,008 14,461 14,407

Operating expenses amounted to HK$7,304 million, a decrease of HK$27 million or 0.4% year-on-year. The Group strengthened its
cost management while continuing to invest in its strategic priorities. At the same time, the Group actively put its low-carbon and
green operation initiatives into practice, optimised business flows and refined internal management, so as to enhance cost efficiency.
The cost to income ratio was 30.26%, remaining at a satisfactory level relative to industry peers.

Staff costs decreased by 0.1% year-on-year, remaining relatively stable.

Premises and equipment expenses increased by 5.2%, mainly due to increased investments in information technology.

Depreciation and amortisation decreased by 1.1%, mainly due to decreased depreciation charges on right-of-use assets and premises,
which more than offset the increased depreciation charges on information technology.

Other operating expenses decreased by 3.0%, mainly due to a decrease in security, business travel, printing and cleaning expenses.

Compared with the second half of 2020, operating expenses decreased by HK$1,140 million or 13.5%. The decrease was mainly due
to lower staff costs and a decrease in business promotion, security and maintenance expenses.
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Management Discussion and Analysis (continued)

Net Charge of Impairment Allowances on Advances and Other Accounts

Half-year ended Half-year ended Half-year ended

HK$'m 30 June 2021 31 December 2020 30 June 2020

Stage 1 40 (67) (831)

Stage 2 (504) (682) (72)

Stage 3 (733) (429) (408)
Net charge of impairment allowances on advances and other

accounts (1,197) (1,178) (1,311),

In the first half of 2021, the Group’s net charge of impairment allowances on advances and other accounts amounted to HK$1,197
million, a decrease of HK$114 million or 8.7% year-on-year. Impairment allowances at Stage 1 recorded a net reversal of HK$40
million, as compared to a net charge of HK$831 million in the same period last year. The parameter values of the Group’s expected
credit loss model improved in the first half of 2021. The change was also attributable to there being a higher base for comparison as
a result of impairment allowances made in the same period last year, when the Group prudently updated the parameter values of its
expected credit loss model to take into consideration the outbreak of the COVID-19 pandemic, which led to increased uncertainty in
the macroeconomic outlook. Impairment allowances at Stage 2 recorded a net charge of HK$504 million, an increase of HK$432
million, mainly to take into consideration the potential risks arising from clients under the pandemic relief measures. Impairment
allowances at Stage 3 amounted to a net charge of HK$733 million, an increase of HK$325 million year-on-year, owing to new
impairment allowances being made in response to the downgrading of certain corporate advances. The annualised credit cost of
advances to customers was 0.15%, down 3 basis points from the same period of the previous year. As at 30 June 2021, the Group’s
total loan impairment allowances as a percentage of advances to customers was 0.58%, or 0.64% after adjusting for the impact of its
IPO financing.

Compared with the second half of 2020, the Group’s net charge of impairment allowances on advances and other accounts increased
by HK$19 million, or 1.6%, mainly reflecting the downgrading of certain corporate advances.
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Management Discussion and Analysis (continued)

ANALYSIS OF ASSETS AND LIABILITIES

The table below summarises the Group’s asset composition. Please refer to Note 19 to the Interim Financial Information for the
contract/notional amounts and fair values of the Group’s derivative financial instruments. Please refer to Note 33 to the Interim
Financial Information for the contractual amounts of each significant class of contingent liability and commitment and the aggregate

credit risk-weighted amounts.

Asset Composition

At 30 June 2021 At 31 December 2020
HK$'m, except percentages Amount % of total Amount % of total
Cash and balances and placements with banks and other financial
institutions 545,564 14.9 463,081 14.7]
Hong Kong SAR Government certificates of indebtedness 197,650 5.4 189,550 6.0
Securities investments and other debt instruments’ 928,928 25.5 822,614 26.2
Advances and other accounts 1,747,188 47.9 1,499,808 47.7]
Fixed assets and investment properties 64,585 1.8 65,244 2.1
Other assets? 165,434 4.5 104,233 3.3
Total assets 3,649,349 100.0 3,144,530 100.0

1. Securities investments and other debt instruments comprise investment in securities and financial assets at fair value through profit or loss.
2. Other assets comprise derivative financial instruments, interests in associates and joint ventures, current tax assets and deferred tax assets.

As at 30 June 2021, significant IPO funds had been received by the Group as an IPO main receiving bank, causing temporary
distortion to the balance of its assets and liabilities. Adjustments have been made to affected items in this Analysis of Assets and
Liabilities to enable analysis on a comparable basis.

As at 30 June 2021, the total assets of the Group amounted to HK$3,649,349 million, an increase of HK$504,819 million or 16.1%
from the end of last year. Cash and balances and placements with banks and other financial institutions increased by HK$82,483
million or 17.8%, mainly due to an increase in balances with banks. Securities investments and other debt instruments increased by
HK$106,314 million or 12.9%, as the Group increased investments in government-related bonds and bills. Advances and other
accounts rose by HK$247,380 million or 16.5%, with advances to customers growing by HK$247,033 million or 16.5% and trade bills
increasing by HK$1,920 million or 19.5%. Other assets increased by HK$61,201 million or 58.7%, as the result of an increase in
accounts receivable of clearing items due to IPO-related activities. Adjusted for the impact of IPO-related activities, the Group’s total
assets would have been HK$3,261,960 million, an increase of 3.8% compared with the prior year-end.
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Management Discussion and Analysis (continued)

Advances to Customers

At 30 June 2021 At 31 December 2020

HK$’'m, except percentages Amount % of total Amount % of total
Loans for use in Hong Kong 1,211,974 69.5 990,849 66.2
Industrial, commercial and financial 744,518 42.7 540,589 36.1
Individuals 467,456 26.8 450,260 30.1
Trade financing 83,850 4.8 66,497 4.4
Loans for use outside Hong Kong 448,465 25.7 439,910 29.4
Total advances to customers 1,744,289 100.0 1,497,256 100.0

In the first half of 2021, the Group captured opportunities from its three major markets of Hong Kong, the Greater Bay Area and
Southeast Asia. It closely focused on customer needs to provide them with tailor-made services and credit facilities. The Group
enhanced its services to local corporate and personal clients in order to meet loan demand of key customers. It made concerted
efforts to develop its mortgage business by strengthening cooperation with real estate intermediaries in order to enhance and promote
the property search and mortgage services available on its Home Expert mobile application, which enabled it to successfully capture
mortgage volume. At the same time, the Group enhanced collaboration with BOC and reinforced marketing efforts to new clients and
new industries. It also pushed forward integrated regional development, with its Southeast Asian entities achieving steady business
growth. During the period, the Group remained the top mandated arranger in the Hong Kong and Macao syndicated loan market and
held the top market position in terms of the total number of new mortgage loans in Hong Kong. In the first half of 2021, advances to
customers grew by HK$247,033 million, or 16.5%, to HK$1,744,289 million, partly driven by IPO financing. Adjusted for IPO-related
impact, advances to customers would have increased by HK$91,846 million, or 6.1%.

Loans for use in Hong Kong grew by HK$221,125 million or 22.3%. Adjusted for the impact of IPO financing, loans for use in Hong
Kong would have increased by 6.7%.

. Lending to the industrial, commercial and financial sectors increased by HK$203,929 million or 37.7%, reflecting loan growth
in property development, property investment, information technology, financial concerns, wholesale and retail trade, and IPO
financing. Adjusted for the impact of IPO financing, lending to the industrial, commercial and financial sectors would have
increased by 9.0%.

. Lending to individuals increased by HK$17,196 million, or 3.8%, mainly driven by growth in residential mortgage loans.

Trade financing increased by HK$17,353 million or 26.1%. Loans for use outside Hong Kong grew by HK$8,555 million or 1.9%,
mainly driven by growth in loans for use in the Chinese mainland.
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Management Discussion and Analysis (continued)

Loan Quality
HK$’'m, except percentages At 30 June 2021 At 31 December 2020,
Advances to customers 1,744,289 1,497,256
Classified or impaired loan ratio 0.29% 0.27%
Total impairment allowances 10,200 9,172
Total impairment allowances as a percentage of advances to customers 0.58% 0.61%
Residential mortgage loans' - delinquency and rescheduled loan ratio? 0.02% 0.01%
Card advances - delinquency ratio? 0.27% 0.23%
Half-year ended Half-year ended
30 June 2021 30 June 2020
Card advances - charge-off ratio® 1.58% 1.88%)

1. Residential mortgage loans exclude those under the Home Ownership Scheme and other government-sponsored home purchasing schemes.

2. The delinquency ratio is the ratio of the total amount of overdue advances (more than three months) to total outstanding advances.

3. The charge-off ratio is the ratio of total write-offs made during the period to average card receivables during the period.

During the reporting period, certain industries continued to face challenges in light of the volatile COVID-19 pandemic situation and
heightened uncertainty regarding the global economic recovery. The Group proactively strengthened its risk management systems
for all types of risks and continuously enhanced its risk management so as to maintain solid asset quality. As at 30 June 2021,
classified or impaired loans amounted to HK$5,077 million, an increase of HK$1,083 million from the end of last year. The classified
or impaired loan ratio was 0.29%, up 0.02 percentage points from the end of last year. Adjusted for the impact of IPO financing, the
classified or impaired loan ratio would have been 0.32%. The Group’s total loan impairment allowances as a percentage of advances
to customers was 0.58%, or 0.64% if adjusted for the impact of IPO financing. The combined delinquency and rescheduled loan ratio
of residential mortgage loans was 0.02%. The charge-off ratio of card advances for the first half of 2021 was 1.58%, down 0.30

percentage points year-on-year.
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Management Discussion and Analysis (continued)

Deposits from Customers

At 30 June 2021 At 31 December 2020
HK$’'m, except percentages Amount % of total Amount % of total
Demand deposits and current accounts 781,572 29.1 315,056 14.4
Savings deposits 1,191,307 44.3 1,149,352 52.5
Time, call and notice deposits 716,460 26.6 725,914 33.1
Total deposits from customers 2,689,339 100.0 2,190,322 100.0

In the first half of 2021, the Group actively expanded its mid- to high-end customer base and strenghened cooperation with
government authorities, large corporates and central banks by sustaining its e-payment, payroll, cash management and IPO receiving

businesses, with a view to growing the scale of its current accounts and savings deposits. At the same time, the Group improved its

deposit structure by capitalising on the consumer’s preferences for wealth management, insurance, equities securities and structured

products in the low interest rate environment, leading to solid growth in current accounts and savings deposits from both personal
and corporate clients. As of 30 June 2021, total deposits from customers amounted to HK$2,689,339 million, an increase of
HK$499,017 million or 22.8% from the end of last year, partly driven by IPO-related funds. Adjusted for IPO-related impact, total
deposits from customers would have increased by 5.1%, with demand deposits and current accounts increasing by 25.6%, savings
deposits increasing by 3.7%, and time, call and notice deposits decreasing by 1.3%. Adjusted for the impact of IPO-related funds, the
CASA ratio was 68.9%, an increase of 2.1 percentage points from the end of last year.

Capital and Reserves Attributable to Equity Holders of the Bank

HK$'m

Share capital

Premises revaluation reserve
Reserve for fair value changes
Regulatory reserve
Translation reserve

Retained earnings

Reserves

Capital and reserves attributable to equity holders of the Bank

At 30 June 2021 At 31 December 2020
43,043 43,043

38,465 38,105

2,654 3,733

6,665 4,780

(868) (503)

194,101 183,634
241,017 229,749

284,060 272,792

Capital and reserves attributable to equity holders of the Bank amounted to HK$284,060 million as at 30 June 2021, an increase of
HK$11,268 million or 4.1% from the end of last year. The premises revaluation reserve increased by 0.9%. Reserve for fair value
changes decreased, mainly due to the impact of market interest rate movements on debt instruments at fair value through other

comprehensive income. The regulatory reserve increased by 39.4%, mainly driven by growth in advances to customers. Retained

earnings rose by 5.7% from the end of last year.
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Management Discussion and Analysis (continued)

Capital Ratio
HK$’'m, except percentages At 30 June 2021 At 31 December 2020
Consolidated capital after deductions
Common Equity Tier 1 capital 225,551 216,542
Additional Tier 1 capital 23,476 23,476
Tier 1 capital 249,027 240,018
Tier 2 capital 30,786 29,558
Total capital 279,813 269,576
Total risk-weighted assets 1,413,929 1,220,000
Common Equity Tier 1 capital ratio 15.95% 17.75%
Tier 1 capital ratio 17.61% 19.67%
Total capital ratio 19.79% 22.10%

As at 30 June 2021, Common Equity Tier 1 (“CET1”) capital and Tier 1 capital had increased by 4.2% and 3.8% respectively from
the end of last year, which was primarily attributable to profits recorded for the first half of 2021. Total capital increased by 3.8%, while
total risk-weighted assets (“‘RWAs”) increased by 15.9%, mainly driven by growth in advances to customers, partially attributable to
the temporary impact from IPO financing. The CET1 capital ratio was 15.95% and Tier 1 capital ratio was 17.61%, while total capital
ratio stood at 19.79%. The Group properly managed its capital plan on a continuous basis so as to maintain an appropriate capital
level to support its sustainable business development while balancing returns to equity holders.

Liquidity Coverage Ratio and Net Stable Funding Ratio

2021 2020
Average value of liquidity coverage ratio
First quarter 134.09% 150.45%
Second quarter 134.20% 131.38%
Third quarter N/A 130.98%
Fourth quarter N/A 132.76%
2021 2020
Quarter-end value of net stable funding ratio
First quarter 124.90% 116.60%
Second quarter 118.50% 117.49%
Third quarter N/A 115.30%
Fourth quarter N/A 125.31%

The Group’s liquidity position remained sound, with the average value of its liquidity coverage ratio and the quarter-end value of its
net stable funding ratio exceeding the regulatory requirement for the first two quarters of 2021. Due to IPO-related activities, its net
stable funding ratio experienced a temporary drop at the end of the second quarter of 2021.
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Management Discussion and Analysis (continued)

BUSINESS REVIEW

In the first half of 2021, the Group remained committed to its strategic goal of building a first-class regional banking group. It actively
responded to arduous market challenges and strengthened the execution of its strategic plans. By steadily pushing forward its
business priorities, the Group achieved satisfactory performance in its core businesses, with major financial indicators remaining at
solid levels. It fostered environmental, social and governance (“‘ESG”) concepts and actively promoted green finance so as to advance
sustainable and high-quality development. The Group captured market opportunities and continued to develop its core market in
Hong Kong. It also deepened cross-border collaboration and proactively supported the construction of the Guangdong-Hong Kong-
Macao Greater Bay Area. It accelerated the development of its regional footprint in Southeast Asia and leveraged its regional
synergies. At the same time, the Group pushed forward digital transformation while remaining customer-centric, and cautiously
responded to the impacts of the pandemic so as to mitigate various risks.

Business Segment Performance
Profit before Taxation by Business Segment

Half-year ended 30 June 2021 Half-year ended 30 June 2020
HK$’'m, except percentages Amount % of total Amount % of total
Personal Banking 3,652 23.3 4,352 23.1
Corporate Banking 6,713 42.9 7,158 38.1
Treasury 5,037 32.2 7,169 38.1
Others 247 1.6 137 0.7
Total profit before taxation 15,649 100.0 18,816 100.0

Note: For additional segmental information, see Note 36 to the Interim Financial Information.
PERSONAL BANKING

Financial Results

Personal Banking achieved a profit before tax of HK$3,652 million in the first half of 2021, a decrease of HK$700 million or 16.1%
year-on-year, mainly due to a decrease in net interest income, which was partially offset by an increase in net fee and commission
income and a decrease in net charge of impairment allowances.

Net interest income decreased by 40.6%, mainly due to a narrowing of the deposit spread as a result of falling market interest rates,
although this was partially offset by an improvement in the loan spread as well as growth in the average balance of deposits and
loans. Net fee and commission income increased by 24.3%, mainly owing to a satisfactory increase in commission income from
securities brokerage amid solid market investor sentiment in early 2021, which resulted in higher transaction volumes in the stock
market, combined with a rise in commission income from insurance, loans and funds distribution. Net charge of impairment allowances
amounted to HK$67 million, down HK$563 million year-on-year, due to a decrease in impairment allowances caused by an
improvement in the parameter values of the Group’s expected credit loss model.
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Management Discussion and Analysis (continued)

Business Operations

Giving full play to online and offline competitive advantages and optimising the segmented customer service model

The Group continued to promote its premium Private Wealth service to high-end customers, offering diversified services including
investment, wealth management, legacy planning, cross-border property purchase and luxury lifestyle benefits. Through an exclusive
team of wealth management experts, the Group launched the RM Chat service for Private Wealth customers. This enabled customers
to communicate with the service team instantly and carry out their banking transactions via mobile banking in a safe and convenient
manner. The Group further expanded its customer base, with the number of Private Wealth customers as at the end of June 2021
recording double-digit percentage growth from the end of last year. In support of the 100% Personal Loan Guarantee Scheme
introduced by HKMC Insurance Limited, the Group provided customers with a simple and convenient online personal loan application
channel, with the aim of alleviating the cash-flow pressures of customers who were unemployed during the pandemic and assisting
customers to tide over their economic difficulties. The Group used innovative technologies to build home purchase ecology scenarios
and introduced a pioneering end-to-end seamless home purchasing service for its customers. By cooperating with large real estate
agencies and mortgage intermediaries, it was able to provide property market indices as well as first and second-hand property
information through its Home Expert mobile application, providing a solution to customer pain points in property search, property
valuation, mortgage assessment and application using different home purchase platforms. In the first half of 2021, the monthly
average number of online mortgage applications was more than 2.6 times last year's monthly average. The Group remained
committed to developing the local customer segment so as to strengthen its core product advantages, thus achieving steady growth
in deposits from customers and maintaining its top market position in terms of total number of new residential mortgage loans. During
the period, BOCHK was awarded Excellent Brand of Property Purchase Planning — Banking Solutions and Excellent Brand of
Securities Services — Banking in the Hong Kong Leaders’ Choice 2021 organised by Metro Finance.

The Group’s private banking business maintained steady growth. By enhancing its collaboration with other business units within the
Group, it was able to strengthen its value chain for serving high-net-worth clients and family offices with professional private banking
services. In line with the development of green finance and ESG standards, the Group enriched its exclusive private banking products
and services in investment and wealth management. In addition, it continued to promote digitalisation, strengthen its talent pool and
foster team-building so as to enhance its service capabilities for clients in Hong Kong, the Greater Bay Area and Southeast Asia. As
at the end of June 2021, private banking’s assets under management had increased 12.3% from the end of last year.
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Management Discussion and Analysis (continued)

Accelerating transformation into a digital bank by promoting scenario-based product applications

The Group closely monitored changes in the market during the pandemic and accelerated its development into a digital bank. It
actively responded to the HKSAR Government’s efforts to build a smart city and pioneered the pilot adoption of “/AM Smart” mobile
application, which enables mobile account opening using digital identity authentication. By allowing mobile account opening forms to
be filled out automatically, the application spares customers the time and hassle involved in facial recognition and manual input of
personal data, providing a new digitalised experience. The Group fully supported the HKSAR Government’s issuance of iBonds by
facilitating subscription via mobile banking, internet banking, investment hotlines and all of its branches so as to better meet the needs
of different customers, over 80% of which subscribed through its electronic channels. To meet rapid growth in customer demand for
online transactions, the Group launched “PlanAhead”, a one-stop wealth planning service, on its mobile banking platform. This
provided customers with professional asset allocation information and a variety of product solutions to assist them in planning for their
financial goals at all stages of life, thus promoting the digital development of the Group’s wealth management products. The Group
remained committed to enhancing customer experience in e-payment services by further integrating mobile payments into customers’
lifestyle scenario ecosystems. It strengthened cooperation with large property management companies in order to incorporate in-app
payment options for property management fees in their estate management mobile applications, providing customers a brand new,
safe payment method. In the first half of 2021, the total number of transactions conducted through mobile banking increased by over
60% year-on-year, while online transaction volumes of key investment products such as equity securities, IPO subscription and bonds
also recorded notable year-on-year growth. During the period, BOCHK won the Bancassurer of the Year - Excellence Award in the
Financial Institution Awards 2021 organised by Bloomberg Businessweek (Chinese Edition) and was recognised as Hong Kong’s
Best Digital Bank 2021 by Asiamoney.

Accelerating the development of digital branches and enhancing service channel capabilities

The Group strived to strengthen the core advantages arising from having Hong Kong’s largest retail branch network and optimised
its district service coverage strategy. By digitalising its branch services, the Group actively migrated high-frequency counter
transactions to intelligent devices and was able to enhance branch productivity. The Group accelerated the construction and
enhancement of its intelligent customer service capabilities through the “Bonnie” chatbot and online chat services, in order to facilitate
the transition of customer services from manual to online. In the first half of 2021, the usage rate of the Group’s intelligent chatbot
increased by over 50% as compared to the same period last year, further enhancing service efficiency and accelerating customer
service channel migration. In addition, it enhanced the service capabilities of its contact centre through artificial intelligence solutions
such as speech analysis and word analysis, so as to further expand the application of its next-generation customer service platform.
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Management Discussion and Analysis (continued)

Promoting integrated development and collaboration in the Greater Bay Area and strengthening the foundation for future
regional business growth

The Group strengthened regional collaboration and optimised customer referral services among Hong Kong, the Greater Bay Area
and Southeast Asia by enhancing process efficiency and improving customer experience, with the aim of providing integrated cross-
border financial services. It actively responded to financial policies for the Guangdong-Hong Kong-Macao Greater Bay Area and
continuously optimised its cross-border service experience in order to meet the spending, lifestyle and investment needs of Hong
Kong residents in the Greater Bay Area. During the period, the Group constantly enhanced the customer experience of its Greater
Bay Area Account Opening Service with the aim of fulfiling the day-to-day personal finance requirements of Hong Kong residents
who travel, work or live in the Greater Bay Area. As at the end of June 2021, the accumulated number of related accounts opened
stood at over 140,000, representing double-digit percentage growth from the end of last year. To support Hong Kong customers’
demand for property purchase in the Greater Bay Area, the Group continuously improved its Greater Bay Area Personal Loan
mortgage service, enhancing the customer experience across the full process of its payment and mortgage services. It actively made
full preparations for the implementation of the cross-border “Wealth Management Connect” service so as to capture market
opportunities in the Greater Bay Area. It enriched its regional wealth management services, with BOC Malaysia offering a number of
new funds and bonds, and BOC Thailand and the Brunei Branch both introducing RMB cross-border salary direct remittance services.
The Phnom Penh Branch launched the Wealth Management service, enabling preliminary service solutions for mutual brand
recognition and common promotional offers sharing for Wealth Management across Hong Kong, Malaysia and Cambodia. The Group
deepened its “mobile first” strategy by pushing forward mobile banking projects in the Brunei Branch and Jakarta Branch.
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Management Discussion and Analysis (continued)

CORPORATE BANKING

Financial Results

Corporate Banking achieved a profit before tax of HK$6,713 million, a decrease of HK$445 million or 6.2% year-on-year, mainly due
to a decrease in net interest income, which was partially offset by an increase in net fee and commission income and a decrease in
net charge of impairment allowances.

Net interest income decreased by 17.3%, mainly due to a narrowing of the deposit spread as a result of falling market interest rates,
although this was partially offset by growth in the average balance of deposits and loans. Net fee and commission income increased
by 24.3%, mainly due to an increase in commission income from loans, trust and custody services, bills and payment services. Net
charge of impairment allowances amounted to HK$346 million, down HK$215 million year-on-year, owing to a decrease in impairment
allowances caused by an improvement in the parameter values of the Group’s expected credit loss model.

Business Operations

Enhancing integrated service capabilities and steadily advancing corporate banking business development

The Group continued to push forward the deepening of its business transformation in response to changes in industry and customer
needs, and strengthened its support to a number of key projects in Hong Kong, the Greater Bay Area and Southeast Asia with the
aim of providing integrated and professional financial solutions. During the period, the Group developed key customers and projects
by meeting customer needs and enhancing marketing efforts in new clients and new industries. It remained the top mandated arranger
in the Hong Kong and Macao syndicated loan market and successfully underwrote a number of bond issues with significant market
influence. It also maintained its market leadership as an IPO main receiving bank in terms of the number of listings and total
subscription funds on the Main Board of the Stock Exchange of Hong Kong. Business relationships with central banks, international
financial organisations and sovereign agencies in various countries have been further consolidated. In addition, it further advanced
its digital transformation and scenario construction by enhancing its technological innovation and application capabilities with a view
to increasing business penetration and providing more convenient payment channels for customers through strengthened payment
collection participation with government entities, transport, education, and the retail and catering sectors. Adhering to its sustainable
development philosophy, the Group met clients’ financial demands for low-carbon business transformation by constantly refining its
range of sustainable development banking products. It issued “sustainable and smart living” themed green bonds, so as to support
projects related to renewable energy, green building and clean transportation. The Group acted as a green finance advisor and helped
clients to formulate green finance frameworks, with the aim of encouraging corporates to establish business models for sustainable
development. BOCHK once again received the Excellent Brand of Green and Sustainable Corporate Banking Services in the Hong
Kong Leaders’ Choice 2021 organised by Metro Finance.
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Management Discussion and Analysis (continued)

Proactively fulfiling corporate social responsibilities and advancing the development of inclusive finance

The Group continuously strengthened its support to local commercial and SME customers in Hong Kong by providing integrated and
digitalised financial services with the aim of meeting customers’ needs. It actively promoted different financial relief measures,
including the implementation of guarantee products under the SME Financing Guarantee Scheme and enhancement measures to
the Special 100% Loan Guarantee, both of which were launched by HKMC Insurance Limited. The Group also fully supported the
Pre-approved Principal Payment Holiday Scheme launched by the HKMA, in order to help SMEs address business challenges arising
from the adverse economic environment and navigate difficult times alongside them. In addition, the Group joined hands with the
Hong Kong Quality Assurance Agency (‘HKQAA”) to promote the development of green finance, becoming the first bank to cooperate
with the HKQAA’s Green Loan e-Assessment platform and launching the SME Green Financing Incentive Scheme to encourage
clients’ business transformation towards sustainable development. The Group received the Best SME’s Partner Award from the Hong
Kong General Chamber of Small and Medium Business for the 14th consecutive year, demonstrating the esteem attributed to its high-
quality SME services by the market.

Giving full play to synergistic advantages and expediting the development of regional business

The Group stepped up its efforts to develop its regional business and worked with its Southeast Asian entities to maintain stable
business growth. In order to enhance the regional synergies of its Southeast Asian entities, the Group reinforced its integrated
marketing efforts to actively expand large corporate customers in the region. To bolster cooperation in the Asia-Pacific region, BOCHK
capitalised on its position as BOC'’s Asia-Pacific syndicated loan centre and arranged syndicated loans for large businesses in the
Southeast Asian region, thus continuously strengthening its market influence. The Group continued to launch integrated marketing
efforts for its corporate banking business, successfully expanding its key customer base and generating more business opportunities
in large-scale customer deposits and loans, letters of credit and letters of guarantee. During the period, over 40 different products
were successfully launched in the Southeast Asian region and the intelligent Global Transaction Banking (“iGTB”) platform continued
to be promoted among its Southeast Asian entities, paving the way for the enhancement of corporate banking’s customer service
capabilities in the region. Meanwhile, BOC Malaysia successfully conducted the first electronic letter of credit presentation for its
clients in Malaysia via a blockchain electronic platform, while the Brunei Branch successfully launched a USD payroll service for its
clients. In support of further business expansion in the Guangdong-Hong Kong-Macao Greater Bay Area, the Group actively
responded to financial policies related to the Greater Bay Area and captured emerging market opportunities by continuing to deepen
its cooperation with BOC'’s entities in the region under BOC’s Greater Bay Area collaboration mechanism, thus giving full play to its
synergistic advantages and meeting the cross-border financial needs of corporate clients by offering diversified products and services.
In this way, it supported the development of key customers in the Chinese mainland, including those in the new infrastructure and
biomedicine sectors, and contributed to financial interconnectivity within the Greater Bay Area. In addition, it supported the
development of technological innovation industry by providing special marketing campaign and bespoke financial services to the
Hong Kong Science Park, as well as strengthening cooperation with universities and scientific research institutions.

Constantly optimising products and services and consolidating its strong franchise in RMB business

The Group continued to improve the range of its corporate banking products and services in Hong Kong, the Greater Bay Area and
Southeast Asia. It seized opportunities from RMB internationalisation, further strengthened RMB business cooperation with key
customers, and maintained its traditional franchise in RMB cross-border business. The Group promoted the expansion of its key
businesses, including cash management and trade financing, and shored up its market-leading position in cash pooling business and
promoted Hong Kong as an ideal hub for corporate treasury activities. In recognition of its excellent and highly professional services,
BOCHK was awarded Hong Kong Domestic Cash Management Bank of the Year for the eighth consecutive year, Hong Kong
Domestic Trade Finance Bank of the Year for the third consecutive year and Hong Kong Domestic RMB Internationalisation Initiative
of the Year for the first time by Asian Banking & Finance. BOCHK also received two awards from The Asian Banker, namely Best
Transaction Bank in Hong Kong for the fourth time and Best Cash Management Bank in Hong Kong for the seventh time.
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Management Discussion and Analysis (continued)

Continuously and steadily developing custody and trustee businesses

The Group captured opportunities from the Chinese government’s orderly two-way opening of capital accounts and financial markets,
as well as the continuous optimisation and refinement of mutual market access measures, and leveraged its strong franchise in cross-
border businesses in order to constantly deepen customer relationships with institutional and corporate clients. It extended business
support to innovative cross-border exchange traded funds (“ETF”) in the Chinese mainland as well as new “Yulan bond” debt products.
Meanwhile, it further enriched its corporate trust and agency product suite, made use of technology to improve the client journey and
operations, and strengthened its collaboration in overseas markets with master custodians from the Chinese mainland. During the
reporting period, the Group reached new heights in total assets under custody from institutional and corporate clients, monthly
securities settlement volumes and Bond Connect custody assets, while its total number of Bond Connect clients continued to rank
among the global top tier. As at the end of June 2021, total assets under custody of the Group amounted to HK$1,456.2 billion, an
increase of 6.2% compared to the previous year-end.

BOCI-Prudential Trustee Limited ("BOCI-Prudential Trustee") continued in developing well-diversified income streams by successfully
being appointed for several ORSO schemes by a number of large-scale institutional clients. It continued to invest in and enhance its
electronic retirement scheme administration and asset servicing platforms and leveraged major social media platforms to facilitate its
digital transformation. During the period, BOCI-Prudential Trustee launched five unit trust funds and was successfully appointed by a
regional asset management company as the trustee, fund administrator, custodian, and registrar of its new Hang Seng Index ETF.
At the end of June 2021, MPF assets under its trusteeship recorded a growth of 5.9% from the end of last year, continuing its top-five
ranking in the MPF market. In addition, BOCI-Prudential Trustee received a number of fund awards at the 2021 MPF Awards
organised by independent rating agency MPF Ratings, as well as at the Lipper Fund Awards Hong Kong 2021 organised by Refinitiv.
My Choice MPF Scheme was also recognised as the Best MPF Scheme at the 2021 Morningstar Fund Awards Hong Kong, organised
by Morningstar Investment Management Asia Limited.
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TREASURY

Financial Results

Treasury recorded a profit before tax of HK$5,037 million, a decrease of HK$2,132 million or 29.7% year-on-year. This was primarily
attributable to a lower net gain on other financial assets and a decrease in net trading gain of 22.7%, which were partially offset by
an increase of 8.7% in net interest income owing to a drop in funding costs. The decrease in net trading gain was mainly due to a
decrease in net gain from foreign currency swap contracts which was partially offset by changes in the mark-to-market value of certain
debt securities investments and interest rate instruments caused by market interest rate movements.

Business Operations

Continuously enhancing service capabilities and steadily promoting regional development

The Group responded to market developments and continuously enhanced its service capabilities and the business efficiency of its
online trading transactions, thus achieving satisfactory growth in client business. By actively capturing business opportunities, it
promoted RMB product innovation and expanded RMB business scale. Committed to embracing technological innovation as a growth
driver, the Group promoted the electronic, automatic and digital upgrade and transformation of its trading businesses, with income
from corporate and institutional customers conducting online transactions in the first half of 2021 rising 14% year-on-year. In its
Southeast Asian entities, the Group continuously deepened management by business units, refined the building blocks and optimised
its management systems in order to uplift the service capabilities and market competitiveness of its Southeast Asian business and
steadily push forward its regional development. During the period, the Group actively participated in the market quotation business of
the Shanghai Gold Exchange, receiving the exchange’s Outstanding International Member Award 2020.
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Leveraging its strong franchise in RMB clearing services to expand the depth and breadth of its cross-border business
The Manila Branch officially launched its RMB clearing bank service on 16 January 2021 to provide local participating banks with
services such as RMB remittance and RMB banknotes, thus facilitating the use of RMB in the Philippines. In addition, the Manila
Branch successfully introduced a two-way RMB remittance service for its clients, becoming the Group’s first Southeast Asian entity
to provide such a service. BOC Malaysia was granted direct participant qualification by the Cross-border Interbank Payment System
(“CIPS”) and successfully conducted its first RMB cross-currency swap business. The FXall Digital Transaction Platform was
successfully rolled out in BOC Thailand and BOC Malaysia, with the Group completing the first RMB/local currency quotation
transaction with major peers in the region. The Jakarta Branch’s business volume of RMB salary direct remittance recorded year-on-
year growth of 82%, maintaining its leading position among offshore entities. The Brunei Branch successfully conducted its first RMB
bond investment business for clients. In addition, BOCHK received the Extraordinary Participant in Cross-border Payment and
Clearing award in the CIPS Participants General Meeting organised by CIPS Co., Ltd. in recognition of its contribution towards the
development of cross-border RMB business.

Adhering to a proactive but risk-aware investment strategy and optimising the portfolio mix of banking book investments
The Group closely monitored worldwide interest rate adjustments and continued to take a cautious approach to managing its banking
book investments. It planned ahead and actively sought fixed income investment opportunities to enhance returns while remaining
alert to risk. In the first half of 2021, the Group actively responded to interest rate changes with a view to achieving balanced growth
in assets and liabilities while continuously enhancing the portfolio mix of its banking book investments.

51



@ ¥ 8 frmm)amad

BANK OF CHINA (HONG KONG) LIMITED

Management Discussion and Analysis (continued)
SOUTHEAST ASIAN BUSINESS

The Group continued to pursue integrated regional development with the aim of building its Southeast Asian entities into mainstream
foreign banks in their local markets. Over the past 30 years, China and the ASEAN have established a very close economic and
trading relationship, becoming each other’s largest trading partner. The implementation of the Regional Comprehensive Economic
Partnership (“RCEP”) will bring new momentum to economic and trade relations and investment cooperation between Southeast Asia
and its regional partners. The ongoing development of the Belt and Road project, new economic areas and the expansion of the
middle-class population in Southeast Asia have also enabled China and Southeast Asian countries to capture new opportunities
brought about by technological revolution and industrial transformation, with cooperation emerging in the areas of smart cities, 5G,
artificial intelligence, e-commerce, big data and blockchain. The Group’s overall development prospect in the Southeast Asian region
remains solid, while the attractiveness of RMB assets to overseas investors continues to open up new growth opportunities for the
Group’s regional business.

Enhancing regional business network layout and constantly optimising management of Southeast Asian entities

Following the successful operational launch of the Yangon Branch, the Group’s Hanoi Representative Office also commenced
business in Vietnam on 8 June. The new office has further enhanced the Group’s network coverage in Vietnam, strengthened services
to customers in the northern part of the country, and worked with Ho Chi Minh City Branch to achieve integrated business development
from the south to the north of Vietnam. The Group deepened the implementation of its regional management model and continued to
optimise management of its Southeast Asian entities. It continued to implement a “One Bank, One Strategy” differentiated operating
model to promote the proactive development of each entity. With the aim of further enhancing regional operations, BOCHK made
earnest efforts to centralise regional management and expedited the partial transfer of its regional operations to the Regional
Operation Centre in Nanning.

The Group’s Southeast Asian entities* recorded steady business growth. As at the end of June 2021, deposits from customers and
advances to customers amounted to HK$62,647 million and HK$55,494 million respectively, up 9.4% and 2.6% from the end of last
year. Amid falling market interest rates, net operating income before impairment allowances stood at HK$1,289 million, a drop of 1.2%
year-on-year. As at the end of June 2021, the non-performing loan ratio was 1.75%, down 0.15 percentage points from the end of
2020.

* Referring to the nine Southeast Asian entities, including BOC Thailand, BOC Malaysia, Ho Chi Minh City Branch, Manila Branch, Jakarta Branch,
Phnom Penh Branch, Vientiane Branch, Brunei Branch and Yangon Branch. Net operating income before impairment allowances and the balances
of deposits from customers and advances to customers represent the consolidated data which were prepared in accordance with Hong Kong Financial
Reporting Standards. The non-performing loan ratio was calculated in accordance with local regulatory requirements.

Adhering to stringent risk management so as to continuously strengthen regional risk management capabilities

The Group continued to strengthen its regional risk management during the pandemic, adhered to the implementation of the “Three
Lines of Defence” control mechanism, and provided professional guidance and differentiated management to its Southeast Asian
entities. By closely monitoring the development of the pandemic and regularly assessing its impact on the regional market and its
Southeast Asian entities, the Group adopted proactive counter-measures in order to ensure robust risk management and maintain
safe operations. It further strengthened its Southeast Asian entities’ credit risk management, undertaking regular reviews of each
entity’s credit portfolio, continuous ad-hoc risk reviews and non-performing loan collection and recovery in order to ensure stable
asset quality. In addition, for certain categories of common customers or specified portfolios within the Group, an internal ratings-
based approach was adopted to calculate the capital requirement for credit risk. The Group completed reviews on the delegation of
credit approval authority to its Southeast Asian entities, achieving a balance between business development and risk management.
Moreover, it continuously enhanced its Southeast Asian entities’ risk management capabilities in market risk, interest rate risk and
liquidity risk so as to ensure compliance with local regulatory requirements. The Group also made use of risk systems and technical
expertise to further strengthen its risk control capabilities in all aspects, including compliance, anti-money laundering and anti-fraud.
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DIGITAL TRANSFORMATION DEVELOPMENT

The Group continued to closely monitor market trends and remain customer-centric with the aim of comprehensively deepening its
digital transformation and advancing the scenario-based application of innovative fintech. The acceleration of its digital transformation
processes saw its front, middle and back offices undergo profound changes. Drawing on digital, intelligent and ecological support,
the Group remained committed to strengthening infrastructure construction, deepening scenario-based open banking services,
enhancing digitally-empowered businesses and optimising innovation mechanisms, thus laying a solid foundation for its long-term
development.

Strengthening infrastructure construction to provide high-quality and efficient digital banking services

The Group enhanced its mobile banking functionalities by providing customers with a new user interface design and improving its
mobile security token function. Optical character recognition and facial recognition technologies were introduced to strengthen eKYC
customer identity authentication, while artificial intelligence was introduced to perform real-time decision making and promote
personalised banking services and information to different customers based on their behaviour. The Group remained committed to
promoting intelligent, self-service and mobile services at its branches, and successfully launched the iService desktop version in five
branches to enhance customers’ self-service capabilities, which was well received by customers. The Group made functional
enhancements to its iGTB platform and extended its coverage across the Southeast Asian region. A network risk monitoring system
was introduced in order to continuously review network security levels, identify potential security risks arising from different aspects
using safety score cards, and provide appropriate reinforcement recommendations. The Group also continued to construct its cloud
system and deepened transformation related to information technology modernisation. During the period, the implementation of the
Group’s cloud platform, micro-service application architecture and technology operations model laid a solid foundation to support the
future continuous delivery of rapid, reliable and scalable new application services, enable different business lines to quickly react to
market changes, customer service requirements and open bank development, and advance the Group’s digital transformation
development strategy in all aspects.
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Deepening scenario-based construction to achieve seamless banking services

The Group actively promoted open banking services across different kinds of payment scenarios related to government services,
charity and education, transportation and consumer spending, in order to extend the coverage of its financial services. It facilitated
cross-sector cooperation to accelerate fintech development and opened up access to more than 90 open Application Programme
Interface (“API”). The Group joined hands with three major real estate agencies and mortgage intermediaries to launch an online real-
time property valuation service and mortgage application service via open API. As at the end of June 2021, the online real-time
property valuation service through open API had been used over 5.5 million times since launch. The Group also cooperated with two
stock quotation platforms to offer its customers cross-platform mobile banking trading services for Hong Kong stocks, US stocks and
A shares. The Group helped its customers to achieve their financial goals while making use of social media interactive marketing to
promote its services to the mass market. It also supported the HKSAR Government’s poverty alleviation measures by creating new
online application channels for the Community Care Fund and assisting the government in accepting applications and distributing
subsidies. The Group actively facilitated cooperation between schools and enterprises to encourage supply and demand matching,
so as to provide full support to the digital transformation of the education sector in Hong Kong. BoC Bill continued to provide the
market’'s most comprehensive digital billing and fund collection solutions, supporting the use of traditional bank cards, QR codes, FPS
and Octopus card services. The Group was able to provide fund collection solutions to a number of charitable organisations following
the launch of the BoC Bill e-Donation Platform. BoC Bill also provided a new integrated collection service for the HKSAR Government's
12,000 parking meters, supporting e-payment options through credit cards and QR codes, as well as remote extension of parking
time using HKeMeter. As at the end of June 2021, the total number of merchants that have installed BoC Bill increased by 7.9% from
the end of last year. The Group supported the HKSAR Government's HK$5,000 Consumption Voucher Scheme by providing a one-
stop solution via BoC Bill for all kinds of merchants to capture business opportunities from the scheme, thus expanding its merchant
coverage. Meanwhile, the geographical coverage of BoC Pay customers extended from the city centre to the outlying islands in every
part of Hong Kong. BoC Pay is now used in Hong Kong’s two main convenience stores, three major supermarkets and most well-
known fast food chains, as well as for bill payments for services rendered by the government and public entities, and property
management fees. As at the end of June 2021, the total number of BoC Pay users recorded a significant increase of 17.6% from the
end of last year, while related transaction volumes achieved growth of 68.8% compared to the same period of the previous year. The
number of customers with FPS accounts as at the end of June 2021 increased by 20.1% compared to the end of last year.

Enhancing digitally-empowered businesses to improve customer experience

The Group is committed to continually reshaping and refining its business processes with a view to enhancing operational efficiency,
improving customer experience and strengthening product innovation. Robotic process automation (“RPA”) technology was further
extended within the Group’s middle and back office operations, which effectively automated operational procedures, reduced
processing times and enhanced employee productivity, improving related processing efficiency by 50%. The Group deepened digital
empowerment by strengthening its cooperation with third-party platforms, introducing real-time shipping data to facilitate trade
financing, and accelerating the digital transformation of its supply chain. It launched an electronic mortgage application platform so
as to reduce the use of paper mortgage application forms. In addition, it gradually accelerated the automation of its operating
procedures by enabling customer application data to be directly transmitted to its approval system, with over 90% of mortgage
applications covered as at the end of June 2021. The Group also enhanced the operational efficiency of its property valuation process
through the application of blockchain, which covered 99% of its total property valuations during the reporting period. The Group also
implemented intelligent risk control applications including real-time risk control on different platforms such as personal internet banking
and mobile banking, BoC Pay, BoC Bill, ATM transactions and remittance.
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RISK MANAGEMENT

Overview

The Group believes that sound risk management is crucial to the success of any organisation. In its daily operation, the Group
attaches a high degree of importance to risk management and emphasises that a balance must be struck between risk control and
business development. The principal types of risk inherent in the Group’s businesses are credit risk, market risk, interest rate risk,
liquidity risk, operational risk, reputation risk, legal and compliance risk, and strategic risk. The Group’s risk management objective is
to enhance shareholder value by maintaining risk exposures within acceptable limits. The Group has a defined risk appetite statement
approved by the Board, which is an expression of the types and level of risk that the Group is willing to take in a controllable way in
order to achieve its business goals and to meet the expectations of its stakeholders.

Risk management governance structure

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

The Board of Directors, representing the interests of shareholders, is the highest decision-making authority of the Group and has the
ultimate responsibility for risk management. The Board, with the assistance of its committees, has the primary responsibility for the
formulation of risk management strategies, risk appetite and risk culture and ensuring that the Group has an effective risk management
system to implement these strategies.

The Risk Committee (“RMC”), a standing committee established by the Board of Directors, is responsible for overseeing the Group’s
various types of risks, approving Level | risk management policies and monitoring their implementation, and approving significant or
high risk exposures or transactions. The Audit Committee assists the Board in fulfilling its role in overseeing the internal control system.

The Chief Executive (“CE”) is responsible for managing the Group’s various types of risks, and approving material risk exposures or
transactions within his authority delegated by the Board of Directors. The Deputy Chief Executives (“DCEs”) assist the CE in fulfilling
his responsibilities on the day-to-day management of various types of risk, and are responsible for approving material risk exposures
or transactions within their authorities delegated by the CE. The Chief Risk Officer (“CRO”) together with the Deputy Chief Executive
in charge of legal, compliance, operational risk and anti-money laundering assist the CE in fulfilling his responsibilities on day-to-day
management of various types of risks and internal control; responsible for initiating new risk management strategies, projects and
measures in response to regulatory changes that will enable the Group to better monitor and manage any risks that may arise from
time to time from new businesses, products and changes in the operating environment and responsible for reviewing material risk
exposures or transactions within the delegated authority. In accordance with the principle of setting the hierarchy of risk management
policies approved by the Board, senior management is also responsible for approving the detailed risk management policies of their
areas.

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

The Group’s principal banking subsidiaries are subjected to risk management policies that are consistent with those of the Group.
Risk management units of BOCHK monitor the risk management status of these subsidiaries.
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Credit risk management

Credit risk is the risk of loss that a customer or counterparty is unable to or unwilling to meet its contractual obligations. Credit risk
exists in the trading book and banking book, as well as from on- and off-balance sheet transactions of the Group. It arises principally
from lending, trade finance and treasury businesses. The Chief Credit Officer, who reports directly to the CRO, takes charge of credit
risk management and is also responsible for the control of credit risk exposures of subsidiaries in line with the credit risk management
principles and requirements set by the Group.

For advances, different credit approval and control procedures are adopted according to the level of risk associated with the customer,
counterparty or transaction. The Credit Risk Assessment Committee, comprising experts from credit and other functions, is
responsible for making an independent assessment of material credit applications which require the approval of DCEs or above.
Credit applications for non-retail exposures are independently reviewed and objectively assessed by risk management units. Obligor
ratings (in terms of probability of default) and facility ratings (in terms of loss given default) are assigned to these portfolios to support
credit approval. Retail internal rating systems are deployed in the risk assessment of retail credit transactions, including small business
loans under retail exposures, residential mortgage loans, personal loans and credit cards, etc. Loan grades, obligor and facility ratings
as well as loss estimates (if applicable) are used to support credit approval.

The Group also uses loan grades, obligor ratings and loss estimates (if applicable) to support credit monitoring, reporting and analysis
of credit risk information. For non-retail exposures, more frequent rating review and closer monitoring are required for higher-risk
customers. For retail exposures, monthly updated internal ratings and loss estimates are used for credit monitoring on a portfolio
basis. More comprehensive review is required for obligors being identified under high-risk pools. The Group adopts loan grading
criteria which divide credit assets into five categories with reference to the HKMA's guidelines. The Risk Management Department
(“RMD”) provides regular credit management information reports and ad hoc reports to the Management Committee (“MC”), RMC
and Board of Directors to facilitate their continuous monitoring of credit risk. In addition, the Group identifies credit concentration risk
by industry, geography, customer or counterparty. The Group monitors changes to every counterparties credit risk, quality of the credit
portfolio and credit risk concentrations, and reports regularly to the Group’s Management.

The Group employs an internal master rating scale that can be mapped to Standard & Poor’s external credit ratings. The structure of
internal master rating scale is in compliance with the requirement of the Banking (Capital) Rules under the Hong Kong Banking
Ordinance.

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

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

Stage 1: if the financial instruments are not credit-impaired during origination and their credit risk has not increased significantly since
origination, and the impairment allowance is measured at an amount up to 12-month ECL;

Stage 2: if the financial instruments are not credit-impaired during origination but their credit risk has increased significantly since
origination, and the impairment allowance is measured at an amount equal to the lifetime ECL;

Stage 3: if the financial instruments are credit-impaired and their future cash flows of that financial instruments are adversely affected
by one or more events, and the impairment allowance is also measured at an amount equal to the lifetime ECL.

The Group has established the significant credit deterioration criteria framework to determine the stage of the financial instrument.

The framework incorporates both quantitative and qualitative assessment, taking into account of factors such as number of days past
due, change in Internal Ratings-Based (“IRB”) rating, low credit risk threshold and the watchlist.

56



BANK OF CHINA (HONG KONG) LIMITED

@ ¥ 8 frmm)amad

Management Discussion and Analysis (continued)

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

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

The Baseline scenario is prepared by our Economics & Strategic Planning Department. Historical data, economic trend, external
forecast from governmental and non-governmental organisation, etc. are also used as benchmarks to ensure the scenario is
reasonable and supportable. For the Good and Bad scenarios, the Group makes reference to the historical macroeconomics data.

The macroeconomic factors in the major countries/regions the Group operates such as Gross Domestic Product growth, Consumer
Price Index, Property Price Index and Unemployment Rate are applied in the economic scenarios. These macroeconomic factors are
considered to be important to the Group’s ECL in statistical analysis and business opinion.

The probability weight assigned for each scenario reflects the Group’s view for the economic environment, which implements the
Group’s prudent and consistent credit strategy of ensuring the adequacy of impairment allowance. A higher probability weight is
assigned to the Baseline scenario to reflect the most likely outcome and a lower probability weight is assigned to the Good and Bad
scenarios to reflect the less likely outcomes. As of June 2021, the probability weight of the Group’s Baseline scenario is higher than
the sum of probability weight of Good and Bad scenarios.

One of essential macroeconomic factors used by the Group to assess ECL:
Macroeconomic Factor Scenario Weighted Value
2021 Hong Kong GDP Growth 3.05%

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

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

Market risk management

Market risk refers to the risk of loss arising from movements in the value of foreign exchange, interest rate, equity and commodity
positions held by the Group due to the volatility of financial market price (foreign exchange rate, interest rate, equity price, commodity
price). The Group adopts a moderate market risk appetite to achieve a balance between risk and return. The Group’s objective in
managing market risk is to secure healthy growth of the treasury business, by the effective management of potential market risk in
the Group’s business, according to the Group’s overall risk appetite and strategy of the treasury business on the basis of a well-
established risk management regime and related management measures.

In accordance with the Group’s corporate governance principles in respect of risk management, the Board and RMC, senior
management and functional departments/units perform their duties and responsibilities to manage the Group’s market risk. The RMD
is responsible for the Group’s market risk management, assisting senior management to perform their day-to-day duties,
independently monitoring the market risk profile and compliance of management policies and limits of the Group and BOCHK, and
ensuring that the aggregate and individual market risks are within acceptable levels.
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The Group’s market risk management covers BOCHK and its subsidiaries. The Group establishes market risk management policies
to regulate BOCHK'’s and its subsidiaries’ market risk management; meanwhile, the Group sets up the Group’s VaR and stress test
limits, which are allocated and monitored across the Group according to the business requirements and risk tolerance levels. In line
with the requirements set in the Group’s policy, the subsidiaries formulate the detailed policies and procedures and are responsible
for managing their daily market risk.

The Group sets up market risk indicators and limits to identify, measure, monitor and control market risk. Major risk indicators and
limits include but are not limited to VaR, Stop Loss, Open Position, Stress Testing and Sensitivity Analysis (Basis Point Value, Greeks),
etc. To meet management’s requirements, major risk indicators and limits are classified into three levels, and are approved by the
RMC, senior management or the head of the respective business unit respectively. The treasury business units of BOCHK and
subsidiaries (as for Group Limit) are required to conduct their business within approved market risk indicators and limits.

The Group uses the VaR to measure and report general market risks to the RMC and senior management on a periodic basis. The
Group adopts a uniformed VaR calculation model, using a historical simulation approach and two years of historical market data, to
calculate the VaR of the Group and its subsidiaries over a one-day holding period with a 99% confidence level, and sets up the VaR
limit of the Group and its subsidiaries.

The Group adopts back-testing to measure the accuracy of VaR model results. The back-testing compares the calculated VaR figure
of market risk positions of each business day with the actual and hypothetical gains or losses arising from those positions on the next
business day. Generally speaking, the number of back-testing exceptions in a rolling 12-month period will not exceed four times, given
a 99% confidence level.

Interest rate risk management

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

- Gap risk: mismatches in the maturity or repricing periods of assets and liabilities that may affect net interest income and economic
value;

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

- Option risk: exercise of the options embedded in assets, liabilities or off-balance sheet items that can cause a change in the cash
flows of assets and liabilities.

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

The Group sets out interest rate risk indicators and limits to identify, measure, monitor and control interest rate risk on a daily basis.
The indicators and limits include, but are not limited to, repricing gap limits, basis risk, duration, price value of a basis point (“PVBP”),
net interest income sensitivity ratio (“NII”), economic value sensitivity ratio (‘EVE”), etc. The indicators and limits are classified into
different levels, which are approved by the CFO, CRO, ALCO and RMC accordingly. Risk-taking business units are required to conduct
their business within the boundary of the interest rate risk limits. Before launching a new product or business in the banking book, the
relevant departments are required to go through a risk assessment process, which includes the assessment of underlying interest
rate risk and consideration of the adequacy of current risk monitoring mechanism. Any material impact on interest rate risk noted
during the risk assessment process will be submitted to the RMC for approval.

NIl and EVE assess the impact of interest rate movement on the Group’s net interest income and capital base. They are the Group’s
key interest rate risk indicators. The former assesses the impact of interest rate movement on net interest income as a percentage to
the projected net interest income for the year. The latter assesses the impact of interest rate movement on economic value (i.e. the
net present value of cash flows of assets, liabilities and off-balance sheet items discounted using the market interest rate) as a
percentage to the latest Tier 1 capital. Limits are set by the RMC on these two indicators to monitor and control the Group’s banking
book interest rate risk.
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The Group uses scenario analyses and stress tests to assess the banking book interest rate risk that the Group would face under
adverse circumstances. Scenario analyses and stress tests are also used to assess the impact on net interest income and economic
value arising from the optionality of savings deposits, the prepayment of mortgage loans and the prepayment of debt securities with
embedded options.

Liquidity risk management

Liquidity risk is the risk that banks may not be able to obtain sufficient and timely funding at a reasonable cost to meet their obligations
as they fall due. The Group maintains a sound liquidity risk appetite to provide stable, reliable and adequate sources of cash to meet
liquidity needs under normal circumstances and stressed scenarios.

In accordance with the Group’s corporate governance principles in respect of risk management, the Board and the RMC, senior
management and functional departments/units perform their duties and responsibilities to manage the Group’s liquidity risk. The RMC
is the decision-making authority of liquidity risk management, and assumes the ultimate responsibility of liquidity risk management.
As authorised by the RMC, ALCO exercises its oversight of liquidity risk and ensures the daily operations of the Group are in
accordance with the risk appetite and policies as set by the RMC. The RMD is responsible for the Group’s liquidity risk management.
It cooperates with the Financial Management Department and Investment Management, etc. to assist the ALCO to perform liquidity
management functions according to their specific responsibilities.

The Group’s liquidity risk management objective is to effectively manage the liquidity of on- and off-balance sheet items with a
reasonable cost based on the liquidity risk appetite to achieve sound operation and sustainable profitability. Deposits from customers
are the Group’s primary source of funds. To ensure stable and sufficient sources of funds are in place, the Group actively attracts new
deposits, keeps the core deposit and obtains supplementary funding from the interbank market and by issuing bills in the capital
market. According to different term maturities and the results of funding needs estimated from stressed scenarios, the Group adjusts
its asset structure (including loans, bonds investment, interbank placement, etc.) to maintain sufficient liquid assets which provides
adequate funds in support of normal business needs and ensure its ability to raise funds at a reasonable cost to serve external claims
in case of emergency. The Group is committed to diversify the sources, tenors and use of funding to avoid excessive concentration
of assets and liabilities; and prevent triggering liquidity risk due to the break of funding strand resulting from over-concentration of
sources and use of funding in a particular area where problems occur. In order to manage such risk, the Group sets concentration
limits on collateral pools and sources of funding such as Tier 1 high-quality readily liquefiable assets to total high-quality readily
liquefiable assets ratio, top ten depositors ratio and large depositors ratio. Whenever necessary, the Group could improve the liquidity
position by taking mitigation actions including, but not limited to obtaining funding through interbank borrowings or repos in the money
market, selling bonds in the secondary market or retaining existing and attracting new customer deposits. Apart from increasing the
funding, the Group would maintain good communication with the counterparties, the parent bank and the regulators to enhance
mutual confidence.

The Group has established intra-group liquidity risk management guidelines to manage the liquidity funding among different entities
within the Group, and to restrict their reliance of funding on each other. The Group also pays attention to manage liquidity risk created
by off-balance sheet activities, such as loan commitments, derivatives, options and other complex structured products. The Group
has an overall liquidity risk management strategy to cover the liquidity management of foreign currency assets and liabilities, collateral,
intra-day liquidity, intra-group liquidity, the liquidity risk arising from other risks, etc., and has formulated corresponding contingency
plan.

The Group established liquidity risk management indicators and limits to identify, measure, monitor and control liquidity risk on a daily
basis. These indicators and limits include, but are not limited to liquidity coverage ratio (‘LCR”), net stable funding ratio (“NSFR”),
loan-to-deposit ratio, Maximum Cumulative Cash Outflow (“MCQ”) and liquidity cushion. The Group applies a cash flow analysis to
assess the Group’s liquidity condition under normal conditions and also performs a liquidity stress test (including institution specific,
general market crisis and combined crisis) and other methods at least on a monthly basis to assess the Group’s capability to withstand
various severe liquidity crises. Also, relevant management information systems such as the Assets and Liabilities Management
System and the Basel Liquidity Ratio Management System are developed to provide data and to prepare for regular management
reports to facilitate liquidity risk management duties.
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Management Discussion and Analysis (continued)

In accordance with the requirements of Supervisory Policy Manual LM-2 “Sound Systems and controls for Liquidity Risk Management”
issued by the HKMA, the Group has implemented a behaviour model and assumptions of cash flow analysis and stress test to
enhance the Group’s cash flow analysis under both normal and stressed conditions. In cash flow analysis under normal circumstances,
assumptions have been made relating to on-balance sheet items (such as deposits from customers) and off-balance sheet items
(such as loan commitments). According to various characteristics of the assets, liabilities and off-balance sheet items, the Group
forecasts the future cash flow based on the contractual maturity date and the assumptions of customer behaviour and balance sheet
changes. The Group establishes the MCO indicator which predicts the future 30 days maximum cumulative net cash outflow in normal
situations based on the above assumptions, to assess if the Group has sufficient financing capacity to meet the cash flow gap in order
to achieve the objective of continuing operations.

In the liquidity stress test, institution specific, general market crisis and combined crisis scenarios have been set up, a combined crisis
scenario is a combination of institution specific and general market crisis to assess the Group’s capability to withstand a more severe
liquidity crisis, with a more stringent set of assumptions being adopted. Stress test assumptions include the run-off rate of retail,
wholesale and interbank deposits; the drawdown rate of loan commitments and trade-related contingent liabilities; the delinquency
ratio and rollover rate of customer loans; and haircut of interbank placement and marketable securities. As at 30 June 2021, the Group
was able to maintain a net cash inflow under the three stressed scenarios, indicating the Group has the ability to meet financing needs
under stressed conditions. In addition, the Group has a policy in place to maintain a liquidity cushion which includes high quality or
comparable quality marketable securities issued or guaranteed by sovereigns, central banks, public sector entities or multilateral
development banks with 0% or 20% risk weight or marketable securities issued by non-financial corporate with a corresponding
external credit rating of A- or above to ensure funding needs even under stressed scenarios. A contingency plan is being established
which details the conditions to trigger the plan based on stress test results and early warning indicators, the action plans and relevant
procedures and responsibility of relevant departments.

The Group, being classified as a category 1 authorised institution by the HKMA, is required to calculate the LCR and NSFR on a
consolidated basis in accordance with the Banking (Liquidity) Rules. The Group is required to maintain a LCR and NSFR not less
than 100% in 2021.

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

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

The Group has established a set of uniform liquidity risk management policies which serve as standards and guidance to all the
Group’s members for liquidity risk management. On the basis of the Group’s uniform policies, each of the subsidiaries develops its
own liquidity management policies according to its own characteristics, and assumes its own liquidity risk management responsibility.
Subsidiaries are required to report their respective liquidity positions with relevant liquidity ratios on a regular basis to the RMD of
BOCHK, which consolidates this information and evaluates group-wide liquidity risk to ensure relevant requirements are satisfied.
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Management Discussion and Analysis (continued)

Operational risk management
Operational risk is the risk of loss resulting from inadequate or failed internal process, people and system, or from external events.
The risk is inherent in every aspect of business operations and confronted by the Group in its day-to-day operational activities.

The Group has implemented the “Three Lines of Defence” for its operational risk management. All departments or functional units as
the first line of defence are the first parties responsible for operational risk management, and carry out the duties and functions of self
risk control in the process of business operation through self assessment and self enhancement. The Legal & Compliance and
Operational Risk Management Department (“LCO”), together with certain specialist functional units in relation to operational risk
management within the Group, including the Human Resources Department, Corporate Services Department, Financial Crime
Compliance Department, Financial Management Department, Treasury and General Accounting & Accounting Policy Department
(collectively known as “specialist functional units”), are the second line of defence. They are responsible for assessing and monitoring
the operational risk conditions in the first line of defence, and providing them with guidance. The LCO, being independent from the
business units, is responsible for assisting the Management in managing the Group’s operational risk, including the establishment
and review of the operational risk management policy and framework, designing the operational risk management tools and reporting
mechanism, and assessing and reporting the overall operational risk position to the Management and RMC. Specialist functional units
are required to carry out their managerial duties of the second line of defence with respect to some specific aspects of operational
risk and its related issues. Besides taking charge of operational risk management in their own units, these units are also required to
provide other units with professional advice/training in respect of certain operational risk categories and to lead the group-wide
operational risk management. Group Audit is the third line of defence which provides independent assessment to the effectiveness
and adequacy of the operational risk management framework and is required to conduct periodic audit of the operational risk
management activities of various departments or functional units within the Group regarding their compliance and effectiveness and
to put forward recommendations for remedial actions.

The Group has put in place an effective internal control process which requires the establishment of policies and control procedures
for all the key activities. The Group adheres to the fundamental principle of proper segregation of duties and authorisation. The Group
adopts various operational risk management tools or methodologies such as key risk indicators, self-assessment, operational risk
events reporting and review to identify, assess, monitor and control the risks inherent in business activities and products, as well as
purchase of insurance to mitigate unforeseeable operational risks. Business continuity plans are established to support business
operations in the event of an emergency or disaster. Adequate backup facilities are maintained and periodic drills are conducted.

Reputation risk management

Reputation risk is the risk that negative publicity about the Group’s business practices, whether genuine or not, will cause a potential
decline in the customer base, or lead to costly litigation or revenue decrease. Reputation risk is inherent in other types of risk and
every aspect of business operation and covers a wide spectrum of issues.

In order to mitigate reputation risk, the Group has formulated and duly followed its Reputation Risk Management Policy. The policy
aims to identify and prevent reputation risk proactively at an early stage when an incident occurs. Since reputation risk is often caused
by various types of operational and strategic issues that negatively impact the trust and perception of the Group, all operational and
key risks identified are assessed through the established Key Control Self-Assessment framework, including risk assessment tools,
to evaluate the severity of their impact on the Group, including the damage to reputation.

In addition, the Group has put in place a comprehensive framework to continuously monitor reputation risk incidents in the financial
industry. This continuous monitoring enables the Group to effectively manage, control and mitigate any potential adverse impact from
an incident. The Group also adopts robust disclosure practices to keep our stakeholders informed at all times, which helps build
confidence in the Group and establish a strong public image.

Legal and compliance risk management

Legal risk is the risk that unenforceable contracts, lawsuits or adverse judgments may disrupt or otherwise negatively affect the
operations or financial conditions of the Group. Compliance risk is the risk of legal or regulatory sanctions, financial losses or losses
in reputation the Group may suffer as a result of its failure to comply with applicable laws and regulations. Legal and compliance risks
are managed by the LCO, while the risks related to money laundering, terrorist financing, fraud, bribery and corruption are
independently managed and monitored by the Financial Crime Compliance Department (“FCC”). Both LCO and FCC report directly
to the DCE. As part of the Group’s corporate governance framework, the policies for the management of legal and compliance risks,
and money laundering, terrorist financing and financial crime compliance risks are approved by the RMC as delegated by the Board.
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Management Discussion and Analysis (continued)

Strategic risk management

Strategic risk generally refers to the risks that may cause current or future negative impacts on the earnings, or capital or reputation
or market position of the Group because of poor business decisions, improper implementation of strategies and inadequacies in the
response to the changing market condition. The Board reviews and approves the strategic risk management policy. Key strategic
issues have to be fully evaluated and properly endorsed by the senior management and the Board.

The Group regularly reviews its business strategies to cope with the latest market situation and developments.

Capital management

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

To comply with the HKMA's requirements as stated in the Supervisory Policy Manual “Supervisory Review Process”, the Group adopts
the internal capital adequacy assessment process (“ICAAP”) and reviews it annually. Based on the HKMA's guidelines on Pillar II,
ICAAP has been initiated to assess the extra capital needed to cover the material risks not captured or not adequately captured under
Pillar I, and therefore minimum Common Equity Tier 1 capital ratio, minimum Tier 1 capital ratio and minimum Total capital ratio are
determined. Meanwhile, operating ranges for the aforementioned capital ratios have also been established which enable the flexibility
for future business growth and efficiency of capital utilisation.

Stress testing

The Group supplements the analysis of various types of risks with stress testing. Stress testing is a risk management tool for
estimating risk exposures under stressed conditions arising from extreme but plausible market or macroeconomic movements. These
tests are conducted on a regular basis by the Group’s various risk management units in accordance with the principles stated in the
Supervisory Policy Manual “Stress-testing” published by the HKMA. The ALCO monitors the results against the key risk limits
approved by the RMC. The Financial Management Department reports the combined stress test results of the Group to the Board
and RMC regularly.
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Condensed Consolidated Income Statement

Interest income

Interest income calculated using the

effective interest method
Others
Interest expense

Net interest income

Fee and commission income

Fee and commission expense

Net fee and commission income

Net trading gain

Net (loss)/gain on other financial instruments at

fair value through profit or loss
Net gain on other financial assets
Other operating income

Net operating income before impairment

allowances

Net charge of impairment allowances

Net operating income
Operating expenses

Operating profit

Net loss from disposal of/fair value
adjustments on investment properties

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

Share of results after tax of associates and

joint ventures

Profit before taxation
Taxation

Profit for the period

Profit attributable to:
Equity holders of the Bank
Non-controlling interests

Dividends

(REHH) CREH)
(Unaudited) (Unaudited)
JELEHE R E
2021 4¢ 2020 4

6 530H 6 H30H
Half-year ended Half-year ended
B 30 June 30 June
Notes 2021 2020
WHEATT Y
HK$’'m HK$'m
18,012 27,217
17,917 26,904
95 313
(3,855) (10,289)
5 14,157 16,928
8,186 6,836
(1,195) (1,129)
6 6,991 5,707
7 2,243 2,323
(12) 153
9 400 2,506
10 361 366
24,140 27,983
1 (1,185) (1,343)
22,955 26,640
12 (7,304) (7,331)
15,651 19,309
13 (20) (615)
14 (22) (3)
40 25
15,649 18,816
15 (2,513) (3,026)
13,136 15,790
13,040 15,704
96 86
13,136 15,790
16 4,735 4,735

The notes on pages 71 to 180 are an integral part of this interim financial information.
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Condensed Consolidated Statement of Comprehensive

Income

(REFH) CRZEHT)
(Unaudited) (Unaudited)
PELEEE PR R
2021 4¢ 2020
6 H30H 6 H30H
R Half-year ended Half-year ended
P 30 June 30 June
Notes 2021 2020
WA WEmE I
HK$’'m HK$'m
Profit for the period 13,136 15,790
Items that will not be reclassified subsequently
to income statement:
Premises:
Revaluation of premises 417 (538)
Deferred tax (57) 109
360 (429)
Equity instruments at fair value through other
comprehensive income:
Change in fair value (79) 41)
Deferred tax (4) 6
(83) (35)
Own credit risk:
Change in fair value of own credit risk of
financial liabilities designated at fair value
through profit or loss - 1
Deferred tax - -
- 1
277 (463)
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HELZSAHIRER Condensed Consolidated Statement of Comprehensive

€:3) Income (continued)
CR&FEH) CREH )
(Unaudited) (Unaudited)
ARG PARLH S
2021 4 2020 F
6 H30H 6 H30H
. Half-year ended Half-year ended
g 30 June 30 June
Notes 2021 2020
WMEAT HEME GG
HK$’'m HK$'m
HIGT EH A R BWER A Items that may be reclassified subsequently
A : to income statement:
DL SPAEARA T N oA 4> T Debt instruments at fair value through other
a5 LA: comprehensive income:
A THEZ Change in fair value (832) 4,022
B VE R A (BRe) /8l Change in impairment allowances
5% (credited)/charged to income statement 11 ) 71
RIALE /W2 8] 2 3 3 =558 4y Release upon disposal/redemption
FKEWHR reclassified to income statement 9 (401) (2,518)
ISR R PR B R & Amortisation of accumulated amount of fair
W SR R B R value hedge adjustment reclassified to
income statement 7 2
366 SE T Deferred tax 231 (248)
(996) 1,329
itk el Currency translation difference (365) (369)
(1,361) 960
HA A B e HoAth AT e s Other comprehensive income for the
period, net of tax (1,084) 497
B AT 2 B Total comprehensive income for the period 12,052 16,287
RS ER BB Total comprehensive income attributable
to:
AARIT AR Equity holders of the Bank 11,956 16,201
E| A& Non-controlling interests 96 86
12,052 16,287

371 3 180 T P J@ A A I The notes on pages 71 to 180 are an integral part of this interim financial information.
SR Z RSy -
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Condensed Consolidated Balance Sheet

CREFT) (&)
(Unaudited) (Audited)
F 2021 £ TF 2020 4£
6 H30H 12H431H
{ipas At 30 June At 31 December
Notes 2021 2020
WHHEAT HME AT
HK$’'m HK$'m
ASSETS
Cash and balances and placements with banks
and other financial institutions 17 545,564 463,081
Financial assets at fair value through profit or
loss 18 32,266 32,745
Derivative financial instruments 19 37,193 52,811
Hong Kong SAR Government certificates of
indebtedness 197,650 189,550
Advances and other accounts 20 1,747,188 1,499,808
Investment in securities 21 896,662 789,869
Interests in associates and joint ventures 700 663
Investment properties 22 18,752 18,740
Properties, plant and equipment 23 45,833 46,504
Current tax assets 34 69
Deferred tax assets 29 106 95
Other assets 24 127,401 50,595
Total assets 3,649,349 3,144,530
LIABILITIES
Hong Kong SAR currency notes in circulation 197,650 189,550
Deposits and balances from banks and other
financial institutions 331,354 326,241
Financial liabilities at fair value through profit or
loss 25 13,030 20,336
Derivative financial instruments 19 36,957 60,355
Deposits from customers 26 2,689,339 2,190,322
Debt securities and certificates of deposit in
issue 27 78 426
Other accounts and provisions 28 62,717 51,086
Current tax liabilities 4,917 3,878
Deferred tax liabilities 29 5,498 5,778
Total liabilities 3,341,540 2,847,972
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Condensed Consolidated Balance Sheet (continued)

EQUITY

Share capital
Reserves

Capital and reserves attributable to equity
holders of the Bank

Other equity instruments of the Bank
Non-controlling interests
Total equity

Total liabilities and equity

CRERTH (&I
(Unaudited) (Audited)
F 2021 & F 2020 4
6 H30H 12 A31H
By At 30 June At 31 December
Notes 2021 2020
BHEAT wmE
HK$’'m HK$'m
30 43,043 43,043
241,017 229,749
284,060 272,792
31 23,476 23,476
273 290
307,809 296,558
3,649,349 3,144,530

The notes on pages 71 to 180 are an integral part of this interim financial information.
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T 2020 412 A
31H

At 1 January 2020

Profit for the period
Other

comprehensive

income:

Premises

Equity
instruments at
fair value
through other
comprehensive
income

Own credit risk

Debt instruments
at fair value
through other
comprehensive
income

Currency
translation
difference

Total
comprehensive
income

Release upon
redemption of
financial liabilities
designated at fair
value through
profit or loss:
Transfer
Deferred tax
Current tax

Transfer to retained
earnings

Dividend paid to
other equity
instrument
holders

Dividends

At 30 June 2020

Profit for the period
Other
comprehensive
income:
Premises
Equity
instruments at
fair value
through other
comprehensive
income
Debt instruments
at fair value
through other
comprehensive
income
Currency
translation
difference

Total
comprehensive
income

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

Transfer
Deferred tax
Current tax

Transfer to retained
earnings

Dividend paid to
other equity
instrument
holders

Dividends

At 31 December
2020

Condensed Consolidated Statement of Changes in

Equity

CREH )
(Unaudited)
VAR T AT IR R
Attributable to equity holders of the Bank
%
Reserves
AFE EETE AT Hefls
BEre o AREh A fit % JEAL T A El=ctd]
Al Reserve Reserve Other i
A Premises for forown  MHEEfiEE* Hrifk & AR equity Non- FEAR L
Share revaluation fair value credit Regulatory Translation Retained it instruments controlling Total
capital reserve changes risk reserve* reserve earnings Total of the Bank interests equity
WREGC WmE A WmEA WmE e WmEAe WmE A WmEAe WHEa mEae WmEa WmEc
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
43,043 39,505 2,336 (33) 11,077 (581) 163,525 258,872 23,476 282 282,630
- - - - - - 15,704 15,704 - 86 15,790
- (429) - - - - - (429) - - (429)
- - (35) - - - - (35) - - (35)
- - - 1 - - - 1 - - 1
- - 1,329 - - - - 1,329 - - 1,329
N - (49) - - (320) - (369) - - (369)
- (429) 1,245 1 - (320) 15,704 16,201 - 86 16,287
- - - 38 - - (38) - - - -
- - - ® - - - ®) - - ®)
- - - - - - 6 6 - - 6
- - - - (5,410) - 5,410 - - - -
R R R R - - (689) (689) - - (689)
- - - - - - - - - (105) (105)
43,043 39,076 3,581 - 5,667 (901) 183,918 274,384 23,476 263 298,123
- - - - - - 11,648 11,648 - 95 11,743
- 971) - - - - - 971) - - 971)
- - 169 - - - - 169 - - 169
- - (221) - - - - (221) - - (221)
- - 210 - - 398 - 608 - - 608
- 971) 158 - - 398 11,648 11,233 - 95 11,328
- - (7) - - - 7 - - - -
- - 1 - - - - 1 - - 1
- - - - - - Q) Q) - - Q)
- - - - (887) - 887 - - - -
- - - - - - (687) (687) - - (687)
- - - - - - (12,138) (12,138) - (68)  (12,206)
43,043 38,105 3,733 - 4,780 (503) 183,634 272,792 23,476 290 296,558
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Condensed Consolidated Statement of Changes in Equity

(82) (continued)
(Resit)
(Unaudited)
BRTFARTRR
Attributable to equity holders of the Bank
Reserves
APHE  BEER AERTIAR
B EEEE KRR BT R Elz)
EffE Reserve Reserve Other 3
A& Premises for forown BEMEE* B BERF equity Non-  BA&EH
Share revaluation fair value credit Regulatory Translation Retained Hit instruments controlling Total
capital reserve changes risk reserve* reserve earnings Total of the Bank interests equity
wHEAT BTREAT BTFEAT BFEAT WBHEAT WHEAT BHEAx WBHEAR BHEAT WBHEAT BAEART
HK$’m HK$'m HK$'m HK$'m HK$’m HK$’m HK$’'m HK$’'m HK$’m HK$’m HK$’'m
T 202141 41 At 1January 2021
H 43,043 38,105 3,733 - 4,780 (503) 183,634 272,792 23,476 290 296,558
P 3 Profit for the period - - - - - - 13,040 13,040 - 96 13,136
HAb A TR« Other
comprehensive
income:
B Premises - 360 - - - - - 360 - - 360
LA Equity
N HiAth 4 T instruments at
R T A fair value
through other
comprehensive
income - - (83) - - - - (83) - - (83)
AR Debt instruments
A HAth 4> Tl at fair value
WS TR through other
comprehensive
income - - (996) - - - - (996) - - (996)
B Currency
translation
difference - - - - - (365) - (365) - - (365)
A2 A Total
comprehensive
income - 360 (1,079) - - (365) 13,040 11,956 - 96 12,052
HIREAAMA  Transfer from
retained earnings - - - - 1,885 - (1,885) - - - -
HAHABRA TR Dividend paid to
FHHRE other equity
instrument
holders - - - - - - (688) (688) - - (688)
Jie K Dividends - - - - - - - - - (113) (113)
F 2021426 H 30 At 30 June 2021
H 43,043 38,465 2,654 - 6,665 (868) 194,101 284,060 23,476 273 307,809

Y BRI SRS HENIES 9 SRR
IO AE HE A, 156 R BRIk 0y
P A7 280 R 22 A 5 T R SBEU 2
FH LA SR R 458 2R R At AS T 3393 X
(598

55 71 2 180 T MHE B A 110 55
GORLZ AL 7 o

*

In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future

losses or other unforeseeable risks, in addition to the loan impairment allowances recognised under HKFRS 9.

The notes on pages 71 to 180 are an integral part of this interim financial information.
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Condensed Consolidated Cash Flow Statement

Cash flows from operating activities
Operating cash inflow before taxation
Hong Kong profits tax paid
Overseas profits tax paid

Net cash inflow from operating activities

Cash flows from investing activities
Additions of properties, plant and equipment
Proceeds from disposal of properties, plant

and equipment
Additions of investment properties
Additions of intangible assets

Net cash outflow from investing activities

Cash flows from financing activities

Dividend paid to other equity instrument
holders

Dividend paid to non-controlling interests

Payment for redemption of subordinated
liabilities

Interest paid for subordinated liabilities

Payment of lease liabilities

Net cash outflow from financing activities
Increase in cash and cash equivalents

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

cash equivalents

Cash and cash equivalents at 30 June

CGREFH) CR&H )
(Unaudited) (Unaudited)
JEEGEHEE PR HE
2021 ¢ 2020 4
6 A30H 6 H30H
R Half-year ended Half-year ended
P 30 June 30 June
Notes 2021 2020
WEEATT BHE I
HK$’'m HK$'m
32(a) 125,474 77,202
(1,390) (4,661)
(173) (273)
123,911 72,268
(92) (429)
6 7
(6) 4)
(302) -
(394) (426)
(688) (689)
(113) (105)
- (12,603)
- (350)
(349) (372)
(1,150) (14,119)
122,367 57,723
455,428 331,459
129 (3,204)
32(b) 577,924 385,978

The notes on pages 71 to 180 are an integral part of this interim financial information.
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H A I 25 Bk B Notes to the Interim Financial Information
1. Zmib|EEAE R EEFEUSE 1. Basis of preparation and significant accounting policies

(a) Zmi R (a) Basis of preparation
[l i e e ob i NV S The unaudited interim financial information has been prepared in accordance with HKAS
kB At A S 34 “Interim Financial Reporting” issued by the HKICPA.

PITAiAG 2 s 2 U 55 34
5 [P S5 At | i g o

(b) EELBUR (b) Significant accounting policies
% T W6 K F LA R Br i iz Except for the initial adoption of the below mentioned amendments, the significant
W2, seR&H 2 accounting policies adopted and methods of computation used in the preparation of the
W 45 B RHET R 2 2t unaudited interim financial information are consistent with those adopted and used in the
BUR K HE I, WEEE Group’s annual financial statements for the year ended 31 December 2020 and shall be
2020412 A 31 H ik 2z A4 read in conjunction with the Group’s Annual Report for 2020.
14 B 95 41 3 2 o 1) R

—8, JFER A5 1412020
AR ERS — IR B

2F202141 1 HEFEHEK Amendments that are relevant to the Group and are initially adopted for the
SHEEBERRHAZ EAE financial year beginning on 1 January 2021

B BEAT

ALEH H20214E1 H1H#JF The Group has initially applied the following amendments for the financial year beginning
RIS R T LA on 1 January 2021:

AT
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(b) EESTHBUR ()

BF202141 A1 HEF BN
ST EEERRAZEEE
HRREEAT (8

*  HiBRFHEME 39
5 AR S5 A
%45 HBEMSRE
HENIES 7 5 M5
WEAENEE 9 5 K&
I SR AN 16
T (RABD [ FMER 2%
[ e e 12 7
BT B 72 RLX Ak (K]
2 B 2R S T A A
B A A 2 A IE
A 3 HE R R P 51E 1
B . ZAE T AT
2019 Wi 2 AEK1E
WIS BUT A AR

- BAWER LA
B — gl AN 22
X+ HEETR
ol S HHA AL
GG L&
AR AR th 2k
B A EIK T
TERIALHE, i
R S B M) 2R B
DU I s A
HMF 2 AR

Notes to the Interim Financial Information (continued)

1. Basis of preparation and significant accounting policies (continued)

(b) Significant accounting policies (continued)

Amendments that are relevant to the Group and are initially adopted for the
financial year beginning on 1 January 2021 (continued)

* HKAS 39, HKFRS 4, HKFRS 7, HKFRS 9 and HKFRS 16 (Amendments), “Interest
Rate Benchmark Reform — Phase 2”. The amendments address issues that might
affect financial reporting when an entity replaces the old interest rate benchmark with
alternative benchmark rates as a result of the IBOR Reform. The amendments
complement those issued in 2019 and relate to:

- changes to contractual cash flows — an entity will not have to derecognise or
adjust the carrying amount of financial instruments for changes that are direct
consequence of the reform and occur on an economically equivalent basis, but
will instead update the effective interest rate to reflect the change to the
alternative benchmark rates;
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1. %ﬁgﬂ%@&igﬁﬁﬁl%
(8

(b) EESVEUR ()

E-F20214E1 A1 HEFHEK
SHEEERRHAZERE
HMRMET (8D

- KR e it —
R A Al i
T & A T A N B
T fih Sz % 1k f ph 4
i, LA LA TR
MR, P
T, AT LA B
i T A B AR 3 A
RKALHGLE 24 DHN
BRG], RIfEAESR
SE H K fig 5000
S, UhArdE e AR A
5 BA B 35 52 1 X
s K

- BERITH — bk
DA T AT A RS
o I R AR IR 2
IREBEECy (TIPS
i -

BT CHEEIIER I .
B AZAE VT % A% 4 11
W 554 R B AT KR o

Notes to the Interim Financial Information (continued)

1. Basis of preparation and significant accounting policies (continued)

(b) Significant accounting policies (continued)

Amendments that are relevant to the Group and are initially adopted for the
financial year beginning on 1 January 2021 (continued)

- hedge accounting — an entity will not have to discontinue its hedge accounting
solely because it makes changes required by the reform, if the hedge meets other
hedge accounting criteria; furthermore, if an entity reasonably expects that
alternative benchmark rates will be separately identifiable within a period of 24
months, it can designate the alternative benchmark rates as a non-contractually
specified risk component even if it is not separately identifiable at the designation
date; and

- disclosures — an entity will be required to disclose information about new risks
arising from the reform and how it manages the transition to alternative
benchmark rates.

The amendments have been applied retrospectively. There is no material impact on
the Group’s financial statements.
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Notes to the Interim Financial Information (continued)

1. & FEELSTHEUR 1. Basis of preparation and significant accounting policies (continued)

(5
(b) EELTHBR (8D

BF2021481 51 HEHFLEH
SIHEEHUCRHZ SR E
FRAREMEAT (4

o B SIRAHEL 16
5 (RET) [Hrehti%
MR TR ). %
A=k prike 3 Cei
S5 # S BL A VAR AL
AR FEANT VA G BA%
ZMETE et E T
FRAZE, MR R AR
=R N S
Ho S RIUGEN T
P51 3HT T i R R LT
ERE-TIF =l

o ZEII 1202096 H1H
A%, FFiER T #2020
F1 A1 H IR 22021426
330 H 393 1a] A1 7ok it ¢
PN 51 L 1) L < 9 S B
Uk AL B AT KR, T
20214E4 1, il 551
HWEN 28165 2 FHELT
B, RERFASL5H#
SN F S CP S
e AL BT VR SE K &
H1F20224:6 A 30 H #i
FRARL B AT kA, AN ]
ER A AT IF o6 52 5%
Fh S T AL T A
e I A FR R T 1
B 50 e i % A
HORI A< % 5. I
BT X AL H 1 5%
AR BAT T o

(b) Significant accounting policies (continued)

Amendments that are relevant to the Group and are initially adopted for the
financial year beginning on 1 January 2021 (continued)

HKFRS 16 (Amendments), “COVID-19-Related Rent Concessions”. The
amendments provide an optional practical expedient allowing lessees to elect not to
evaluate whether qualifying rent concessions are lease modifications and, instead,
account for those rent concessions as if they were not lease modifications. The
practical expedient only applies to rent concessions occurring as a direct
consequence of the COVID-19 pandemic.

The amendments were effective on 1 June 2020 and applicable to COVID-19-
related rent concessions that reduce lease payments from 1 January 2020 to 30
June 2021. In April 2021, further amendment to HKFRS 16 was announced to
extend the availability of the practical expedient so that it applies to rent concessions
for which any reduction in lease payments affects only payments originally due on
or before 30 June 2022, provided the other conditions for applying the practical
expedient are met. The Group has adopted the amendments and applied the
practical expedient to all qualifying COVID-19-related rent concessions granted to
the Group during the interim reporting period. The adoption of the amendments does
not have a material impact on the Group’s financial statements.
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A 95 Bk Notes to the Interim Financial Information (continued)

(4
1. & FEELSTHEUR 1. Basis of preparation and significant accounting policies (continued)
(8
(c) BHFfiF5A&ERMAXE  (c) Amendments and interpretation issued that are relevant to the Group but not yet
R A 9 8] e AR 2 R YA mandatorily effective and have not been early adopted by the Group in 2021
KR T20214E 3281 RS0
Pl A
RIGERZEE
BT/ AR HE Applicable for financial
Amendments/Interpretation Content years beginning on/after
FTHENEE 15 (281D AR B T 42 202341 H1H
HKAS 1 (Amendments) Classification of Current or Non-current Liabilities 1 January 2023
BB THENEE 1 5 R EESTHENZE 8 5 | S THBUR B4R K& 2l 5E L 202341 H1H
(&)
HKAS 1 and HKAS 8 (Amendments) Disclosure of Accounting Policies and Definition of 1 January 2023
Accounting Estimates
FHBSTHENEE 12 5 (ZBID 5 RTRAE B AR A B AN G G G (1 R A A 202341 H1H

HKAS 12 (Amendments)

Deferred Tax related to Assets and Liabilities arising from a 1 January 2023
Single Transaction

FHELTHENE 16 5 (211D Yl S04 B e Ik B TIUE P& T AR 20221 H1H
HKAS 16 (Amendments) Property, Plant and Equipment: Proceeds before Intended 1 January 2022
Use
Ao THIEN G 28 5 (2011) & et 5 HE B Bk A g
AU SIS HENSE 10 5 (21T B EBIEA

HKAS 28 (2011) and
HKFRS 10 (Amendments)

Sale or Contribution of Assets between an Investor and its To be determined
Associate or Joint Venture

FWTHENSE 37 5 (2B GIER - JBATE R A 20221 H1H

HKAS 37 (Amendments) Onerous Contracts — Cost of Fulfilling a Contract 1 January 2022

AU SRS HENEE 3 5 (RABTD T4 554t MRS HE B 1R 51 202241 H1H

HKFRS 3 (Amendments) Reference to the Conceptual Framework 1 January 2022

EBIRRELE 55 (2020) MR INFUIR - NI R RIS 258 56 30 8 P83k 2023 4F1 H 1 H
2ok

HK Int 5 (2020)

Presentation of Financial Statements — Classification by 1 January 2023
the Borrower of a Term Loan that Contains a

Repayment on Demand Clause
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Notes to the Interim Financial Information (continued)

1. gmih| X FELSTHBUR 1. Basis of preparation and significant accounting policies (continued)

(8

(c)

EFAH S REFAMRE
T A 1 e 2 8 B I A
A& FTF 20214887 RH
2BV RAR (8

BB STHENZE 15 K
FHSMENLE 8 =
(BB 2B
R K 22 vk Al i g
XLo AN A
FIEIT E R A B
HEBOREE, M
EE RS TBOR. 1T
IR TSR ke
THESRE S, MS5HRE
A5 P R T B AR I 55
A HAl A
M bR 2t BV E
SUBURE R . 14,
XEE e THEN S 1 5
FHEITI I 1 LR
WeiE A EHE R 2 THHUR
58, Rk
Fer NIFREA SIS
HESHHHGER. N
SCRRELIRAELT, F i
55 41 7 HE D S 55 L D 2
25 [ S
IRHEAT TABAT, 9anf
JS2 2 T BRI e A
TR IR PRSI

MEBTENLE 8 5
MBI T T IX o)
S BOREE 521l
T

WZAB AT & BT IE 1R
Rlo I FZABTT 0 A4
HE ) 55 f 3R e A K

AR

(c) Amendments and interpretation issued that are relevant to the Group but not yet
mandatorily effective and have not been early adopted by the Group in 2021
(continued)

. HKAS 1 and HKAS 8 (Amendments), “Disclosure of Accounting Policies and
Definition of Accounting Estimates”. The amendments to HKAS 1 require entities to
disclose their material accounting policy information rather than their significant
accounting policies. It is also clarified that accounting policy information is expected
to be material, if, without it, the users of the financial statements would be unable
to understand other material information in the financial statements. Further, the
amendments to HKAS 1 clarifies that immaterial accounting policy information are
not required to be disclosed. If it is disclosed, it should not obscure material
accounting policy information. To support the amendment, HKFRS Practice
Statement 2 “Making Materiality Judgements” is also amended to provide guidance
on how to apply the concept of materiality to accounting policy disclosures.

The amendments to HKAS 8 clarify how companies should distinguish changes in
accounting policies from changes in accounting estimates.

The amendments are applied prospectively. The application of the amendments will
not have a material impact on the Group’s financial statements.
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Notes to the Interim Financial Information (continued)

1. gmih| X FELSTHBUR 1. Basis of preparation and significant accounting policies (continued)
(82)

(c)

B I 5 R ERAMHRME
TG S T A e 2 2k e A
A EFF 202143231 K9
ZIETRER (8D

i sHENR12S (4
BT T 5 BRI 5 A /)
B AN AR 9% H 3 T
Bilo BTG/ T HER
THEN 55125 6 T g B
FHBL T R 3 2 T A5 A7
BIRIER A A #A S 038 H TS
B, B0 7 AR e
UNAE T 77 1 e A 45 4 8
VR AT IR AT I 4 22
Sy, il AN BE R HI 34 5T
P S BLRIVI A6 #R NS e o
AT TR AL A R
FH LHMARZE ST I
A 5 7L T BT T 4 B 2
Ja RIERA 5 R % AE
VT, A 2 B AT i B
PR REAZAB T A
BB SR B A EKR
M o

BRI REAT S BRI
I, S RAER20204F
AR I A5 AR Y
#2.1(b) 1

(c) Amendments and interpretation issued that are relevant to the Group but not yet
mandatorily effective and have not been early adopted by the Group in 2021
(continued)

*  HKAS 12 (Amendments), “Deferred Tax related to Assets and Liabilities arising from
a Single Transaction”. The amendments narrow the scope of the initial recognition
exemption of deferred tax assets and deferred tax liabilities in HKAS 12 so that an
entity no longer applies the initial recognition exemption to transactions that, on
initial recognition, give rise to equal taxable and deductible temporary differences.
The amendments are applied by recognising deferred tax for all temporary
differences related to leases and decommissioning obligations at the beginning of
the earliest comparative period presented, and are applied prospectively for other
transactions. The application of the amendments will not have a material impact on
the Group’s financial statements.

. Please refer to Note 2.1(b) of the Group’s Annual Report for 2020 for brief
explanations of the remaining amendments and interpretations.
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1. gmih| X FELSTHBUR 1. Basis of preparation and significant accounting policies (continued)
(82)

(d) TEBBMEREHEN

(e)

[ 583 A HE I 95 4 it ) |
(ENEEAE Sl N[N
SN RSEAHEKR
BAT o 2 h 4 5 BifE 5
7~ BB E T B2
HASE BT, AT
A 590 B 55 4 75 oA )
HH IR 2 AT B B B2
o BEEETe 8 X AL (f I
FARFBA HRF .

BT

Wb A B (LS
BiE 18 BAATERALTFA
Wit 2 Rl R M 21
IERRHE 23 DL
LA A A I 25177 3K

2. NASHBUORN ZEAE
T &AW

ABE AT ARG WA B 2 i
T MR Rl Bt 5 AR
£ 2020 5 12 A 31 HIH 554
TR — 2

Notes to the Interim Financial Information (continued)

(d) Improvements to HKFRSs

“Improvements to HKFRSs” contains numerous amendments to HKFRSs which HKICPA
considers not urgent but necessary. It comprises amendments that result in accounting
changes for presentation, recognition or measurement purpose as well as terminology or
editorial amendments related to a variety of individual HKFRSs. These improvements will
not have a material impact on the Group’s financial statements.

(e) Comparative figures

Certain comparative figures in the notes have been adjusted to conform with presentation
in the current period, including the classification in Note 18 financial assets at fair value
through profit or loss and Note 21 investment in securities.

2. Critical accounting estimates and judgements in applying accounting
policies

The nature and assumptions related to the Group’s accounting estimates in this reporting
period are consistent with those used in the Group’s financial statements for the year ended
31 December 2020.
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Notes to the Interim Financial Information (continued)
3. Financial risk management

The Group is exposed to financial risks as a result of engaging in a variety of business activities.
The principal financial risks are credit risk, market risk (including currency risk and interest rate
risk) and liquidity risk. This note summarises the Group’s exposures to these risks.

A summary of the Group's objectives, risk management governance structure, policies and
processes for managing and the methods used to measure these risks is set out in Note 4 to
the Financial Statements of the Group’s Annual Report for 2020.

3.1 Credit risk
(A) Advances and other accounts

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

Advances are default when one or more events that have a detrimental impact on the
estimated future cash flows have occurred such as past due for more than 90 days or
the borrower is unlikely to pay in full for the credit obligations to the Group.
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(4
3. SRINEERE (8 3. Financial risk management (continued)

31 fERXE (8) 3.1 Credit risk (continued)
(A) SER R H AR (42 (A) Advances and other accounts (continued)
15 G2 Ik A 152 15 WA Credit-impaired advances are classified as Stage 3 and lifetime expected credit losses

NER =B Bl A
7 8 )3 e HUBME 1
PR o MR BLR W
RS K TR E #2145 2 I
(RGeS

- BN BLE K
F 0 55 P

- PSS,
Bl 40 A JEAT 8l
W62 38 A 4 5 A
¥

- BB
B, AAEH
BT AP
] 2% 2 18 iR )
IR NS
A LRI

L AR R K
N e
(P R

will be recognised. Evidence that an advance is credit-impaired include observable data
about the following events:

- Significant financial difficulty incurred by the borrower;

- A breach of contract, such as a default or delinquency in principal or interest
payment;

- For economic or contractual reasons related to the borrower’s financial difficulty,
the Group has granted to the borrower a concession that it would not otherwise
consider;

- Probable that the borrower will become bankrupt or undergo other financial
reorganisation; or

- HeEHER - Other observable data indicating that there is a measurable decrease in the
P SATSIIFN estimated future cash flows from such advances.
RGN 2>
PURH B R R

2 0Y K2 A U Advances classified as Stage 3 may not necessarily result in impairment loss where

LR, B E N
BB, IR
B ERK.

the advances are fully collateralised.
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3.1 Credit risk (continued)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

(A) Advances and other accounts (continued)

Gross advances and other accounts before impairment allowances are analysed by
internal credit grade and stage classification as follows:

Advances to customers
Pass

Special mention
Substandard or below

Trade bills

Pass

Special mention
Substandard or below

Advances to banks and
other financial
institutions

Pass
Special mention
Substandard or below

Impairment allowances

T 202146 330 H
At 30 June 2021

FE—HE b Al 214 BEWE Mt
Stage 1 Stage 2 Stage 3 Total
WA WHEAT BWEAT BHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
1,705,781 26,463 - 1,732,244
3,170 3,798 - 6,968

- - 5,077 5,077
1,708,951 30,261 5,077 1,744,289
11,746 - - 11,746
11,746 - - 11,746
1,355 - - 1,355
1,355 - - 1,355
1,722,052 30,261 5,077 1,757,390
(5,357) (1,599) (3,246) (10,202)
1,716,695 28,662 1,831 1,747,188
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 ERRAR (8
(A) PR AT (4

3.1 Credit risk (continued)

(A) Advances and other accounts (continued)

F 2020512 A 31 H
At 31 December 2020

BB BB BB B Mt
Stage 1 Stage 2 Stage 3 Total
WHE NI i NINE YA WMHEIT i NINE YA
HK$'m HK$'m HK$'m HK$'m

-9l v Advances to customers
ey Pass 1,466,038 20,352 - 1,486,390
TEERIE Special mention 3,846 3,026 - 6,872
RFBLLLT Substandard or below - - 3,994 3,994
1,469,884 23,378 3,994 1,497,256

RAEEE Trade bills

ey Pass 9,826 - - 9,826
TEERIE Special mention - - - -
RFBLLLT Substandard or below - - - -
9,826 - - 9,826

BT REMMERNLH Advances to banks and

ek other financial
institutions

B Pass 1,898 - - 1,898
REIE Special mention - - - -
RPELLT Substandard or below - - - -
1,898 - - 1,898
1,481,608 23,378 3,994 1,508,980
TR AL IE % Impairment allowances (5,405) (1,115) (2,652) (9,172)
1,476,203 22,263 1,342 1,499,808
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 ERRAR (8
(A) PR AT (4

3.1 Credit risk (continued)

(A) Advances and other accounts (continued)

UK B HAB K I 2 9 Reconciliation of impairment allowances for advances and other accounts is as

B HE &AL ZN IR follows:
W
JespgEEZ 2021426 H 30 H
Half-year ended 30 June 2021
F-WE E_HBR =R Bit
Stage 1 Stage 2 Stage 3 Total
WMEAT WHEAxL  BHEAT WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
TRERER Impairment allowances
T 202113 1H At 1 January 2021 5,405 1,115 2,652 9,172
HRE B Transfer to Stage 1 103 (101) 2) -
R TR Transfer to Stage 2 (84) 91 (7) -
HEE = Transfer to Stage 3 (12) (7) 19 -
By B PR re e 2 AR E) Changes arising from
transfer of stage (69) 483 715 1,129
A % Charge for the period 1,693 343 187 2,223
EN k| Reversal for the period (1,664) (322) (169) (2,155)
e Write-offs - - (139) (139)
A [T L Tl T Recoveries - . 45 45
WS ZER J Fofth Exchange difference
and others (15) (3) (55) (73)
T 202146 H30H At 30 June 2021 5,357 1,599 3,246 10,202
fEidii s R B 11D Charged to income
statement (Note 11) 1,197
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

(A) Advances and other accounts (continued)

ARG E 2020 212 A 31 H
Year ended 31 December 2020

H—BrEx HBrE HEEB it
Stage 1 Stage 2 Stage 3 Total
wERE LT EmEAT BHAAT Ty
HK$'m HK$'m HK$'m HK$'m
Impairment allowances
At 1 January 2020 4,564 297 2,175 7,036
Transfer to Stage 1 96 (94) 2) -
Transfer to Stage 2 (166) 177 (11) -
Transfer to Stage 3 (8) (19) 27 -
Changes arising from
transfer of stage (76) 782 772 1,478
Charge for the year 2,894 104 300 3,298
Reversal for the year (1,920) (132) (235) (2,287)
Write-offs - - (561) (561)
Recoveries - - 136 136
Exchange difference
and others 21 - 51 72
At 31 December 2020 5,405 1,115 2,652 9,172
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AN S BEIME  Notes to the Interim Financial Information (continued)
(%)

3. SRRER (4 3. Financial risk management (continued)

3.1 ERAE (8 3.1 Credit risk (continued)
(A) PER KA (£ (A) Advances and other accounts (continued)
(a) WETK (a) Impaired advances
WAE 2 %% P BT Impaired advances to customers are analysed as follows:
ST :
F2021426 430 H F 2020412 A 31 H
At 30 June 2021 At 31 December 2020
WAE JRAE
W& Classified or J{  Classified or
Impaired impaired Impaired impaired
WwhmEAx  WHEAR EBHHELT HEHE
HK$’'m HK$’'m HK$'m HK$'m
Egaln-9st.]] Gross advances
to customers 5,077 5,077 3,994 3,994
K- Iaknv-OsY =] Percentage of
paln gross advances
to customers 0.29% 0.29% 0.27% 0.27%
Bt ER S RAE Impairment
ZIRAE HE allowances
made in respect
of such advances 3,246 3,246 2,652 2,652
5 43 J8 Bk Classified or impaired advances to customers represent advances which are either
2B PGEGRTE classified as “substandard”, “doubtful” or “loss” under the Group’s classification of
2 R A B BE 3K R loan quality, or classified as Stage 3.
BERMTRG
B ARE
PER BT IR
=M BRI SR
TRAE T % B R The impairment allowances were made after taking into account the value of
RS R collateral in respect of the credit-impaired advances.
mAME .
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3. SRRER (4

3.1 RN (8

(A) FERRFEMEIN (52)
(a) WAERRK (5

LA TR
i A %
UK AT
i 8

LA
LURIEE P
E

LR AT HRA
HZIRER

AXi 2,
'J—i‘m}\

202146 H 30
H, BAMEZ R
5y B E AR AT I
FAth 4 b B A 5T
K (2020 12 H
31 H: .

3. Financial risk management (continued)

3.1 Credit risk (continued)
(A) Advances and other accounts (continued)

(a) Impaired advances (continued)

Notes to the Interim Financial Information (continued)

F 2021 4 T+ 2020 %
6 530H 12 431 H
At 30 June At 31 December
2021 2020
WHHEATT HME AT
HK$’'m HK$'m
Current market value of collateral
held against the covered portion
of impaired advances to
customers 2,904 3,046
Covered portion of impaired
advances to customers
1,544 1,558
Uncovered portion of impaired
advances to customers
3,533 2,436

As at 30 June 2021, there were no impaired trade bills and advances to banks

and other financial institutions (31 December 2020: Nil).
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RS %EME  Notes to the Interim Financial Information (continued)

(&88)
3. SRR EER (40) 3. Financial risk management (continued)

3.1 ERRAR (8 3.1 Credit risk (continued)
(A) TEER AT (£2) (A) Advances and other accounts (continued)
(b) EEAEE 34 A (b) Advances overdue for more than three months
K
WL 3 M HZ The gross amount of advances overdue for more than three months is analysed as
DRSS BT n follows:
T
F202146 H30H T 202012 4 31 H
At 30 June 2021 At 31 December 2020
H& PR E CEJak v $s¥ ]
Bkt [ 4y
% of gross % of gross
il advances to ] advances to
Amount customers Amount customers
WMEAT WwHE AT
HK$’'m HK$'m
&R A, Gross advances to
CL A - customers which
have been
overdue for:
- i 3AAE - six months or
At 6 A~ less but over
H three months 13 0.01% 174 0.01%
- it e AMNAME - one year or
A 1 less but over
six months 177 0.01% 718 0.05%
- B 1A - over one year 2,698 0.15% 2,137 0.14%
kR 3ANH 2 Advances overdue
TR for over three
months 2,988 0.17% 3,029 0.20%
B EIRGERIE R 2 Impairment
TAEAE# allowances made
in respect of such
advances
- BERB - Stage 3 2,281 2,332
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3. ERNEEE (42

31 ERRAR (8
(A) PR AT (4

(b) ‘@@L 3 MR

2B (8

A A A
#HME IR
R At T B

R A
LR

R BA AT
P YR

Pt U R A
AR i 2
ARG WU
¥ 7 0 B 7 4
b fEEET M
il AN ABRAE I
THAEBZEY
|28

T 2021 46 7 30
H, %A a3
P P S i
HRAT B HoAth 43 Fib ML
FITEE(2020 4 12
H31H: .

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)
(A) Advances and other accounts (continued)

(b) Advances overdue for more than three months (continued)

F 2021 &£ T+ 2020 5=
6330H 12H31H
At 30 June At 31 December
2021 2020
WTET whE AT
HK$’m HK$'m
Current market value of collateral held
against the covered portion of such
advances to customers 1,448 1,312
Covered portion of such advances to
customers 1,006 913
Uncovered portion of such advances to
customers 1,982 2,116

Collateral held against overdue or impaired loans is principally represented by
charges over business assets such as commercial, residential premises and
vessels for corporate loans and mortgages over residential properties for personal
loans.

As at 30 June 2021, there were no trade bills and advances to banks and other
financial institutions overdue for more than three months (31 December 2020: Nil).
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RS %EME  Notes to the Interim Financial Information (continued)
(8E2)
3. SRINEERE (8 3. Financial risk management (continued)

3.1 ERRAR (8 3.1 Credit risk (continued)
(A) T S E AR KT (4R) (A) Advances and other accounts (continued)
(c) LEHTK (c) Rescheduled advances
F 202146 530 H T 202012 H 31 H
At 30 June 2021 At 31 December 2020
HE KA 175 P TR B
Btk A4k
% of gross % of gross
&M advances to G advances to
Amount customers Amount customers
WwhHEAT HETE /it
HK$’'m HK$'m
ZHEMK U8 Rescheduled
S A advances to
T a3 customers net of
MNAZ 5] amounts included
o) in “Advances
overdue for more
than three
months” 192 0.01% 178 0.01%
2 8 0 DY TR T A Rescheduled advances are those advances that have been restructured and
N LRSI renegotiated between the bank and borrowers because of deterioration in the
oY e vk 3% TR I8 3K financial position of the borrower or the inability of the borrower to meet the original
AR K, SHRAT repayment schedule, and the revised repayment terms, either of interest or the
H5ERNEH I E repayment period, are “non-commercial” to the Group. Rescheduled advances,
b%F | which have been overdue for more than three months under the revised repayment
K, HABT EA 9% terms, are included in “Advances overdue for more than three months”.

F B 8L 3 45 e
A A0 4 T
BT TAEREE] .
AT R R G 2
28 A0 DY K A7 i
WL 3 A, e
EAE [ 3 4
Rz B3] W
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3.1 R (8
(A) SEREIAEI (52)
(d) &P SEREF

(i) AT R
EINE =Y

UTFRTHE,
SO AT
73 93 #r s

HAT 5y 2875
Z WA KRB

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

(A) Advances and other accounts (continued)

(d) Concentration of advances to customers

(i) Sectoral analysis of gross advances to customers

The following analysis of the gross advances to customers by industry sector is
based on the categories with reference to the completion instructions for the
HKMA return of loans and advances.

R &
Jo 0 R A ARk
TR T 25 1) o

TEREER2 Sk
TR

- Pk

- PR

- Rl

- BEFEaa

- MR R,
- il

- IEk R Is

- PRI

- Ve

- He

AN

- WO AT SRR,
RANHBIE R
A FLH R
B2

- TRl

- (RO
- S
AT B

R st

FEALMIETZ BT

kIRl o=t

Loans for use in Hong Kong

Industrial, commercial and
financial
- Property development
- Property investment
- Financial concerns
- Stockbrokers
- Wholesale and retail trade
- Manufacturing
- Transport and transport

equipment

- Recreational activities
- Information technology
- Others

Individuals

- Loans for the purchase of
flats in Home Ownership
Scheme, Private Sector
Participation Scheme
and Tenants Purchase
Scheme

- Loans for purchase of
other residential
properties

- Credit card advances

- Others

Total loans for use in Hong
Kong

Trade financing

Loans for use outside Hong
Kong

Gross advances to customers

F 202146 530H
At 30 June 2021

I AR WS -
HAbfE Mg
HZESE e WAE - M
b2k s et ] % covered HRE #£=KE  Impairment
Gross by collateral  Classified Impairment  allowances -
advances to or other or @ allowances - Stages 1
customers security impaired Overdue Stage 3 and 2
WHRH LT WHRAT WHEAT WHET WHHLT
HK$’'m HK$’m HK$’m HK$’m HK$’m
155,058 25.77% - - - 809
83,542 59.72% 13 152 32 254
26,395 0.68% - - - 54
111,359 7.43% - - - 12
31,533 43.42% 195 258 108 342
45,164 9.44% 2 18 2 187
73,872 21.37% 160 2 - 476
185 96.45% - - - -
28,980 0.66% 100 100 28 56
188,430 60.23% 28 257 14 449
28,475 99.29% 16 205 - 20
326,062 99.94% 133 1,098 1 154
10,591 - 106 386 95 157
102,328 95.09% 122 499 74 334
1,211,974 57.54% 975 2,975 354 3,304
83,850 12.59% 803 688 630 208
448,465 5.02% 3,299 3,105 2,262 3,442
1,744,289 41.88% 5,077 6,768 3,246 6,954
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AN 55 BERHE
(%2)
3. SRNEER (8

34 fEHNE (8)
(A) T S E AR KT (4R)

d) BEFREXETE
€9
(i) #AT W2
B
8

TEFFHEIE DT Loans for use in Hong Kong
R Industrial, commercial and
financial
- Pl - Property development
- AR - Property investment
- Rl - Financial concerns
- AL - Stockbrokers
- R E - Wholesale and retail trade
- il - Manufacturing
- B R IEHB - Transport and transport
equipment
- PKIRESD - Recreational activities
- VAR - Information technology
- At - Others
A Individuals
- WREEA R - Loans for the purchase of
MBIV EZ T flats in Home Ownership
KR A B IR TR Scheme, Private Sector
Mz SER Participation Scheme
and Tenants Purchase
Scheme
- WA - Loans for purchase of
BEK other residential
properties
- {EHROER - Credit card advances
- HAt - Others

FERRA SR

Total loans for use in Hong
Kong

GO A Trade financing

TERHELMME B8k Loans for use outside Hong
Kong

PG Gross advances to customers

3.1 Credit risk (continued)

3. Financial risk management (continued)

(A) Advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

T 2020 12 H 31 H
At 31 December 2020

Notes to the Interim Financial Information (continued)

(i) Sectoral analysis of gross advances to customers (continued)

AT it = WA R -

HAb A E R
HZHITE gk B AR - UidE
P B % covered R (E BB Impairment
Gross by collateral Classified Impairment allowances -
advances to or other or i@l allowances - Stages 1
customers security impaired Overdue Stage 3 and 2
WEHET WHEAG WHmEAT WEHET WEHET
HK$'m HK$'m HK$'m HK$'m HK$'m
132,966 27.12% - 1 - 803
64,768 67.95% 111 184 15 186
25,066 0.73% - - - 54
1,656 78.86% - - - 3
30,523 43.12% 198 239 109 411
53,629 8.05% 8 9 4 290
74,633 23.05% 260 - - 598
198 9.90% - - - 2
25,579 0.81% 97 99 13 33
131,571 47.23% 18 200 4 409
27,809 99.33% 18 183 - 17
311,070 99.92% 140 1,332 1 137
10,959 - 106 366 95 151
100,422 94.34% 126 537 81 384
990,849 61.74% 1,082 3,150 322 3,478
66,497 15.36% 569 573 372 202
439,910 5.29% 2,343 2,217 1,958 2,840
1,497,256 43.10% 3,994 5,940 2,652 6,520
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3. SRNEER (8

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 ERRAR (8
(A) PR AT (4
(d) EPRREPE

3.1 Credit risk (continued)
(A) Advances and other accounts (continued)

(d) Concentration of advances to customers (continued)

€]
(if) B X 4543 (il) Geographical analysis of gross advances to customers
LR PHUR
pE¥
THIRTRS The following geographical analysis of advances to customers is based on the
DRI Z Hi 3 X locations of the counterparties, after taking into account the transfer of risk. For
W b R AR an advance to customer guaranteed by a party situated in a location different
Lo F from the customer, the risk will be transferred to the location of the guarantor.
FEH, FF 2
B A ¥ 7
. HERE
KZARGR N
5% 7
FEHBANIE], U]
IR K e 22
RN Z P
Hh o
b-galihy $=t.il Gross advances to customers
F 2021 £ T 2020 =
6 H30H 12 31H
At 30 June At 31 December
2021 2020
WHEAT HEME LT
HK$’'m HK$'m
il Hong Kong 1,486,843 1,218,025
F ] P Chinese Mainland 90,645 112,527
HoAth Others 166,801 166,704
1,744,289 1,497,256
& PR Impairment allowances made in
BHEHZ Pk respect of the gross advances
HH% - to customers - Stages 1 and 2
E-ME—
MrEx
s Hong Kong 4,379 4,551
o [ Py Chinese Mainland 612 656
HoAth Others 1,963 1,313
6,954 6,520
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RS %EME  Notes to the Interim Financial Information (continued)

(&88)
3. SRR EER (40) 3. Financial risk management (continued)

31 ERRAE (&) 3.1 Credit risk (continued)
(A) TEER AT (42 (A) Advances and other accounts (continued)
(d) BFRXERE (d) Concentration of advances to customers (continued)
(82)
(if) 2% Hh 3 X 35 4y (i) Geographical analysis of gross advances to customers (continued)
BB

R (5

FHEK Overdue advances
T 2021 4 T 2020 4
6 H30H 12 A 31 H
At 30 June At 31 December
2021 2020
WwhHEAT WM E G
HK$’'m HK$'m
it Hong Kong 4,917 4,115
r [ A b Chinese Mainland 475 567
HAth Others 1,376 1,258
6,768 5,940
B EA KA Impairment allowances made in
HZ R AH M respect of the overdue advances
% - B5= - Stage 3
BBt
Hils Hong Kong 1,701 1,308
F [ P Chinese Mainland 312 320
HoAh Others 889 908
2,902 2,536
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RS %EME  Notes to the Interim Financial Information (continued)
(4

3. SRR EER (40) 3. Financial risk management (continued)

31 ERRAE (&) 3.1 Credit risk (continued)
(A) T S E AR KT (4R) (A) Advances and other accounts (continued)
(d) ZEPREKERE (d) Concentration of advances to customers (continued)
€]
(if) F2 3t HE X 85 43 (i) Geographical analysis of gross advances to customers (continued)
FK B PEK

ISYESD)

8 4 KER Classified or impaired advances
B
F 2021 & T 2020 &=
6 430 H 12H31H
At 30 June At 31 December
2021 2020
WREALT VENREDAY
HK$’'m HK$'m
i Hong Kong 2,973 2,194
T [ P A Chinese Mainland 403 404
HAh Others 1,701 1,396
5,077 3,994
RS T i Impairment allowances made in
AR RAE respect of the classified or
H 2 JAE impaired advances - Stage 3
% - B5=
BBt
HHE Hong Kong 1,822 1,410
HH ] P R Chinese Mainland 310 331
HoAh Others 1,114 911
3,246 2,652
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3. ERNEEE (42

31 ERRAR (8
(B) WEBEF=

AR TF 202146 H
30 H A Rk lal ¥ 7=
ZAGE AT 0.57 12
76 (2020 4F 12 A 31
H: ¥ 0.67 1270).
I, 3 A 4R [ i X
HCAT /S 4k B e da ]
Bk i i 2=
e ol B IEAL
H 3G % 7= 7 U
3t £ N 1 £l
% AT A BB 43 Ik

B

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

(B) Repossessed assets

The estimated market value of repossessed assets held by the Group as at 30 June
2021 amounted to HK$57 million (31 December 2020: HK$67 million). The repossessed
assets comprise properties in respect of which the Group has acquired access or
control (e.g. through court proceedings or voluntary actions by the proprietors
concerned) for release in full or in part of the obligations of the borrowers.
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31 fERERR (8D
(C) B&Es RAEKIE

TRALKAT VRS
By Be oy Bt 2 5 95 AE 55
KAFFUENK T . 7E
T RAT VG DL
T W SARAT N
PR -

DAA-PEARLTEA S
fh & TR EE 2 AE S
i'a7
- BB
Aaa
Aa1 % Aa3
A1 % A3
A3 LR
TPk

- R
- =B

Hob JfEMER

DR BRATHEZIE

FHH

- BB
Aaa
Aal & Aa3
A1 % A3
A3 LR
TovreK

B T =13
- BB

IRl ML T A%

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

(C) Debt securities and certificates of deposit

The following tables present an analysis of the carrying value of debt securities and
certificates of deposit by issue rating and stage classification. In the absence of such
issue ratings, the ratings designated for the issuers are reported.

F 2021 4 T 2020
6 H530H 12 31H
At 30 June At 31 December
2021 2020
WHHEATT HHE AT
HK$’'m HK$'m
Investment in securities at fair value
through other comprehensive
income
- Stage 1
Aaa 91,001 115,062
Aa1 to Aa3 230,117 151,807
A1to A3 429,989 429,534
Lower than A3 20,523 19,064
Unrated 12,693 15,868
784,323 731,335
- Stage 2 - -
- Stage 3 - -
784,323 731,335
Of which: impairment allowances (237) (238)
Investment in securities at amortised
cost
- Stage 1
Aaa 55,727 42,880
Aa1 to Aa3 17,027 3,194
A1to A3 31,073 4,563
Lower than A3 3,733 3,573
Unrated 1,073 894
108,633 55,104
- Stage 2 - -
- Stage 3 - -
108,633 55,104
Impairment allowances (19) (11)
108,614 55,093
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31 fERERR (8D

(C) M4 iESs RAFKIE
€]

AAPEBNHTANR
2 SR
Aaa
Aal £ Aa3
A1 % A3
A3 LR
F

T 2021 4F 6 H 30
H, By slsdE
Z A5 55 E I B AT
1E(2020 £ 12 H 31
H: T 43 Bid
% 2 o ) 2 O AE
A LA 5 A S
15 BT A B 2 O
—.

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

(C) Debt securities and certificates of deposit (continued)

F 2021 &£ T 2020 =
6 H30H 124 31H
At 30 June At 31 December
2021 2020
WHE AT HHHE LT
HK$’'m HK$'m
Financial assets at fair value through

profit or loss
Aaa 1,175 1,095
Aa1 to Aa3 15,672 22,573
A1to A3 6,956 3,216
Lower than A3 1,908 1,070
Unrated 1,763 1,324
27,474 29,278

As at 30 June 2021, there were no overdue or impaired debt securities and certificates
of deposit (31 December 2020: Nil). The preparation basis of the current period
disclosure above has been refined to align with the credit risk management policy of

the Group.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 fERERR (8D
(D) 7% 357 7 s 4% e 1

3.1 Credit risk (continued)

(D) Credit risk management in response to COVID-19 pandemic

RN EE

2021 4F AR, BE
PEEEAP U T A
TP, alrimah A
BETE IR, AR Al
REBNRRE, %
JURIZE PR 2 5%
ARGUIIR TS BRI -
AR B ] ER Y — R
Y DRI 6 42 346 il DA 2
X BE TR oK AR R
Wil R A

- ARG TR
NN L%
HEAT — R I 25 A
i, LAGR A S
X 55 18 3 B e
BRI . 27
Tt S I ) B
IR A A 42 i L
AT, PR X A
FH T ISR
A& A Bl AT
BB =
BBl IRk
NEBEHGTR.

- A I ) S
B3 AT it i H K
i, AP Es R
U 4 0% [
I BSR4
(O8RS SE]
XA RATIL Y
= AT R F
fli, wbw % BB
TEIIRE L ROX
it B 5 ) R B2 7
RiZ—FE, LR
HEZYWES, IF
PN EE A LA
Fram i, &
FUISEE O KN
AR S e
WKL I HEAS

In the first half of 2021, the vaccination programme has rolled out in various countries,

economic activities are expected to recover gradually. While the COVID-19 pandemic

is still evolving and recurring, the operating environment and financial situations of

borrowers remain challenging. The Group has taken a series of risk control measures

in response to the adverse impact and the uncertainty from the pandemic:

The Group coordinated with the HKMA in launching various relief measures for
individuals and commercial borrowers, in order to alleviate the financial pressure
and the impact of the pandemic. The terms of the payment holidays under relief
measures are granted on commercial basis, therefore the extension of relief
measures to the concerned borrowers do not automatically trigger the migration to
Stage 2 and Stage 3, and are not classified as rescheduled advances.

The implementation of quarantine measures severely hit several industries,
including Trading, Retail, Aviation, Tourism (including hospitality), Catering,
Entertainment etc. The Group continues to conduct risk-based assessments on the
borrowers within these industries. The impacts of the pandemic on the affected
borrowers, their respective mitigation measures and short-term refinancing plans
are also assessed to identify the vulnerable borrowers, who are put into the watchlist
for on-going close monitoring. The loan classification and internal ratings of these
borrowers are timely reviewed according to their latest situation.
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RS %EME  Notes to the Interim Financial Information (continued)
(8E2)
3. SRINEERE (8 3. Financial risk management (continued)

31 ERAR (8 3.1 Credit risk (continued)

(D) RLx 37 s fii 2 e 1 B (D) Credit risk management in response to COVID-19 pandemic (continued)
fERRKIEE (8

- REFEHUAR - The Group performed stress tests of different scenarios of containment of COVID-
S0 5 1 el il 19 pandemic regularly to assess the potential impacts on credit loss and asset
RPN R IAT IR quality.

T, BLEAl X
R AR R B %7 it

HHTEER I o

- RERFEEERM - The Group reviews the forward looking macroeconomic factors used in ECL model
S F 450 5L 84 iy on a quarterly basis to reflect the progressive improvement of economic outlook.
FHRMEMRE TS While the relief measures implemented by the governments of various countries
., LURMEZ 5T have alleviated the default pressure of the affected borrowers under COVID-19
FEHE. KH pandemic, the Group continues its close monitoring on those borrowers with
BUMAREAT B 27 TR 4 multiple extensions of relief measures being granted, and additional impairment
TR T 520 e il allowances have been made to address the potential higher default risk of this
RPN E portfolio upon expiration of the relief measures.
AT, WTW
E2/¢13 iokagr

Jr BRI EY)
g, R

B ¥HE £ AR AR 27 TR

5 it 56 45 5 e 11

TETEIE L) AU o
A SR s The Group continues to closely monitor the situation brought by the COVID-19
5 it 98 P 15 X 4 B ) pandemic on the economy and adopt prudent asset quality management to avoid
o, gkgR A significant deterioration in asset quality.

GRS Uil
S B U
Pl 2 AL
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk

(A) VaR

The Group uses the VaR to measure and report general market risks to the RMC and
senior management on a periodic basis. The Group adopts a uniformed VaR calculation
model, using a historical simulation approach and two years of historical market data, to
calculate the VaR of the Group and its subsidiaries over a one-day holding period with a
99% confidence level, and sets up the VaR limit of the Group and its subsidiaries.

The following table sets out the VaR for all general market risk exposures' of the Group.

e LR ot 2258
BRsE BREHE  CFH%E
Minimum Maximum Average
Sy |F6H30H forthefirst for the first for the first
Year At 30 June half of year half of year half of year
WwhEA WWEAKL WWEAX BHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
LEFNHREZ A VaR for all market risk 2021 26.1 19.0 47.8 28.3
RIER 2020 38.7 17.5 441 30.6
LR XK VaR for foreign exchange risk 2021 20.8 13.8 411 24.7
2020 27.5 6.5 29.3 14.8
ZHWKAE MK VaR for interest rate risk in the 2021 17.8 6.2 26.4 13.8
KBS AE trading book 2020 26.0 13.2 35.6 24.7
RO ERE 2 VaR for equity risk in the trading 2021 15 0.4 2.2 1.0
PR fE book 2020 0.8 0.3 2.9 0.8
B2 XB{E  VaR for commodity risk 2021 5.6 0.0 22.7 9.2
2020 0.4 0.0 2.5 0.6
ba s Note:
1. AL 45 K kA 1. Structural FX positions have been excluded.
LT PR XU A
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3. SRR EER (40) 3. Financial risk management (continued)

3.2 KR (4 3.2 Market risk (continued)
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(A) VaR (continued)

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

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

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

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

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

101



@ ¥ 8 frmm)amad

BANK OF CHINA (HONG KONG) LIMITED

H A 5 BERL R

(%8)

3. ERNEEE (42

3.2 WA (8D

(A) REfE (8

AL T4 T IRR
6 1 P b 1 S PR A
I, il TR 7
B8 bR I BR 40 LA P
ity 0 A X R 1 A
R =5 14 717 3 XU
3 R & 7 0t
A0, 375 4% A 7 R A
E & g ¥ 2y
A (iR
A Je et J77 50 = A 1
15T, 01987k
K\ 19944555 i 3 /&
HL~ 1997 W 4 ik X
. 200143 EH911
i 4F L K% 2008 4 it

TS

(B) SMLCKE

A £ [ 10 B2 7 AR
i EHTT. T
LN BT A 3 2 0%
Mo BRI XU
AR R B AE T 4% 32
KT AR IAF A
SR (k2 K
RSB IRED 15
EILA. o, K&
7 T 98 A [/ —
LE B 5
BRI, JFIEH A Ak
ICE2 (FlIsMC
W) BB A T
B AT BT AR 1R AL
Yo

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk (continued)

(A) VaR (continued)

The Group recognises these limitations by formulating stress test indicators and limits
to assess and manage the market risk uncovered by VaR. The stress testing programme
of the market risk includes sensitivity testing on changes in risk factors with various
degrees of severity, as well as scenario analysis on historical events including the 1987
Equity Market Crash, 1994 Bond Market Crash, 1997 Asian Financial Crisis, 2001 9-11
event and 2008 Financial Tsunami, etc.

(B) Currency risk

The Group’s assets and liabilities are denominated in major currencies, particularly HK
Dollar, US Dollar and Renminbi. To ensure the currency risk exposure of the Group is
kept to an acceptable level, risk limits (e.g. Position and VaR limit) are used to serve as
a monitoring tool. Moreover, the Group seeks to minimise the gap between assets and
liabilities in the same currency. Foreign exchange contracts (e.g. FX swaps) are usually
used to manage FX risk associated with foreign currency-denominated assets and
liabilities.
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S %EHE Notes to the Interim Financial Information (continued)
(4
3. SRINEERE (8 3. Financial risk management (continued)

3.2 WEHRE (8) 3.2 Market risk (continued)
(B) SN (8 (B) Currency risk (continued)

R AR The following is a summary of the Group’s major foreign currency exposures arising
HERZ S EHER from trading, non-trading and structural positions and is prepared with reference to the
Gy I G5 A6 A A8 T completion instructions for the HKMA return of foreign currency position. The net
FEAEZ FBANTR options position is calculated based on the basis of delta-weighted positions of all
B, I 2 IR KHF foreign exchange options contracts.

HINCHE M2 &%

JRR LR IHEARIE R

[E LR EERE

THMAE B A A
BEA 2 [13/REm
BRG] Dy At

5.
F202146 A30H
At 30 June 2021
wHEALSE
Equivalent in million of HK$
HARS T SEHEE
e i HE BT Other Total
us Pound Japanese ¢33 AR Australian foreign foreign
Dollars _ Sterling Yen Euro Renminbi Dollars currencies currencies
B B Spot assets 938,339 33,005 177,256 76,576 366,565 39,107 60,692 1,691,540
B f 5 Spot liabilities (871,092) (25,629)  (6,517) (39,020) (371,015) (28,215)  (60,651) (1,402,139)
ZTHIEAN Forward purchases 742,499 23,021 10,147 41,472 300,369 19,284 58,223 1,195,015
76 S HY Forward sales (794,304)  (30,236) (180,072) (79,282) (296,632) (30,061)  (58,433) (1,469,020)
LY ENRE R Net options position 58 (31) - (10) (420) (41) (35) (479)
K/ () #1%%  Netlong/(short)

position 15,500 130 814 (264)  (1,133) 74 (204) 14,917

T-2020 12 A 31 H
At 31 December 2020

WM G uEE
Equivalent in million of HK$

HAbshm S THEH

e JEB; H T Other Total

us Pound Japanese e AR Australian foreign foreign

Dollars Sterling Yen Euro Renminbi Dollars currencies currencies

MR B Spot assets 910,330 30,074 160,779 45,926 381,197 36,620 62,007 1,626,933

B 47 it Spot liabilities (830,528) (25,986)  (8,006) (27,974) (366,800) (30,815)  (60,400) (1,350,509)

ZCHISEN Forward purchases 616,841 23,737 18,050 39,254 365,271 15,063 54,352 1,132,568

6 HASE H Forward sales (676,931)  (27,641) (170,914) (57,474) (382,087) (20,758)  (56,136) (1,391,941)

WIRUS 0 Net options position 650 7 - ) (406) 1) ) 247
K/ D) ##8  Netlong/(short)

position 20,362 191 (91) (270)  (2,825) 109 (178) 17,298
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(4

3. SRR EER (40) 3. Financial risk management (continued)

3.2 AR (4 3.2 Market risk (continued)
(B) SN (8 (B) Currency risk (continued)
1202146 730 H
At 30 June 2021
WHEATEE
Equivalent in million of HK$
=> JiklA PR HAnstho S0 AR
ESH RERE HER Other Total
us ek Malaysian Philippine foreign foreign
Dollars Baht Ringgit Peso currencies currencies
MG HIEE Net structural position 30,841 2,506 2,877 1,912 4,346 42,482
F 2020412 A 31 H
At 31 December 2020
WM E G uEE
Equivalent in million of HK$
P JRIA JEHE R HAt AT LINIEpSE
FET AN W Other Total
us &k Malaysian  Philippine foreign foreign
Dollars Baht Ringgit Peso currencies currencies
VG HIEE Net structural position 30,042 2,697 3,024 1,881 4,677 42,321
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(%8)

3. SRNSERE (4) 3. Financial risk management (continued)

3.2 WA (8D 3.2 Market risk (continued)
(C) F=ZER (C) Interest rate risk

TRMA T AL The tables below summarise the Group’s on-balance sheet exposure to interest rate
+ 2021 426 H 30 risk as at 30 June 2021 and 31 December 2020. Included in the tables are the assets
H &% 2020 4 12 H and liabilities at carrying amounts, categorised by the earlier of contractual repricing
31 Hz#=ffii#k date and maturity date.

P F R 26 R B 7 A

E SRV QTTRERIIFN

B ARG JReE
29T B2 H L
FWIH (DEREN

) k.
&= Assets
PEAF 042 AR AT B H A &bl Cash and balances and
2 A4 Boe AT placements with banks and

other financial institutions
PAATAEZR AT A 25 2 &7 7 Financial assets at fair value
through profit or loss
T &b TR Derivative financial instruments
FBEEATEIXBURF S GHEWF Hong Kong SAR Government
certificates of indebtedness

BER IR TR Advances and other accounts
UEFFRL B Investment in securities
- UAFEEMI AR A T -AtFVOCI
&
- DR AR T - At amortised cost
HRE A E) KA B Interests in associates and joint
ventures
Bl Investment properties
Yl B Properties, plant and equipment
HAb R (SRR B ERE Other assets (including current
TgE=) and deferred tax assets)
B B Total assets

F 202146 H30H

At 30 June 2021

—= == TR

—MAW =8 A —ZERFE  AFEDLE Non-
Up to 1to3 3 to 12 1to5 Over interest Bit
1 month months months years 5 years bearing Total
wm wm Hh Hh Hh wm ¥H
BT BT BT BT BT BT BAXT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
399,865 14,824 28,033 1,417 - 101,425 545,564
6,276 11,433 7,715 5,185 1,616 41 32,266
- - - - - 37,193 37,193
- - - - - 197,650 197,650
1,459,946 202,335 33,502 38,306 6,778 6,321 1,747,188
108,956 224,256 166,588 190,193 94,330 3,725 788,048
4,317 2,882 16,005 66,331 19,079 - 108,614
- - - - - 700 700
- - - - - 18,752 18,752
- - - - - 45,833 45,833
13,561 - - - - 113,980 127,541
1,992,921 455,730 251,843 301,432 121,803 525,620 3,649,349
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk (continued)

(C) Interest rate risk (continued)

F20214£6H30H

i
AR AT EIX B4R T

AT R A RN 2 A R R

LA AT N B3 2 &R 5 {5 Financial liabilities at fair value

R A

L IRNEZ

CRATFIS5IE S A

oAb IR A CELEE AT B
RIS

vt

PRI S

At 30 June 2021
—= =& R
—HA =H  +oAH —ERE HFULE Non-
Up to 1to 3 3 to 12 1t0 5 Over interest )=87
1 month months months years 5 years bearing Total
WH wm WH WH WH wm W
BT BT BT BT BT BHATT BATT
HK$’m HK$’m HK$’m HK$’m HK$’m HK$’m HK$’'m
Liabilities
Hong Kong SAR currency notes
in circulation - - - - - 197,650 197,650
Deposits and balances from banks
and other financial institutions 241,462 6,755 1,469 1,188 - 80,480 331,354
through profit or loss 4,774 5,145 2,182 864 65 - 13,030
Derivative financial instruments - - - - - 36,957 36,957
Deposits from customers 2,057,383 263,124 92,306 1,973 - 274,553 2,689,339
Debt securities and certificates of
deposit in issue - 78 - - - - 78
Other accounts and provisions
(including current and deferred
tax liabilities) 12,635 4 94 975 361 59,063 73,132
Total liabilities 2,316,254 275,106 96,051 5,000 426 648,703 3,341,540
Interest sensitivity gap (323,333) 180,624 155,792 296,432 121,377 (123,083) 307,809
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(%8)

3. SRNSERE (4) 3. Financial risk management (continued)

3.2 WK (8D
(C) FIERM (£

3.2 Market risk (continued)

(C) Interest rate risk (continued)

+ 2020412 431 H
At 31 December 2020

—=& == AFE
NAW =1™A +=AH BHE AFUE Non-
Up to 1to3 3 to 12 1to5 Over interest Bt
1 month months months years 5 years bearing Total
e T T T T WM e
A"t EViPH EViPH HiTt HiTt A" HIiTt
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
e Assets
JEAEING M ATARAT R &Rl Cash and balances and
W2 B BEBAFI placements with banks and
other financial institutions 338,481 25,591 12,516 1,101 - 85,392 463,081
PAASPHEAE T A Bi5 2 &R Financial assets at fair value
through profit or loss 4,404 17,991 4,760 3,185 2,356 49 32,745
ST A Derivative financial instruments - - - - - 52,811 52,811
FBEEATEIXBUM # GHE S Hong Kong SAR Government
certificates of indebtedness - - - - - 189,550 189,550
SERR SIS Advances and other accounts 1,246,590 163,720 36,230 40,454 6,438 6,376 1,499,808
TEFRL Investment in securities
- DIAPEZ TN A A T - At FVOCI
Wit 130,866 213,464 100,204 184,893 101,818 3441 734,776
- DURR A - Atamortised cost 5,091 3,836 13,409 19,889 12,868 - 55093
HRE A E) KA T Interests in associates and joint
ventures - - - - - 663 663
BHEM Investment properties - R R i ; 18.740 18,740
Yl B Properties, plant and equipment - _ - - - 46,504 46,504
HAh T CEFERPIBLI KB ERL Other assets (including current
W) and deferred tax assets) 20,813 - - - - 29,946 50,759
B B Total assets 1,746,245 424,602 167,209 249,522 123,480 433,472 3,144,530
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3.2 Market risk (continued)

(C) Interest rate risk (continued)
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3. Financial risk management (continued)

+ 2020412 431 H
At 31 December 2020

Notes to the Interim Financial Information (continued)

—= =% e
sOPELS] =4H F=AH B4R HAELLE Non-
Up to 1t0 3 3to 12 1t05 Over interest it
1 month months months years 5 years bearing Total
wEm wEm M M il WM e
EVP EVP EVPH EVPH EVPH [EWPH HHTT
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Liabilities
Hong Kong SAR currency notes
in circulation - - - - - 189,550 189,550
Deposits and balances from banks
and other financial institutions 226,607 565 1,322 1,243 - 96,504 326,241
Financial liabilities at fair value
through profit or loss 11,551 4,346 3,690 387 362 - 20,336
Derivative financial instruments - - - - - 60,355 60,355
Deposits from customers 1,577,362 246,117 111,002 1,715 - 254126 2,190,322
Debt securities and certificates of
deposit in issue 233 - 193 - - - 426
Other accounts and provisions
(including current and deferred
tax liabilities) 18,477 4 93 1,139 447 40,582 60,742
Total liabilities 1,834,230 251,032 116,300 4,484 809 641,117 2,847,972
Interest sensitivity gap (87,985) 173,570 50,909 245,038 122,671 (207,645) 296,558
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.3 Liquidity risk

(A) Liquidity coverage ratio and net stable funding ratio

2021 2020

Average value of liquidity coverage ratio
- First quarter 134.09% 150.45%
- Second quarter 134.20% 131.38%

Average value of liquidity coverage ratio is calculated based on the arithmetic mean of
the liquidity coverage ratio as at the end of each working day in the quarter and the
calculation methodology and instructions set out in the HKMA return of liquidity position.

2021 2020

Quarter-end value of net stable funding ratio
- First quarter 124.90% 116.60%
- Second quarter 118.50% 117.49%

Quarter-end value of net stable funding ratio is calculated based on the calculation
methodology and instructions set out in the HKMA return of stable funding position.

Liquidity coverage ratio and net stable funding ratio are computed on the consolidated
basis which comprise the positions of BOCHK and certain subsidiaries specified by the
HKMA in accordance with the Banking (Liquidity) Rules.
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3.3 Liquidity risk (continued)

3. Financial risk management (continued)

Notes to the Interim Financial Information (continued)

The tables below analyse the Group’s assets and liabilities as at 30 June 2021 and 31
December 2020 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

MR,
F 202146 4300
At 30 June 2021
-z =z
By —AAR =AA AR —EREFE ZFUE e
On Up to 1t03 3to12 1to 5 Over H#H Bit
demand 1 month months months years 5 years Indefinite Total
W W WH WH W W W WH
AAox ®BARX HBHARX HBAART AAx HBAX BAT BT
HK$m HK$m HK$’m HK$’m HK$’m HK$m HK$'m HK$’m
B Assets
PEFFIN G B AEARAT R LA 4:flbL - Cash and balances and
Fal 22 854 J e AR placements with banks and
other financial institutions 343,762 157,529 14,452 28,037 1,784 - - 545,564
PAAEA LT ABi 2 £RlFE  Financial assets at fair value
= through profit or loss - 3,291 14,421 6,150 6,568 1,410 426 32,266
e TR Derivative financial instruments 13,557 3,154 2,657 4,822 8,634 4,369 - 37,193
TR HATEX BURF 71 6EF Hong Kong SAR Government
certificates of indebtedness 197,650 - - - - - - 197,650
e AR 5 Advances and other accounts 312,400 166,734 79,900 218,002 615,663 352,577 1,912 1,747,188
T Investment in securities
- DATHER A AT GRS - AtFVOCI - 100,684 212,728 174,210 198,692 98,009 3,725 788,048
- DR - At amortised cost - 4,483 2,872 16,193 65,832 19,234 - 108,614
CE A R BB AL Interests in associates and joint
ventures - - - - - - 700 700
Bl Investment properties - - - - - - 18,752 18,752
LN N Y 3 Properties, plant and equipment - - - - - - 45,833 45,833
FoAth e (BRI S AER Other assets (including current
g ) and deferred tax assets) 27,371 97,208 286 706 126 - 1,844 127,541
it Total assets 894,740 533,083 327,316 448,120 897,299 475,599 73,192 3,649,349
i Liabilities
BT X iR Hong Kong SAR currency notes
in circulation 197,650 - - - - - - 197,650
HRAT B HAb A R LA 2 A K Deposits and balances from banks
G4 and other financial institutions 235,811 86,131 6,755 1,469 1,188 - - 331,354
PAATEAE 1 AN 2 2 2 42 2 Financial liabilities at fair value
fit through profit or loss - 4,774 5,148 2,182 862 64 - 13,030
e TR Derivative financial instruments 9,288 2,264 2,107 4,730 12,063 6,505 - 36,957
B Deposits from customers 1,973,461 358,475 263,124 92,306 1,973 - - 2,689,339
ERATH SRS RAFHE Debt securities and certificates of
depositin issue - - 78 - - - - 78
FAbI I K % (BFERAIBII Other accounts and provisions
s SRR 57D (including current and deferred
tax liabilities) 29,958 30,254 392 5,421 7,006 101 - 73,132
pali st il Total liabilities 2,446,168 481,898 277,604 106,108 23,092 6,670 - 3,341,540
it 0| Net liquidity gap (1,551,428) 51,185 49,712 342,012 874,207 468,929 73,192 307,809
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pe el

TEFRERE
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- D gAH
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B
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Sl

T

B B

it
AERFAIT X UEAR T

AT B SR A
LTS

PLATEZ T N3 2 SR 5
fif

ke TR

L IREEZ N

CRAT BT ES RAFHIE

ST CEARREM B
BBIERUIA ()

pdast
A% G

Assets

Cash and balances and
placements with banks and
other financial institutions

Financial assets at fair value
through profit or loss

Derivative financial instruments
Hong Kong SAR Government
certificates of indebtedness
Advances and other accounts
Investment in securities
-AtFVOCI
- At amortised cost
Interests in associates and joint
ventures

Investment properties
Properties, plant and equipment

CELIERORLT B ZERL Other assets (including current

and deferred tax assets)

Total assets

Liabilities

Hong Kong SAR currency notes
in circulation

Deposits and balances from banks
and other financial institutions

Financial liabilities at fair value
through profit or loss

Derivative financial instruments

Deposits from customers

Debt securities and certificates of
depositin issue

Other accounts and provisions
(including current and deferred
tax liabilities)

3.3 Liquidity risk (continued)

(B) Maturity analysis (continued)

3. Financial risk management (continued)

+ 2020412 A 31 H
At 31 December 2020

Notes to the Interim Financial Information (continued)

Total liabilities

Net liquidity gap

—& =

B —AAN =AM A —ERE RFENUE REE
On Upto 1t0o3 3to12 1t05 Over H3H it
demand 1 month months months years  5years Indefinite Total
bl b HEm i i M HEm i
"o H/L HAK Aot "L HJK BT Aot
HK$'m HK$'m  HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
367,448 56,425 25,217 12,134 1,857 - - 463,081
- 4,411 17,816 4,231 3,707 2,152 428 32,745
15,506 3,614 6,174 8,883 12,076 6,558 - 52,811
189,550 - - - - - - 189,550
224172 41,197 83,024 183,549 622,363 344,001 1,502 1,499,808
- 125,559 199,549 108,528 196,028 101,671 3,441 734,776
- 5,222 3,880 13,015 20,145 12,831 - 55,093
- - - - - - 663 663
- - - - - - 18,740 18,740
- - - - - - 46,504 46,504
32,711 15,153 463 476 116 2 1,838 50,759
829,387 251,581 336,123 330,816 856,292 467,215 73,116 3,144,530
189,550 - - - - - - 189,550
269,742 53,371 564 1,322 1,242 - - 326,241
- 11,552 4,348 3,690 386 360 - 20,336
11,253 5,065 7,052 9,480 16,786 10,719 - 60,355
1,465,055 366,433 246,117 111,002 1,715 - - 2,190,322
- 233 - 193 - - - 426
31,973 16,882 1,926 2,742 7,086 133 - 60,742
1,967,573 453,536 260,007 128,429 27,215 11,212 - 2,847,972
(1,138,186) (201,955) 76,116 202,387 829,077 456,003 73,116 296,558
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(&88)
3. SRNSERE (4) 3. Financial risk management (continued)

3.3 MIFEERE () 3.3 Liquidity risk (continued)
(B) BIBBSHT (8 (B) Maturity analysis (continued)
04 4 B B 3 The analysis of debt securities by remaining period to maturity is based on contractual
S5 AUE 7 2 7 BT =R maturity date. The disclosure does not imply that the securities will be held to maturity.
WAELEIH .
FITAE B % AN AL 3R it
AR KR E £

HH.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 BARERH

3.4 Capital management

S 2
I M o 4
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WA AT %%
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b, i A 8
T2 HATER. GE AT
5 2 A B A1 R4
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T34 4 T BT 5 0
SIS 4 5
P 8 0 L
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e

SR T R 2l 9
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Ko FIRANEIME TR
AR AR (FHERED
TR AR
PRI D3 i A U 325
T H A (5 DA (T
JRUS: 38 By o) T R A2

AR 4k 5K BT P9 B R
WA SR SN K F
ZE ) — BT 3 WU B A
R, IR R ERS
Gt SEA RSN i
77 A R T 3 DA R A
R o AR H 4K 5K A v

(s R TR
KRN RS FAZR,

AL A AR SR I FRE L.
SR U TRV
PAE R ALK,

The HKMA supervises BOCHK and certain subsidiaries specified by the HKMA on a
consolidated and solo basis and, as such, receives information on the capital adequacy of,
and sets capital requirements for those companies as a whole. Individual overseas banking
subsidiaries and branches are directly regulated by their local banking supervisors, who
set and monitor their capital adequacy requirements. Certain non-banking financial
subsidiaries are also subject to the supervision and capital requirements of local regulatory
authorities.

The Group has adopted the foundation internal ratings-based (“FIRB”) approach to
calculate the credit risk capital charge for the majority of its non-securitisation exposures.
Small residual credit exposures are remained under the standardised (credit risk) (“STC”)
approach. The Group has adopted the standardised credit valuation adjustment (“CVA”)
method to calculate the capital charge for the CVA risk of the counterparty.

The Group continues to adopt the internal models (“IMM”) approach to calculate the
general market risk capital charge for foreign exchange and interest rate exposures and,
with the approval from the HKMA, exclude its structural FX positions in the calculation of
the market risk capital charge. The Group continues to adopt the standardised (market risk)
(“STM”) approach to calculate the market risk capital charge for the remaining exposures.

The Group continues to adopt the standardised (operational risk) (“STO”) approach to
calculate the operational risk capital charge.
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3. SRNSERE (4) 3. Financial risk management (continued)

3.4 BAEH (8) 3.4 Capital management (continued)
(A) IEeaHmh (A) Basis of regulatory consolidation
MR E T 2 A B A The consolidation basis for regulatory purposes comprises the positions of BOCHK
THtRHECRAT I (A and certain subsidiaries specified by the HKMA in accordance with the Banking
FROU Y R A AR A U R (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
oy & R e E accordance with HKFRSs and the list of subsidiaries is set out in “Appendix —
JEA T R fE T Subsidiaries of the Bank”.

HRTT I JU-42 A s
%l o HE U 255 B
~F], HARET TH
R — AT Z M E A

EIER
BIETE ST HEN 5 The particulars of subsidiaries which are included within the accounting scope of
YO, AL TE consolidation but not included within the regulatory scope of consolidation are as
I 5E L5430 B P B follows:
JBA R Z W
F 202146 A30H F 202012 A 31 H
At 30 June 2021 At 31 December 2020
A=t ] BEA B BT LA A
2R Name Total assets Total equity Total assets Total equity
WNEAT WMEGT - ANE Wb wmhmE AT
HK$’'m HK$’'m HK$'m HK$'m
FAREREIEAARA BOC Group Trustee Company

R E B s E RIS A R A
)

China Bridge (Malaysia) Sdn.
Bhd.

FEAT (BB REAFRA
)

FEBT (EFB EHERL
)

PG ERS (FT) BIRA
)

AR BRHEE GRYID ARA
)

PHREBEARS GRYD A

FRAR

e READ HIRAR*

FHEEMBRERSHIRAT

FAAUESR LI A IR A A

WEEITARA A

Limited 200 200 200
BOCI-Prudential Trustee

Limited 547 467 553
China Bridge (Malaysia) Sdn.

Bhd. 10 4 13

Bank of China (Hong Kong)
Nominees Limited - - -
Bank of China (Hong Kong)

Trustees Limited 1" 11 11
BOC Financial Services
(Nanning) Company Limited 206 46 248

BOCHK Information

Technology (Shenzhen)

Co., Ltd. 393 270 387
BOCHK Information

Technology Services

(Shenzhen) Co., Ltd. 430 363 421
Che Hsing (Nominees)

Limited* N/A N/A -
Po Sang Financial Investment

Services Company Limited 362 345 364
Po Sang Securities and

Futures Limited 877 402 952
Sin Hua Trustee Limited 5 5 5
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3. SRNSEE (8

3.4 BAEH ()

(A) BELRaE (8

3. Financial risk management (continued)

3.4 Capital management (continued)

(A) Basis of regulatory consolidation (continued)

F2021£6 430 H

Notes to the Interim Financial Information (continued)

T 202012 H 31 H

At 30 June 2021 At 31 December 2020
B B A SR P S RA A
2R Name Total assets Total equity Total assets Total equity
WA WA wmE mEsT
HK$’'m HK$’'m HK$'m HK$'m

Billion Express Development
Inc.

Billion Orient Holdings Ltd.

Elite Bond Investments Ltd.

Express Capital Enterprise Inc.

Express Charm Holdings
Corp.

Express Shine Assets
Holdings Corp.

Express Talent Investment
Ltd.

Gold Medal Capital Inc.

Gold Tap Enterprises Inc.

Maxi Success Holdings Ltd.

Smart Linkage Holdings Inc.

Smart Union Capital
Investments Ltd.

Success Trend Development
Ltd.

Wise Key Enterprises Corp.

WY REOHRAFEE
T 202142 A 16 HIE=
fEERL

Billion Express Development
Inc.

Billion Orient Holdings Ltd.

Elite Bond Investments Ltd.

Express Capital Enterprise
Inc.

Express Charm Holdings
Corp.

Express Shine Assets
Holdings Corp.

Express Talent Investment
Ltd.

Gold Medal Capital Inc.

Gold Tap Enterprises Inc.

Maxi Success Holdings Ltd.

Smart Linkage Holdings Inc.

Smart Union Capital
Investments Ltd.

Success Trend Development
Ltd.

Wise Key Enterprises Corp.

*
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Che Hsing (Nominees) Limited was dissolved on 16 February 2021.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital management (continued)

(A) Basis of regulatory consolidation (continued)

The principal activities of the above subsidiaries are set out in “Appendix —

Subsidiaries of the Bank”.

There were no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation as at 30

June 2021 (31 December 2020: Nil).

There were also no subsidiaries which are included within both the accounting scope
of consolidation and the regulatory scope of consolidation where the methods of

consolidation differ as at 30 June 2021 (31 December 2020: Nil).

The Group operates subsidiaries in different countries/regions where capital is
governed by local rules and there may be restrictions on the transfer of funds or

regulatory capital between the members of the Group.

(B) Capital ratio

The capital ratios are analysed as follows:

F 2021 £ T 2020 4
6 H30H 1231 H
At 30 June At 31 December
2021 2020
CET1 capital ratio
15.95% 17.75%
Tier 1 capital ratio 17.61% 19.67%
Total capital ratio 19.79% 22.10%
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital management (continued)

(B) Capital ratio (continued)

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

capital ratios is analysed as follows:

CET1 capital: instruments and reserves
Directly issued qualifying CET1 capital
instruments

Retained earnings
Disclosed reserves

CET1 capital before regulatory deductions

CET1 capital: regulatory deductions
Valuation adjustments
Other intangible assets (net of associated
deferred tax liabilities)

Deferred tax assets (net of associated deferred
tax liabilities)

Gains and losses due to changes in own credit
risk on fair valued liabilities

Cumulative fair value gains arising from the
revaluation of land and buildings (own-use
and investment properties)

Regulatory reserve for general banking risks

Total regulatory deductions to CET1 capital

CET1 capital

117

F 2021 £ T+ 2020
6 H30H 12 31H
At 30 June At 31 December
2021 2020
BREAT wmmE AT
HK$’'m HK$'m
43,043 43,043
194,696 184,230
45,881 45,100
283,620 272,373
(33) (24)
(1,510) (1,502)
(102) (91)

(23) (21)
(49,736) (49,413)
(6,665) (4,780)
(58,069) (55,831)
225,551 216,542
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.4 Capital management (continued)

(B) Capital ratio (continued)

AT1 capital: instruments

Qualifying AT1 capital instruments classified as
equity under applicable accounting standards

AT1 capital
Tier 1 capital

Tier 2 capital: instruments and provisions

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

Tier 2 capital before regulatory deductions

Tier 2 capital: regulatory deductions

Add back of cumulative fair value gains arising
from the revaluation of land and buildings
(own-use and investment properties) eligible
for inclusion in Tier 2 capital

Total regulatory adjustments to Tier 2 capital

Tier 2 capital

Total regulatory capital
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T 2021 £ T+ 2020
6 530H 12 431 H
At 30 June At 31 December
2021 2020
WHEATT wmmE AT
HK$’'m HK$'m
23,476 23,476
23,476 23,476
249,027 240,018
8,405 7,322
8,405 7,322
22,381 22,236
22,381 22,236
30,786 29,558
279,813 269,576
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3. Financial risk management (continued)

3.4 Capital management (continued)

(B) Capital ratio (continued)

The capital buffer ratios are analysed as follows:

Capital conservation buffer ratio

Higher loss absorbency ratio

Countercyclical capital buffer ratio

(C) Leverage ratio

The leverage ratio is analysed as follows:

Tier 1 capital

Leverage ratio exposure

Leverage ratio
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Notes to the Interim Financial Information (continued)

T 2021 4 T+ 2020
6 H30H 12 431 H
At 30 June At 31 December
2021 2020
2.500% 2.500%
1.500% 1.500%
0.820% 0.790%

T 2021 4 T+ 2020
6 H30H 12 H31H
At 30 June At 31 December
2021 2020
WTHET WwHE LT
HK$’'m HK$'m
249,027 240,018
3,546,256 3,036,425
7.02% 7.90%
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Notes to the Interim Financial Information (continued)

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

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

- Level 2: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is observable, either directly or indirectly. This category includes
majority of the over-the-counter (“OTC”) derivative contracts, debt securities and
certificates of deposit with quote from pricing services vendors, issued structured deposits
and other debt instruments. It also includes certain foreign exchange contracts with
insignificant adjustments or calibrations made to observable market inputs.

- Level 3: based on valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable. This category includes equity investments,
debt instruments and certain OTC derivative contracts with significant unobservable
components.
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Notes to the Interim Financial Information (continued)

4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)

(N ¢ )

X LA R HETR A T 554
K& TR, AMEHX TR
I S5 FRLYIR £ 5 H B
PG CET X R AP

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

EEA E KR Z R R
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R MR

41 UAPEENEM TR
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By b g s T AT R
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4.1 Financial instruments measured at fair value

The Group has an established governance structure and controls framework to ensure that
fair values are either determined or validated by control units independent of the front
offices. Control units have overall responsibility for independent verification of valuation
results from front line businesses and all other significant fair value measurements. Other
specific controls include verification of observable pricing inputs; review and approval for
new models and changes to models; calibration and back-testing of models against
observed market transactions; analysis and investigation of significant daily valuation
movements; review of significant unobservable inputs and valuation adjustments.
Significant valuation issues are reported to senior management, Risk Committee and Audit
Committee.

Generally, the unit of account for a financial instrument is the individual instrument. HKFRS
13 permits a portfolio exception, through an accounting policy election, to measure the fair
value of a portfolio of financial assets and financial liabilities on the basis of the net open
risk position when certain criteria are met. The Group applies valuation adjustments at an
individual instrument level, consistent with that unit of account. According to its risk
management policies and systems to manage derivative financial instruments, the fair
value of certain derivative portfolios that meet those criteria is measured on the basis of
the price to be received or paid for net open risk. Those portfolio-level adjustments are
allocated to the individual assets and liabilities on the basis of its relative net risk exposure
to the portfolio.
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4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
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Notes to the Interim Financial Information (continued)

4.1 Financial instruments measured at fair value (continued)

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

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

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

Debt securities and certificates of deposit and other debt instruments

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

Asset backed securities

For this class of instruments, external prices are obtained from independent third parties.
The valuation of these securities, depending on the nature of transaction, is estimated
from market standard cash flow models with input parameter which include spreads to
discount rates, default and recovery rates and prepayment rates that may be observable
or compiled through matrix pricing for similar issues.
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4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
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Notes to the Interim Financial Information (continued)

4.1 Financial instruments measured at fair value (continued)

Derivatives

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

Credit valuation adjustments (“CVAs”) and debit valuation adjustments (“DVAs”) are
applied to the Group’s OTC derivatives. These adjustments reflect market factors
movement, expectations of counterparty creditworthiness and the Group’s own credit
spread respectively. They are mainly determined for each counterparty and are
dependent on expected future values of exposures, default probabilities and recovery
rates.
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(A) Fair value hierarchy

Financial assets
Trading assets (Note 18)
- Debt securities and
certificates of deposit
- Equity securities
- Other debt instruments
Other financial assets
mandatorily classified at
fair value through profit or
loss (Note 18)
- Debt securities and
certificates of deposit
Financial assets designated
at fair value through profit
or loss (Note 18)
- Debt securities and
certificates of deposit
- Other debt instruments
Derivative financial
instruments (Note 19)
Investment in securities at
FVOCI (Note 21)

- Debt securities and

certificates of deposit
- Equity securities
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4. Fair values of financial assets and liabilities (continued)

4.1 Financial instruments measured at fair value (continued)

F202146 H30H

Notes to the Interim Financial Information (continued)

At 30 June 2021
F—B% F_RER F=RH Bt
Level 1 Level 2 Level 3 Total
WHmEA WhmEAxL BHEEART WHEAX
HK$’'m HK$’'m HK$’'m HK$’'m
14 24,996 - 25,010
M1 - - 41
- 3,200 - 3,200
- 1,165 - 1,165
715 584 - 1,299
- 1,551 - 1,551
95 37,098 - 37,193
243,016 541,307 - 784,323
- 1,460 2,265 3,725
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4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
B (8

41 APETER ST R 4.1 Financial instruments measured at fair value (continued)

€9
(A) A FERIZS (88 (A) Fair value hierarchy (continued)
F 202146 H30H
At 30 June 2021
F—R%& F_RER F=RH Bt
Level 1 Level 2 Level 3 Total
WHmEA WhmEAxL BHEEART WHEAX
HK$’'m HK$’'m HK$’'m HK$’'m
SR A5 Financial liabilities
DA PAE AR TE N5 2 Financial liabilities at fair
Z &b Ao value through profit or loss
(W 25) (Note 25)
- X oA R - Trading liabilities - 12,931 - 12,931
- FE UL A T EAR - Financial liabilities
it AN 2 4 designated at fair value
il A7 5% through profit or loss - 99 - 99
FrtE & TR Derivative financial
CPfHE 19 instruments (Note 19) 4 36,953 - 36,957
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Financial assets
Trading assets (Note 18)
- Debt securities and
certificates of deposit
- Equity securities
- Other debt instruments
Other financial assets
mandatorily classified at
fair value through profit or
loss (Note 18)
- Debt securities and
certificates of deposit
Financial assets designated
at fair value through profit
or loss (Note 18)
- Debt securities and
certificates of deposit
- Other debt instruments
Derivative financial
instruments (Note 19)
Investment in securities at
FVOCI (Note 21)

- Debt securities and

certificates of deposit
- Equity securities
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(A) Fair value hierarchy (continued)

4. Fair values of financial assets and liabilities (continued)

4.1 Financial instruments measured at fair value (continued)

T-2020 12 A 31 H
At 31 December 2020

Notes to the Interim Financial Information (continued)

F—E% FE RN F=ER Bt
Level 1 Level 2 Level 3 Total
WwimEsn WmEAxG WmEAx BhEAT
HK$'m HK$'m HK$'m HK$'m

- 26,817 - 26,817

49 - - 49

- 3,300 - 3,300

- 1,154 - 1,154

720 587 - 1,307

- 118 - 118

8 52,803 - 52,811
258,400 472,935 - 731,335
- 1,074 2,367 3,441
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Notes to the Interim Financial Information (continued)
4. Fair values of financial assets and liabilities (continued)
4.1 Financial instruments measured at fair value (continued)
(A) Fair value hierarchy (continued)

T 2020512 A 31 H
At 31 December 2020

BoRg BORS BERY it
Level 1 Level 2 Level 3 Total
WEHEAG  WmEAK WHmEA BmEAT
HK$'m HK$'m HK$'m HK$'m
Financial liabilities
Financial liabilities at fair
value through profit or loss
(Note 25)
- Trading liabilities - 20,336 - 20,336
- Financial liabilities
designated at fair value
through profit or loss - - - -
Derivative financial
instruments (Note 19) 29 60,326 - 60,355

There were no financial asset and liability transfers between level 1 and level 2 for the
Group during the first half of 2021 (31 December 2020: There were transfers of
derivative financial assets of HK$15,498 million and derivative financial liabilities of
HK$11,227 million from level 1 to level 2 for the Group during 2020 as a result of
calibrations of market observable inputs on certain financial instruments. The impact
arising from such calibrations was insignificant to the fair value measurement of the
relevant financial instruments).
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RS %EME  Notes to the Interim Financial Information (continued)
(4

4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
B (8

41 APETER ST R 4.1 Financial instruments measured at fair value (continued)

€9
(B) E=EZH K H 2z (B) Reconciliation of level 3 items
JAELEE S 2021466 A 30 H
Half-year ended 30 June 2021
SR
Financial assets
DAASPEZRAL
TEAH A AT
Wt 2 B FH BB
Investment in
ik securities
LSBT A at FVOCI
Derivative B ES
financial Equity
instruments securities
WMEAT WHEAT
HK$’'m HK$’'m
T 202141 H1H At 1 January 2021 - 2,367
g Losses
- WEik - Income statement
- A MR - Net trading gain
- HAb ARG - Other comprehensive income
- ATEA - Change in fair value - (113)
HE Additions - 11
=R Transfer out of level 3
12021426 H 30 H At 30 June 2021 - 2,265
T2021 46 5 30 H Total unrealised gains for the period included in
FEH &b B T income statement for financial assets held as at
P TE A a8 2 R S 30 June 2021
TR a0
- WA G R - Net trading gain
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RS %EME  Notes to the Interim Financial Information (continued)
(4

4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
B (8

41 APETER ST R 4.1 Financial instruments measured at fair value (continued)

€9
(B) E=EZH K H 2z (B) Reconciliation of level 3 items (continued)
()
LAE LS 2020 4F 12 A 31 [
Year ended 31 December 2020
SR
Financial assets
PLAFAE AL
TENH A AT
g Z MEFR AR R
Investment in
i securities
SETH _ atFvocl
Derivative JEHHIES
financial Equity
instruments securities
EMHEATT HEMHEATT
HK$'m HK$'m
T 20201 H1H At 1 January 2020 11 2,154
g Gains
- Waidk - Income statement
- HAE MG - Net trading gain 146 -
- HAh AT - Other comprehensive income
- ATHEARA - Change in fair value - 213
HME Additions - -
=R Transfer out of level 3 (157) -
F 2020412 A 31 H At 31 December 2020 - 2,367
T 2020 12 A 31 H Total unrealised gains for the year included in
FEA I 4 Rl 55 7= T 4R income statement for financial assets held as at
T N 2 3 AR S 31 December 2020
PR g S
- R GGG - Net trading gain - -
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Notes to the Interim Financial Information (continued)

4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
B (8
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4.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 30 June 2021 and 31 December 2020, financial instruments categorised as level

3 are mainly comprised of unlisted equity shares.

For certain OTC derivative contracts, the counterparty credit spreads used in valuation
techniques are unobservable inputs with significant impact on valuation. Therefore,
these instruments have been classified by the Group as level 3. Transfers out of level
3 in 2020 were due to change of valuation observability. The Group has established
internal control procedures to control the Group’s exposure to such financial

instruments.

The fair values of unlisted FVOCI equity investments are determined with reference to
(i) multiples of comparable listed companies, such as average of the price/earnings
ratios or average of the price/book values ratios of the comparables; or (ii) dividend
discount model calculation of the underlying equity investments; or (iii) net asset value
with fair value adjustments on certain assets or liabilities held (if applicable), if neither
appropriate comparables nor dividend discount model calculation is available or

applicable.
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RS %EME  Notes to the Interim Financial Information (continued)
(4

4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
B (8

41 APETER ST R 4.1 Financial instruments measured at fair value (continued)

€ )
(B) E=EZ& MBS (B) Reconciliation of level 3 items (continued)
)

AT S B AR BT Had all of the significant unobservable inputs applied on the valuation techniques
L f K AN T O 4% favourably changed/unfavourably changed by 5% (31 December 2020: 5%), the
R& K E 5%F FIAE 1L Group’s other comprehensive income would have increased/decreased by HK$104
/ RFAELL (2020 4E million and HK$102 million, respectively (31 December 2020: increased/decreased by
12 31 H: 5%) , HK$55 million and HK$54 million, respectively).
) A £ 4] 2 B Ath 4 TH
Wz 2 4 4 3 19 Jn s

1.04 fZICEIs A # T
1.02 12.76.(2020 - 12
J 31 H: Bnim
0.55 127t sk
0.54 1278) »
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4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)
B (8

Notes to the Interim Financial Information (continued)

4.2 Financial instruments not measured at fair value

4.2 LDIAFET RN SRIT

£

NP AE A BLAE — R E I A
AR 7 BB AN R &
il TR 2 BORBR PR AT
I3 AR B A S bR
BURE A T PRl 4 2 e T
BN TE.

FEIR/ i RARAT I Fo A

Fair value estimates are made at a specific point in time based on relevant market
information and information about various financial instruments. The following methods
and assumptions have been used to estimate the fair value of each class of financial
instrument as far as practicable.

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

LI 2 45 4% I 57 5 5 Afm
KERr 2 R 7 & f £t
BTafHE N
1, L T B S AT EAR
Ho

B R ARAT S b

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

Advances to customers and banks and other financial institutions

R B

KR 25 BT
Do Al R B O i
HFE, HipREITH
ME, KK S A PE
F -

DA A% A i f2 2 ISR %

Substantially all the advances to customers and banks and other financial institutions are
on floating rate terms, bear interest at prevailing market interest rates and their carrying
value approximates fair value.

Investment in securities at amortised cost

52“':

U A 2 % 2
ATFAIERE SHIE 4.1 1
L2 A R 85U 2
AT TR B8 7= 440 1 2%
R I7EHIR.
BPHEK

A5 225 PR T 4
5 ER 4 I EI, SUKT
55 AT

CURAT AR F5AE 25 A IE

The fair value of securities at amortised cost is determined by using the same approach
as those debt securities and certificates of deposit and asset backed securities measured
at fair value as described in Note 4.1.

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

Debt securities and certificates of deposit in issue

WRTRZ ATEEES
MHE 4.1 NELAETHE
R 157 95 40E 25 2% A7 CIE R
ZITERAR.

The fair value of these instruments is determined by using the same approach as those
debt securities and certificates of deposit measured at fair value as described in Note 4.1.
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Notes to the Interim Financial Information (continued)

4. SERBEFMAMAF 4. Fair values of financial assets and liabilities (continued)

B (8

4.2 LDIAFET RN SRIT
A @&
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4.2 Financial instruments not measured at fair value (continued)

The following tables set out the carrying values and fair values of the financial instruments

not measured at fair value, except for the above with their carrying values being

approximation of fair values.

Financial assets
Investment in securities at
amortised cost (Note 21)

Financial liabilities

Debt securities and
certificates of deposit in
issue (Note 27)
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F 202146 H30H
At 30 June 2021

F 2020512 A 31 H
At 31 December 2020

K THI (5 T T B
Carrying AFE Carrying ANFPE
value Fair value value Fair value
WMEAxT WHEARx BmEAx  BhEAax
HK$’'m HK$’'m HK$'m HK$'m
108,614 109,136 55,093 56,097
78 78 426 426
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BANK OF CHINA (HONG KONG) LIMITED

5. Net interest income

Interest income
Advances to customers, due from banks and
other financial institutions

Investment in securities and financial assets at

fair value through profit or loss
Others

Interest expense

Deposits from customers, due to banks and
other financial institutions

Debt securities and certificates of deposit in
issue

Subordinated liabilities

Lease liabilities

Others

Net interest income

Notes to the Interim Financial Information (continued)

FEEHE ARG R
2021 4¢ 2020 4

6 H30H 6 730H
Half-year ended Half-year ended
30 June 30 June
2021 2020
BHEAT BME T
HK$’'m HK$'m
13,630 20,208
4,320 6,860

62 149

18,012 27,217
(3,807) (9,965)

() M

- (80)

(21) (28)

(26) (215)
(3,855) (10,289)
14,157 16,928

Included within interest income are HK$14,425 million (first half of 2020: HK$21,224 million)
and HK$3,492 million (first half of 2020: HK$5,680 million) for financial assets measured at
amortised cost and at fair value through other comprehensive income respectively.

Included within interest expense are HK$3,848 million (first half of 2020: HK$10,059 million) for

financial liabilities that are not measured at fair value through profit or loss.
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6. Net fee and commission income

Fee and commission income
Securities brokerage

Loan commissions

Credit card business
Insurance

Funds distribution

Trust and custody services
Payment services

Bills commissions

Safe deposit box

Currency exchange
Others

Fee and commission expense
Credit card business

Securities brokerage

Others

Net fee and commission income

Of which arise from:

Financial assets or financial liabilities not at fair

value through profit or loss

- Fee and commission income
- Fee and commission expense

Trust and other fiduciary activities
- Fee and commission income
- Fee and commission expense
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Notes to the Interim Financial Information (continued)

PELHE AR HE
2021 4 2020 4

6 H30H 6 H 30 [
Half-year ended Half-year ended
30 June 30 June
2021 2020
BHEAT i TEP b
HK$’'m HK$'m
2,189 1,567
1,795 1,392
1,001 928
879 782

425 392

380 327

374 358

321 278

151 153

58 157

613 502
8,186 6,836
(639) (588)
(265) (178)
(291) (363)
(1,195) (1,129)
6,991 5,707
1,967 1,504

(8) (3)

1,959 1,501
482 426

(19) (14)

463 412
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BANK OF CHINA (HONG KONG) LIMITED

RS %EME  Notes to the Interim Financial Information (continued)
(4

7. B HHEWRE 7. Net trading gain
PELHE PARLH R
2021 & 2020 &
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WHEHAT HEME LT
HK$’'m HK$'m
#iles /i) A Net gain/(loss) from:

HMEAZ 5 B ANEAE 5 77 Foreign exchange and foreign exchange
products 2,083 2,985

FIZR T H J A AR Interest rate instruments and items under
gE| fair value hedge (44) (971)
i Commodities 103 250
TR B AT SR A TR Equity and credit derivative instruments 101 59
2,243 2,323

8. HAhLLAF(ER 4Lt 8. Net (loss)/gain on other financial instruments at fair value through
WBZzE&EMT AR (T profit or loss

) /W
PG R PARLE R
2021 ¢ 2020 =
6 A30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WMEAT wmhmE AT
HK$’'m HK$'m
HAdsRFI /> FON LA A4 Net (loss)/gain on other financial instruments
AR &R TR (7 mandatorily classified at fair value through
L DI (& profit or loss (7) 22
T8 N UAAPEHA T A BB Net (loss)/gain on financial instruments
2R T B CGFHD /R designated at fair value through profit or
i loss (5) 131
(12) 153
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9. Hfh&mhB™=2 %Yt 9. Net gain on other financial assets

Notes to the Interim Financial Information (continued)

PG R PARLEH S
2021 ¢ 2020 4
6 A30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WEEA N REWA T
HK$’'m HK$'m
LEE /R DLAPEARETE AN Net gain on disposal/redemption of investment in
HoAth A= THI W B 2 UEZ#$ 5% securities at FVOCI
Z s 401 2,518
[0l ARER A TH 2 IE % Net loss on redemption of investment in securities
B2 1 at amortised cost (10) (22)
HoAth Others 9 10
400 2,506
10. HMEEWA 10. Other operating income
FELEE PARLEH S
2021 4 2020
6 A30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WMHEGT WM E G
HK$’'m HK$'m
SN Dividend income
- REWRNFE Z AT - From investment in securities at FVOCI held at
B A8 b T N Al 4 T UG the end of the period
2 UE T 42 39
Bl 2 M4 BN Gross rental income from investment properties 290 307
W BRI S Less: Outgoings in respect of investment properties (26) (20)
Hofth Others 55 40
361 366
[ RI TN 2 3 1 dE Included in the “Outgoings in respect of investment properties” is HK$6 million (first half of 2020:

FHP R A S B 2 B
2T 6 1 5 u(2020
LR M2 B0,

during the period.
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HK$2 million) of direct operating expenses related to investment properties that were not let
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RS %EME  Notes to the Interim Financial Information (continued)
(4

1. BEESFRE 11. Net charge of impairment allowances
YELHE ARLE R A
2021 4E 2020 &
6 H30H 6 730 H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WHEAT HMHE T
HK$’'m HK$'m
BAAAES 1 GRS / RE]: Net (charge)/reversal of impairment allowances on:
DR e FLAth e 150 Advances and other accounts (1,197) (1,311)
UEFF R B Investment in securities
- DAA AT AR - At FVOCI
ATHY 2 1 (71)
- DR AT - At amortised cost (8) 9
0] (62)
Fht Others 19 30
TRAEME 5 1R % Net charge of impairment allowances (1,185) (1,343)
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FHI S %RIME  Notes to the Interim Financial Information (continued)
(&88)
12. ZEZH 12. Operating expenses
FAELEHE JAELE
2021 4 2020 4
6 H30H 6 H 30 H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WHEATT wmmE AT
HK$’'m HK$'m
ANFHRH CBREEFHE Staff costs (including directors’ emoluments)
- I A A 2 - Salaries and other costs 3,932 3,942
- GRR A - Pension cost 264 260
4,196 4,202
e B S VTS Premises and equipment expenses (excluding
H71H B ) depreciation and amortisation)
- FERLGE . MRME B - Short-term leases, leases of low-value assets and
5 S B LG 0 5% variable lease payments 6 -
- HAtk - Others 562 540
568 540
710 el Depreciation and amortisation 1,483 1,499
UM 4 Auditor’s remuneration
- I RS - Audit services 3 3
- EE RS - Non-audit services 2 3
HAhZE Other operating expenses 1,052 1,084
7,304 7,331
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RS %EME  Notes to the Interim Financial Information (continued)
(4

13. HEWNALE / AF  13. Net loss from disposal of/fair value adjustments on investment
ERBZ FTH properties

FELEHE PEGHE

2021 ¢ 2020 &
6 A30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WHE AT HEME AT
HK$’'m HK$'m
BBEPNL AT Net loss from fair value adjustments on investment
el properties (20) (515)

14. ItE / B, 8%  14. Net loss from disposal/revaluation of properties, plant and
MEEFZFZHETHR equipment

FEEHE PARGEHE

2021 & 2020 &
6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WHEAT W E TG
HK$’'m HK$'m
REE WA T B S 4 Net loss from disposal of equipment, fixtures and
2T fittings @ )
FAl = T B Net loss from revaluation of premises (20) (2)
(22) (3)
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Notes to the Interim Financial Information (continued)

15. Taxation

Taxation in the income statement represents:

PELEHE PARGER

2021 4¢ 2020 4

6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June

2021 2020
BHEAT BHE I
HK$’'m HK$'m

Current tax
Hong Kong profits tax
- Current period taxation 2,595 2,995
- (Over)/under-provision in prior periods
(237) 1

2,358 2,996

Overseas taxation
- Current period taxation 259 255
- Under/(over)-provision in prior periods

20 (7)
2,637 3,244
Deferred tax
Origination and reversal of temporary differences
and unused tax credits (124) (218)
2,513 3,026

Hong Kong profits tax has been provided at the rate of 16.5% (2020: 16.5%) on the estimated
assessable profits arising in Hong Kong for the first half of 2021. Taxation on overseas profits
has been calculated on the estimated assessable profits for the first half of 2021 at the rates
of taxation prevailing in the countries/regions in which the Group operates.
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15. Taxation (continued)

Notes to the Interim Financial Information (continued)

The taxation on the Group’s profit before taxation that differs from the theoretical amount that

would arise using the taxation rate of Hong Kong is as follows:

Profit before taxation

Calculated at a taxation rate of 16.5% (2020: 16.5%)

Effect of different taxation rates in other
countries/regions

Income not subject to taxation

Expenses not deductible for taxation purposes

Over-provision in prior periods

Foreign withholding tax

Others

Taxation charge

Effective tax rate
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RELHE PAELHE
2021 4 2020 4

6 5 30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WEEA HHHEGT
HK$’'m HK$'m
15,649 18,816
2,582 3,105

99 56

(96) (278)

206 280

(217) (6)

52 (17)

(113) (114)
2,513 3,026
16.1% 16.1%
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RS %EME  Notes to the Interim Financial Information (continued)
(4

16. |2 16. Dividends
FEEHE ARG R
202146 30 H 2020 4-6 J1 30 H
Half-year ended Half-year ended
30 June 2021 30 June 2020

g B =31 Js¥:i
wr WHEAT Y WEMH AT
Per share Total Per share Total
HK$ HK$’m HK$ HK$'m
S Interim dividend 0.110 4,735 0.110 4,735

T 2021 4-8 A 30 H, # On 30 August 2021, the Board declared an interim dividend of HK$0.110 per ordinary share

HoxEIR SR amounting to approximately HK$4,735 million. This declared interim dividend is not reflected
BT 0.110 7T, HHL as a dividend payable in this interim financial information, but will be reflected as an
N 47.35 1270, MEIR appropriation of retained earnings for the year ending 31 December 2021.

SRR )P S Si o N R N e Y

SHRRABIERAT R, B
TR 2021 412 A 31
H 1k 4 B2 7 A B A7 i 4 23
I
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Notes to the Interim Financial Information (continued)

17. Cash and balances and placements with banks and other financial

institutions
F 2021 £ F 2020 4
6 H30H 1274 31H
At 30 June At 31 December
2021 2020
WEEA HHHEGT
HK$’'m HK$'m
Cash 19,107 38,187
Balances with central banks 158,224 141,803
Placements with central banks maturing within
one month 18,778 36,842
Placements with central banks maturing between
one and twelve months 5,139 3,379
Placements with central banks maturing over
one year 1,163 1,547
183,304 183,571
Balances with other banks and other financial
institutions 166,431 187,459
Placements with other banks and other financial
institutions maturing within one month
138,756 19,588
Placements with other banks and other financial
institutions maturing between one and twelve
months 37,354 33,974
Placements with other banks and other financial
institutions maturing over one year
621 310
343,162 241,331
545,573 463,089
Less: Impairment allowances
- Stage 1 9) (8)
- Stage 2 - -
- Stage 3 - -
545,564 463,081
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18. DIAPEZLIE AR 18. Financial assets at fair value through profit or loss
W2 BRI

Notes to the Interim Financial Information (continued)

F 2021 4 F 2020 £
6 430 H 12H31H
At 30 June At 31 December
2021 2020
WHEAT HEHE
HK$’'m HK$'m
WS Securities
o Trading assets
- - Treasury bills 12,367 19,491
- fEEKIE - Certificates of deposit 1,840 171
- HABMSUESF - Other debt securities 10,803 7,155
25,010 26,817
- BAiESR - Equity securities 41 49
25,051 26,866
FHoAth il 4y 29 LA FE Other financial assets mandatorily
AT NI A 2 4Rl classified at fair value through profit or loss
Bire
- PEgR - Treasury bills - i
- HABfR S UES: - Other debt securities 1,165 1,154
1,165 1,154
T N LA AT Financial assets designated
P as 2 ARl g™ at fair value through profit or loss
- fEEKIE - Certificates of deposit - -
- HAbfi %S - Other debt securities 1,299 1,307
1,299 1,307
W AR Total securities 27,515 29,327
HAbfI% TR Other debt instruments
T Gy e Trading assets 3,200 3,300
FE N UAA AT Financial assets designated
26 2 AR B at fair value through profit or loss 1,551 118
HAh 4% LB S0 Total other debt instruments 4,751 3,418
32,266 32,745
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Notes to the Interim Financial Information (continued)

18. Financial assets at fair value through profit or loss (continued)

Total securities are analysed by place of listing as follows:

F 2021 & T 2020 =
6 H30H 12 431H
At 30 June At 31 December
2021 2020
WHEAT whmE AT
HK$’'m HK$'m
Debt securities and certificates of deposit
- Listed in Hong Kong 18,860 22,395
- Listed outside Hong Kong 3,267 2,479
- Unlisted 5,347 4,404
27,474 29,278
Equity securities
- Listed in Hong Kong 41 49
Total securities 27,515 29,327
Total securities are analysed by type of issuer as follows:
F 2021 £ T 2020 =
6 H30H 12H31H
At 30 June At 31 December
2021 2020
WNEAT whE AT
HK$’'m HK$'m
Sovereigns 19,151 26,102
Public sector entities 744 535
Banks and other financial institutions 5,865 2,204
Corporate entities 1,755 486
Total securities 27,515 29,327
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

19. Derivative financial instruments

The Group enters into exchange rate, interest rate, commodity, equity and credit related
derivative financial instrument contracts for trading and risk management purposes.

Currency forwards represent commitments to purchase and sell foreign currency on a future
date. Interest rate futures are contractual obligations to receive or pay a net amount based
on changes in interest rates or buy or sell interest rate financial instruments on a future date
at an agreed price in the financial market under the administration of the stock exchange.
Forward rate agreements are individually negotiated interest rate futures that call for a cash
settlement at a future date for the difference between a contract rate of interest and the
current market rate, based on a notional principal amount.

Currency, interest rate and commodity swaps are commitments to exchange one set of cash
flows or commodity for another. Swaps result in an exchange of currencies, interest rates
(for example, fixed rate for floating rate), or precious metals (for example, silver swaps) or
a combination of all these (for example, cross-currency interest rate swaps). Except for
certain currency swap contracts, no exchange of principal takes place.

Foreign currency, interest rate, precious metal and equity options are contractual
agreements under which the seller (writer) grants the purchaser (holder) the right, but not
the obligation, either to buy (a call option) or sell (a put option) at or by a set date or during
a set period, a specific amount of the financial instrument at a predetermined price. In
consideration for the assumption of foreign exchange and interest rate risk, the seller
receives a premium from the purchaser. Options are negotiated over-the-counter between
the Group and its counterparty or traded through the stock exchange (for example,
exchange-traded stock option).
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

19. Derivative financial instruments (continued)

The contract/notional amounts and fair values of derivative financial instruments held by the
Group are set out in the following tables. The contract/notional amounts of these instruments
indicate the volume of transactions outstanding at the balance sheet dates and certain of
them provide a basis for comparison with the fair values of instruments recognised on the
balance sheet. However, they do not necessarily indicate the amounts of future cash flows
involved or the current fair values of the instruments and, therefore, do not indicate the
Group’s exposure to credit or market risks. The derivative financial instruments become
favourable (assets) or unfavourable (liabilities) as a result of fluctuations in foreign exchange
rates, market interest rates, commodity prices or equity prices relative to their terms. The
aggregate fair values of derivative financial instruments can fluctuate significantly from time
to time.

148



@D*@@&@mmma

BANK OF CHINA (HONG KONG) LIMITED

Hh A 55 Bk P
(&88)
19. AT&Ri T H (42)  19. Derivative financial instruments (continued)

Notes to the Interim Financial Information (continued)

TR S LA A R T
HT 202146 730 HX
2020 4E 12 A 31 HZ &%

The following tables summarise the contract/notional amounts and fair values of each class
of derivative financial instrument as at 30 June 2021 and 31 December 2020:

/ 2 BRI A FAA
F 202146 H30H
At 30 June 2021
&4/ AFE
2 S Fair values
Contract/
notional Br= Wity
amounts Assets Liabilities
WwhmEAxL WhEAK  WHEAL
HK$’'m HK$’'m HK$’'m
LEEY Exchange rate contracts
ROHA. 70 39 R 30 o Spot, forwards and futures 214,700 11,178 (7,059)
38 Swaps 1,304,069 10,707 (8,533)
HIRL Options 18,906 45 (37)
1,537,675 21,930 (15,629)
FIZR A2 Interest rate contracts
Witk Futures 1,458 2 (2)
i Swaps 1,046,101 12,401 (18,680)
AR Options 1,148 . .
1,048,707 12,403 (18,682)
FmaE Commodity contracts 49,686 2,769 (2,555)
EALA 2 Equity contracts 3,475 91 91)
2,639,543 37,193 (36,957)
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19. AT&Ri T H (42)  19. Derivative financial instruments (continued)

T 2020412 A 31 H
At 31 December 2020

&Y/ AP
2 B Fair values
Contract/
notional e B fiit
amounts Assets Liabilities
WwhmEAT WBMmENT VI TREPAT
HK$'m HK$'m HK$'m
LEEY Exchange rate contracts
ROHA. 70 39 R 3 o Spot, forwards and futures 252,159 13,501 (9,918)
EL8 ] Swaps 1,161,386 18,641 (20,803)
AL Options 21,443 147 (136)
1,434,988 32,289 (30,857)
R4 Interest rate contracts
L Futures 488 - -
EL8 ] Swaps 1,152,857 17,211 (26,218)
HIAL Options 5,845 - -
1,159,190 17,211 (26,218)
[EE 4] Commodity contracts 42,819 3,282 (3,246)
A& L) Equity contracts 2,468 29 (34)
2,639,465 52,811 (60,355)
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BANK OF CHINA (HONG KONG) LIMITED

20. Advances and other accounts

Personal loans and advances
Corporate loans and advances

Advances to customers
Less: Impairment allowances
- Stage 1
- Stage 2
- Stage 3

Trade bills

Advances to banks and other financial institutions
Less: Impairment allowances

- Stage 1

- Stage 2

- Stage 3

Notes to the Interim Financial Information (continued)

T 2021 £ + 2020
6 H30H 12H31H
At 30 June At 31 December
2021 2020
WHEATT wmmE AT
HK$’'m HK$'m
522,755 457,013
1,221,534 1,040,243
1,744,289 1,497,256
(5,355) (5,405)
(1,599) (1,115)
(3,246) (2,652)
1,734,089 1,488,084
11,746 9,826
1,355 1,898

(2) -

1,353 1,898
1,747,188 1,499,808

As at 30 June 2021, advances to customers included accrued interest of HK$1,877 million

(31 December 2020: HK$1,961 million).
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RS %EME  Notes to the Interim Financial Information (continued)

(8E2)
21, IEFHH 21. Investment in securities
F 2021 &£ T 2020 &
6 H30H 1231 H
At 30 June At 31 December
2021 2020
WREAT Wl E T
HK$’'m HK$'m
PLA PR AT N oA 4> T Investment in securities at fair value through other
W38 2 AEF 3 comprehensive income
- P - Treasury bills 359,829 334,480
- AEEKE - Certificates of deposit 28,132 46,029
- HAhfE SRS - Other debt securities 396,362 350,826
784,323 731,335
- JBEIES - Equity securities 3,725 3,441
788,048 734,776
DA 4% AR T 2 2 IE SR % Investment in securities at amortised cost
- fFEGE - Certificates of deposit 2,187 966
- HARGSUES - Other debt securities 106,446 54,138
108,633 55,104
W JRAEHER Less: Impairment allowances
- HE—Br B - Stage 1 (19) (11)
- BB - Stage 2 - -
- BERE - Stage 3 - -
108,614 55,093
896,662 789,869
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21. Investment in securities (continued)

Investment in securities is analysed by place of listing as follows:

Investment in securities at fair value through other

comprehensive income

Debt securities and certificates of deposit
- Listed in Hong Kong
- Listed outside Hong Kong
- Unlisted

Equity securities
- Listed in Hong Kong
- Listed outside Hong Kong
- Unlisted

Investment in securities at amortised cost
Debt securities and certificates of deposit
- Listed in Hong Kong
- Listed outside Hong Kong
- Unlisted

Market value of listed securities at amortised cost
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Notes to the Interim Financial Information (continued)

F 2021 4 F 2020 4
6330H 12 H31H
At 30 June At 31 December
2021 2020
WTET wmhmE AT
HK$’'m HK$'m
282,101 186,240
182,346 150,048
319,876 395,047
784,323 731,335
353 345

492 487
2,880 2,609
3,725 3,441
788,048 734,776
4,139 1,241
65,205 38,385
39,270 15,467
108,614 55,093
896,662 789,869
69,764 40,429
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21. Investment in securities (continued)

Investment in securities is analysed by type of issuer as follows:

Sovereigns

Public sector entities

Banks and other financial institutions
Corporate entities

. Investment properties

At 1 January

Additions

Fair value losses
Reclassification from/(to) properties, plant and
equipment (Note 23)

At period/year end
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Notes to the Interim Financial Information (continued)

F 2021 £ T 2020 4
6 330H 12 H31H
At 30 June At 31 December
2021 2020
WTET wmhmE AT
HK$’'m HK$'m
489,003 421,152
44,120 26,363
247,219 231,489
116,320 110,865
896,662 789,869
FEFEHEE SRS
202146 F 30 H 2020412 A 31 H
Half-year ended Year ended
30 June 2021 31 December 2020
WHEATT EHEH LT
HK$’'m HK$'m
18,740 20,428
6 9
(20) (1,641)
26 (56)
18,752 18,740
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RS %EME  Notes to the Interim Financial Information (continued)
(&88)
23. ¥k, BMEEE 23. Properties, plant and equipment

H&. EEBiE
RE%
Equipment, e A B 7=~
Vi laa fixtures and  Right-of-use Bt
Premises fittings assets” Total
whEAT WHEAT WHEAT WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
T 2021 FE1H1HZ Net book value at
T T v E 1 January 2021 43,249 1,560 1,695 46,504
e Additions 6 86 86 178
A B Disposals 1 4] (8) (16)
oY Revaluation 397 - - 397
AHAHTIH Depreciation for the
period (571) (276) (340) (1,187)
LG et dne /N4 Reclassification to
P 22) investment properties
(Note 22) (26) - - (26)
A SR AR Impairment for the period - (4) - (4)
TE 2 Exchange difference (3) (4) (6) (13)
F 202146 H30HZ Net book value at
T T v E 30 June 2021 43,051 1,355 1,427 45,833
T 202146 30 H At 30 June 2021
AR 5K A B Cost or valuation 43,051 6,882 2,858 52,791
ST IH A sAE Accumulated depreciation
and impairment - (5,527) (1,431) (6,958)
T-2021 6 H 30 HZ Net book value at
T T v 30 June 2021 43,051 1,355 1,427 45,833
bR B 2 A B The analysis of cost or valuation of the above assets is as follows:
o/ Il
T 202146 H 30 H At 30 June 2021
T A At cost - 6,882 2,858 9,740
Tt At valuation 43,051 - - 43,051
43,051 6,882 2,858 52,791
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RS %EME  Notes to the Interim Financial Information (continued)
(4

23. Pk, 2K EE 23. Properties, plant and equipment (continued)

(88)
W [T i
PET
Equipment, {5 AL 7
e fixtures and Right-of-use Rt
Premises fittings assets* Total
- ARE Wb - ANE Wb whE AT wHE AT
HK$'m HK$'m HK$'m HK$'m
T2020F1 H1HZ Net book value at
T T v E 1 January 2020 46,024 3,259 1,890 51,173
HE Additions 91 1,206 534 1,831
B Disposals (2) (13) (10) (25)
A Revaluation (1,751) - - (1,751)
FEATIH Depreciation for the year (1,169) (1,085) (724) (2,978)
R H R R Reclassification from
P 22) investment properties
(Note 22) 56 - - 56
3 H A B Transfer to other assets
CHE 24) (Note 24) - (1,808) - (1,808)
TR Exchange difference - 1 5 6
F 2020412 31 HZ Net book value at
i T v 31 December 2020 43,249 1,560 1,695 46,504
T 2020 12 A 31 H At 31 December 2020
FRAAE BT A Cost or valuation 43,249 6,928 2,910 53,087
R IH e Accumulated depreciation
and impairment - (5,368) (1,215) (6,583)
T 2020512 A 31 HZ Net book value at
T T v H 31 December 2020 43,249 1,560 1,695 46,504
IR PR 2 A A B A A The analysis of cost or valuation of the above assets is as follows:
ST :
T 2020412 A 31 H At 31 December 2020
A At cost - 6,928 2,910 9,838
A {E At valuation 43,249 . . 43,249
43,249 6,928 2,910 53,087

* AR B A B = 2 2 Il AL
UiGiP

B 2021 4 ERENIE
PNV LE Sy SEN (ki
(2020 4 i §E it
M 18.08 12T, MA gk
M 49.82 1270, #itHEH
T 31.74 28RN
B, T 2020 4E 12 H 31
H# R HA B>, IEN
TIE B FHRO -

* The right-of-use assets of the Group are mainly related to lease of properties.

There was no transfer of application software to other assets during the first half of 2021 (2020:
Application software with net book value of HK$1,808 million, representing cost of HK$4,982 million
and accumulated amortisation of HK$3,174 million, was transferred to other assets and presented

as intangible assets on 31 December 2020).
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24, HAhBE= 24. Other assets
F 2021 £ T 2020 4
6 A30H 12 H31H
At 30 June At 31 December
2021 2020
WNMEAT wmhmE AT
HK$’'m HK$'m
W lml 5 7= Repossessed assets 24 23
RER Precious metals 10,226 10,697
T %= Intangible assets 1,814 1,808
YK T % T4~ 2% Accounts receivable and prepayments 115,337 38,067
127,401 50,595

25. IAPHERRLTE TR 25. Financial liabilities at fair value through profit or loss
w2 &Rl AR

T 2021 £ T+ 2020
6 H30H 12 31H
At 30 June At 31 December
2021 2020
WHEATT EHEH LT
HK$’'m HK$'m
5P fufs Trading liabilities
- ANC R W K g - Short positions in Exchange Fund Bills and Notes
Xy 12,931 20,336
FHE N UAA PR Financial liabilities designated at fair value through
P25 2 S £ 5 profit or loss
- [P - Repurchase agreements 99 -
13,030 20,336
F 202146 30 H, # As at 30 June 2021, the carrying amount of financial liabilities designated at fair value through
TE N LA FE AR T AR profit or loss was approximately the same as the amount that the Group would be
B 2 G Rl I K T contractually required to pay at maturity to the holders.
AL BT FH B 29 %€ AT
THRA NZ &8 ZE 579
AEK,
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Notes to the Interim Financial Information (continued)

26. Deposits from customers

F 2021 & T 2020 £
6 530H 12H31H
At 30 June At 31 December
2021 2020
WHEAT BEhE T
HK$’'m HK$'m
RIVIAAE 3R S SR AR Demand deposits and current accounts
- NH - Corporate 690,417 227,116
- MA - Personal 91,155 87,940
781,572 315,056
i B AFaX Savings deposits
- NH - Corporate 520,796 500,057
- A - Personal 670,511 649,295
1,191,307 1,149,352
SEWT. R AOE FI AR Time, call and notice deposits
- NH - Corporate 446,977 456,318
- MA - Personal 269,483 269,596
716,460 725,914
2,689,339 2,190,322
27. CRITHRBIES KAESK  27. Debt securities and certificates of deposit in issue
ik
F 2021 4F F 2020 &
6 A30H 12H31H
At 30 June At 31 December
2021 2020
WTEAT WME T
HK$’'m HK$'m
DA AR A T At amortised cost
- fEEIE - Certificates of deposit - 233
- FARfT S IESF - Other debt securities 78 193
78 426
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28. HAKIR K #E%

28. Other accounts and provisions

Notes to the Interim Financial Information (continued)

LAt LA K 750 Other accounts payable

FHBE f o Lease liabilities

TEHRE W 45 AR A Impairment allowances on loan commitments and
P AELVE % financial guarantee contracts
- BB - Stage 1
- BB - Stage 2
- BEWE - Stage 3

29. JBIEBITH 29. Deferred taxation
90 S A T AR A A i 42 1

#1125 TRt it
S LR 7 AR 2 R 5 SR
5 HAEA A % 55 BB
K T B PN 2 I 22
PR IR St 52 44

R R A L S B I
(Bt /i EEHE,
DA K HAE20214F b4 K

F 2021 4¢ T 2020 £
6 530H 12 431 H
At 30 June At 31 December
2021 2020
WHEAT HETE /it
HK$’'m HK$'m
60,667 48,745
1,433 1,683

507 594

68 44

42 20

62,717 51,086

Deferred tax is recognised in respect of the temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in this interim financial information
and unused tax credits in accordance with HKAS 12 “Income Taxes”.

The major components of deferred tax (assets)/liabilities recorded in the balance sheet, and
the movements during the first half of 2021 and the year ended 31 December 2020 are as

follows:

# % 20204E12 A 31 H L4

PEZ AT -

T 20211 H31H
(Hd) / fircdat
® (fHE 15

e/ (BEd) HAb
EoiliE

TE LA HeAt

T 202146 430 H

At 1 January 2021

(Credited)/charged to
income statement (Note
15)

Charged/(credited) to
other comprehensive
income

Exchange difference and
others

At 30 June 2021

JelE LA 202146 5 30 H
Half-year ended 30 June 2021

DsESTIH
G

Accelerated P E WAE A
tax Property T#H  Impairment HAh Mt
depreciation revaluation Losses  allowances Others Total
WHEAL WhHEART WWEART  BHEART  WBHEAT  BHEAD
HK$’m HK$’m HK$’m HK$’m HK$’m HK$’m
793 6,511 (15) (1,152) (454) 5,683
(17) (80) 8 13 (48) (124)
- 57 - - (227) (170)
- - - 2 1 3
776 6,488 (7) (1,137) (728) 5,392
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(4
29. BRI (4R) 29. Deferred taxation (continued)
SAELESIE 2020 4512 A 31 H
Year ended 31 December 2020
i IH
G B
Accelerated Wnlk ik AR HE %
tax Property S Impairment Fth Mt
depreciation revaluation Losses allowances Others Total
WMEGG  WmENG WmEA WmELT BmE AT WM EH 70
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
+2020FE1 H1H At 1 January 2020 752 6,944 - (803) (581) 6,312
fiic / (4¥id) YeZE  Charged/(credited) to
® income statement 41 (141) (15) (349) (48) (512)
(B¥ie) /g A (Credited)/charged to
AR other comprehensive
income - (292) - - 170 (122)
Rt & PLAFEA4E  Release upon disposal of
TS A A T equity instruments at
2R TR ¥4k fair value through other
comprehensive income - - - - (1M Q]
[RIBE [ 5 A ASFE Release upon
BT AT 2 2 redemption of financial
SRR TR liabilities designated at
fair value through profit
or loss - - - - 6 6
2020412 H 31 [1 At 31 December 2020 793 6,511 (15) (1,152) (454) 5,683
7 ¥ 58 BOR )R A A Deferred tax assets and liabilities are offset on an individual entity basis when there is a
T P 5 BLAG A I A 5T i legal right to set off current tax assets against current tax liabilities and when the deferred
Y, 132 RE B I B[R] — taxation relates to the same authority. The following amounts, determined after appropriate
BHLIE, W APEA 3l A offsetting, are shown in the balance sheet:
T8 E L I 77 5 388 4 L I
B HARHCHS « N FITE
RN AR &40, Ot
NIE RN
F 2021 4F +F 2020
6 A30H 12 31H
At 30 June At 31 December
2021 2020
WHEATT wmmE AT
HK$’'m HK$'m
8 SE B 55 Deferred tax assets (106) (95)
I IE LI 471 57 Deferred tax liabilities 5,498 5,778
5,392 5,683
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29. BRI (4R) 29. Deferred taxation (continued)
F 2021 4 T 2020 £
6 H30H 12 431 H
At 30 June At 31 December
2021 2020
WHEAT WEMHE It
HK$’'m HK$'m
BRIERLINEE = G 12 Deferred tax assets to be recovered after more than
SRR ED twelve months (85) (84)
BRI Gl 12 Deferred tax liabilities to be settled after more than
NAESAD twelve months 6,185 6,195
6,100 6,111
F 2021 6 H 30 HX As at 30 June 2021 and 31 December 2020, the Group has no unrecognised deferred tax
2020 £ 12 H 31 H, A% assets in respect of tax losses. All of the amount for the Group has no expiry date under
1 6 A I\ 328 20 Fod I % 7 the current tax legislation in different countries/regions.

RS T H FIEANR [ K
/ X BT BB, A< 4R 1]
A R WU IR .
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Notes to the Interim Financial Information (continued)

30. Share capital

F 2021 £ F 2020 4
6 H30 H 1231 H
At 30 June At 31 December
2021 2020
WHEATT wmmE AT
HK$’'m HK$'m
Issued and fully paid:
43,042,840,858 ordinary shares 43,043 43,043
31. Other equity instruments of the Bank

F 2021 4 T 2020 £
6 H30H 12 A431H
At 30 June At 31 December
2021 2020
WHEAT wmhmE AT
HK$’'m HK$'m

Undated non-cumulative subordinated Additional
Tier 1 capital securities 23,476 23,476

In September 2018, BOCHK issued USD3,000 million undated non-cumulative subordinated
Additional Tier 1 capital securities. The capital securities are perpetual securities in respect of
which there is no fixed redemption date and are not callable within the first 5 years. They have
an initial rate of distribution of 5.90% per annum payable semi-annually which may be
cancelled at the sole discretion of BOCHK. Dividend paid to other equity instrument holders
in the first half of 2021 amounted to HK$688 million (first half of 2020: HK$689 million).
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32. MELEEIEHRER  32. Notes to condensed consolidated cash flow statement

B

(a) ZEBHNERBAHEE

REZ WA

LE A
T 1H e petH
A ME 5 15 R 7%
BRIl

TR 2 ST Bk E

HAED
RGBT AR S

JEENY H i 3 A H 21k
AT MR 2
G M I 2 E)

DA AP 8
ZERR R AR
At &l T B2 225
U FABIK I 2 AE 5
IEFH T 2 A8
FoAh Bt 7= 2 A5
HRAT B A G R LA 2
TP M i 2 5
DA AP 8
Z &R A
B AR
CLRAT RIS S5 B A7 3K
E 2 225
oAU TS 4 2 AR
TCZEAR BN 2 B

BRELHT 2 E DA RN

LB B e
(R
- CURAIE
- EFE
- SR

Operating profit

Depreciation and amortisation

Net charge of impairment allowances

Unwind of discount on impairment allowances
Advances written off net of recoveries

Interest expense on lease liabilities

Change in balances and placements with banks
and other financial institutions with original
maturity over three months

Change in financial assets at fair value through
profit or loss

Change in derivative financial instruments

Change in advances and other accounts

Change in investment in securities

Change in other assets

Change in deposits and balances from banks
and other financial institutions

Change in financial liabilities at fair value
through profit or loss

Change in deposits from customers

Change in debt securities and certificates of
deposit in issue

Change in other accounts and provisions

Effect of changes in exchange rates

Operating cash inflow before taxation
Cash flows from operating activities included
- interest received

- interest paid
- dividend received
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Notes to the Interim Financial Information (continued)

(a) Reconciliation of operating profit to operating cash inflow before taxation

BELHE PR
2021 4¢ 2020 £

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WHEATT HERINEpAPH
HK$’'m HK$'m
15,651 19,309
1,483 1,499
1,185 1,343

(13) 4)

(94) (229)

21 28

(715) (6,858)
10,009 16,916
(7,780) 7,021
(248,410) (98,181)
(76,909) 6,533
(76,811) (31,841)
5,113 2,574
(7,306) (8,348)
499,017 133,762
(348) (116)
11,922 30,997
(541) 2,797
125,474 77,202
18,108 29,321
4,219 11,470

42 39
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Notes to the Interim Financial Information (continued)

32. WELEEVSWEE 32. Notes to condensed consolidated cash flow statement (continued)

B (80

(b) & REFANETH &
ot

VA7 B e R 2139 H
f£ 3 MHMNZAER
AT B A G R LAY
LB P E AT

FERIMIHESMHRZ
% A7 AIE % oAtk
5195 LA
- DAL

VN 2§ ]
B
- UEFFAEE

(b) Analysis of the balances of cash and cash equivalents

Cash and balances and placements with banks
and other financial institutions with original
maturity within three months

Treasury bills, certificates of deposit and other
debt instruments with original maturity within
three months
- financial assets at fair value through profit or

loss

- investment in securities
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F 2021 £ F 2020 4

6 430 H 6 H 30 H
At 30 June At 30 June
2021 2020
WMEAT wmhmE AT
HK$’'m HK$'m
504,702 358,443
12,833 8,248
60,389 19,287
577,924 385,978
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33. EARffR AR 33. Contingent liabilities and commitments
B it SRR T S IR The following is a summary of the contractual amounts of each significant class of contingent
KREARRURZ EE)R liability and commitment and the aggregate credit risk-weighted amount and is prepared with
B SRR 7 T ), reference to the completion instructions for the HKMA return of capital adequacy ratio.

B I B 2 A L B
A5 BT RS 0 AN B A A

BN
F 2021 4¢ F 2020 F
6 530H 12 A31H
At 30 June At 31 December
2021 2020
BREAT WM E T
HK$’'m HK$'m
HEFRENRmA Direct credit substitutes 2,406 2,487
532G R BOR Transaction-related contingencies 32,941 30,215
5% 50 K2 SR 757 Trade-related contingencies 28,162 27,830
ENCE s ubaliipe- St Commitments that are unconditionally cancellable
sz ki without prior notice 472,684 514,326
HAbAH, JEREAH K Other commitments with an original maturity of
-1 FEBRT - up to one year 19,448 20,416
-1 E - over one year 174,712 174,475
730,353 769,749
NSy EE Credit risk-weighted amount 88,965 88,017
13 DR IRV A K 25 = AR A The credit risk-weighted amount is calculated in accordance with the Banking (Capital) Rules.
CHRATIE CHEAD JUNY The amount is dependent upon the status of the counterparty and the maturity characteristics
o MEUE R T2 S %) of each type of contract.
FAHH I RG]
FRARE I o
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34, FAKHE 34. Capital commitments
AL AR T AR o B 45 Bt The Group has the following outstanding capital commitments not provided for in this interim
B 3R % 2 B AR R 4 financial information:
s
F 2021 4 T 2020
6 430 H 12H31H
At 30 June At 31 December
2021 2020
WwhHEAT WME T
HK$’'m HK$'m
CHLHE R 2 LME R IR % Authorised and contracted for but not provided for 238 274
CtHE(HREEY Authorised but not contracted for 173 70
411 344
S N € E N 7SR The above capital commitments mainly relate to commitments to purchase computer
W\ PR RE A R B, DA equipment and software, and to renovate the Group’s premises.
KA Z B FHB TR
Z K,
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35. £EMFAE 35. Operating lease commitments
fERHFEN As lessor
IR 2 2 E T E The Group has contracted with tenants for the following future minimum lease receivables
2y, NIAAERSMELR under non-cancellable operating leases:
WAL ZRRA R &
(9L Eiik
T 2021 4¢ F 2020 4
6H30H 12H31H
At 30 June At 31 December
2021 2020
BHEEAT HEHE AT
HK$’'m HK$'m
Ml e e Properties and equipment
- AN 1R - Not later than one year 500 530
-1E24F - One to two years 280 323
-2E3F - Two to three years 104 106
- 3R 44 - Three to four years 13 14
- 4B 54 - Four to five years 4 10
- 545 - Later than five years - -
901 983
AL UL 28 M 5T SR The Group leases its investment properties under operating lease arrangements, with leases
BT SR AR typically for a period from one to three years. The terms of the leases generally require the
B 1 4EE 34, MLA%K— tenants to pay security deposits and provide for rent adjustments according to the prevailing
M ELR R A RS . T market conditions upon the lease renewal.
SRR, ERMAS TS
PRI T R R 4
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Notes to the Interim Financial Information (continued)

36. Segmental reporting

The Group manages the business mainly from a business segment perspective and over
90% of the Group’s revenues, profits before tax and assets are derived from Hong Kong.
Currently, three operating segments are identified: Personal Banking, Corporate Banking
and Treasury. The classification of the Group’s operating segments is based on customer
segment and product type, which is aligned with the RPC (relationship, product and
channel) management model of the Group.

Both Personal Banking and Corporate Banking provide general banking services including
various deposit products, overdrafts, loans, credit cards, trade related products and other
credit facilities, investment and insurance products, and foreign currency and derivative
products. Personal Banking mainly serves retail customers and small enterprises, while
Corporate Banking mainly deals with corporate customers. Treasury manages the funding
and liquidity, and the interest rate and foreign exchange positions of the Group in addition
to proprietary trades. “Others” mainly represents the Group’s holdings of premises,
investment properties, equity investments, certain interests in associates and joint ventures
and the businesses of the Southeast Asian entities.

Measurement of segment assets, liabilities, income, expenses, results and capital
expenditure is based on the Group’s accounting policies. The segment information includes
items directly attributable to a segment as well as those that can be allocated on a
reasonable basis. Inter-segment funding is charged according to the internal funds transfer
pricing mechanism of the Group, which is primarily based on market rates with the
consideration of specific features of the product.

As the Group derives a majority of revenue from interest and the senior management relies
primarily on net interest income in managing the business, interest income and expense for
all reportable segments are presented on a net basis.
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36. Segmental reporting (continued)

Half-year ended
30 June 2021

Net interest income/(expense)

- External
- Inter-segment

Net fee and commission
income/(expense)
Net trading gain

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

Net gain on other financial
assets

Other operating income

Net operating income
before impairment
allowances

Net charge of impairment
allowances

Net operating income
Operating expenses

Operating profit

Net loss from disposal
offfair value adjustments
on investment properties

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

Share of resullts after tax of
associates and joint
ventures

Profit before taxation

At 30 June 2021

ASSETS

Segment assets

Interests in associates and
joint ventures

LIABILITIES
Segment liabilities

Half-year ended
30 June 2021

Other information

Capital expenditure

Depreciation and
amortisation

Notes to the Interim Financial Information (continued)

MNSYT AT
Personal  Corporate iy 1% Fopth It AR G&
Banking Banking Treasury Others Subtotal Eliminations Consolidated
WEEAR WhEAT WWEAT  BEEAT  BWEAT WHETT WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
2,034 6,139 5,104 880 14,157 - 14,157
1,382 (675) (583) (124) - - -
3,416 5,464 4,521 756 14,157 - 14,157
4,152 2,436 (41) 643 7,190 (199) 6,991
585 728 710 223 2,246 3) 2,243
- - (12) - (12) - (12)
- 6 384 10 400 - 400
24 1 25 945 995 (634) 361
8,177 8,635 5,587 2,577 24,976 (836) 24,140
(67) (346) (11) (761) (1,185) - (1,185)
8,110 8,289 5,576 1,816 23,791 (836) 22,955
(4,503) (1,576) (539) (1,522) (8,140) 836 (7,304)
3,607 6,713 5,037 294 15,651 - 15,651
. - - (20) (20) - (20)
1) - - (21) (22) - (22)
46 - - (6) 40 - 40
3,652 6,713 5,037 247 15,649 - 15,649
554,239 1,164,349 1,783,751 168,671 3,671,010 (22,361) 3,648,649
646 - - 54 700 - 700
554,885 1,164,349 1,783,751 168,725 3,671,710 (22,361) 3,649,349
1,187,177 1,478,853 602,867 95,004 3,363,901 (22,361) 3,341,540
9 - - 477 486 - 486
635 147 54 657 1,493 (10) 1,483
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36. Segmental reporting (continued)

Notes to the Interim Financial Information (continued)

AT A VARAT
Personal Corporate gl HoAth Nt B ZiE
Banking Banking Treasury Others Subtotal Eliminations  Consolidated
WMEG WmEa WA BmEAE BmEAT WEME I WEME I
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Half-year ended
30 June 2020
Net interest income/(expense)
- External 373 8,371 7,205 979 16,928 - 16,928
- Inter-segment 5,375 (1,763) (3,045) (567) - - -
5,748 6,608 4,160 412 16,928 - 16,928
Net fee and commission
income 3,339 1,960 18 517 5,834 (127) 5,707
Net trading gain 465 721 918 219 2,323 - 2,323
Net gain/(loss) on other
financial instruments at fair
value through profit or loss
- - 156 3) 153 - 153
Net gain on other financial
assets - 10 2,496 - 2,506 - 2,506
Other operating income 16 4 21 1,010 1,051 (685) 366
Net operating income
before impairment
allowances 9,568 9,303 7,769 2,155 28,795 (812) 27,983
Net charge of impairment
allowances (630) (561) (84) (68) (1,343) - (1,343)
Net operating income 8,938 8,742 7,685 2,087 27,452 (812) 26,640
Operating expenses (4,609) (1,584) (516) (1,434) (8,143) 812 (7,331)
Operating profit 4,329 7,158 7,169 653 19,309 - 19,309
Net loss from disposal
offfair value adjustments
on investment properties - - - (515) (515) - (515)
Net loss from disposal/
revaluation of properties,
plant and equipment (2) - - (1) (3) - (3)
Share of resullts after tax of
associates and joint
ventures 25 - - - 25 - 25
Profit before taxation 4,352 7,158 7,169 137 18,816 - 18,816
At 31 December 2020
ASSETS
Segment assets 491,213 985,638 1,537,529 156,719 3,171,099 (27,232) 3,143,867
Interests in associates and
joint ventures 603 - - 60 663 - 663
491,816 985,638 1,537,529 156,779 3,171,762 (27,232) 3,144,530
LIABILITIES
Segment liabilities 1,159,255 1,013,145 601,420 101,384 2,875,204 (27,232) 2,847,972
Half-year ended
30 June 2020
Other information
Capital expenditure 3 1 - 646 650 - 650
Depreciation and
amortisation 651 137 51 672 1,511 (12) 1,499
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Notes to the Interim Financial Information (continued)

37.

38.

Assets pledged as security

As at 30 June 2021, the liabilities of the Group amounting to HK$10,888 million (31 December
2020: HK$15,293 million) were secured by assets deposited with central depositories to
facilitate settlement operations. In addition, the liabilities of the Group amounting to
HK$39,448 million (31 December 2020: HK$210 million) were secured by debt securities
related to sale and repurchase arrangements. The amount of assets pledged by the Group to
secure these liabilities was HK$50,388 million (31 December 2020: HK$15,570 million) mainly
included in “Financial assets at fair value through profit or loss” and “Investment in securities”.

Significant related party transactions

The Group is subject to the control of the State Council of the PRC Government through
China Investment Corporation (“CIC”), its wholly-owned subsidiary Central Huijin Investment
Ltd. (“Central Huijin”), and BOC in which Central Huijin has controlling equity interests.

(a) Transactions with the parent companies and the other companies
controlled by the parent companies

General information of the parent companies:

The Group is controlled by BOC. Central Huijin is the controlling entity of BOC, and it
is a wholly-owned subsidiary of CIC which is a wholly state-owned company engaging
in foreign currency investment management.

Central Huijin has controlling equity interests in certain other entities in the PRC.
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38. FEZHFEALA 38. Significant related party transactions (continued)
5 (82)

(a) 58AF EKEAH (a) Transactions with the parent companies and the other companies
i) 2 HoAth A =) controlled by the parent companies (continued)
TS (58
A AAE IEHOIk % The Group enters into banking transactions with these entities in the normal course of
5SSk it AT R AT business which include loans, investment securities and money market transactions.

5552 5, BB
SR BE L IR T

LYo

K4y 5 o EH R A4T The majority of transactions with BOC arise from money market activities. As at 30 June
TR SR E T mH 2021, the related aggregate amounts due from and to BOC were HK$163,105 million
YiGsh. T 2021 4E 6 (31 December 2020: HK$188,780 million) and HK$170,401million (31 December 2020:
H 30 H, REHHK HK$110,389 million) respectively. The aggregate amounts of income and expenses of
WS B A [ ERAT the Group arising from these transactions with BOC for the first half of 2021 were
KT ALy ) HK$760 million (first half of 2020: HK$493 million) and HK$118 million (first half of 2020:
1,631.05 1276 (2020 HK$119 million) respectively.

£12 A 31 H: #m
1,887.80 12.70) K itk i
1,704.01 127t (2020
F£12 A 31 H: #m
1,103.89 12.75). 2021
b2 5 [ RAT
AU 2l 5% 3 2
A PN S s
oy B HET 7.60 12
JG (2020 4 LP4E:

W 4.93 1270 Ktk
M 1.18 147t (2020 4F
AR BT 1.19 12

TG0

+2021 46 A30H, As at 30 June 2021, the related aggregate amounts due from and to subsidiaries of
A A AH 5% YL K 8L BOC were HK$1,541 million (31 December 2020: HK$237 million) and HK$7,112
i B4R AT T A | 3K million (31 December 2020: HK$5,657 million) respectively.

T B4l W T
15.41 {275 (2020 F
12 31 H: #M 2.37
258) Kism 71.12 12
J6 (2020 4F 12 H 31
H: #& M 56.57 1470,

5 [ ARATEE 2 A Other transactions with companies controlled by BOC are not considered material.
F I EHAE KA
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Notes to the Interim Financial Information (continued)

38. Significant related party transactions (continued)

(b) Transactions with government authorities, agencies, affiliates and other
state controlled entities

The Group is subject to the control of the State Council of the PRC Government through
CIC and Central Huijin, which also directly or indirectly controls a significant number of
entities through its government authorities, agencies, affiliates and other state controlled
entities. The Group enters into banking transactions with government authorities,
agencies, affiliates and other state controlled entities in the normal course of business
at commercial terms.

These transactions include, but are not limited to, the following:

- lending, provision of credits and guarantees, and deposit taking;

- inter-bank balance taking and placing;

- sales, purchases, underwriting and redemption of bonds issued by other state
controlled entities;

- rendering of foreign exchange, remittance and investment related services;

- provision of fiduciary activities; and

- purchase of utilities, transport, telecommunication and postage services.
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Notes to the Interim Financial Information (continued)

(c) Summary of transactions entered into during the ordinary course of
business with associates, joint ventures and other related parties

The aggregate income/expenses and balances arising from related party transactions

with associates, joint ventures and other related parties of the Group are summarised

as follows:

Income statement items
Associates and joint ventures
- Other operating expenses

Other related parties
- Fee and commission income

Balance sheet items
Associates and joint ventures
- Deposits from customers
- Other accounts and provisions
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Half-year ended Half-year ended
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BHEAT BEMHE I
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38. FEZHREALA 38. Significant related party transactions (continued)
5 (82

(d) EERBEAR

TEREANRRER
b fE B R s R A
B BeStAEkIH R 4R
SREELEBNLS 2
AL, BFFER A &EZ
BN R AREERIAEIE
AR L IR S el
i 2 N RO AR
PROLGTRR e A5 PR R o
THIA S, AR
A5 AT e H
ER AR 2 EE SR
N A B A R EN L
HEATERZE 5

TR N R B
W

Fri B A A Y] 57 T
A

(d) Key management personnel

Key management personnel are those persons having authority and responsibility for
planning, directing and controlling the activities of the Group, directly or indirectly,
including directors and senior management. The Group accepts deposits from and
grants loans and credit facilities to key management personnel in the ordinary course
of business. During both the current and prior periods, no material transaction was
conducted with key management personnel of the Bank and its holding companies, as
well as parties related to them.

The compensation of key management personnel is detailed as follows:

PELEE PAEGH A

2021 4 2020 4
6 530H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2021 2020
WEHHEAT BME T
HK$’'m HK$'m
Salaries and other short-term employee
benefits 18 20
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RS %EME  Notes to the Interim Financial Information (continued)
(4

39. HERMEM 39. International claims

LR b J5 2 8 R E b The below analysis is prepared with reference to the completion instructions for the HKMA
AT G 2 &8 RER return of international banking statistics. International claims are exposures to counterparties
URIRE S PN TIE i e 7 on which the ultimate risk lies based on the locations of the counterparties after taking into
A% HR 2 5 5 T B 7 dh account the transfer of risk, and represent the sum of cross-border claims in all currencies
TEN RS 5 DASE 5 %) and local claims in foreign currencies. For a claim guaranteed by a party situated in a location
T2 dpe 2 ARG 7 HH B b gk different from the counterparty, the risk will be transferred to the location of the guarantor.
A, HSRAEFERTA Tt For a claim on an overseas branch of a bank whose head office is located in another location,
T 2 B MR AL JL A 2 the risk will be transferred to the location where its head office is located.

AL 2 Tz H 0%
N T AE 3 558 5 6 T P A
HOASTEL, O PR H e s
RN FTEd . iR
JBRAT A AT, HR
Wi et BT 2 48

FELE
ARERAHE K / HX Claims on individual countries/regions, after risk transfer, amounting to 10% or more of the
RO AR5 T3 aggregate international claims of the Group in either period/year end are shown as follows:
K/ AER G E BR AL
10%8Ek PA 2 fSEAdn
T 202146 H30H
At 30 June 2021
RRAT RN
Non-bank private sector
IREUT
SR ARl
HHHH Non-bank RN
84T Official financial Non-financial )=S7s
Banks sector institutions private sector Total
WhEAT WEEATL  WHEART WHE AT WHE AT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
o [ A i Chinese Mainland 361,858 119,692 14,850 120,842 617,242
Hils Hong Kong 25,545 480 38,760 382,810 447,595
HA Japan 8,883 165,374 237 3,358 177,852
S [H United States 10,895 100,279 17,173 15,242 143,589
12020 £ 12 H 31 H
At 31 December 2020
ARAT TN
Non-bank private sector
JERAT
LRI E| Sl
BT Non-bank YNGR ]
AT Official financial ~ Non-financial Bt
Banks sector institutions  private sector Total
WMHE It WMHE I WM E /I WM E TG WM E T
HK$'m HK$'m HK$'m HK$'m HK$'m
o P 3 Chinese Mainland 376,937 130,889 14,873 128,333 651,032
i Hong Kong 6,982 78 36,661 331,717 375,438
HA Japan 5,377 155,963 888 3,735 165,963
EH United States 2,590 135,997 16,574 17,066 172,227
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40. FFHATHIAHRE A 40. Non-bank Mainland exposures

Notes to the Interim Financial Information (continued)

iH

X B HRAT 3 5 X F 1 P HL
A 2% RS AR 2 43 T 5 5
BAE XN S 2 &8 R
L& NP E N |
28 50 S B X I 2031 4y
%5, BIRFAT KPR E

The analysis of non-bank Mainland exposures is based on the categories of non-bank
counterparties and the types of direct exposures with reference to the completion
instructions for the HKMA return of Mainland activities, which includes the Mainland
exposures extended by BOCHK’s Hong Kong office only.

I Hs I F 4k 22 P RS
74
T 20216 H30H
At 30 June 2021
gt Bt
&ER M R
R E Pl z il MR A&
ltems in On-balance Off-balance .= RK&ME
the HKMA sheet sheet Total
return exposure exposure exposure
WHmEAX WWEAx WHEAT
HK$’'m HK$’'m HK$’'m
R B, TPREURFREA Y Central government, central
Mk, HEA R AR government-owned entities and their
Al subsidiaries and joint ventures 1 401,940 43,072 445,012
HOT B, BN Local governments, local government-
Uk FCBf IR A | R owned entities and their subsidiaries
1k and joint ventures 2 70,994 8,388 79,382
rh B 4555 4 B R B 7ESE - PRC nationals residing in Mainland or
WIEMHIPLR . FIRE A other entities incorporated in
F KA B A Mainland and their subsidiaries and
joint ventures 3 146,670 31,846 178,516
AMUFELE FR#—Tih gy Other entities of central government
I AR L not reported in item 1 above 4 30,161 5,102 35,263
AUIELE BRI 7 Other entities of local governments
P ) AL not reported in item 2 above 5 1,084 18 1,102
HhE FERRANE REEE4ME  PRC nationals residing outside
WHEINL, HAFEEAR Mainland or entities incorporated
i outside Mainland where the credit is
granted for use in Mainland 6 77,972 7,862 85,834
HAhAs 55t Fim K&  Other counterparties where the
BRI AEERAT 1 A 3 RO exposures are considered to be
i) non-bank Mainland exposures 7 1,488 2 1,490
it Total 8 730,309 96,290 826,599
VA% 4 5 ) 8 77 B Total assets after provision 9 3,579,692
BErE B RN R % & 3H  On-balance sheet exposures as
o R R 4y b percentage of total assets 10 20.40%
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40. FERTHIAMREZE  40. Non-bank Mainland exposures (continued)
#H(82)

Notes to the Interim Financial Information (continued)

F 2020412 A 31 H
At 31 December 2020

B A B A
SR KHNM LAMY
WETH s 7 AH AR 7 4H
ltems in On-balance  Off-balance XA H
the HKMA sheet sheet Total
return exposure exposure exposure
WmHAG  WBmHEAG BHELT
HK$'m HK$'m HK$'m
R EURF . TPREURFREA Y Central government, central
Mk, HEA R AR government-owned entities and their
Al subsidiaries and joint ventures 1 349,405 36,110 385,515
MO B, BN EA ) Local governments, local government-
Uk FBf IR 2w o ot owned entities and their subsidiaries
el and joint ventures 2 69,104 11,230 80,334
rh B 4555 4 B R B 7ESE - PRC nationals residing in Mainland or
MNP . FIRE A other entities incorporated in
F KA B A Mainland and their subsidiaries and
joint ventures 3 109,921 23,386 133,307
AMUFELE LR #—Tih gy Other entities of central government
A ) AR not reported in item 1 above 4 32,628 4,765 37,393
AUIELE BRI 7 Other entities of local governments
JF P EARATLAL not reported in item 2 above 5 1,002 - 1,002
b E 55 ANE REEEEE4ME - PRC nationals residing outside
WHRIBLR, FCH TN Mainland or entities incorporated
iy outside Mainland where the credit is
granted for use in Mainland 6 83,664 8,477 92,141
HAhAs 55t Fi K& Other counterparties where the
AR A AEERAT I P 1 R exposures are considered to be
it non-bank Mainland exposures 7 1,849 10 1,859
Bt Total 8 647,573 83,978 731,551
FUkAE 5% 4 5 H T 7 A Total assets after provision 9 3,067,224
WRE AR 3 N I X% 7k 48 On-balance sheet exposures as
o B A 4 percentage of total assets 10 21.11%
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RS %EME  Notes to the Interim Financial Information (continued)
(4

4. BEET 41. Event after the balance sheet date
F2021 %7 H9H, A& On 9 July 2021, the Group issued RMB1.5 billion “sustainable and smart living” themed
e BN 150 1Z3£ 011 green bonds, which was listed on The Stock Exchange of Hong Kong Limited, as part of
HORESE R R RATT 15 the Group’s USD15 billion Medium Term Note Programme. The themed green bonds are
NTIES Y -3k denominated in RMB, have a maturity of 2 years due in 2023, and bear a fixed interest rate
BAGE] REgamS, IF of 2.8% per annum payable semi-annually in arrear. The issuance details had been set out
EHBKEG L5 AR in BOCHK’s announcement dated 9 July 2021 and 12 July 2021.

A b SOFMAFEUANRT
THE IR 2 48 12 T 2023
FE, TR 2
% 2.8 JHIFE, RIS
FEFWIRSAT . ARV
ST PR 2021 £ 7
H 9 HJ} 2021 %7 H 12
HRAGRI A,

42, BEEBLSITHENE 42, Compliance with HKAS 34

U5
HZE 2021 4E LAAEIRR R The unaudited interim financial information for the first half of 2021 complies with HKAS 34
2 T I % SRR A “Interim Financial Reporting” issued by the HKICPA.

AW ST A 2 B 2
FHESTHENSE 34 5 [
W55t | 2 ER
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SRR T A ENEM A

AERAT B RZ B0 & 5%
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TR & B AR
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BANK OF CHINA (HONG KONG) LIMITED

Notes to the Interim Financial Information (continued)

43. Statutory accounts

The financial information relating to the year ended 31 December 2020 that is included in
this Interim Report as comparative information does not constitute the Bank’s statutory
annual consolidated financial statements for that year but is derived from those financial
statements. Further information relating to these statutory financial statements required to
be disclosed in accordance with section 436 of the Hong Kong Companies Ordinance is as
follows:

The Bank has delivered the financial statements for the year ended 31 December 2020 to
the Registrar of Companies as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Hong Kong Companies Ordinance.

The Bank’s auditor has reported on those financial statements. The auditor’s report was
unqualified; did not include a reference to any matters to which the auditor drew attention
by way of emphasis without qualifying its report; and did not contain a statement under
sections 406(2), 407(2) or (3) of the Hong Kong Companies Ordinance.
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FAh B Rl Additional Information

1. #& (RITIL (3E) 1. Compliance with the Banking (Disclosure) Rules
D

ARG 2GR & This unaudited Interim Report complies with the applicable requirements set out in the Banking
e CRATIZBI) TR (4R (Disclosure) Rules under the Banking Ordinance.
Il (BEEED By 2R

2. BEWE 2. Regulatory Disclosures

WS B E R AR LSk The Regulatory Disclosures, together with the disclosures in this Interim Report, contained all
LN, CEIIEERM  the disclosures required by the Banking (Disclosure) Rules and Financial Institutions
iz CRATE (HEFE) FmY (Resolution) (Loss-absorbing Capacity Requirements — Banking Sector) Rules issued by the
K (&R e BALHD () HKMA. The Regulatory Disclosures is available under the section “Regulatory Disclosures” on
W B IIE—RIT S M BOCHK'’s website at www.bochk.com.

WY BRI PR . WE

AT R R G T

www.bochk.com ' [ W% 4

Bl —ATE.
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Report on Review of Interim Financial Information

To the Board of Directors of Bank of China (Hong Kong) Limited
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 63 to 180, which comprises the condensed consolidated balance
sheet of Bank of China (Hong Kong) Limited (the “Bank”) and its subsidiaries (together, the “Group”) as at 30 June 2021 and the
condensed consolidated income statement, the condensed consolidated statement of comprehensive income, the condensed
consolidated statement of changes in equity and the condensed consolidated cash flow statement for the six-month period then ended,
and a summary of significant accounting policies and other explanatory notes. The directors of the Bank are responsible for the
preparation and presentation of this interim financial information in accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants. Our responsibility is to express a conclusion
on this interim financial information based on our review and to report our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement and for no other purpose. We do not assume responsibility towards or accept liability to any other person
for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public Accountants. A
review of interim financial information consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with Hong Kong Standards on Auditing and consequently does not enable us to obtain assurance that we would become
aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the interim financial information of the Group
is not prepared, in all material respects, in accordance with Hong Kong Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong, 30 August 2021
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Appendix

Subsidiaries of the Bank

The particulars of subsidiaries are as follows:

ERE /B
R & H#
Place and date of ERITERAE FESFE
B incorporation/ Issued AW Principal
Name operation share capital Interest held activities
FARERR (HBR HIRAF s 565,000,000 #C 100.00% {ZH KRS
BOC Credit Card (International) Limited 1980 9 H9 H HK$565,000,000 Credit card
Hong Kong services
9 September 1980
HEEREIEAR R AR i 200,000,000 #: 7T 66.00% HriE s m
BOC Group Trustee Company Limited 1997 £ 12 A 1 H HK$200,000,000 Investment
Hong Kong holding
1 December 1997
FRER [ bR 5 R B FE A PR A W itk 300,000,000 # 7t 42.24%* (5N
BOCI-Prudential Trustee Limited 1999 410 H 11 H HK$300,000,000 Trustee services
Hong Kong
11 October 1999
T3k G 0 H EARAT =5 iR A 760,518,480 100.00% 4R47Mk45
Bank of China (Malaysia) Berhad 2000 £ 4 3 14 H 3R v AR R Banking business
Malaysia RM760,518,480
14 April 2000
China Bridge (Malaysia) Sdn. Bhd. I sl g P 1,000,000 100.00% 52 F op [E 25 40F
2009 £ 4 24 H TS 75 PR 7 China visa
Malaysia RM1,000,000 application
24 April 2009
FERAT (RED A RA R ZH 10,000,000,000 ZE&k 100.00% #R47:Mk55
Bank of China (Thai) Public Company 2014 £ 4 A1 H Baht10,000,000,000 Banking business
Limited Thailand
1 April 2014
FERAT (BB REARRAF Hs 2 #70 100.00% R AMRE
Bank of China (Hong Kong) Nominees 1985410 H 1 H HK$2 Nominee services
Limited Hong Kong
1 October 1985
FERAT (BB FICHRAR Hs 3,000,000 #57t 100.00% {5+6 A& AR EENRSS
Bank of China (Hong Kong) Trustees 1987 11 A6 H HK$3,000,000 Trustee and
Limited Hong Kong agency
6 November 1987 services
HHELGERS (FFT) BRRAF HE FEIIR AN 100.00% &mhE s ks
BOC Financial Services (Nanning) 201942 A 19 H 60,000,000 #7G Financial
Company Limited** PRC Registered capital operational
19 February 2019 HK$60,000,000 services
AR BRHE GRYID AIRAR™ HE e IRATIN 100.00% PLEFE

BOCHK Information Technology
(Shenzhen) Co., Ltd.**

HERE BRR IS (YD FBR A =]

BOCHK Information Technology Services

(Shenzhen) Co., Ltd.**

1990 4 H 16 H
PRC
16 April 1990

SHE

1993 45 H 26 H
PRC

26 May 1993

184

70,000,000 #7t
Registered capital
HK$70,000,000

40,000,000 # 70
Registered capital
HK$40,000,000

100.00%

Property holding

= BHARMSS
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services
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Appendix (continued)

Subsidiaries of the Bank (continued)

M/ B
SR A
Place and date of BERATRA FEIE
B incorporation/ Issued ¥AEME Principal
Name operation share capital Interest held activities
FAEGRR R RS A IR A i 335,000,000 #70 100.00% 3 53K 1
Po Sang Financial Investment Services 1980 £ 9 H 23 H HK$335,000,000 By
Company Limited Hong Kong Gold trading and
23 September 1980 investment
holding
FAUESE LA IR A A ik 335,000,000 i#7C 100.00% ik SR 5%
Po Sang Securities and Futures Limited 1993 4210 H 19 H HK$335,000,000 Securities and
Hong Kong futures
19 October 1993 brokerage
BrEEIEARA A i 3,000,000 #75 100.00% f5FIR%
Sin Hua Trustee Limited 1978 £ 10 H 27 H HK$3,000,000 Trustee services
Hong Kong
27 October 1978
Billion Express Development Inc. JLRAER S 150 100.00% £z
20142 A 7H Us$1 Investment
British Virgin Islands holding
7 February 2014
Billion Orient Holdings Ltd. PR IR R 1250 100.00% £z
20142 A3 H Us$1 Investment
British Virgin Islands holding
3 February 2014
Elite Bond Investments Ltd. PR IR R 1250 100.00% £z
20142 A 7H Us$1 Investment
British Virgin Islands holding
7 February 2014
Express Capital Enterprise Inc. LB IR RS 150 100.00% £z
20142 H 3 H US$1 Investment
British Virgin Islands holding
3 February 2014
Express Charm Holdings Corp. JeJE R H R 1%50 100.00% L&
20142 A 7H Us$1 Investment
British Virgin Islands holding
7 February 2014
Express Shine Assets Holdings Corp. B IR RS 150 100.00% £z
201441 H 3 H US$1 Investment
British Virgin Islands holding
3 January 2014
Express Talent Investment Ltd. LB IR RS 150 100.00% Fg¥me
201442 13 H US$1 Investment
British Virgin Islands holding
13 February 2014
Gold Medal Capital Inc. BB YR 1370 100.00% FLzcis
201441 H 3 H US$1 Investment
British Virgin Islands holding
3 January 2014
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B (82 Appendix (continued)

KEUTZHBAR (4)  Subsidiaries of the Bank (continued)

A/ B
R H
Place and date of BERATR A EEWH

B incorporation/ Issued FHAEME Principal

Name operation share capital Interest held activities

Gold Tap Enterprises Inc. WIRGER TS 1370 100.00% #@ixk
20142 A 13 H USs$1 Investment
British Virgin Islands holding
13 February 2014

Maxi Success Holdings Ltd. WIRER TS 1370 100.00% ##ik
20142 H7H US$1 Investment
British Virgin Islands holding
7 February 2014

Smart Linkage Holdings Inc. PR IR TS ESH 100.00% 5 2 %
20142 A 13 H US$1 Investment
British Virgin Islands holding
13 February 2014

Smart Union Capital Investments Ltd. SRR Y 1% 100.00% &=
20141 H 3 H US$1 Investment
British Virgin Islands holding
3 January 2014

Success Trend Development Ltd. WIRGE R TS 1370 100.00% ##ixk
20142 A 18 H US$1 Investment
British Virgin Islands holding
18 February 2014

Wise Key Enterprises Corp. JEJR AR R 1% 100.00% &I
20142 A 18 H USs$1 Investment
British Virgin Islands holding

18 February 2014

* v [ R 9 [ GRS FE A PR A ) * BOCI-Prudential Trustee Limited is a subsidiary of a non-wholly-owned subsidiary of the Bank and,
HNEFATIE F— KLV E A accordingly, is accounted for as a subsidiary by virtue of the Bank’s control over it.
AIM R AR, S ARBRATIZ
AT HEHIAL, %A TR A
HRATHI B A 7

* TE o EE A IR SRR A . ** |t is registered as limited liability company in the PRC.

M BN FRAFCT Che Hsing (Nominees) Limited was dissolved on 16 February 2021.
2021 4£ 2 7 16 HIE k.
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Definitions

In this Interim Report, unless the context otherwise requires, the following terms shall have the meanings set out below:

Terms Meanings

“ALCO” the Asset and Liability Management Committee

“AT1” Additional Tier 1

“BOC” Bank of China Limited, a joint stock commercial bank with limited liability established
under the laws of the PRC, the H shares and A shares of which are listed on the Hong
Kong Stock Exchange and the Shanghai Stock Exchange respectively

“BOCHK” or “the Bank” Bank of China (Hong Kong) Limited, a company incorporated under the laws of Hong
Kong and a wholly-owned subsidiary of BOC Hong Kong (Holdings) Limited

“BOCI-Prudential Trustee” BOCI-Prudential Trustee Limited, a company incorporated under the laws of Hong
Kong, in which BOC Group Trustee Company Limited and Prudential Corporation
Holdings Limited hold equity interests of 64% and 36% respectively

“BOC Malaysia” Bank of China (Malaysia) Berhad, a wholly-owned subsidiary of BOCHK

“BOC Thailand” Bank of China (Thai) Public Company Limited, a wholly-owned subsidiary of BOCHK

“Board” or “Board of Directors” the Board of Directors of the Bank

“CE” Chief Executive

“CET?1” Common Equity Tier 1

“CFO” Chief Financial Officer

“CIC” China Investment Corporation

“CRO” Chief Risk Officer

“CVA” Credit Valuation Adjustment

“Central Huijin” Central Huijin Investment Ltd.

“DCE” Deputy Chief Executive

“‘DVA” Debit Valuation Adjustment

“ECL” Expected Credit Loss

“EVE” Economic Value Sensitivity Ratio
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Definitions (continued)

Terms Meanings

“FCC” the Financial Crime Compliance Department
“FIRB” Foundation Internal Ratings-based

“FVOCI” Fair value through other comprehensive income
“FVPL” Fair value through profit or loss

“HKAS” Hong Kong Accounting Standard

“HKFRS” Hong Kong Financial Reporting Standard
“HKICPA” Hong Kong Institute of Certified Public Accountants
“HKMA” Hong Kong Monetary Authority

“Hong Kong” or “Hong Kong SAR”

Hong Kong Special Administrative Region of the PRC

“IBOR reform” Interest Rate Benchmark reform

“ICAAP” Internal Capital Adequacy Assessment Process
“IMM” Internal Models

“T” Information Technology

“LCO” the Legal & Compliance and Operational Risk Management Department
“LCR” Liquidity Coverage Ratio

“mMC” the Management Committee

“MCO” Maximum Cumulative Cash Outflow

“MPF” Mandatory Provident Fund

“N/A” Not applicable

“NII” Net Interest Income Sensitivity Ratio

“NSFR” Net Stable Funding Ratio
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Definitions (continued)

Terms Meanings

“‘oTC” Over-the-counter

“PRC” the People’s Republic of China
“PVBP” Price Value of a Basis Point

“RMB” or “Renminbi”

Renminbi, the lawful currency of the PRC

“RMC” the Risk Committee

“RMD” the Risk Management Department
“RWA” Risk-weighted Assets

“SME” Small and Medium-sized Enterprise
“STC” Standardised (Credit Risk)

“STM” Standardised (Market Risk)

“STO” Standardised (Operational Risk)

“Standard & Poor’s”

Standard & Poor’s Ratings Services

“Stock Exchange” or “Hong Kong
Stock Exchange”

The Stock Exchange of Hong Kong Limited

“the Group” the Bank and its subsidiaries collectively referred as the Group
“‘us” the United States of America
“VaR” Value at Risk
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