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8.6%, kBT TI40.8%, EIM. MM A BAIFRNIYIN3.6%. SAEFER L L N61.8%, B EHFERTHESSNE 5 r.

RTINS S RAMEE
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A 43,043 43,043
Jh e BN A 38,857 38,652
PAA B AR N At 4 TS 5 4 % 7 ik 46 (4,898) 2,357
& 6,265 6,073
BB k% (1,582) (1,001)
FAF R 206,453 193,218
it & 245,095 239,299
ARARAT IR AR o T AS s 4% S0 288,138 282,342

B Z20224F6 H30H , AHAT I AR L o I ARty 6 S AT 6 112,881.3842 70, 8% B4R LI T57.9612 08k2.1%. B3 7= H Al fiti & Tt
0.5%. BLATERRALTH AN A 2T 2l R BF 7t o R LR FON T4, ERRWIHMFRZANER . WEM#% ET13.2%, FEMTH
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2022 4 2021 4
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FaSE RSP EL R I TR A4 1Y
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B rrpr ol g K s BB IR T IX AR ST RE ST, IR b S AT BN, BB R TR [ PR Ae AR, i AR S X kel 469 [ X4
MGk R A PE ] (RCEP) IERAENHERIVE R A RILIE, [FIN, AR S O efil b rI RS AR B RO 55 5 H IS, X
WIFETR SR B ROE IS, XAMEYR [Hp A ] AR Sk O Rty LB, PR PR A R B DS O 55 A Jg s S fit 2 il (k™
AASS, W S SRR . S A, AR ST IR, ITIE A B AT RS, RN IR SR Al 55T 5 BB Bl LA,
PTHERE S IR RE 1. ARHIIE T MG R, R ®AT) . SO RE IS, DN St B oK S HF

b%553 KR,
W% 5 KHIBF TR

Al 7 2022 4F 6 H 30 H SJAELEEE 2021 456 H 30 H
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AN NBRAT 3,079 18.0 3,652 23.3
AP ARAT 5,493 32.0 6,713 42.9
o B 2% 7,573 441 5,037 32.2
Hofh 1,013 5.9 247 1.6
R BT A S0 17,158 100.0 15,649 100.0

TE: FEAN A SR BTRMIE WL R I 55 ORHI I 36,

A NBRIT

T 25 b 5

2022 4F b4, MABUTERBLATEF BT 30.79 1270, %40 HET 5.73 12788k 15.7%, T d T3 55 T Ao gid, B
BB e 3 R A N, A BRIE A v R S MBS IR . RN BT 15.5%, ERR AR MR RBIG K, DK
TERA R R B o 1955 B GO TR 22.2%, FEEZEBMI URRERY M, T8 TR, HIER 24 R EEe 8
SN TRE, DURIH A ss, &M RS HEBN b B AR 1§ iR& UM 1.11 1270, %44 ETHET 0.44 470, FEHT
EHHUNME SRR S5, 51 SR
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FEdE e L, TR ] B A SIS E DhRe M 1 T eSS, RTM % Ak B ke, [ ENVR 5K | 38 I X PR ARl
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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 2022 31 December 2021 30 June 2021
Net operating income before impairment allowances 26,520 23,049 24,140
Operating expenses (7,506) (8,505) (7,304),
Operating profit before impairment allowances 19,014 14,544 16,836
Operating profit after impairment allowances 17,318 13,596 15,651
Profit before taxation 17,158 13,426 15,649
Profit for the period 14,201 11,095 13,136
Profit attributable to equity holders of the Bank 14,123 11,009 13,040

In the first half of 2022, the Group’s net operating income before impairment allowances amounted to HK$26,520 million, an increase
of HK$2,380 million or 9.9% year-on-year. If the funding income or cost of foreign currency swap contracts were included, net interest
income would have recorded year-on-year growth, owing to the Group’s proactive management of assets and liabilities amid rising
market interest rates. However, net fee and commission income dropped year-on-year, mainly due to the severity of the pandemic in
the beginning of the year, weakened investor sentiment in the market and delays in business activities. Net trading gain increased
year-on-year, mainly reflecting changes in the mark-to-market value of certain interest rate instruments caused by market interest
rate movements. Operating expenses increased as the Group enhanced its cost structure and explored the utilisation of internal
resources to meet additional requirements while at the same time ensuring investment in its key businesses and strategic priorities.
Meanwhile, the net charge of impairment allowances increased and a higher net loss was recorded from fair-value adjustments on
investment properties. Profit for the period amounted to HK$14,201 million, a year-on-year increase of HK$1,065 million or 8.1%.
Profit attributable to equity holders was HK$14,123 million, an increase of HK$1,083 million or 8.3% year-on-year.

As compared with the second half of 2021, the Group’s net operating income before impairment allowances increased by HK$3,471
million or 15.1%. This was mainly attributable to an increase in net interest income including the funding income or cost of foreign
currency swap contracts, an increase in net fee and commission income and net trading gain as well as a decrease in operating
expenses, which more than offset the increase in the net charge of impairment allowances. As a result, the Group’s profit for the
period increased by HK$3,106 million or 28.0% 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 2022 31 December 2021 30 June 2021
Interest income 20,041 18,489 18,012
Interest expense (6,618) (4,502) (3,855),
Net interest income 13,423 13,987 14,157
Average interest-earning assets 3,022,609 2,938,133 2,870,642
Net interest spread 0.83% 0.88% 0.96%
Net interest margin 0.90% 0.94% 0.99%
Net interest margin (adjusted)* 1.05% 0.99% 1.02%

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

Net interest income amounted to HK$13,423 million in the first half of 2022. If the funding income or cost of foreign currency swap
contracts* were included, net interest income would have increased by 8.5% year-on-year to HK$15,705 million. This was mainly due
to growth in average interest-earning assets and improvement in net interest margin. Average interest-earning assets expanded by
HK$151,967 million or 5.3% year-on-year. If the funding income or cost of foreign currency swap contracts were included, net interest
margin would have been 1.05%, up 3 basis points year-on-year, as a result of the Group’s efforts to seize market opportunities from
rising market interest rates while proactively managing its assets and liabilities, which resulted in improvement in asset yield and an
increased contribution from net free funds.

Compared with the second half of 2021, the Group’s net interest income would have increased by 7.0% if the funding income or cost
of foreign currency swap contracts were included. This was mainly due to growth in average interest-earning assets and improvement
in net interest margin. Average interest-earning assets expanded by HK$84,476 million or 2.9%. Net interest margin widened by 6
basis points, as market interest rates rebounded from a low level, leading to an increase in the asset yield of advances to customers
and debt securities investments.

# 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
30 June 2022

Half-year ended
31 December 2021

Half-year ended
30 June 2021

Average Average Average  Average Average Average
balance yield balance yield balance yield
ASSETS HK$’'m % HK$'m % HK$'m %
Balances and placements with banks and other
financial institutions 412,094 0.72 381,504 0.83 384,905 0.80
Debt securities investments and other debt
instruments 966,341 1.05 946,681 0.98 864,470 1.01
Advances to customers and other accounts 1,638,084 1.66 1,595,974 1.51 1,603,613 1.52
Other interest-earning assets 6,090 2.64 13,974 0.81 17,654 0.70
Total interest-earning assets 3,022,609 1.34 2,938,133 1.25 2,870,642 1.27
Non interest-earning assets 469,046 - 464,878 - 532,052 -
Total assets 3,491,655 1.16 3,403,011 1.08 3,402,694 1.07
Average Average Average  Average Average Average
balance rate balance rate balance rate
LIABILITIES HK$’'m % HK$'m % HK$'m %
Deposits and balances from banks and other
financial institutions 322,778 0.81 296,285 0.78 203,300 0.44
Current, savings and time deposits 2,256,735 0.46 2,116,871 0.31 2,266,069 0.30
Other interest-bearing liabilities 22,822 1.10 17,259 0.81 15,589 0.62
Total interest-bearing liabilities 2,602,335 0.51 2,430,415 0.37 2,484,958 0.31
Shareholders’ funds* and other non interest-
bearing deposits and liabilities 889,320 - 972,596 - 917,736 -
Total liabilities 3,491,655 0.38 3,403,011 0.26 3,402,694 0.23

* 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 2022 31 December 2021 30 June 2021
Loan commissions 1,771 955 1,795
Securities brokerage 1,388 1,554 2,189
Credit card business 908 1,151 1,001
Insurance 908 878 879
Payment services 360 377 374
Trust and custody services 347 397 380
Funds distribution 299 314 425
Bills commissions 262 302 321
Safe deposit box 149 155 151
Currency exchange 87 61 58|
Others 697 612 613
Fee and commission income 7,176 6,756 8,186
Fee and commission expense (1,185) (1,288) (1,195)
Net fee and commission income 5,991 5,468 6,991

In the first half of 2022, net fee and commission income amounted to HK$5,991 million, down HK$1,000 million or 14.3% year-on-
year. The drop was mainly due to the weakened investor sentiment in the market, which resulted in a decrease in commission income
from securities brokerage and funds distribution of 36.6% and 29.6% respectively. Commission income from bills, credit card business,
trust and custody services, payment services and loans decreased year-on-year owing to delays in business activities and weakening

consumer demand. However, commission income from currency exchange rose by 50.0% year-on-year, mainly attributable to
increased demand for foreign currency banknotes following the gradual easing of travel restrictions for countries in Southeast Asia.
Commission income from insurance also increased. Fee and commission expenses decreased, mainly due to a decrease in securities

brokerage and credit card related expenses as a result of lower business volume.

Compared with the second half of 2021, net fee and commission income increased by HK$523 million or 9.6%, as commission income
from loans, insurance and currency exchange rose. However, commission income from securities brokerage, credit card business,
trust and custody services, bills, payment services and funds distribution decreased. Fee and commission expenses decreased,
mainly due to a decrease in securities brokerage and credit card related expenses as a result of lower business volume.
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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 2022 31 December 2021 30 June 2021
Foreign exchange and foreign exchange products 4,630 2,593 2,083
Interest rate instruments and items under fair value hedge 4,071 (4) (44)
Commodities 182 72 103
Equity and credit derivative instruments 24 28 101
Total net trading gain 8,907 2,689 2,243

In the first half of 2022, the Group’s net trading gain amounted to HK$8,907 million, an increase of HK$6,664 million or 297.1% year-
on-year. If the funding income or cost of foreign currency swap contracts were excluded, net trading gain would have increased by
243.1% year-on-year to HK$6,625 million. This was mainly attributable to the Group recording a net trading gain from interest rate
instruments and items under fair value hedge in the first half, as compared with a net trading loss in the same period last year, which
resulted from changes in the mark-to-market value of certain interest rate instruments caused by market interest rate movements.
Net trading gain from commodities increased, primarily due to a higher gain from bullion transactions. Net trading gain from equity
and credit derivative instruments decreased by HK$77 million year-on-year, with lower income realised from equity-linked products
amid weakened investor sentiment in the market.

Compared with the second half of 2021, net trading gain increased by HK$6,218 million or 231.2%. If the funding income or cost of
foreign currency swap contracts were excluded, net trading gain would have increased by 231.6% from the second half of last year.
This was mainly attributable to changes in the mark-to-market value of certain 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 2022 31 December 2021 30 June 2021

Staff costs 4,394 4,943 4,196
Premises and equipment expenses (excluding depreciation

and amortisation) 576 641 568

Depreciation and amortisation 1,487 1,491 1,483

Other operating expenses 1,049 1,430 1,057

Operating expenses 7,506 8,505 7,304

At 30 June 2022 At 31 December 2021 At 30 June 2021

Staff headcount measured in full-time equivalents 13,738 14,073 14,008,

Operating expenses amounted to HK$7,506 million, an increase of HK$202 million or 2.8% year-on-year. The Group pursued efficient
resource allocation in order to meet its basic operating needs and ensure strategic implementation, while optimising its existing cost
base so as to achieve balanced growth in between expenses and income. At the same time, it actively implemented low-carbon
operational initiatives. It also explored the utilisation of internal resources to meet additional requirements for enhancing cost efficiency.
The cost to income ratio was 28.30%, remaining at a satisfactory level relative to industry peers.

Staff costs increased by 4.7% year-on-year, mainly because of the lower accrual of performance-related remuneration made in the
same period last year.

Premises and equipment expenses were up 1.4%, mainly due to increased investment in information technology.
Depreciation and amortisation increased by 0.3%, mainly due to increased amortisation of intangible assets and higher depreciation
charges on premises, which more than offset the impact of lower depreciation charges on right-of-use assets and information

technology.

Other operating expenses decreased by 0.8%, mainly owing to a decrease in business promotional and communication expenses.
Meanwhile, there was an increase in anti-pandemic supplies, advertising and charitable donation expenses.

Compared with the second half of 2021, operating expenses decreased by HK$999 million or 11.7%. The decrease was mainly due
to lower staff costs and a decrease in business promotion, charitable donation, professional consultation and advertising 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 2022 31 December 2021 30 June 2021

Stage 1 (359) 425 40

Stage 2 (316) (678) (504)

Stage 3 (1,051) (516) (733)
Net charge of impairment allowances on advances and other

accounts (1,726) (769) (1,197)

In the first half of 2022, the Group’s net charge of impairment allowances on advances and other accounts amounted to HK$1,726
million, an increase of HK$529 million or 44.2% year-on-year. Impairment allowances at Stage 1 recorded a net charge of HK$359
million, as compared to a net reversal of HK$40 million in the same period last year. In the first half of 2022, in response to the adverse
effects of the fifth wave of the pandemic on Hong Kong’s economy, ongoing geopolitical risks and rising inflation around the world,
the Group updated the parameter values of its expected credit loss model, which resulted in an increase in the net charge of
impairment allowances. By contrast, those parameter values had improved in the same period last year, driven by the gradual
recovery of the world’s major economies, causing a net reversal of impairment allowances. Impairment allowances at Stage 2
recorded a net charge of HK$316 million, a decrease of HK$188 million year-on-year. The change was mainly attributable to the
higher impairment allowances made in the same period last year, when the Group took into consideration the potential risks arising
from client exposures under the prevailing pandemic relief measures. Impairment allowances at Stage 3 amounted to a net charge
of HK$1,051 million, an increase of HK$318 million year-on-year, owing to new impairment allowances being made in response to
the downgrading of certain corporate advances this year. The annualised credit cost of advances to customers and other accounts
was 0.21%, up 0.06 percentage points from the same period of the previous year. As at 30 June 2022, the Group’s total loan
impairment allowances as a percentage of advances to customers was 0.67%.

Compared with the second half of 2021, the Group’s net charge of impairment allowances on advances and other accounts increased
by HK$957 million or 124.4%, mainly reflecting a higher net charge of impairment allowances arising from the updating of the
parameter values of the expected credit loss model, the downgrading of certain corporate advances and higher loan growth in the
first half of 2022.
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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 2022 At 31 December 2021
HK$’'m, except percentages Amount % of total Amount % of total
Cash and balances and placements with banks and other financial
institutions 435,748 12.7 462,492 134
Hong Kong SAR Government certificates of indebtedness 212,660 6.2 203,810 5.9
Securities investments and other debt instruments’ 924,974 27.0 1,036,223 30.1
Advances and other accounts 1,678,224 49.0 1,596,499 46.4
Fixed assets and investment properties 63,323 1.9 64,093 1.9
Other assets? 109,962 3.2 79,858 2.3
Total assets 3,424,891 100.0 3,442,975 100.0

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 2022, the total assets of the Group amounted to HK$3,424,891 million, a decrease of HK$18,084 million or 0.5% from
the end of last year. Cash and balances and placements with banks and other financial institutions decreased by HK$26,744 million
or 5.8%, mainly due to a decrease in balances with banks. The Group prudently managed its banking book investments, resulting in
a decrease in securities investments and other debt instruments of HK$111,249 million or 10.7%. Advances and other accounts rose
by HK$81,725 million or 5.1%, with advances to customers growing solidly by HK$82,225 million or 5.1%, and trade bills increasing
by HK$878 million or 12.1%.
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Management Discussion and Analysis (continued)

Advances to Customers

At 30 June 2022 At 31 December 2021

HK$’'m, except percentages Amount % of total Amount % of total
Loans for use in Hong Kong 1,135,643 67.6 1,082,510 67.7
Industrial, commercial and financial 623,870 371 582,570 36.4
Individuals 511,773 30.5 499,940 31.3
Trade financing 81,060 4.8 73,611 4.6
Loans for use outside Hong Kong 463,911 27.6 442,268 27.7
Total advances to customers 1,680,614 100.0 1,598,389 100.0

In the first half of 2022, the Group captured opportunities from its three major markets of Hong Kong, the Greater Bay Area and
Southeast Asia while adhering to its customer-centric philosophy of focusing closely on customer needs. It strengthened its support
to local commercial and SME customers in Hong Kong by offering exclusive service solutions and launched financial relief initiatives
to support SMEs. The Group made concerted efforts to develop its mortgage business by optimising the services available on its
Home Expert mobile application and enhancing cooperation with real estate agencies and mortgage intermediaries, with a view to
reinforcing its leading market position in mortgages. It also captured development opportunities from regional synergies by enhancing
collaboration with its Southeast Asian entities and BOC'’s entities in the Greater Bay Area and Asia-Pacific region in order to better
understand the financial demands of key industries and target customers, thus enhancing its cross-border business advantages.
During the period, the Group remained the top mandated arranger in the Hong Kong-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 2022, advances to customers
grew by HK$82,225 million, or 5.1%, to HK$1,680,614 million.

Loans for use in Hong Kong grew by HK$53,133 million or 4.9%.

. Lending to the industrial, commercial and financial sectors increased by HK$41,300 million or 7.1%, reflecting loan growth in
property development and investment, wholesale and retail trade, manufacturing and information technology.

. Lending to individuals increased by HK$11,833 million or 2.4%, mainly driven by growth in residential mortgage loans and

other individual loans.

Trade financing increased by HK$7,449 million or 10.1%. Loans for use outside Hong Kong grew by HK$21,643 million or 4.9%,
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 2022

At 31 December 2021

Advances to customers 1,680,614 1,598,389
Classified or impaired loan ratio 0.46% 0.27%
Total impairment allowances 11,235 9,877
Total impairment allowances as a percentage of advances to customers 0.67% 0.62%
Residential mortgage loans' - delinquency and rescheduled loan ratio? 0.02% 0.01%
Card advances - delinquency ratio? 0.28% 0.23%
Half-year ended Half-year ended

30 June 2022 30 June 2021

Card advances - charge-off ratio® 1.38% 1.58%

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.

In the first half of 2022, several industries faced stiff challenges in light of the volatile COVID-19 pandemic situation, ongoing
geopolitical risks and rising worldwide inflation. 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 2022, the Group’s classified or
impaired loans amounted to HK$7,810 million, an increase of HK$3,489 million from the end of last year, mainly owing to the
downgrading of certain corporate advances. The classified or impaired loan ratio was 0.46%, up 0.19 percentage points from the end
of last year. 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 2022 was 1.38%, down 0.20 percentage points year-on-year.
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Management Discussion and Analysis (continued)

Deposits from Customers

At 30 June 2022 At 31 December 2021
HK$’'m, except percentages Amount % of total Amount % of total
Demand deposits and current accounts 301,860 12.6 330,096 141
Savings deposits 1,185,320 49.2 1,194,434 51.2
Time, call and notice deposits 920,115 38.2 809,832 34.7
Total deposits from customers 2,407,295 100.0 2,334,362 100.0

In the first half of 2022, the Group strengthened cooperation with government authorities, public entities and large corporates, and
enhanced its mid to high-end customer base. At the same time, the Group seized market opportunities from cross-boundary wealth
management, promoted product innovation by launching online applications and green deposits, and actively expanded its e-payment
and e-collection, payroll, cash management, cash pooling and IPO receiving bank services. As at 30 June 2022, total deposits from
customers amounted to HK$2,407,295 million, an increase of HK$72,933 million or 3.1% from the end of the previous year. Demand
deposits and current accounts decreased by 8.6%. Savings deposits decreased by 0.8%. Time, call and notice deposits increased
by 13.6%. The CASA ratio was 61.8%, a decrease of 3.5 percentage points from the end of last year.

Capital and Reserves Attributable to Equity Holders of the Bank

HK$'m At 30 June 2022 At 31 December 2021
Share capital 43,043 43,043
Premises revaluation reserve 38,857 38,652
Reserve for financial assets at fair value through other comprehensive

income (4,898) 2,357
Regulatory reserve 6,265 6,073
Translation reserve (1,582) (1,001)
Retained earnings 206,453 193,218
Reserves 245,095 239,299
Capital and reserves attributable to equity holders of the Bank 288,138 282,342

Capital and reserves attributable to equity holders of the Bank amounted to HK$288,138 million as at 30 June 2022, an increase of
HK$5,796 million or 2.1% from the end of last year. The premises revaluation reserve increased by 0.5%. The reserve for financial
assets at fair value through other comprehensive income recorded a deficit, as compared to a gain at the end of last year, mainly
due to the impact of market interest rate movements. The regulatory reserve increased by 3.2%, mainly driven by growth in advances
to customers. The translation reserve decreased, mainly due to the depreciated carrying value of the Southeast Asian entites’ local
currency net assets caused by the strengthening of the US dollar. Retained earnings rose by 6.8% from the end of last year.
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Capital Ratio
HK$'m, except percentages At 30 June 2022 At 31 December 2021
Consolidated capital after deductions
Common Equity Tier 1 capital 229,606 224,189
Additional Tier 1 capital 23,476 23,476
Tier 1 capital 253,082 247,665
Tier 2 capital 30,185 30,174
Total capital 283,267 277,839
Total risk-weighted assets 1,294,797 1,296,153
Common Equity Tier 1 capital ratio 17.73% 17.30%
Tier 1 capital ratio 19.55% 19.11%
Total capital ratio 21.88% 21.44%

As at 30 June 2022, Common Equity Tier 1 (“CET1”) capital and tier 1 capital had increased by 2.4% and 2.2% respectively from the
end of last year, which was primarily attributable to profits recorded for the first half of 2022. Total capital increased by 2.0% from the
previous year-end. Total risk-weighted assets (“RWAs”) decreased by 0.1% from the end of last year. The CET1 capital ratio was
17.73% and the tier 1 capital ratio was 19.55%, while the total capital ratio stood at 21.88%. The Group properly managed its capital
plan so as to maintain an appropriate capital level for meeting stricter regulatory requirements and supporting sustainable business
development while balancing returns to equity holders.

Liguidity Coverage Ratio and Net Stable Funding Ratio

2022 2021
Average value of liquidity coverage ratio
First quarter 163.65% 134.09%
Second quarter 155.02% 134.20%
Third quarter N/A 134.73%
Fourth quarter N/A 146.70%
2022 2021
Quarter-end value of net stable funding ratio
First quarter 125.22% 124.90%
Second quarter 128.53% 118.50%
Third quarter N/A 125.92%
Fourth quarter N/A 126.96%

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 2022.
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Management Discussion and Analysis (continued)
BUSINESS REVIEW

In the first half of 2022, the Group thoroughly implemented the "2021-2025 Strategic Development Plan of BOCHK Group".
Reinforcing its strategic commitments, the Group stepped up efforts to capture local business opportunities so as to deeply cultivate
the core market of Hong Kong, consolidate its customer base and business foundations, and realise business potential. By capitalising
on opportunities arising from the national strategic policies of the Chinese mainland, the Group vigorously developed its cross-border
business, unleashed its business advantages in the offshore market, participated in the innovative policies of the Guangdong-Hong
Kong-Macao Greater Bay Area, and cultivated new business growth drivers. With the aim of further enhancing its regional service
capabilities and expediting the delivery of products and services, the Group kept up with the pace of RMB internationalisation,
strengthened regional collaborations across Southeast Asia, and seized major development opportunities arising from the enactment
of the Regional Comprehensive Economic Partnership Agreement (“RCEP”). Meanwhile, the Group actively embedded the concepts
of green finance and sustainable development into its business and operations, continuously putting into practice low-carbon and
resource efficiency initiatives in its own operations while also taking advantage of the green finance business opportunities brought
about by carbon neutrality targets, actively promoting its sustainability-linked loan business and providing diversified low-carbon
products and services to meet customers' needs for green transformation. The Group consolidated the core support capacity of its
technological foundations so as to offer an all-round digital banking service, and strengthened the development of its integrated
business platforms and collaborative mechanisms to improve its integrated service capabilities. In addition, it adhered to “bottom-line”
thinking in its risk management and made constant efforts to improve its human resources, culture and operational procedures in
order to provide strong support for the implementation of its strategic plan.

Business Segment Performance
Profit before Taxation by Business Segment

Half-year ended 30 June 2022 Half-year ended 30 June 2021
HK$’'m, except percentages Amount % of total Amount % of total
Personal Banking 3,079 18.0 3,652 23.3
Corporate Banking 5,493 32.0 6,713 42.9
Treasury 7,573 441 5,037 32.2
Others 1,013 5.9 247 1.6
Total profit before taxation 17,158 100.0 15,649 100.0

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$3,079 million in the first half of 2022, a decrease of HK$573 million or 15.7%
year-on-year, mainly due to a decrease in net fee and commission income and an increase in net charge of impairment allowances,
which were partially offset by an increase in net interest income. Net interest income increased by 15.5%, mainly attributable to growth
in the average balance of CASA deposits and loans, coupled with an improvement in the deposit spread. Net fee and commission
income decreased by 22.2%, mainly due to the weakened investor sentiment in the market, which resulted in lower transaction
volumes in the stock market and hence lower commission income from securities brokerage and funds distribution. Commission
income from credit card business decreased owing to weakening consumer demand. Net charge of impairment allowances amounted
to HK$111 million, up HK$44 million year-on-year, mainly due to an increase in impairment allowances caused by an update to the
parameter values of the expected credit loss model.
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Business Operations

Pursuing sustainable development and launching diversified green finance products and services

In line with the market trend towards low-carbon transition, the Group captured opportunities from development of green finance and
enriched its green finance products and services suites so as to promote sustainable development and smart living. In response to
growing market and customer interest in green investment and ESG products, it fully supported the HKSAR Government’s issuance
of retail green bonds and introduced Hong Kong'’s first retail green bond trading platform via mobile banking, ranking first in the market
in terms of both subscription volume and number of customers. The Group pioneered the first Green Personal Loan in Hong Kong.
At an initial stage, it offered preferential loans to customers intending to purchase electric vehicles so as to encourage the adoption
of green transport. It also extended its Green Mortgage Plan to cover first and second-hand purchases of all green buildings accredited
with BEAM Plus Platinum or Gold ratings from both private developers and government-subsidised residential projects. In addition,
the Group become the first Platinum Patron member of the Hong Kong Green Building Council in the banking sector, and stepped up
its efforts to further promote green buildings, low-carbon living and a greener future.

Giving full play to online and offline advantages and committing to its core market in Hong Kong

The Group accelerated its development into a digital bank and utilised innovative technology to enhance its online service capabilities,
thus ensuring continuous and effective business operations. The number of customers using its electronic platforms as at the end of
June 2022 grew as compared to the previous year-end. The Group consolidated the market-leading advantages of its core products,
achieving stable growth in customer deposits, maintaining the top market position in terms of total number of new residential mortgage
loans, and recording year-on-year growth in the number of transactions conducted through its mobile banking platform, particularly
those related to foreign exchange trading, time deposits and transfers which grew satisfactorily. It also maintained its leading market
position in online insurance, due to the wide range of products from life insurance companies available on its platform. It enhanced
its online investment service capabilities with add-on features enabling overall investment portfolio review and secondary bond trading,
with a view to improving customer experience. lts Home Expert mobile application was also optimised through the application of
blockchain technology to property valuations, which was used in 99% of its valuation reports during the period. The average number
of online mortgage applications received per month in the first half of 2022 increased by approximately 7.3 times compared to that of
2021. At the same time, the Group closely monitored changes in the market during the pandemic and continuously supported and
participated in various financial support schemes and relief measures introduced by the HKSAR Government and the HKMA, including
further extending the application deadline of its mortgage principal moratorium plan, which helped to alleviate the cash-flow pressures
of personal customers affected by the pandemic. During the period, BOCHK was awarded Excellent Brand of Property Purchase
Planning and Mortgage Services - Banking Solutions and Excellent Brand of Securities and Investment Banking Services in the Hong
Kong Leaders’ Choice 2022 awards organised by Metro Finance.
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Enhancing value-added services and meeting the comprehensive needs of customers

The Group continued to promote its premium brand and strengthened the range of exclusive products and services offered to its high-
end customers, including placement of USD personal green deposits through e-channels, the brand-new “BOC Private Card” and
an exclusive one-to-one mortgage consultation service for Private Wealth customers, with the aim of better fulfilling their investment,
financial and wealth management needs. As a result, the number of Private Wealth customers at the end of June 2022 recorded
double-digit percentage growth as compared to the previous year-end, further expanding its customer base. Meanwhile, the Group
introduced “Banking TrendyToo”, a new brand targeting the young customer segment, in May 2022. This aims to assist young
customers to meet their financial goals across four dimensions, namely “Chill Banking+”, “Happy Spending+”, “Smart Investing+” and
“Cool Living+”, by offering diversified and 24/7 services alongside easy tips for “Trendy Banking”. More than 10,000 new customers
had been acquired as at the end of June 2022. The Group also launched “BOC Chill Card”, an eco-friendly credit card, offering young
customers with a 10% cash rebate on designated merchant spending, and a 5% cash rebate on mobile payments and online spending
to attract them to participate in green consumption. During the period, BOCHK was named the Most Selected Main Retail Bank in
Hong Kong by The Asian Banker.

The Group's private banking business maintained steady growth. By enhancing its collaboration with other business units and
Southeast Asian entities within the Group, it was able to optimise its service chain by providing high-net-worth clients and family
offices with professional private banking services. The Group integrated green finance and ESG standards into product and service
design, pushing forward high-quality and sustainable development in its private banking business. In addition, it continued to promote
digital transformation so as to enhance its private banking service and trading platform. At the same time, it accelerated process
automation and digitalisation, innovated its service model, and enriched its product range. As at the end of June 2022, the Group’s
private banking assets under management increased by 2.4% from the previous year-end.
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Consolidating cross-border advantages and strengthening the foundations of its RMB business

In response to difficulties encountered by Hong Kong customers who were unable to visit mainland branches in person to handle
bank account issues during the pandemic, the Group introduced helpful measures to remotely update mainland bank account
information and reactivate dormant mainland bank accounts. At the end of June 2022, the cumulative number of GBA Account opened
exceeded 185,000, representing steady growth from the end of last year. The Group enhanced the customer experience of its Bank
of China Cross-Boundary Wealth Management Connect service by continuously expanding the range of products offered and
optimising the related workflows and online service model, with the aggregate number of accounts opened for both Southbound and
Northbound services ranking among the top tier in Hong Kong as at the end of June 2022. To satisfy growing demand for RMB
products and to meet customers’ investment and wealth management needs, the Group leveraged its prominent position in RMB
business by introducing a series of “RMB One” packages featuring comprehensive offers of different RMB products and services
such as securities, funds, life insurance, time deposits and foreign exchange. During the period, BOCHK was once again named Best
Chinese Bank for the Greater Bay Area by Asiamoney, which also recognised it as Best Chinese Bank for the Wealth Management
Connect, and was awarded Excellent Brand of Wealth Management Connect Scheme in the Hong Kong Leaders’ Choice 2022 awards
organised by Metro Finance.
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CORPORATE BANKING

Financial Results

Corporate Banking achieved a profit before tax of HK$5,493 million, a decrease of HK$1,220 million or 18.2% year-on-year, mainly
due to a higher net charge of impairment allowances. Net operating income before impairment allowances increased by 1.3%. Net
interest income was broadly unchanged from the same period last year, as an improvement in the deposit spread was offset by a
narrowing of the loan spread. Net fee and commission income was largely unchanged year-on-year, with commission income from
loans and professional services increasing while commission income from bills as well as trust and custody services decreased. Net
trading gain rose 14.6%, which was mainly attributable to increased currency exchange income from customer transactions. Net
charge of impairment allowances amounted to HK$1,590 million, up HK$1,244 million year-on-year, mainly reflecting the higher net
charge of impairment allowances owing to the downgrading of certain corporate advances and the updating of the parameter values
of the expected credit loss model.

Business Operations

Continuously enhancing integrated service capabilities and advancing green and sustainable development

The Group adhered to its customer-centric business philosophy and continuously promoted the deepening of business transformation
with the aim of meeting customers’ comprehensive demands for professional and integrated services. It actively responded to
changes in the business environment, captured market opportunities and strengthened its support to a number of key projects in
Hong Kong, the Greater Bay Area and Southeast Asia. As a result, the Group remained the top mandated arranger bank in the Hong
Kong-Macao syndicated loan market and underwrote a number of bond issues with significant market influence. It also maintained
the leading market share in IPO main receiving bank business in terms of the number of listings and total funds raised on the Main
Board. The Group further promoted the development of its key businesses including trade financing, payment and settlement as well
as treasury centre services, and continued to maintain its leading position in the cash pooling business. In recognition of its
outstanding and highly professional services, a number of its customer collaborations were commended by professional media groups,
including an overseas treasury centre and global cash pooling project established for a rail transit equipment supplier that was
awarded Best Cash Pooling Solution - Highly Commended by Treasury Management International, and a domestic cash pooling
project in cooperation with a local retail chain enterprise that received the Award for Excellence in Cash Management Solutions from
Ming Pao.
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Cultivating the concept of sustainable development, the Group constantly enriched and refined its green finance products and services
suites, which included green advisory services, green loan arrangement, green time deposits, green bond issuance and green cash
management services for its corporate clients, so as to assist and encourage its customers to establish sustainable business models
and achieve green development goals. As at the end of June 2022, its green and sustainability-linked loan balance increased by 50%
compared to the prior year-end, while the volume of newly underwritten ESG-related bond issuance recorded year-on-year growth of
71% in the first half of 2022. The Group issued “sustainable and smart living” themed green bonds for the second consecutive year,
with a total issue size of HK$2 billion and a two-year tenor. The proceeds were used to finance or refinance eligible low-carbon
infrastructure projects that facilitate the development of industries such as renewable energy and green buildings. BOCHK and S&P
Dow Jones Indices launched the “S&P BOCHK China Hong Kong Greater Bay Area Net Zero 2050 Climate Transition Index”, the
first climate transition index covering listed companies in the Guangdong-Hong Kong-Macao Greater Bay Area, with a view to
encouraging companies in the area to achieve a variety of decarbonisation targets, facilitating their transition to a low-carbon economy,
and providing the investment community with a cost-efficient and diversified investment tool to redirect more capital flows towards
companies with smaller carbon footprints. In recognition of its efforts in promoting sustainable development, BOCHK was awarded
Excellent Brand of Green and Sustainable Corporate Banking Services in the Hong Kong Leaders’ Choice 2022 awards organised
by Metro Finance.

Strengthening financial support for commercial and SME customers and promoting inclusive finance

The Group remained committed to undertaking its corporate social responsibilities and further strengthening financial support for local
commercial and SME customers. It endeavoured to deliver customised financial solutions that pinpoint customer needs through
enhanced sectoral and digital servicing capabilities. In response to the fifth wave of the pandemic in Hong Kong, the Group further
strengthened its financial service initiatives to help SMEs cope with changes in the operating environment and to navigate difficult
times alongside them. This included providing active and continuous support to the credit guarantee products and Special 100% Loan
Guarantee Scheme under the Hong Kong Mortgage Corporation Limited’s SME Financing Guarantee Scheme, as well as the HKMA’s
Pre-approved Principal Payment Holiday Scheme. In order to alleviate SME’s pain points in raising finance and improve customer
experience, the Group also actively engaged in the HKMA’s Commercial Data Interchange project, which enables commercial data
to be used to facilitate credit assessments, and launched the BOCHK Bill Merchant Loan Programme, which makes use of BoC Bill
transaction data in the credit approval process, thus simplifying the loan application process for SMEs and enhancing approval
efficiency. The Group’s ongoing efforts to provide high-quality SME services won wide acclaim and recognition, receiving the Best
SME'’s Partner Award from the Hong Kong General Chamber of Small and Medium Business for the 15th consecutive year.
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Giving full play to synergistic advantages and expediting the development of regional business

The Group deepened its cooperation with BOC’s institutions in the Greater Bay Area and strengthened research and analysis on
policies and planning, in order to better understand the financial demands of key industries and target customers and to achieve
concrete business synergies. Aligning with opportunities arising from policies, the Group proactively supported the development of
innovative technology enterprises based in major regions such as the Guangdong-Hong Kong-Macao Greater Bay Area, the Yangtze
River Delta and the Beijing-Tianjin-Hebei region, by offering them diversified products and services. It also actively captured
opportunities arising from the HKSAR Government’s development plan for the Northern Metropolis area so as to cultivate new
business growth drivers. Seizing opportunities from RMB internationalisation, the Group promoted RMB business under mutual
market access schemes, enriched innovative RMB products and strengthened the application functionality of RMB in large blockchain
trade financing platforms such as “eTradeConnect”, “Contour” and “Effitrade”, thus achieving solid progress in its development of key
customer segments and regional businesses as well as maintaining its leading position in offshore RMB business.

In terms of its Southeast Asian business, the Group adhered to the concept of business integration and seized opportunities arising
from the consolidation of economic and trade partnerships across the Asia-Pacific region following the enactment of RCEP. It
strengthened collaborations with BOC’s entities in the Asia-Pacific region with an emphasis on developing Belt and Road and “Going
Global” projects as well as large corporate customers in the region. It also actively led or participated in regional syndicated projects
in Southeast Asia, with solid progress achieved in Southeast Asian industrial park projects. Committed to realising the concept of
sustainable development, the Group pushed forward the development of green finance in the Southeast Asian region. The Vientiane
Branch successfully launched the first certified green deposits in Laos. Serving as joint lead underwriter and bookrunner, the Manila
Branch assisted in the pricing and issuance of the Government of the Philippines’ US$2.25 billion sovereign bond, which included its
first global ESG bond, priced at US$1 billion. The Group continuously optimised its regional product offering, expanding its intelligent
Global Transaction Banking (“iGTB”) platform to eight Southeast Asian countries in order to support a range of online transactions
including transfers within the same bank, domestic interbank transfers and international remittance services. It also continued to
provide cross-currency payroll services and supported a variety of distinct payment service gateways in the Southeast Asian region,
with a view to providing all-round online services for corporate customers. All of this contributed to significant improvements in the
Group’s regional management capabilities and the competitiveness of its corporate banking business.
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Steadily developing custody and trust business

The Group actively developed new business with financial institution clients and strengthened collaborative marketing efforts with
BOC’s overseas branches to expand its business. As a result, the number of its custodian clients as at the end of June 2022 recorded
a satisfactory growth of 7% compared to the end of last year, with total assets under custody from corporate and institutional clients
amounting to over HK$620 billion. The Group continued to deepen business cooperation with Chinese investment companies on
corporate trust and agency services, fully assisting customers to raise funds from bond markets. It was awarded Bond Connect Top
Custodian for the fifth consecutive year by Bond Connect Company Limited.

BOCI-Prudential Trustee Limited (“BOCI-Prudential Trustee”) made continuous efforts to diversify its income streams and was
successfully appointed as administrator to several ORSO schemes by a number of sizable enterprises. It continued to optimise its
retirement schemes and asset servicing digital platforms, and rolled out an upgraded BOC-Prudential Easy Choice e-Form mobile
application. As at the end of June 2022, MPF assets under its trusteeship amounted to HK$76 billion, continuing to rank among the
top tier in Hong Kong. In respect of its unit trust and fund administration business, BOCI-Prudential Trustee actively assisted the
Group’s major institutional clients in launching a sizable fund; joined hands with an investment manager to establish a private open-
ended fund company; and launched its first non-money market fund, which allows daily dividends accrued to be re-invested into the
sub-fund. It actively explored potential business opportunities from Cross-Boundary Wealth Management Connect and provided
custody and escrow services for Special Purpose Acquisition Companies (“SPAC”). During the period, BOCI-Prudential Trustee
received a number of awards, including seven awards at the 2022 MPF Awards organised by MPF Ratings Limited, Excellent Brand
of MPF Online Platform once again at the Hong Kong Leaders’ Choice Awards 2022 organised by Metro Finance, and multiple awards
for its funds at the Lipper Fund Awards Hong Kong 2022 organised by Refinitiv. It was also named as a "Caring Company" in the
Caring Company Scheme organised by the Hong Kong Council of Social Service.
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TREASURY

Financial Results

Treasury recorded a profit before tax of HK$7,573 million, an increase of HK$2,536 million or 50.3% year-on-year. This was primarily
due to an increase in net trading gain, attributable to changes in the mark-to-market value of certain interest rate instruments caused
by market interest rate movements as well as an increase in net gain from foreign currency swap contracts, which was partially offset
by a net loss on other financial assets and a decrease in net interest income due to higher funding costs.

Business Operations

Continuously enhancing trading capabilities and steadily promoting global markets business

The Group actively seized business development opportunities by closely monitoring market trends, thus achieving stable growth in
its trading business. It continued to push forward digital transformation and technological advancement in its treasury business, with
notable improvements made in its online servicing and transaction processing capabilities, and satisfactory results recorded in client
business. Meanwhile, the Group deepened its management-by-business-unit approach across its Southeast Asian entities. It
constantly enhanced service quality by expanding the range of treasury products offered in the Southeast Asian region and actively
customising product solutions for its clients, thus maintaining satisfactory performance in its regional business. At the same time, the
Group continued to collaborate with BOC entities in the Asia-Pacific region. During the period, it helped BOC Tokyo Branch to launch
the world’s first JPY floating-rate bond referencing the new Tokyo Overnight Average Rate (TONA) benchmark rate, assisted BOC
Singapore Branch in a pricing project for a green fixed-rate bond, and executed foreign exchange swap business transactions with
BOC Tokyo Branch and BOC Sydney Branch.

Expanding the depth and breadth of its cross-border business to reinforce its strong franchise in RMB treasury business
The total clearing volume of the Hong Kong RMB Clearing Bank in the first half of 2022 reached RMB192 frillion, a year-on-year
increase of 7.6%, maintaining strong growth momentum. The Group continuously expedited the innovation and promotion of RMB-
related products and placed emphasis on cultivating the offshore RMB market, with its RMB trading business registering a satisfactory
growth momentum as a result. It leveraged its advantages in regional synergies and tapped the business potential of local clients.
The Ho Chi Minh City Branch completed a sizable USD/CNH exchange and cross-border remittance transaction with its peers in
Vietnam. The Vientiane Branch and Brunei Branch each launched their first RMB trade-related business. The Manila Branch achieved
year-on-year growth of 10.5% in cross-border RMB clearing volume in the first half of 2022, representing a market share of over 83%
in the Philippines market. The Group actively supported the bilateral local currency settlement (“LCS”) agreement between China and
Indonesia, with the Jakarta Branch’s LCS-related trading volume and RMB salary direct remittance business volume ranking first
among local peers. During the period, BOCHK was named as “Excellent Participant” in multiple business areas by CIPS Company
Limited.

Adhering to a solid and risk-aware investment strategy and promoting green finance

The Group continued to take a cautious approach to managing its banking book investments and closely monitored worldwide interest
rate adjustments. It actively responded to market volatility during the interest rate hike cycle and took a pre-emptive approach to
managing risk while seeking fixed-income investment opportunities to enhance returns. At the same time, the Group stepped up its
efforts to promote innovation in green finance. It executed its first green repo transaction, collateralising a non-green USD-
denominated bond with a counterparty and then linking the Hong Kong dollar funds obtained to a green loan that supports sustainable
building projects.
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SOUTHEAST ASIAN BUSINESS

The Group continued to pursue regional integrated development and deepened its management-by-business-unit approach in order
to push forward high-quality development in its Southeast Asian business. Seizing opportunities brought about by the enactment of
RCEP, the Group actively implemented the synergistic mechanism framework of its regional businesses and reinforced multi-level
and cross-departmental business collaborations, with a view to capturing regional business opportunities and developing the
Southeast Asian market, which is the world’s most populous free trade zone that boasts the largest economic trade scale as well as
greatest potential. The year 2022 not only marks the beginning of a comprehensive strategic partnership between China and the
ASEAN, but also signifies the starting point of the world’s progress towards post-pandemic economic recovery. In the first half of the
year, the Group continued to give full play to its synergistic advantages, constantly optimised its product offering in the region and
improved its regional management capabilities and competitiveness. Each of its Southeast Asian entities steadily enhanced its service
quality and efficiency, with the goal of becoming a mainstream foreign bank in its local market.

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

The Group continued to implement its regional management model, enhanced the management of its regional entities, strengthened
integrated regional development and adopted market-by-market strategies in order to enhance its Southeast Asian entities’
proactiveness in business development. It continuously enhanced its regional service capabilities, with BOC Thailand, BOC Malaysia
and the Manila Branch each launching an online RMB salary direct remittance service. It also accelerated digitalisation and efficiency
improvements in its Southeast Asian entities while remaining committed to optimising the online payment experience for local
customers. The Phnom Penh Branch became the first Chinese bank in Cambodia to support cross-border UnionPay QR payment
and launched a cross-border BOCHK personal account opening service. Seizing opportunities arising from the collaborative cross-
border QR code payment system jointly launched by The Bank of Thailand and The Central Bank of Malaysia, BOC Thailand rolled
out its PromptPay 24/7 real-time fund transfer and QR code remittance services and BOC Malaysia introduced its Real-time Retail
Payments Platform (RPP) and the Real-time Financial Process Exchange (FPX) payment service. At the same time, the Group
assisted five peer banks in Southeast Asia to apply for indirect participant qualification in the Cross-border Interbank Payment System
(CIPS), participated in opening RMB accounts for peer banks in the Philippines and Malaysia, and successfully acquired the custodian
business of a local brokerage in Thailand for its Qualified Foreign Institutional Investor (QFII) assets. The Brunei Branch’s cross-
border finance business and cross-border RMB settlement volume recorded significant growth, maintaining the leading position
among its peers in the local market. During the period, the Group completed the relocation and business commencement of the
Central Park Sub-Branch of Jakarta Branch (formerly known as the Melawai Sub-Branch), and proceeded with other branch
relocations as planned. In order to further enhance its Southeast Asian regional operations, it steadily centralised and gradually
accelerated the relocation of its regional operations to the Regional Operation Centre in Nanning, Guangxi.
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The Group’s Southeast Asian entities* recorded steady business growth. As at the end of June 2022, deposits from customers and
advances to customers amounted to HK$67,291 million and HK$54,349 million respectively, up 6.8% and 3.0% from the end of last
year, excluding the impact of foreign exchange rates. Driven by improvement in net interest margin and increase in income from
foreign exchange business, net operating income before impairment allowances stood at HK$1,507 million, an increase of 22.8%
year-on-year, excluding the impact of foreign exchange rates. As at the end of June 2022, the non-performing loan ratio was 2.53%,
up 0.14 percentage points from the end of 2021.

* Referring to the nine Southeast Asian entities of 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 strengthen regional capabilities

The Group continued to strengthen its regional risk management during the pandemic. It adhered to the implementation of the “Three
Lines of Defence” control mechanism and provided professional guidance to its Southeast Asian entities. It closely monitored and
regularly evaluated the impact of the ongoing pandemic on its Southeast Asian entities and their respective markets, and adopted
responsive counter-measures to ensure robust risk management and maintain safe operations. It further strengthened its Southeast
Asian entities’ credit risk management by prudently calibrating their credit schemes, regularly monitoring and optimising the mix and
quality of their credit portfolios, and enhancing ad-hoc risk reviews and non-performing loan evaluation, restructuring, collection and
recovery, so as to ensure stable asset quality and strengthen the synergistic mechanism 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 to ensure their operations were in compliance with local regulatory requirements, and made use of system
and technical upgrades to further strengthen risk management and control capabilities in compliance, anti-money laundering and anti-
fraud.

According to World Bank predictions, most Southeast Asian countries will experience a stronger economic recovery following the
increase in vaccination rates and relaxation of pandemic containment measures. The overall prospects of the Southeast Asian region
remain positive, with numerous development opportunities ahead. The establishment of the Bilateral Comprehensive Strategic
Partnership will create tremendous business opportunities and great potential for China and Southeast Asian countries to collaborate
in different fields, including but not limited to RCEP, infrastructure interconnectivity and the digital economy.
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DIGITAL TRANSFORMATION DEVELOPMENT

In the first half of 2022, the Group continuously improved the core support capacity of its technological foundations, pushed forward
digital transformation and established a robust mechanism to optimise workflows, so as to promote high-quality and sustainable
development. Aligned with its five-year digital transformation plan, the Group upheld its customer-centric philosophy and deepened
digital transformation driven by data, intelligence and ecologies. It facilitated the development of ecological, open and scenario-based
banking services, integrated its products and services, and provided seamless processes. At the same time, the Group refined its
policies and regime related to digitalisation, optimised agile methodologies, deepened technological empowerment, cultivated digital
talents and fostered an innovative culture, thus providing its customers with high-quality digital services and experiences while laying
a solid foundation for its long-term development.

Actively developing open banking and expanding e-payment business

The Group actively promoted open banking services, drew on different customer groups and ecologies to construct innovative
business models, consolidated its open banking ecosystems and accelerated data interconnection, so as to achieve mutual growth
through collaboration. It launched the third phase of Open API applications related to corporate and personal customers to meet the
requirements of different customers, introducing more than 100 Open APIs with a peak daily usage recording a significant year-on-
year growth of 291%. In addition, the Group launched more than 100 corporate APIs for existing corporate customers, covering a
range of services and businesses, including payment, supply chain, enquiry, payment collection, treasury and factoring. As a result,
it achieved a market-leading position in terms of API quantity and was able to enhance the user experience of corporate customers.
It enhanced its financial services reach in the local market through the use of innovative fintech in scenario-based applications,
including its major home purchase and education ecosystems. The Group stepped up its efforts to further promote green buildings
and encourage low-carbon living through educational activities jointly organised with the Hong Kong Green Building Council. Its Home
Expert mobile application has been downloaded around 150,000 times, up 6.1% from the previous year-end, and the number of
instant mortgage applications made through the application during the period reached around 7,000. In respect of its education
ecosystem, the Group enhanced stickiness of users and deepened its business relationships with all stakeholders so as to increase
its market share. During the period, the number of e-payment transactions at universities reached 180,000, and 17 entities and 21
schools were added as cooperating institutions. The Group continuously used innovative technology and aligned with the latest
digitalisation trends in consumer spending and business models to provide customers and merchants with ease and convenience
when making and receiving digital payments, thus contributing to the development of mobile payments in the local market. During the
period, BoC Pay participated as one of the operators of the HKSAR Government’'s Consumption Voucher Scheme (Phase Il) (“CVS”),
offering customers a variety of rebates and promotions while providing integrated payment collection services to BoC Bill merchants,
thus facilitating SMEs’ digital transformation and helping them to capture business opportunities from the CVS. All of the above
contributed to Hong Kong’s economic recovery. During Chinese New Year, the Group optimised its e-LaiSee service, with the total
amount of electronic red packets distributed through mobile banking and BoC Pay increasing by nearly 40% year-on-year. As at the
end of June 2022, the number of BoC Pay users increased by 9% from the end of the prior year, reaching over a million customers
in total. Meanwhile, the Group recorded a year-on-year increase of 9% and 6% in the total transaction volume of BoC Pay and the
total settlement amount of BoC Bill respectively.
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Facilitating the integration of personal and corporate banking services and products through mobile banking

The Group strengthened integration between products and services along the value chain, with the aim of providing its customers
with one-stop product and service solutions. Grasping the integrated needs of corporate customers that underpin its existing products,
it launched an exclusive online loan application service for corporate clients that enables them to submit loan applications by entering
information and uploading documents through online platforms, including iGTB NET and iGTB MOBILE. The Group expanded the
service coverage of its iGTB platform to eight Southeast Asian countries, including Thailand, Malaysia, Vietnam, the Philippines,
Cambodia, Laos, Brunei and Myanmar, and launched more than 70 online products and functions with a view to providing a full range
of digital corporate financial services to local enterprises and corporates with business in the region while also enhancing the
operational efficiency of its regional businesses. To further enhance service experience for its personal customers, it endeavoured to
offer end-to-end services featuring a seamless omnichannel experience. During the period, the Group implemented around 50
functional enhancements to its mobile banking, including new features for trading, registration services and user interface design. In
line with young customers’ preference for digital banking, the Group constantly optimised the mobile banking experience and
introduced various digital wealth planning, investment and insurance services, with the aim of aligning the financial needs and
lifestyles of the younger generation.

Moving towards intelligent operations that drive operational efficiency

The Group accelerated the expansion of intelligent technology applications and further enhanced its Optical Character Recognition
(OCR) technology so as to improve data input and processing efficiency. It stepped up efforts to promote digitalised operations and
incorporated ESG elements into its business processes, including reinforcing paperless green operations. At the same time, the
Group pushed forward the expansion of the Regional Operation Centre in Nanning, Guangxi, so as to achieve a more cost-effective
operating model. It introduced a variety of agile tools, including those related to agile project management, content collaboration and
automation, to improve staff experience and operational efficiency. It also hosted the "BOCHK Challenge 2021-22" with the theme of
"Take the Lead, Drive the Future". Co-organised by the HKMA and Hong Kong Science and Technology Parks Corporation, this
attracted nearly 500 tertiary students and members of start-up companies to participate in groups and explore groundbreaking
business models with the aim of enhancing customers’ digital experiences and improving banks’ operational efficiency.
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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
comprehensive risk and 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 senior management is responsible for the implementation of comprehensive risk management and various types of risk
management. The Chief Executive (“CE”) is responsible for managing the Group’s comprehensive and 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 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.
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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.

The customer credit ratings in the internal model are classified into 27 grades. The lowest (27th) credit grading equates to defaulted
customers while the others are assigned to non-defaulted customers. The quantitative and qualitative criteria considered in
determining significant credit deterioration include:

Quantitative criteria

- Failure to make payments of principal or interest 30 days after the contractual due dates;

- Atthe reporting date, the credit risk is deemed to increase significantly when the remaining lifetime PD rises by more than a certain
range from initial recognition, reflected as drop in credit rating by corresponding level according to the different PD at initial
recognition.

Qualitative criteria
- Significant adverse change in debtor's operations or financial status;
- Customers with sign of credit deterioration are put into watchlist for staging review.

The Group leverages the parameters implemented under Basel |l 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.
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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 core macroeconomic factor in the major countries/regions the Group operates such as Gross Domestic Product growth, and
other key macroeconomic factors such as 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 2022, the probability weight of the Group’s Baseline scenario is higher than
the sum of probability weight of Good and Bad scenarios.

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

Macroeconomic Factor Bad Scenario Baseline Scenario Good Scenario

2022 Hong Kong GDP Growth -5.88% +2.00% +6.77%

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 result in an increase in ECL.
The Group reviews the macroeconomic factors used in the ECL model and the probability weight of economic scenarios on a quarterly
basis according to the established mechanism.

As at 30 June 2022, the ECL will be increased by 4.06% if 5% of the probability weight is shifted from Baseline scenario to Bad
scenario; and will be decreased by 2.36% if 5% of the probability weight is shifted from Baseline scenario to Good scenario.

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 (“ALCO”) 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. Its roles include, but are not limited to, the formulation of management policies, selection of
methodologies, setting of risk indicators and limits, assessment of target balance sheet, monitoring of the compliance with policies
and limits, and submission of 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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Management Discussion and Analysis (continued)

The Group uses scenario analyses and stress tests to assess the banking book interest rate risk that the Group would face under
adverse circumstances. Scenario analyses and stress tests are also used to assess the impact on net interest income 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 (“MCO”) 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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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 2022, 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 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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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 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 I,
ICAAP has been initiated to assess the extra capital needed to cover the material risks not captured or not adequately captured under
Pillar 1, 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 on other financial instruments at fair

value through profit or loss

Net (loss)/gain on other financial instruments

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

CGREH ) CR&H )
(Unaudited) (Unaudited)
JiEGHEE AL A
2022 4¢ 2021 4

6 H30H 6 H 30 [
Half-year ended Half-year ended
B 30 June 30 June
Notes 2022 2021
WHBEAL HERE AT
HK$’'m HK$'m
20,041 18,012
19,671 17,917
370 95
(6,618) (3,855)
5 13,423 14,157
7,176 8,186
(1,185) (1,195)

6 5,991 6,991
7 8,907 2,243
(106) (12)
9 (2,029) 400
10 334 361
26,520 24,140
11 (1,696) (1,185)
24,824 22,955
12 (7,506) (7,304)
17,318 15,651
13 (145) (20)
14 (2) (22)
(13) 40
17,158 15,649
15 (2,957) (2,513)
14,201 13,136
14,123 13,040
78 96
14,201 13,136
16 4,735 4,735

575 £ 183 W M @A M4  The notes on pages 75 to 183 are an integral part of this interim financial information.
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Condensed Consolidated Statement of Comprehensive

Income

(REHI) CR&H )
(Unaudited) (Unaudited)
JLRGEHE B
2022 4¢ 2021 4
6 530H 6 H30H
. Half-year ended Half-year ended
P 30 June 30 June
Notes 2022 2021
BMEAT WHE T
HK$’m HK$'m
Profit for the period 14,201 13,136
Items that will not be reclassified subsequently
to income statement:
Premises:
Revaluation of premises 236 417
Deferred tax (31) (57)
205 360
Equity instruments at fair value through other
comprehensive income:
Change in fair value (303) (79)
Deferred tax 13 (4)
(290) (83)
(85) 277
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HEZESEmRER Condensed Consolidated Statement of Comprehensive

€:3) Income (continued)
CR&HH) CR&HH 11
(Unaudited) (Unaudited)
FELE R PARLEH S
2022 4 2021 &
6 H30H 6 H30H
.. Half-yearended Half-year ended
(L4E8 30 June 30 June
Notes 2022 2021
WMEAT whE AT
HK$’m HK$'m
HGnrE B KB R A Items that may be reclassified subsequently
WiE : to income statement:
DL SPAEAR A T N oA 4> TN Advances and other accounts at fair value
i BT B Ho A T through other comprehensive income:
TFAEHE A AL R R Change in impairment allowances charged
to income statement 11 154 -
PLASPAER AT N oA 4> THI L Debt instruments at fair value through other
ad 2 i 55 T B comprehensive income:
AR, Change in fair value (10,146) (832)
VA UE A A I 2R 22 Change in impairment allowances credited
to income statement 11 (34) 1)
Rl Ab B/ WL [B] 2 %% 15 5 T 4 Release upon disposal/redemption
EKEW R reclassified to income statement 9 1,998 (401)
AR R R RS2 Amortisation of accumulated amount of fair
A EH R R value hedge adjustment reclassified to
income statement (15) 7
166 JE BT Deferred tax 1,190 231
(7,007) (996)
MR Currency translation difference (696) (365)
(7,549) (1,361)
HIABRBLE e kas Other comprehensive income for the
period, net of tax (7,634) (1,084)
A AE RS Total comprehensive income for the period 6,567 12,052
IVAEENIL & Total comprehensive income attributable
to:
AERAT IR AR Equity holders of the Bank 6,489 11,956
B Non-controlling interests 78 96
6,567 12,052

575 % 183 UL M B A I The notes on pages 75 to 183 are an integral part of this interim financial information.
R AR -
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BANK OF CHINA (HONG KONG) LIMITED

Condensed Consolidated Balance Sheet

CRE®TH) (ZHH)
(Unaudited) (Audited)
F 2022 4 F 2021 4
6 H30H 12 4 31H
B At 30 June At 31 December
Notes 2022 2021
WHEAT WHE T
HK$’'m HK$'m
ASSETS
Cash and balances and placements with banks
and other financial institutions 17 435,748 462,492
Financial assets at fair value through profit or
loss 18 40,475 44,902
Derivative financial instruments 19 58,892 33,247
Hong Kong SAR Government certificates of
indebtedness 212,660 203,810
Advances and other accounts 20 1,678,224 1,596,499
Investment in securities 21 884,499 991,321
Interests in associates and joint ventures 674 687
Investment properties 22 18,134 18,363
Properties, plant and equipment 23 45,189 45,730
Current tax assets 15 30
Deferred tax assets 29 222 192
Other assets 24 50,159 45,702
Total assets 3,424,891 3,442,975
LIABILITIES
Hong Kong SAR currency notes in circulation 212,660 203,810
Deposits and balances from banks and other
financial institutions 314,025 485,807
Financial liabilities at fair value through profit or
loss 25 26,463 12,520
Derivative financial instruments 19 35,940 29,697
Deposits from customers 26 2,407,295 2,334,362
Debt securities and certificates of deposit in
issue 27 3,733 2,423
Other accounts and provisions 28 103,732 59,206
Current tax liabilities 4,819 3,414
Deferred tax liabilities 29 4,355 5,631
Total liabilities 3,113,022 3,136,870
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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

CR&H) (ZHH)
(Unaudited) (Audited)
F 2022 & F 2021 4
6 H30H 12H31H
P At 30 June At 31 December
Notes 2022 2021
WHEAT WHE G
HK$’'m HK$'m
30 43,043 43,043
245,095 239,299
288,138 282,342
31 23,476 23,476
255 287
311,869 306,105
3,424,891 3,442,975

The notes on pages 75 to 183 are an integral part of this interim financial information.
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R EL AN AT FNR Condensed Consolidated Statement of Changes in Equity

(REH I
(Unaudited)
AR T AT R AR
Attributable to equity holders of the Bank
%
Reserves
A2
AT HeAl
AT 4 AARAT HoAh
B bR PR T H E[Ziati]
Hfhfik#% Reserve for Other (&
BEA  Premises financial &> WAk FAFE R equity Non- AR
Share revaluation assetsat Regulatory Translation Retained it instruments controlling Total
capital reserve FVOCI reserve* reserve earnings Total of the Bank interests equity
W E I WmE G WHEC WHE G WhEAG WHEc WWmEe BhEe WWmEC WWmE G
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
T20214E1 H1H At 1 January 2021 43,043 38,105 3,733 4,780 (503) 183,634 272,792 23,476 290 296,558
WP R Profit for the period - - - - - 13,040 13,040 - 96 13,136
HoAh AT RS - Other comprehensive
income:
Vi Premises - 360 - - - - 360 - - 360
LA FEZEE S Equity instruments at
il A= THIAL B 2 JB AL fair value through
TH other comprehensive
income - - (83) - - - (83) - - (83)
LA AT Debt instruments at fair
b AT R 2 5% value through other
TH comprehensive
income - - (996) - - - (996) - - (996)
M EER Currency translation
difference - - - - (365) - (365) - - (365)
AT A e A Total comprehensive
income - 360 (1,079) - (365) 13,040 11,956 - 96 12,052
PR E AT A Transfer from retained
earnings - - - 1,885 - (1,885) - - - -
AT HAB AL T EF¥ 45 Dividend paid to other
HE equity instrument
holders - - - - - (688) (688) - - (688)
2 Dividends - - - - - _ N _ (113) (113)
+ 202146 H30 H At30 June 2021 43,043 38,465 2,654 6,665 (868) 194,101 284,060 23,476 273 307,809
Rilakall Profit for the period - - - - - 11,009 11,009 - 86 11,095
FoAt A2 TR 3 - Other comprehensive
income:
i Premises - 187 - - - - 187 - - 187
LA TEAIL  Equity instruments at
fib A= T B 2 AL fair value through
TH other comprehensive
income - - (48) - - - (48) - - (48)
LA i ASL  Debt instruments at fair
fib AT A 2 £ %% value through other
TH comprehensive
income - - (163) - - - (163) - - (163)
s E R Currency translation
difference - - (86) - (133) - (219) - - (219)
AT A ST Total comprehensive
income - 187 (297) - (133) 11,009 10,766 - 86 10,852
AR MATRA Transfer to retained
earnings - - - (592) - 592 - - - -
YA HABBEA T B 54 Dividend paid to other
E-71958 equity instrument
holders - - - - - (690) (690) - - (690)
iz Dividends - - - - - (11,794)  (11,794) - (72)  (11,866)
2021 412 A 31 H At 31 December 2021 43,043 38,652 2,357 6,073 (1,001) 193,218 282,342 23,476 287 306,105
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Condensed Consolidated Statement of Changes in Equity

(&) (continued)
(REHFH)
(Unaudited)
BHETERITRR
Attributable to equity holders of the Bank
&
Reserves
DIAPER
MFEAFAL
LHEREE AGRAT AR
B BB B TE et
Effif#% Reserve for Other Wi
A Premises financial MEME  BEME AR equity Non-  ¥ACH#
Share revaluation assets at Regulatory Translation Retained 3t instruments controlling Total
capital reserve FVOCI reserve* reserve earnings Total of the Bank interests equity
WHEAL WHEAL WHEAL WHEATL WHEATL BTEALT BHEAT BHEAL WBHEAL BREAL
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’m HK$’m HK$’m HK$’m HK$’m
F202241H1H At1January 2022 43,043 38,652 2,357 6,073 (1,001) 193,218 282,342 23,476 287 306,105
Pelepiegll Profit for the period - - - - - 14,123 14,123 . 78 14,201
Hofth A= THISC 25 Other comprehensive
income:
Vil Premises - 205 - - - - 205 - - 205
VIAFEAELE AT Equity instruments at
Aty A= TS 8 2 JAL fair value through
TR other comprehensive
income - - (290) - - - (290) - - (290)
PAAFEAEE NS Advances and other
il 4TI 2 2 DY K accounts at fair value
T FeAh 35 through other
comprehensive
income - - 154 - - - 154 - - 154
VIAFEAEE AT Debt instruments at fair
Al AT i 2 £ 5% value through other
TR comprehensive
income B - (7,007) N N - (7,007) - - (7,007)
T8 S A Currency translation
difference - - (115) - (581) - (696) - - (696)
AT A A Total comprehensive
income - 205 (7,258) - (581) 14,123 6,489 - 78 6,567
[RI 4k B LLAAE 42 {k it Release upon disposal
A A ATz 2 B of equity instruments at
BCLHZ k- fair value through other
comprehensive
income:
k22773 Transfer - - 4 . R (4) R . . R
JEIERLI Deferred tax - - 1) - - - ) - - (1)
AR Current tax - - - - - 1 1 - - 1
etk A A RLR Transfer from retained
earnings - - - 192 - (192) - - - -
YA HARBA T A4 Dividend paid to other
E 958 equity instrument
holders . . - - - (693) (693) - - (6993)
1350 Dividends - - - - - - - - (110) (110)
T2022 46 H 30 H At 30 June 2022 43,043 38,857 (4,898) 6,265 (1,582) 206,453 288,138 23,476 255 311,869
* O RIE I S U 9 SRR *  In accordance with the requirements of the HKMA, the amounts are set aside for general banking risks, including future
HURAE AE AL, 085 R BOR IR oy losses or other unforeseeable risks, in addition to the loan impairment allowances recognised under HKFRS 9.

P J80 M) 2 R A P BT B 2
R LA R R 458 2R B At AS AT T 391 X

(598

275 A 183 T M @ A I 5% The notes on pages 75 to 183 are an integral part of this interim financial information.
BORLZ RS 4Y o
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FHEGEASHER

SENSZ RERE
BRERTAEREZ Gl /RA

ST BRI
ST EHE AR AL
SEVEZIE GRED /RN

BENVFZASHE
WEW. R
AR SR BB TS K

HE BN

WELHHE™
BBt 95 2 e H
RNV S5 2 LETiE

ST HAR AL T B3 H S

SCAF A AL 2 1 B
SRR St

R B b 552 P £ 4

BB RBEHH Gk /8

T 1A HZBl& XS R a5 H

TCFARF B S A R DT H
Al

T 6 5 30 HZAREREFRAEHHE

55 75 % 183 T MHE R A 11 55
FORLZ LS 5 o

Condensed Consolidated Cash Flow Statement

Cash flows from operating activities
Operating cash (outflow)/inflow before
taxation
Hong Kong profits tax paid
Outside Hong Kong profits tax paid

Net cash (outflow)/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 of lease liabilities

Net cash outflow from financing activities

(Decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at 1 January

Effect of exchange rate changes on cash and
cash equivalents

Cash and cash equivalents at 30 June

CR&FH) CREH T
(Unaudited) (Unaudited)
ARG R ARG R
2022 £ 2021 4¢
6 H30H 6 H30H
. Half-year ended Half-year ended
g 30 June 30 June
Notes 2022 2021
whEAT mmE T
HK$’'m HK$'m
32(a) (81,009) 125,474
(1,289) (1,390)
(386) (173)
(82,684) 123,911
(116) (92)
4 6
(2) (6)
(350) (302)
(464) (394)
(693) (688)
(110) (113)
(342) (349)
(1,145) (1,150)
(84,293) 122,367
528,872 455,428
(13,002) 129
32(b) 431,577 577,924

The notes on pages 75 to 183 are an integral part of this interim financial information.
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1. Rk EEAE R FEFESE 1. Basis of preparation and significant accounting policies

@

(b)

Sl

e o £ W i 2 ok 1 5
Bl TR S IEA S
A 2 75 2 11 4534
CREE PSS P

FESTBOR

B T AIUE R FH LR FrEk K 1E
W2, ARG T
Wt 55 BRL BT R ) 2 B4t
B R, WEBE
20214E12 A31 H bz A%
I 4 P55 D 25 ik 3 22 4 1) il
B, I T F A #2021
EZ ARG — IR

BT 20224E1 A 1 BRFFHRIN
SIHERERRAZ 5448
HAESREMETT

KR H20224E1 H 1 HARTF
UER 2 THERE E VCRH T B
TEIT:

. RIEGIH 5 5 (&
1) 2451 2R E
% 5 FIEEHSIE
R (B G
17 1. BT EIE R
KUESIE 5 Bob
B 5 N FTA BT
&I, BEAITH
FAL T 9L bR R 2K
AL 2 1] WS U £ Js 0 A
STHALE R . $E 5]
5519 Bun 7 xi 3L
2 1 4L 4 BT A
Ko 38 51AE R o
FEF ) 5 IR S B
42 ] 2 A 28 28 B0 Y
2T A IR R Y
HIARTERIZ % Bk, DA
FE & DUT R 7 %
e HE o B HZ BT
X A= £ 1 0 55 4k 3R
BAE R

Notes to the Interim Financial Information

(a) Basis of preparation
The unaudited interim financial information has been prepared in accordance with HKAS
34 “Interim Financial Reporting” issued by the HKICPA.

(b) Significant accounting policies
Except for the initial adoption of the below mentioned amendments, the significant
accounting policies adopted and methods of computation used in the preparation of the
unaudited interim financial information are consistent with those adopted and used in the
Group’s annual financial statements for the year ended 31 December 2021 and shall be
read in conjunction with the Group’s Annual Report for 2021.

Amendments that are relevant to the Group and are initially adopted for the
financial year beginning on 1 January 2022

The Group has initially applied the following amendments for the financial year beginning
on 1 January 2022:

* Accounting Guideline 5 (Revised), “Revised Accounting Guideline 5 Merger
Accounting for Common Control Combinations” (“AG 5”). The amendments revise to
reflect a clearer rationale for why the transaction described in paragraph 5 of AG 5 is
not a business combination and why, in practice, those transactions are accounted
for by applying a principle similar to that for a reverse acquisition. New disclosure
requirements for common control combinations are added to paragraph 19 of AG 5.
The accounting for change in non-controlling interests as a result of common control
combination is clarified in the example in AG 5. The terminologies and references in
AG 5 are updated to align with existing Hong Kong Financial Reporting Standards
(“HKFRSs”). The application of the amendments does not have a material impact on
the Group’s financial statements.
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AT 95 SRR Notes to the Interim Financial Information (continued)

(%8)

1. gmib| A FELSIBUR 1. Basis of preparation and significant accounting policies (continued)

(8
(b) EBELBUR (8D (b) Significant accounting policies (continued)
B2 F20224£1 A 1HEHIH Amendments that are relevant to the Group and are initially adopted for the financial
K&HEREH RRAZ 54 year beginning on 1 January 2022 (continued)

HEMRPEIT (5D

. BTN 16 5
(AT [Pl 2344
Rt EBITE g
B ATk | o BT 4%
Rlakioel| e 8/ N N
4 BB B BA P
FEWER BT A B H T E
PRI HH 7™ i 5
BRI, BT IR
T 7 AL PS5 1
BRI PR BERS,
R IR R B IEH
AR ] B R 95 3%
PHZIETLR. ik
WA AN T A
b H Bl TR
I RA 2. AR
77 L 6 T A N
HiuFE e S 2
TR AR
TR BT 2
BERH, (EUEH
TAEE R HAHZAEIT
it 3502 P 91 A e B
i1 e A B A ik
BT AEHPRES AL
WA R H . B
IZIETT 0 A B i 55
B BRI .

HKAS 16 (Amendments), “Property, Plant and Equipment: Proceeds before Intended
Use”. The amendments prohibit an entity from deducting from the cost of an item of
property, plant and equipment any proceeds received from selling items produced
while the entity is preparing the asset for its intended use. It also clarifies that an entity
is ‘testing whether the asset is functioning properly’ when it assesses the technical
and physical performance of the asset. The financial performance of the asset is not
relevant to this assessment. Entities must disclose separately the amounts of
proceeds and costs relating to items produced that are not an output of the entity’s
ordinary activities. The related sales proceeds together with the costs of providing
these items as determined by HKAS 2, should be included in profit or loss. The
amendments are applied retrospectively, but only to items of property, plant and
equipment made available for use on or after the beginning of the earliest period
presented in the financial statements in which the entity first applies the amendments.
The application of the amendments does not have a material impact on the Group’s
financial statements.
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AT 95 SRR Notes to the Interim Financial Information (continued)
(%)

1. gmih| X FEELSTHBUR 1. Basis of preparation and significant accounting policies (continued)
(%2)

(b) EESIBUR (8 (b) Significant accounting policies (continued)
BF2022E1 H1HEHGE Amendments that are relevant to the Group and are initially adopted for the
H&iHEBERRAZEAR financial year beginning on 1 January 2022 (continued)

SEMRMBIT (5

© BN 37 5
(BB FHER—
JBAT BRI RS Lo %48
IS T e PR A
A & 75 74 B 45 A T
W, JEAT AR A
LI JEAT A [F] 0
A K FABIEAT A R
B RRAR M w1
TR R RS AR
AT, AR ET
o [ AL 3™ A AR R
AT UL %2
2= A El ot S E e
KHZAET N CAEAE R
aF, EERKRHEA,
ik BRI E T Y
E AL SRR R
o 2 BA 2 A FE A 4
oy Chms&HD B
REAEE . HEEEA
THEI. RHHZEIT
AR B 5 AR B
EpN-2 P

HKAS 37 (Amendments), “Onerous Contracts — Cost of Fulfilling a Contract”. The
amendments clarify that for the purpose of assessing whether a contract is onerous,
the cost of fulfilling the contract includes both the incremental costs of fulfilling that
contract and an allocation of other costs that relate directly to fulfilling contracts.
Before recognising a separate provision for an onerous contract, the entity recognises
any impairment loss that has occurred on assets used in fulfilling the contract. The
amendments are applied to contracts for which exist at the date when the
amendments are first applied, with the cumulative effect of applying the amendments
to be recognised as an opening balance adjustment to retained earnings or other
component of equity, as appropriate. The comparatives are not restated. The
application of the amendments does not have a material impact on the Group’s
financial statements.
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AT 95 SRR Notes to the Interim Financial Information (continued)
(%)

1. G| &FELSTHBUR 1. Basis of preparation and significant accounting policies (continued)
(%2)

(b) EESIBUR (8 (b) Significant accounting policies (continued)
BF2022E1 H1HEHGE Amendments that are relevant to the Group and are initially adopted for the
H&iHEBERRAZEAR financial year beginning on 1 January 2022 (continued)

SEMRMBIT (5

o HEMERAE ML 3
5 (BB [ 45iRE
MESHEZL RIS A ) 108
TS T &M SR
HENEE 3 50— F
2018 A I 45 1
EWESAELR RS . %
AT INE B W U 55 o5
HENZE 3 SN T —
MRS AT i
B b B 7 B AU
BRI BIAMES, FEH
SR A WS 4541 35 1R U
% 3 5 Rk TR
I S f5E S BRAR B AT
BONS B S E N
5 37 5 A B A
L2 T G B TN A
AESRH 5| F BT SR A
HRIGUAMYE R . Z5
T IRBRA SR B 7= AN oL
FU 2 H A %50
AT TR ATHEYER . #%
WET SV R a2
i CRANTE 2018 4E 6
H AA s I 5% i o
) P R A M AE SR 2 4
BIMET (¥ Al 3 TR
9. NHIZASTT X A4
[ 55 4R R H K
2R

HKFRS 3 (Amendments), “Reference to the Conceptual Framework”. The
amendments update a reference in HKFRS 3 to the Conceptual Framework for
Financial Reporting issued in 2018. The amendments also add to HKFRS 3 an
exception to its requirement for an entity to refer to the Conceptual Framework to
determine what constitutes an asset or a liability. The exception specifies that, for
some types of liabilities and contingent liabilities, an entity applying HKFRS 3 should
instead refer to HKAS 37. The exception has been added to avoid an unintended
consequence of updating the reference to the Conceptual Framework. The
amendments also confirm that contingent assets should not be recognised at the
acquisition date. The amendments are applied prospectively. Earlier application is
permitted if at the same time or earlier an entity also applies all the amendments made
by Amendments to References to the Conceptual Framework in HKFRS Standards,
issued in June 2018. The application of the amendments does not have a material
impact on the Group’s financial statements.
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1. gmih| X FEELSTHBUR 1. Basis of preparation and significant accounting policies (continued)

(8

(c) BFMIFEALBAMRLHE (c) Amendments issued that are relevant to the Group but not yet mandatorily effective

R AR R EE and have not been early adopted by the Group in 2022
A EE AT 20224 HI RSN
ZT
RIER B
BT AR Applicable for financial
Amendments Content years beginning on/after
WS THENGE 1 5 BB iRE m |S T BORIN R 202341 H1H
LEAEE 25 (BB
HKAS 1 and HKFRS Practice Statement 2 |Disclosure of Accounting Policies 1 January 2023
(Amendments)
FESIHENGE 8 5 (21D TR E X 202341 H1H
HKAS 8 (Amendments) Definition of Accounting Estimates 1 January 2023
FHTHENSE 12 5 (2B 5P IAE 57 AL B B3 7 AN B R SR a3 AE A 202341 31 H
HKAS 12 (Amendments) Deferred Tax related to Assets and Liabilities arising from 1 January 2023
a Single Transaction
T o HENISE 28 5 (2011) & gt 5 R B Bk A e
AU SRS HENSE 10 5 (21D I EBIEA
HKAS 28 (2011) and Sale or Contribution of Assets between an Investor and its To be determined
HKFRS 10 (Amendments) Associate or Joint Venture

ERETHFE A, EHS A
H 4120214 2 F LR N
W 25 H 3R 2.1 (b) i

Please refer to Note 2.1(b) of the Group’s Annual Report for 2021 for brief explanations
of the above-mentioned amendments.

(d) EEFBI SRS AN (d) Improvements to HKFRSs

[ 58 36 F i I 55 41 it ) |
(AR L S TN PN
SWNERSEA T ER
BAT . B4 5 BifE 5
AR WAETHE DT I H I
AR RET, BLAZTS
A 59 1R A A o 55 A1 o5 A
IR 2 AT B B B2
o BEEETe 8 X AL ¥ I
FARRBA T

“Improvements to HKFRSs” contains numerous amendments to HKFRSs which the
HKICPA considers not urgent but necessary. It comprises amendments that result in
accounting changes for presentation, recognition or measurement purposes 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.

2. M4 EURRF ZE K4S 2. Critical accounting estimates and judgements in applying accounting
T T A A B policies

AEHFAREW A£G The nature and assumptions related to the Group’s accounting estimates in this reporting
M R, Y S5 A%ERE  period are consistent with those used in the Group’s financial statements for the year ended
%2021 412 H 31 HEIM %4 31 December 2021.

N PTR T — 2
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FHANF S BEIME  Notes to the Interim Financial Information (continued)
(%)

3. SRR EHE 3. Financial risk management

AL N B Fl 55 m v K The Group is exposed to financial risks as a result of engaging in a variety of business activities.
SRR . FESERKKAFE  The principal financial risks are credit risk, market risk (including currency risk and interest rate
fEORRE . TR CRLFE AT risk) and liquidity risk. This note summarises the Group’s exposures to these risks.
TR 28 D Rt 3 Bt

SR o AP A FE A

X R A

BHxRAERHP R, REEE A summary of the Group's objectives, risk management governance structure, policies and
ISR . BUK 5 ¥ & processes for managing and the methods used to measure these risks is set out in Note 4 to
IR LS 7E, BT A% the Financial Statements of the Group’s Annual Report for 2021.

H] 2021 42 FA4R P 54k

FRVE 46

3.1 FRRE 3.1 Credit risk
MR — T 2 T A X Financial instruments are considered to be in default when one or more events that have
R LA AR SR B 4 I a detrimental impact on the estimated future cash flows occurred such as past due for
AR, )G i more than 90 days or the borrower is unlikely to pay in full for the credit obligations to the
90 KU i, EfERA Group.

A RETC VR AW AT AR
HIf51 55, A o< it T HR L

NS T A,

& DU 4 b T Bk Credit-impaired financial instruments are classified as Stage 3 and lifetime expected credit
N =W B T AR AT B losses will be recognised. Evidence that a financial instrument is credit-impaired include
TR UG A B 5 o AR 4R observable data about the following events:

LT AT SR 3 oK vk E 4
T L A DY -

- fEFERH I E K 5 - Significant financial difficulty incurred by the borrower;
R 5

- HIELFEME, BA - Abreach of contract, such as a default or delinquency in principal or interest payment;
JEAT B A I A 4 5
FlE

- EEON B S5 R e - For economic or contractual reasons related to the borrower’s financial difficulty, the
, REHETE R Group has granted to the borrower a concession that it would not otherwise consider;

MR IR R4 T
EEWNGE S L Cl bl

o
- BIUEE SR E RN - Probable that the borrower will become bankrupt or undergo other financial
e =B AT W 45 EL A reorganisation;
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

- The purchase or origination of a financial asset at a deep discount that reflects the
incurred credit losses; or

- Other observable data indicating that there is a measurable decrease in the estimated
future cash flows from such financial instruments.

(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 classified as Stage 3 may not necessarily result in impairment loss where
the advances are fully collateralised.
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3. SRR EET (40)

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 ERRK (&
(A) SRR AR (482

3.1 Credit risk (continued)

(A) Advances and other accounts (continued)

2 Rk A 25 AT 2 5 Gross advances and other accounts before impairment allowances are analysed by
AR S H AR e 100 45 internal credit grade and stage classification as follows:
A BEVF R S B By
Brign R
F 202246 A 30 0
At 30 June 2022
E-E EHrE BB Bt
Stage 1 Stage 2 Stage 3 Total
WHEAT WTEAT WMEAX WWEAT
HK$’'m HK$’'m HK$’'m HK$’'m
B Advances to customers
% Pass 1,643,377 18,520 - 1,661,897
T EIE Special mention 3,953 6,135 - 10,088
REFBLA T Substandard or below - - 7,810 7,810
1,647,330 24,655 7,810 1,679,795
HHER Trade bills
ik Pass 8,142 - - 8,142
WEHE Special mention - - - -
BB T Substandard or below - - - -
8,142 - - 8,142
ST REf SR Advances to banks and
13k other financial
institutions
ik Pass 550 - - 550
B Special mention - - - -
V& ETNN Substandard or below - - - -
550 - - 550
1,656,022 24,655 7,810 1,688,487
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3. SRR EET (40)

31 ERRK (&
(A) SRR AR (482

A%
PR AT 2
BEH A K 5

DA
S AT
SEHRILALIK

3.1 Credit risk (continued)

3. Financial risk management (continued)

(A) Advances and other accounts (continued)

Impairment allowances

Advances and other
accounts at
amortised cost

Advances and other
accounts at fair value
through other
comprehensive
income

F 202246 H30 H

At 30 June 2022
BB BoHR BER Bt
Stage 1 Stage 2 Stage 3 Total
WHBEAT WHH AT WHEATL WBTIEAT
HK$’'m HK$’'m HK$’'m HK$’'m
(5,298) (1,927) (3,857) (11,082)
(154) - - (154)
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 ERRK (&
(A) SRR AR (482

3.1 Credit risk (continued)

(A) Advances and other accounts (continued)

F 202112 A31H
At 31 December 2021

B i 1214 WM B Rt
Stage 1 Stage 2 Stage 3 Total
VL TREWA HEME /T WME T HEME /it
HK$'m HK$'m HK$'m HK$'m
PR Advances to customers
e Pass 1,557,572 25,138 - 1,682,710
TEERIE Special mention 3,039 8,319 - 11,358
WHELLT Substandard or below - - 4,321 4,321
1,560,611 33,457 4,321 1,598,389
REREE Trade bills
Bt Pass 7,264 - - 7,264
TEERIE Special mention - - - -
V& ETN Substandard or below - - - -
7,264 - - 7,264
BT RHAE RN Advances to banks and
Rk other financial
institutions
G Pass 727 - - 727
T RIE Special mention - - - -
RFBLLLT Substandard or below - - - -
727 - - 727
1,568,602 33,457 4,321 1,606,380
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FHI SR RIHE  Notes to the Interim Financial Information (continued)
(82
3. ERINEERE (8 3. Financial risk management (continued)

31 FRRAK (&) 3.1 Credit risk (continued)
(A) TR R FAET (42 (A) Advances and other accounts (continued)
F 2021412 A 31H
At 31 December 2021
E V192 E a1 =B pusy
Stage 1 Stage 2 Stage 3 Total
whmE AT whE AT whE AT whE AT
HK$'m HK$'m HK$'m HK$'m
WA Impairment allowances
LR AR Advances and other
SR Ho A K 35 accounts at
o amortised cost (4,843) (2,406) (2,632) (9,881)
PLAPEAR TN Advances and other
HoAh Ak 25> accounts at fair value
£S5 R FA K I through other
b comprehensive
income - - - -
F202246 H30H, As at 30 June 2022, advances and other accounts by internal credit grade and stage

DY S FAh K T 4% classification did not include advances and other accounts mandatorily classified at fair value
HAE PP B AN through profit or loss.

(e sy S VN

PN Z

DK S FABIK T

F202246 H30H, As at 30 June 2022, impairment allowance of advances and other accounts at fair value
PLA S AT N HL through other comprehensive income amounted to HK$154 million (31 December 2021: Nil)
fl 4T 2t 2 B & and was credited to other comprehensive income.
HC A i T A 9% A 7 A%
ST 1.54 1470 K B
i b 4 ok A
(2021 & 12 A 31
H: T,
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3. ERINEERE (8 3. Financial risk management (continued)

31 FRRAK (&) 3.1 Credit risk (continued)

(A) TR B FAKI (52

BEH S FARIK I 98
H RGBSR
WF:

WS
F2022%F1H1H
BB
SR
EEE MR

W BUEE R A 2 A5
A4k 0
4k e D)

s

W4z [ 4 350
IC S A% Hoth

1202246 H30H

e ai & (i 11D

(A) Advances and other accounts (continued)

Reconciliation of impairment allowances for advances and other accounts is as
follows:

PR T 2022426 H 30 H
Half-year ended 30 June 2022

E—HER BoHE BEME St
Stage 1 Stage 2 Stage 3 Total
wHEARX WTWEARX BHEART  WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m
Impairment allowances
At 1 January 2022 4,843 2,406 2,632 9,881
Transfer to Stage 1 303 (302) (1) -
Transfer to Stage 2 (31) 38 (7) -
Transfer to Stage 3 (1) (501) 502 -
Changes arising from
transfer of stage (269) 149 1,033 913
Charge for the period) 1,904 477 200 2,581
Reversal for the
period (i) (1,430) (310) (182) (1,922)
Write-offs - - (299) (299)
Recoveries - - 37 37
Exchange difference
and others (21) (30) (58) (109)
At 30 June 2022 5,298 1,927 3,857 11,082
Charged to income
statement (Note 11) 1,572

86



@ ¥ B 4 £ (mm) A mAT

BANK OF CHINA (HONG KONG) LIMITED

HR A 5 BB BRI

(%8)

3. SRR EET (40)

3.1

fERRE (52)
(A) TR B FAKI (52

AR
FT2021F11H

L 12
A BB
HEE =M
W B 2 A8 )

A0
e ol
BB 2
Jih

Yl
IR

T 202141231 H

(i) AW/ FREBE
WA KK
A i B e A B R
W WS
S GHE o

(i) AH / 38 m A HE
WEkiE R REA
Wy B s 40 A7 & 4y
. RS SRR
2SR

3.1 Credit risk (continued)

Impairment allowances
At 1 January 2021

Transfer to Stage 1
Transfer to Stage 2
Transfer to Stage 3
Changes arising from
transfer of stage

Charge for the year()
Reversal for the year(“)
Changes in models
Write-offs

Recoveries

Exchange difference
and others

At 31 December 2021

3. Financial risk management (continued)

(A) Advances and other accounts (continued)

ARG 20214212 A 31 H
Year ended 31 December 2021

Notes to the Interim Financial Information (continued)

B 1 =B Bt
Stage 1 Stage 2 Stage 3 Total
whmEkT EhmEAx EWmEAT e nTEps b
HK$'m HK$'m HK$'m HK$'m
5,405 1,115 2,652 9,172
105 (103) (2) -
(226) 242 (16) -
(14) (13) 27 -

(82) 1,062 963 1,943
2,590 682 703 3,975
(2,912) (473) (375) (3,760)
5 (65) (42) (102)

- - (1,247) (1,247)

- - 90 90

(28) (41) (121) (190)
4,843 2,406 2,632 9,881

(i) Charge for the period/year comprises the impairment losses attributable to new

loans, remaining loans without stage transfers, and changes to risk parameters,

etc.

(i) Reversal for the period/year comprises reversal of impairment losses attributable
to loan repaid, remaining loans without stage transfers, and changes to risk

parameters, etc.
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RS- %EIHE  Notes to the Interim Financial Information (continued)
(8)

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

3.1 EHERAR (&) 3.1 Credit risk (continued)
(A) SRR HAMEI (4 (A) Advances and other accounts (continued)
(a) FRESTK (a) Impaired advances
WAL 2 & AR Impaired advances to customers are analysed as follows:
SIHTIN T
T 2022426 A 30 B F 2021412 A 31 H
At 30 June 2022 At 31 December 2021
e B i A A
WE A
V% Classified or i  Classified or
Impaired impaired Impaired impaired
WhmEAxL BWEAK WHOAx WME T
HK$’'m HK$’'m HK$'m HK$'m
-9l & EsY.I1 Gross advances
to customers 7,810 7,810 4,321 4,321
d SRR Percentage of
o gross advances
to customers 0.46% 0.46% 0.27% 0.27%
it R SR AE Impairment
ZIRAEAE R allowances
made in respect
of such advances 3,857 3,857 2,632 2,632
5 € 4 2K B Classified or impaired advances to customers represent advances which are either
PG TR classified as “substandard”, “doubtful” or “loss” under the Group’s classification of
5 A% 82 B B R R loan quality, or classified as Stage 3.
BARMIRGE ]
[ R 1l 541
=izl
TRAEME % T HE The impairment allowances were made after taking into account the value of
bR SRR Z AR collateral in respect of the credit-impaired advances.
i A .
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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 2022 4 T 2021 4
6 530H 124 31H
At 30 June At 31 December
2022 2021
WHEAT HEHH LT
HK$’'m HK$'m
Current market value of collateral
held against the covered portion
of impaired advances to
customers 4,324 2,260
Covered portion of impaired
advances to customers
2,181 1,062
Uncovered portion of impaired
advances to customers
5,629 3,259

As at 30 June 2022, there were no impaired trade bills and advances to banks

and other financial institutions (31 December 2021: Nil).
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RS %EIHE  Notes to the Interim Financial Information (continued)
(%)
3. ERINEERE (8 3. Financial risk management (continued)

3.1 SRR (8 3.1 Credit risk (continued)
(A) FEERRFAET (82 (A) Advances and other accounts (continued)
(b) T 3 MH (b) Advances overdue for more than three months
Z 5K
B 3 NMHAZ The gross amount of advances overdue for more than three months is analysed as
DR B 4 B follows:
e
F 202246 A 30 0 F 2021412 A 31 H
At 30 June 2022 At 31 December 2021
SE-Ialnd dst.i] % R R
B Aoyt
% of gross % of gross
& advances to ] advances to
Amount customers Amount customers
WMEAT A REDA
HK$’'m HK$'m
&R A, Gross advances to
CL i A - customers which
have been
overdue for:
- i 3ANAE - six months or
At 6 1 less but over
H three months 359 0.02% 245 0.02%
- it e AMNAE - one year or
AT 1 less but over
six months 300 0.02% 1,291 0.08%
S ihu R - over one year 2,412 0.14% 1,488 0.09%
I 3NN HZ Advances overdue
i for over three
months 3,071 0.18% 3,024 0.19%
RS RAE R 2 Impairment
IR AEAER allowances made
in respect of such
advances
- BB - Stage 3 1,997 1,907
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)
3. ERINEERE (8 3. Financial risk management (continued)

3.1 SRR (8 3.1 Credit risk (continued)
(A) TR R FAET (42 (A) Advances and other accounts (continued)
(b) AT 3 MH (b) Advances overdue for more than three months (continued)
ZHER (8
F 2022 4¢ F 2021 &
6 430 H 12 H31H
At 30 June At 31 December
2022 2021
WBTEAT wHE AT
HK$’'m HK$'m
Tt R R Current market value of collateral held
wmE R against the covered portion of such
A st T A advances to customers 1,092 1,196
IR R L 7 o Covered portion of such advances to
2R customers 768 814
IR AR R Uncovered portion of such advances to
BB customers 2,303 2,210
36 A OF S BURE BF Collateral held against overdue or impaired loans is principally represented by
AR A charges over business assets such as commercial, residential premises and aircraft
ELPACIECS=IRETN for corporate loans and mortgages over residential properties for personal loans.
RO B a0 i
b fEEMET L
s AN P T
THEEIZEY
NI’8
T 202246 A 30 As at 30 June 2022, there were no trade bills and advances to banks and other
H, %A a3 financial institutions overdue for more than three months (31 December 2021: Nil).
ANHZ R 5 YRR
HRAT Je HoAth 4 B AL
FIBEE (2021 4 12
H31H: 1 .
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)
3. ERINEERE (8 3. Financial risk management (continued)

31 FRRAK (&) 3.1 Credit risk (continued)
(A) BB FARMI (52 (A) Advances and other accounts (continued)
(c) EEARK (c) Rescheduled advances
F 202246 H30H F2021 %12 A 31 H
At 30 June 2022 At 31 December 2021
H2 P R LR IRl OuX
Bl A4t
% of gross % of gross
&8 advances to Il advances to
Amount customers Amount customers
WMEAK wmhmE AT
HK$’'m HK$'m
ZHEMAK T IETRE Rescheduled
QR AR advances to
T [ 3 customers net of
ANHZ 58] & amounts included
75 in “Advances
overdue for more
than three
months” 157 0.01% 216 0.01%
25 B 20 BV B4R A Rescheduled advances are those advances that have been restructured and
NSRRI renegotiated between the bank and borrowers because of deterioration in the
BTG V4 R 8 3 K financial position of the borrower or the inability of the borrower to meet the original
AR LR, ARAT repayment schedule, and the revised repayment terms, either of interest or the
S5H&RNEH I E repayment period, are “non-commercial’ to the Group. Rescheduled advances,
MR =2 Y which have been overdue for more than three months under the revised repayment
&, HBITERIA XK terms, are included in “Advances overdue for more than three months”.

F B BE R 1 45 i
AR A0 AR T
BT TAERDEE] .
AT R TR R 2
28 A0 DY K 0 A7 i
W 34 A, e
FEAE [k 3 4
Rz B3] W
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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)

(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

BE R AT

based on the categories with reference to the completion instructions for the

A4 353 Wt HKMA return of loans and advances.
HAT 5y 2K TS
Z R R
V& i
Jo R 2R B R
EEZNIE LR
F202256 A30H
At 30 June 2022
AT IR WS -
HAhigsmE E—ME_—
FEZEAH TSR WAEHEE - MrB
EPRH BB % covered BRIRE FE=KB  Impairment
Gross by collateral Classified Impairment  allowances -
advances to or other or @ allowances - Stages 1
customers security impaired Overdue Stage 3 and 2
WHEAT WHEAT WHEAT WHELT WHH AL
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
FEA I DB Loans for use in Hong Kong
RSN Industrial, commercial and
financial
- MLk - Property development 184,971 25.39% 956 - 432 927
- AR - Property investment 85,751 59.06% 813 59 1 239
- Rl - Financial concerns 24,770 0.80% - - - 39
- REaA - Stockbrokers 1,919 91.80% . - . 1
- SRR - Wholesale and retail trade 31,055 44.94% 232 355 113 249
- il - Manufacturing 46,713 8.32% 29 40 22 230
- ik PR - Transport and transport
equipment 62,610 18.69% 70 1 1" 398
- PRIRIEE) - Recreational activities 169 94.28% - 4 . -
- TR - Information technology 33,944 0.27% 33 33 20 80
- Fift - Others 151,968 42.10% 38 244 29 380
A Individuals
- WEREE AR - Loans for the purchase of
BN SRS R flats in Home Ownership
R KA B IR TR Scheme, Private Sector
PEFZ 5K Participation Scheme
and Tenants Purchase
Scheme 35,325 99.58% 34 215 - 22
- WA E 2 - Loans for purchase of
BT other residential
properties 357,494 99.92% 184 1,179 1 170
- fEHRDER - Credit card advances 10,439 - 85 374 49 162
- Hdh - Others 108,515 95.69% 143 784 67 192
TEAUS I 2 DS Total loans for use in Hong
Kong 1,135,643 60.72% 2,617 3,288 745 3,089
R O Trade financing 81,060 14.17% 325 353 242 212
TEFFHE LM Z BEk Loans for use outside Hong
Kong 463,911 4.60% 4,868 2,923 2,870 3,923
EaRkh ¢ eyl Gross advances to customers 1,680,614 42.98% 7,810 6,564 3,857 7,224
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31 BERRK (8
(A) REZIAKTR (52
(d) BRPRKXERE
€3
(i) Fefrlsyder
I S
)

TEA IS Z 58K Loans for use in Hong Kong
EGHES A Industrial, commercial and
financial
- Pl - Property development
- AR - Property investment
- SRl - Financial concerns
- AL - Stockbrokers
- R Z - Wholesale and retail trade
- il - Manufacturing
- B idE - Transport and transport
equipment
- PRIRESN - Recreational activities
- TR - Information technology
- it - Others
HUN Individuals
- W EEA IR - Loans for the purchase of
MAWSEER T flats in Home Ownership
KB AR IR R Scheme, Private Sector
Mz SER Participation Scheme
and Tenants Purchase
Scheme
- WA EEZ. - Loans for purchase of
BT other residential
properties
- fFHARDEK - Credit card advances
- Hth - Others

M SRR
BR it
FEREHE LM Z BE

2 g

EIRKi e ¥k

Total loans for use in Hong
Kong
Trade financing

Loans for use outside Hong
Kong

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)

F 2021 12 H 31 H
At 31 December 2021

Notes to the Interim Financial Information (continued)

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

AT B WARHER -
HAAEITE ‘ R
L EHILE FE DK AR - BB
PR A % covered A H=MrEx Impairment
Gross by collateral Classified Impairment allowances -
advances to or other or puogit allowances - Stages 1
customers security impaired Overdue Stage 3 and 2
BME AT wMEAT EHAAT HEME AT HEME AT
HK$'m HK$'m HK$'m HK$'m HK$'m
166,208 26.82% - 171 - 899
78,125 62.89% 28 41 1 248
24,163 0.82% - - - 39
3,070 80.08% - - - 5
27,281 47.95% 260 304 121 243
44,492 9.12% 31 3 20 180
62,000 22.79% - - - 368
176 97.15% - - - -
31,753 0.30% 32 32 20 61
145,302 43.76% 51 266 29 359
34,776 99.49% 15 221 - 21
349,645 99.95% 129 1,153 1 129
12,079 - 91 419 48 174
103,440 95.13% 117 469 67 196
1,082,510 62.26% 754 3,079 307 2,922
73,611 15.17% 517 498 385 181
442,268 4.95% 3,050 2,703 1,940 4,142
1,598,389 44.23% 4,321 6,280 2,632 7,245
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

31 ERRK (&
(A) SRR AR (482
d) EFRZIEFE

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

(d) Concentration of advances to customers (continued)

()
(i) PR X 454y (i) Geographical analysis of gross advances to customers
AP IRk
¥
FHIRFES The following geographical analysis of advances to customers is based on the
TER 2 Hh X locations of the counterparties, after taking into account the transfer of risk. For
0 b R AR an advance to customer guaranteed by a party situated in a location different
G F from the customer, the risk will be transferred to the location of the guarantor.
FEHh, I
T A i # R
. HESRE
KZARGR N
5 &
A,
B e 7% 2
IR N Z FTEE
o
b9l d 9=t il Gross advances to customers
F 2022 & F 2021 &£
6 H30H 12 H 31 H
At 30 June At 31 December
2022 2021
WMEAT wmE AT
HK$’'m HK$'m
it Hong Kong 1,412,200 1,332,106
[ P H Chinese Mainland 92,951 95,416
HoAth Others 175,463 170,867
1,680,614 1,598,389
HE PR Impairment allowances made in
BEH Z IR respect of the gross advances
HHEE - to customers - Stages 1 and 2
B—ME—
Mt
HHE Hong Kong 4,122 3,830
Hh [ Pyt Chinese Mainland 475 715
Hofth Others 2,627 2,700
7,224 7,245
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RIS %RIHE  Notes to the Interim Financial Information (continued)

(88)
3. SRR EET (40) 3. Financial risk management (continued)

31 FRRAK (&) 3.1 Credit risk (continued)
(A) BB FARMI (52 (A) Advances and other accounts (continued)
d) BEFRZETE (d) Concentration of advances to customers (continued)
(€]
(if) FoHh 3 X 4555 (i) Geographical analysis of gross advances to customers (continued)
KB

ISYNESP)

B Overdue advances
F 2022 &£ T 2021 4
6 430 H 12 H 31 H
At 30 June At 31 December
2022 2021
whEAT WHHE T
HK$’m HK$'m
it Hong Kong 4,044 3,954
Hp [ A b Chinese Mainland 571 296
HAth Others 1,949 2,030
6,564 6,280
PRE R AE Impairment allowances made in
Hi 22 Y AR respect of the overdue advances
% - 8= - Stage 3
BBt
HHE Hong Kong 979 741
FpE Y Chinese Mainland 82 101
HoAh Others 1,345 1,173
2,406 2,015
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RIS %RIHE  Notes to the Interim Financial Information (continued)

(88)
3. SRR EET (40) 3. Financial risk management (continued)

31 FRRAK (&) 3.1 Credit risk (continued)
(A) TR R FAET (42 (A) Advances and other accounts (continued)
d) BEFRERETE (d) Concentration of advances to customers (continued)
(€]
(if) F2e 3t FE X 85 43 (i) Geographical analysis of gross advances to customers (continued)
F B PR

B (8

RSB 4 R Classified or impaired advances
B
F 20224 F 2021 4
6 A30H 12 H31H
At 30 June At 31 December
2022 2021
WHEAT WME T
HK$’'m HK$'m
HHE Hong Kong 4,813 2,123
r ] P HE Chinese Mainland 209 207
HoAh Others 2,788 1,991
7,810 4,321
Bk E B Impairment allowances made in
WA K AE respect of the classified or
H2Z AE impaired advances - Stage 3
% - 5=
Bt
ik Hong Kong 1,978 1,111
o [ Chinese Mainland 84 107
HAth Others 1,795 1,414
3,857 2,632
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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
2022 amounted to HK$457 million (31 December 2021: HK$274 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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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 2022 £ T 2021 5
6H30H 12 A31H
At 30 June At 31 December
2022 2021
WTNEAT HEHE AT
HK$’'m HK$'m
Investment in securities at fair value
through other comprehensive
income
- Stage 1
Aaa 55,955 132,154
Aa1 to Aa3 178,701 232,356
A1to A3 397,263 447,446
Lower than A3 16,847 20,511
Unrated 23,585 21,634
672,351 854,101
- Stage 2 - -
- Stage 3 - -
672,351 854,101
Of which: impairment allowances (226) (268)
Investment in securities at amortised
cost
- Stage 1
Aaa 128,135 60,600
Aa1 to Aa3 22,023 18,649
A1to A3 50,273 46,170
Lower than A3 7,021 6,364
Unrated 1,565 1,880
209,017 133,663
- Stage 2 - -
- Stage 3 - -
209,017 133,663
Impairment allowances (59) (34)
208,958 133,629
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3. Financial risk management (continued)

3.1 Credit risk (continued)

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

Financial assets at fair value through
profit or loss
Aaa
Aa1 to Aa3
A1to A3
Lower than A3
Unrated

Notes to the Interim Financial Information (continued)

F 2022 4 T 2021 4
6 H30H 124 31H
At 30 June At 31 December
2022 2021
WHEAT HEME G
HK$’'m HK$'m
1,136 1,348
20,936 15,416
5,639 5,854

600 1,309

1,729 2,555
30,040 26,482

As at 30 June 2022, there were no overdue or impaired debt securities and certificates

of deposit (31 December 2021: Nil).
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

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

In the first half of 2022, the new wave of local COVID-19 pandemic has put heavy
weights on Hong Kong’s economy. While the 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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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.1 Credit risk (continued)

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

- The Group performed stress tests of different scenarios of containment of COVID-
19 pandemic regularly to assess the potential impacts on credit loss and asset
quality.

- The Group reviews the forward looking macroeconomic factors used in ECL model
on a quarterly basis to reflect the dynamic changes of economic outlook. While the
relief measures implemented by the governments of various countries have
alleviated the default pressure of the affected borrowers under COVID-19
pandemic, the Group continues its close monitoring on those borrowers with
multiple extensions of relief measures being granted, and additional impairment
allowances have been made to address the potential higher default risk of this
portfolio upon expiration of the relief measures.

The Group continues to closely monitor the situation brought by the COVID-19
pandemic on the economy and adopt prudent asset quality management to avoid
significant deterioration in asset quality.
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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.

7 3 IR 4R 1) AU
fHL,

ot =23 ot =3 et =3
BAREE BEHE  CPOEE
Minimum Maximum Average
443 |T6H 300 forthefirst for the first for the first
Year | At30June half of year half of year half of year
WMEAX BHEARX WBTEAT BNEAT
HK$’'m HK$’'m HK$’'m HK$’'m
A& Z R VaR for all market risk 2022 34.5 21.9 61.3 38.3
[5ZI=N 2021 26.1 19.0 47.8 28.3
ICRRGEZ REE  VaR for foreign exchange risk 2022 29.4 14.9 39.9 25.0
2021 20.8 13.8 411 24.7
THWKAHE XKz VaR for interest rate risk in the 2022 16.3 16.2 63.2 30.8
B trading book 2021 17.8 6.2 26.4 13.8
THWE X2 VaR for equity risk in the trading 2022 1.9 0.3 25 0.9
KA book 2021 1.5 0.4 2.2 1.0
B2 X VaR for commodity risk 2022 1.5 0.1 12.3 5.0
2021 5.6 0.0 22.7 9.2

e
1. AL 45 1 1k S E
LI YU

Note:

1. Structural FX positions have been excluded.
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3. SRR EET (40) 3. Financial risk management (continued)

3.2 WK (8 3.2 Market risk (continued)

(A) Xt (52

AR KU A2 T
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LEhr, HEAHR
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Ji iR AR A Sk
# A LLFE — H
WEBLE . X
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FERRARI , W RE
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Sefits

- MRS X, SR
99% L {5 K THT
B ok % 18 1
B AT LSRR
ST T b
R

- KU AE 2 UUE
IF 1) 45 BRI 1) Sk
FEART S IEAE, A
BEIFAS — % Bk
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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.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 AR (8D
(A) REE (82

3.2 Market risk (continued)

(A) VaR (continued)

REF T4 T 1ER
W 5 B 1 R PR
R, il TR i
B8 bR 2 BR 4 LA VP
ik 0 A HX R 1 AR
B 2% (14 717 32 AU
T 3 R T 7 04K
A, F5 e AR R TR 2
T A R 708 R R
A R
A Je b J77 50 3 A i
1ERIIHT, 11987 1%
% 19944555 i fa
Bl 199713 4=l X,
. 20014E£E911

B B AR
W, FRiE R A
AL (Elin g
WD EEL AN TR
B A BT 72 AR 1R A0

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.

F 14 DA J 2008 4 ik
TN

(B) AMLC RS (B) Currency risk
A B P I BE 7 R AR The Group’s assets and liabilities are denominated in major currencies, particularly HK
FAEPERTT. T Dollar, US Dollar and Renminbi. To ensure the currency risk exposure of the Group is
VYN kept to an acceptable level, risk limits (e.g. Position and VaR limit) are used to serve as
Mo ARSI AR a monitoring tool. Moreover, the Group seeks to minimise the gap between assets and
A IRFRE ] 2 liabilities in the same currency. Foreign exchange contracts (e.g. FX swaps) are usually
K, ARG BTR A used to manage FX risk associated with foreign currency-denominated assets and
Iz BRI ({3 G Sk A 2% liabilities.
BB BRAD 15
BT H. b4, A
BT A
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk (continued)

(B) Currency risk (continued)

The following is a summary of the Group’s major foreign currency exposures arising
from trading, non-trading and structural positions and is prepared with reference to the
completion instructions for the HKMA return of foreign currency position. The net
options position is calculated based on the basis of delta-weighted positions of all
foreign exchange options contracts.

T 202246 530H

\nz}
o=

}“»:

A

DN
IS
LULERRE

K/ GED R

OB

=
o=
O

|
3

SIS

=
=
o

AN AN

&
g
o R
> T H

|

w3
IS
UEERRE ]

K/ G 8

[SIE]

i

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net options position

Net long/(short)
position

Spot assets

Spot liabilities
Forward purchases
Forward sales

Net options position

Net long/(short)
position

At 30 June 2022
WA TEE
Equivalent in million of HK$
Hpbshm S TER
ESH X HIE T Other Total
us Pound Japanese e AEifi Australian foreign foreign
Dollars _ Sterling Yen Euro Renminbi Dollars currencies currencies
955,154 32,032 226,294 52,142 375,718 35,702 82,128 1,759,170
(948,874) (32,362) (14,554) (33,685) (426,514) (32,478)  (69,692) (1,558,159)
967,484 22,159 58,887 45,617 434,753 18,786 71,238 1,618,924
(966,539) (21,856) (256,127) (63,921) (384,859) (21,930) (84,216) (1,799,448)
2,276 (7) 13 (69)  (1,063) 77) 40 1,113
9,501 (34) 14,513 84  (1,965) 3 (502) 21,600
T 2021412 A 31 H
At 31 December 2021
WM E e E
Equivalent in million of HK$

HAWSIT ST AR
ESn Yk H tEATH Other Total
us Pound Japanese e AR fi Australian foreign foreign
Dollars Sterling Yen Euro Renminbi Dollars currencies currencies
961,064 37,456 183,101 48,897 468,441 38,125 65,866 1,802,950
(925,054) (44,696)  (6,489) (37,534) (539,807) (32,656)  (64,950) (1,651,186)
898,663 26,016 13,259 32,049 558,540 15,695 53,741 1,597,963
(926,171)  (18,696) (186,845) (43,463) (486,088) (21,120)  (55,066) (1,737,449)
1,357 19 (5) (1) (1,331) 12 (1) 40
9,859 99 3,021 (52) (245) 56 (420) 12,318
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3. ERINEERE (8 3. Financial risk management (continued)

3.2 HHRK (8 3.2 Market risk (continued)
(B) AMLCXUE: (£2) (B) Currency risk (continued)
T 202246 530 H
At 30 June 2022
WA TEE
Equivalent in million of HK$
IR e HAhsh Liipst
ESH PREHRF BE Other Total
us E3 Malaysian Philippine foreign foreign
Dollars Baht Ringgit Peso currencies  currencies
SR EREE Net structural position 31,054 2,165 2,733 1,765 4,189 41,906
F 2021412 A 31 H
At 31 December 2021
W E I e E
Equivalent in million of HK$
LR VG E e FAh A S
%ETT S WHR Other Total
us bk Malaysian Philippine foreign foreign
Dollars Baht Ringgit Peso currencies currencies
SEFMEAALS%T Net structural position 30,911 2,225 2,789 1,854 4,054 41,833

107



@ ¥ B 4 £ (mm) A mAT

BANK OF CHINA (HONG KONG) LIMITED

Hh B A 2% Bk B
(8
3. SRINSER (8

3.2 WA (8
(C) FIZ R

NRMR T AL H
F 2022 426 H 30
H & 2021 £ 12 H
31 HZ B Rk
DA BRI 2 IR RG A A
F P LAIK I {8 51 o
HE R, RS
Z)EIT R R H
FAH (IR E RN

Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

3.2 Market risk (continued)

(C) Interest rate risk

The tables below summarise the Group’s on-balance sheet exposure to interest rate
risk as at 30 June 2022 and 31 December 2021. Included in the tables are the assets
and liabilities at carrying amounts, categorised by the earlier of contractual repricing
date and maturity date.

) 5k,
F 2022467 30H
At 30 June 2022
—Z =7 AR
—MAW =F = —ZEHFE  HEME Non-
Up to 1to 3 3 to 12 1to 5 Over interest Bit
1 month months months years 5 years bearing Total
WwH WwH T wH wH W ]
BAT BAT BAT BAT BAT BAT BARX
HK$’m HK$’m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
B’ Assets
P 9042 AR AT R H A &bl Cash and balances and
T2 44 e IR placements with banks and
other financial institutions 311,950 24,041 47,765 2,425 - 49,567 435,748
PAASPAE AR T A BiaE 2 &l B85 Financial assets at fair value
through profit or loss 10,354 15,361 8,032 6,096 607 25 40,475
TS TR Derivative financial instruments - - - - - 58,892 58,892
FEEEAATBIX BURF S GHEM S Hong Kong SAR Government
certificates of indebtedness - - - - - 212,660 212,660
BEAR e FoAh ik 15t Advances and other accounts 1,405,916 186,071 31,530 39,650 8,454 6,603 1,678,224
TEF R Investment in securities
- DAAPER T N A AT - At FVOCI
Li§c] 147,624 132,122 186,626 154,473 51,506 3,190 675,541
- DR AR - At amortised cost 431 4,867 10,635 171,837 21,188 - 208,958
WEE A m B B Al g Interests in associates and joint
ventures - - - - - 674 674
v /LA Investment properties - - - - - 18,134 18,134
Wl M K% Properties, plant and equipment - - - - - 45,189 45,189
FeAb B (LR RSB S iERL Other assets (including current
THE ) and deferred tax assets) 4,638 - - - - 45,758 50,396
BB Total assets 1,880,913 362,462 284,588 374,481 81,755 440,692 3,424,891
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3.2 Market risk (continued)

(C) Interest rate risk (continued)

F 202246 H30H

Notes to the Interim Financial Information (continued)

At 30 June 2022
—& =& AR
AR =4 TZAA —EhE  HENE Non-
Up to 1to3 3 to 12 1to5 Over interest Bt
1 month months months years 5 years bearing Total
W W W WM WM W T
BATT BATT BAT BAL BAL BATT BT
HK$’m HK$’m HK$’'m HK$’'m HK$’'m HK$’m HK$’'m
b Liabilities
AR AT X s K Hong Kong SAR currency notes
in circulation - - - - - 212,660 212,660
AT S HoAb R 2 A7 3 % Deposits and balances from banks
shgr and other financial institutions 262,547 6,774 9,549 101 - 35,054 314,025
PAASPE AT A BiaE 2 &Rt 5 Financial liabilities at fair value
through profit or loss 10,467 4,838 9,993 1,086 79 - 26,463
A 4 TR Derivative financial instruments . . - - . 35,940 35,940
=P Deposits from customers 1,672,740 284,506 218,972 593 - 230,484 2,407,295
CRAT RS2 S AT AL Debt securities and certificates of
deposit in issue - - - 3,733 - - 3,733
oA K% CELFERIATELE  Other accounts and provisions
s SRR A5 (including current and deferred
tax liabilities) 30,005 4 81 832 234 81,750 112,906
S B Total liabilities 1,975,759 296,122 238,595 6,345 313 595,888 3,113,022
IR B T Interest sensitivity gap (94,846) 66,340 45993 368,136 81,442 (155,196) 311,869
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3.2 WHRK (82
(C) MIERK: (52

B’ Assets
JEEIL e MAERAT &Rkl Cash and balances and
W2 44 BRI placements with banks and

other financial institutions
PAASPE AT A D13 2 &Rk Financial assets at fair value
through profit or loss
i T A Derivative financial instruments
FBEE A TEIXBUF 7 GHEB S Hong Kong SAR Government
certificates of indebtedness

BRI AR 5 Advances and other accounts
TR Investment in securities

- DA TN A AT - AtFVOCI

[ig i

- DARER AT - At amortised cost

B8 A KA T A Interests in associates and joint
ventures

BEM Investment properties
Pl MR Properties, plant and equipment
FALT" CRLIEROBLI B AERL Other assets (including current

THE ) and deferred tax assets)
b=y | Total assets

3.2 Market risk (continued)

(C) Interest rate risk (continued)

+2021 412 A4 31 H
At 31 December 2021

—= =% Tt
—AAN EAA RSAA CERE fFDE Non-

Up to 1t03 3 to 12 1t05 Over interest Rt

1 month months months years 5 years bearing Total

M M M M M HEm M

[EpAp /it /it H7izt H7izt H/izt [Epp

HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m

359,590 17,281 23,108 1,416 - 61,097 462,492

18,840 11,402 7,321 5,402 1,914 23 44,902

- - - - - 33,247 33,247

- - - - - 203,810 203,810

1,335,910 165,069 35,656 44,032 7,956 7,876 1,596,499

115,222 309,250 135,357 199,395 94,877 3,591 857,692

2,465 6,574 15,968 88,225 20,397 - 133,629

- - - - - 687 687

- - - - - 18,363 18,363

- - - - - 45,730 45,730

11,397 - - - - 34,527 45,924

1,843,424 509,576 217,410 338,470 125,144 408,951 3,442,975
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3.2 Market risk (continued)

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

+2021 412 A4 31 H
At 31 December 2021

Notes to the Interim Financial Information (continued)

—% =% ENARE!
MW =MA AR —EBLFE LFELLE Non-
Up to 1t03 3 to 12 1t05 Over interest Rt
1 month months months years 5 years bearing Total
M M M M M HEm M
[EWRH [EWRH LEVPH [EWRH [EWRH H/izt [Epp
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
Liabilities
Hong Kong SAR currency notes
in circulation - - - - - 203,810 203,810
Deposits and balances from banks
and other financial institutions 386,144 18,081 714 412 - 80,456 485,807
Financial liabilities at fair value
through profit or loss 5,249 4,784 973 1,343 171 - 12,520
Derivative financial instruments - - - - - 29,697 29,697
Deposits from customers 1,685,791 279,751 117,181 1,716 - 249,923 2,334,362
Debt securities and certificates of
deposit in issue 563 - - 1,860 - - 2,423
Other accounts and provisions
(including current and deferred
tax liabilities) 18,475 7 138 893 224 48,514 68,251
Total liabilities 2,096,222 302,623 119,006 6,224 395 612,400 3,136,870
Interest sensitivity gap (252,798) 206,953 98,404 332,246 124,749 (203,449) 306,105
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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

2022 2021

Average value of liquidity coverage ratio
- First quarter 163.65% 134.09%
- Second quarter 155.02% 134.20%

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.

2022 2021

Quarter-end value of net stable funding ratio
- First quarter 125.22% 124.90%
- Second quarter 128.53% 118.50%

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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Notes to the Interim Financial Information (continued)

3.3 Liquidity risk (continued)

(B) Maturity analysis

31 H

P Sy & i EIE
Hordr, #Tai%H
LD Ve &N i
EL N H #R AR

R,

=
PEAF B AR SRAT R L e R ALK
LEERBGE I

PLA TR N8 2 xR BE

e TR
TR AT B X BURY 6B B 45

RN

R
- DA TR A St A
- LR

TRE ] e i A s

BBl
Wl R

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

FoAt B CRLARROBII K AE R Other assets (including current

BB
F= R
Sifi
FR AT X AR T

AT R H A SR Z A3

PLA TR N 2 SRl 5%

TR T
&R
CRAT B RS RAFHIE

FARTRIRAE R CELIE R B

JOBIERI )
piligey i
BN

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)

Total liabilities

Net liquidity gap

3. Financial risk management (continued)

F 2022426 530 H

The tables below analyse the Group’s assets and liabilities as at 30 June 2022 and 31
December 2021 into relevant maturity groupings based on the remaining period at
balance sheet date to the contractual maturity date.

At 30 June 2022
—& ==
By —AAA ZAR AR —ZEIf AFUE AR
On Up to 1t0o3 3to12 1to5 Over H#A J=87
demand 1 month months months years 5 years Indefinite Total
231 231 231 231 B B B WM
Bhx H®AX H®BARX HBARX ®BARX HBAT HBAL BT
HK$'m HK$m HK$m HK$'m HK$m HK$m HK$’'m HK$’'m
301,220 60,295 24,068 47,772 2,393 - - 435,748
- 7,370 18,328 6,743 7,281 602 151 40,475
14,631 8,216 5,941 9,847 11,700 8,557 - 58,892
212,660 - - - - - - 212,660
299,629 56,199 101,080 202,446 634,022 380,791 4,057 1,678,224
- 137,580 122,217 191,610 161,485 59,459 3,190 675,541
- 537 4127 11,137 172,045 21,112 - 208,958
- - - - - - 674 674
- - - - - - 18134 18,134
. . . . - - 45189 45189
17,137 29,593 210 979 234 - 2,243 50,396
845,277 299,790 275,971 470,534 989,160 470,521 73,638 3,424,891
212,660 - - - - - - 212,660
216,438 81,094 6,304 9,460 729 - - 314,025
- 10,467 4,844 9,993 1,081 78 - 26,463
9,916 2,089 2,455 5,704 9,602 6,174 - 35,940
1,487,809 415,415 284,506 218,972 593 - - 2,407,295
- 23 10 - 3,700 - - 3,733
65,848 35,378 215 4,525 6,875 65 - 112,906
1,992,671 544,466 298,334 248,654 22,580 6,317 - 3,113,022
(1,147,394) (244,676) (22,363) 221,880 966,580 464,204 73,638 311,869

113



@

¥ & 4L £5 (B m) A mAT

BANK OF CHINA (HONG KONG) LIMITED

HR A 5 BB BRI

(%8)

3. SRRSEE (4

3.3 M EEREr (£

(B) BHB AT (8

i

BEAF DL AR SRAT R LAt SRR
LB PGE I

PLA TR NR S 2 SRR BT ™

e TR
AR AT BOX BUR S IE R 43

SRR AT

T
- DA A A S Ut s
- LIERpcATHE

TRE ] e i A s

BBl

Pk BSHE BB

FAt R CELIE RO i B
TBE™)

=t

fff
FR AT X AR T

AT RS SR AR
P

PLA TR N8 2 xRl 57

ke TR

L IRNEZN

ERAT B ESR R AFAIE

oAb R A (R RIAT BL
JIBIEBLI S A

AR B

ikl Nl

Notes to the Interim Financial Information (continued)

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
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)

Total liabilities

Net liquidity gap

3.3 Liquidity risk (continued)

(B) Maturity analysis (continued)

3. Financial risk management (continued)

+2021 %12 H 31 H
At 31 December 2021

—% =k

. —AAN =AM AR ERE FEUE AEE
On Up to 1t03 3to 12 1t05 Over H B
demand 1 month months  months years  5years Indefinite Total
T T T T T WM M W
IEWPH HHx BT A"t HHT [EWPH LEVP HHt
HK$'m HK$m  HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
351,388 69,300 17,297 22,727 1,780 - - 462,492
- 18,887 11,442 6,134 6,512 1,454 473 44,902
11,944 3,085 4,312 3,935 6,365 3,606 - 33,247
203,810 - - - - - - 203,810
258,527 45,031 80,004 235,036 602,050 374,119 1,732 1,596,499
- 104,884 298,133 141,743 207,743 101,598 3,591 857,692
- 2,807 6,853 16,858 87,279 19,832 - 133,629
- - - - - - 687 687
- - - - - - 18,363 18,363
- - - - - - 45730 45,730
23,362 19,308 441 532 167 - 2,114 45,924
849,031 263,302 418,482 426,965 911,896 500,609 72,690 3,442,975
203,810 - - - - - - 203,810
292,365 174,168 17,452 1,028 794 - - 485,807
- 5,249 4,790 974 1,337 170 - 12,520
7,626 2,321 2,597 3,765 8,574 4,814 - 29,697
1,524,929 410,785 279,751 117,181 1,716 - - 2,334,362
- 588 - - 1,835 - - 2,423
37,149 18,710 1,964 3,339 7,018 71 - 68,251
2,065,879 611,821 306,554 126,287 21,274 5,055 - 3,136,870
(1,216,848) (348,519) 111,928 300,678 890,622 495554 72,690 306,105
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)
3. SRRSEE (4 3. Financial risk management (continued)

3.3 MIIBENL (5 3.3 Liquidity risk (continued)
(B) FHASHT (8 (B) Maturity analysis (continued)
14 A& B A B X7 The analysis of debt securities by remaining period to maturity is based on contractual
S AUE 7 2y BT =R maturity date. The disclosure does not imply that the securities will be held to maturity.
WELZEIMH .
P A 95 A AR
ERNE R LRSS
#H.
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

34 BAEH

3.4 Capital management

S R R A 2R HE K
P HE W PP AR T
Ry EERIREL
VAN EE e
NEZEATERLFRR
Bl I % A JE E
W2 BEARER  ERAT
Ak 55 2 A A B R 2
B J AT 2 B AR AT
WEVMEERE, 25
HUR 2 JE 2 A 5% i 2
B AT L EATE LM
%, H BT ¥
FIHAERERTLSH
< it i 55 WY ) 2 ] R %
JIT T b X M LA B
W IFAE A RE A

p==s

JE o

7 B2 141 B R H ZE T A 46
PPYIEAETT SEIA SR
o> ARAIE 7 Ak 20 XU
ARTE R AE DA e B A 2
Ko FIRNEIME TR
AR ARHE (fFHERED
TS AR RIR A
FRAEAS SEAGE A T7 0%,
VSR {5 B B
RS 158 5 %) T R A E
Ko

7 B2 141 4k R A FS A
A S S AN R A
TR — e T 3 R R

R, IR Rt ERE
Gt SEA TR ST i
7 A R T 3 A R A
3R o NG [ 4K SR F A vk
(i R T 5
KW T ARZR,

AL A AR SR HI R QL
SR R THEE T
BRI AR

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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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)
3. SRRSEE (4 3. Financial risk management (continued)

34 BAEHE (8D 3.4 Capital management (continued)
(A) BEsaER (A) Basis of regulatory consolidation
R R T 25 A B At The consolidation basis for regulatory purposes comprises the positions of BOCHK
THtRHECRAT ML (B2 A and certain subsidiaries specified by the HKMA in accordance with the Banking
FILIU) Y Ehy A R s R (Capital) Rules. For accounting purposes, subsidiaries are consolidated in
B 8 R E accordance with HKFRSs.
JBA B S RS T AL
PRI )42 A s
5 Uk D 255 B
IS
IR ST EN 25 & The particulars of subsidiaries which are included within the accounting scope of
Y, T AN AL S TE B consolidation but not included within the regulatory scope of consolidation are as
FI € L5690 [ A 1 follows:
JRA R ZVEREWTT
F20224£6 530 H F2021 12 A 31 H
At 30 June 2022 At 31 December 2021
igadst.il BB BEPE L NEE
Total assets Total equity Total Total equity
2R Name assets
WHEAT WHEAT whE VS HTREWAI
HK$’'m HK$’'m HK$'m HK$'m
FHSEREIE AR R A A BOC Group Trustee Company
Limited 200 200 200 200
R E B 0 E RS FE A PR A F BOCI-Prudential Trustee
Limited 547 437 593 491
China Bridge (Malaysia) Sdn. China Bridge (Malaysia) Sdn.
Bhd. Bhd. 9 (8) 12 2
R RAT GBI BN FRA F Bank of China (Hong Kong)
Nominees Limited - - - -
PERAT (EB STARAFR Bank of China (Hong Kong)
Trustees Limited 8 8 8 8
PR AEURS (FET) BIRAF BOC Financial Services
(Nanning) Company Limited 178 43 199 40

TR SRR GRIID HIRAR

PHREBEEARS GRYD A

fRAT

FAESMBRRSARAR

FAEMERARAA
WG ARA T

BOCHK Information

Technology (Shenzhen)

Co., Ltd. 392 269 399
BOCHK Information

Technology Services

(Shenzhen) Co., Ltd. 425 362 441
Po Sang Financial Investment

Services Company Limited 363 345 364
Po Sang Securities Limited 925 431 595
Sin Hua Trustee Limited 5 5 5
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)
3. SRRSEE (4 3. Financial risk management (continued)

3.4 BAEHE (8) 3.4 Capital management (continued)
(A) BWELEEER () (A) Basis of regulatory consolidation (continued)
F 202246 H30H F 2021412 A 31H
At 30 June 2022 At 31 December 2021
i gdst. il A B TR TR A
2R Name Total assets Total equity  Total assets  Total equity
WAL BMEAT wmEAE WmaETT
HK$’'m HK$’'m HK$'m HK$'m
Billion Express Development Billion Express Development
Inc. Inc. - - - -
Billion Orient Holdings Ltd. Billion Orient Holdings Ltd. - - - -
Elite Bond Investments Ltd. Elite Bond Investments Ltd. - - - -
Express Capital Enterprise Inc. Express Capital Enterprise
Inc. - - - -
Express Charm Holdings Corp. Express Charm Holdings
Corp. - - - -
Express Shine Assets Express Shine Assets
Holdings Corp. Holdings Corp. - - - -
Express Talent Investment Ltd. Express Talent Investment
Ltd. - - - -
Gold Medal Capital Inc. Gold Medal Capital Inc. - - - -
Gold Tap Enterprises Inc. Gold Tap Enterprises Inc. - - - -
Maxi Success Holdings Ltd. Maxi Success Holdings Ltd. - - - -
Smart Linkage Holdings Inc. Smart Linkage Holdings Inc. - - - -
Smart Union Capital Smart Union Capital
Investments Ltd. Investments Ltd. - - - -
Success Trend Development Success Trend Development
Ltd. Ltd. - - - -
Wise Key Enterprises Corp. Wise Key Enterprises Corp. - - - -
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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 2022 (31 December 2021: 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 2022 (31 December 2021: 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:

CET1 capital ratio

Tier 1 capital ratio

Total capital ratio

F 2022 &£ F 2021 &
6 H30H 12H31H
At 30 June At 31 December
2022 2021
17.73% 17.30%
19.55% 19.11%
21.88% 21.44%
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Notes to the Interim Financial Information (continued)

3. Financial risk management (continued)

34 BAEHE (8D

(B) BrAlLE (4

3.4 Capital management (continued)

(B) Capital ratio (continued)

AFir&ELl E% The consolidated capital base after deductions used in the calculation of the above
L e 2 ARG I 27 capital ratios is analysed as follows:
AR AR 0
I
F 20224 F 2021 4
6 5 30H 12 A 31H
At 30 June At 31 December
2022 2021
BHEAT HHE LT
HK$’'m HK$'m
R — R (CET1) % CET1 capital: instruments and reserves
W YL
HEBERATE B Directly issued qualifying CET1 capital
CET1 & AZLyz instruments 43,043 43,043
TR i) Retained earnings 207,042 193,800
O it & Disclosed reserves 37,612 45,033
IR AT R CET % CET1 capital before regulatory deductions
N 287,697 281,876
CETA ¥iA: WEEHIR CET1 capital: regulatory deductions
i (B Valuation adjustments (38) (66)
HABTCIR B (2mbk Other intangible assets (net of associated
HE B P38 AL A 0 471 deferred tax liabilities)
o (1,647) (1,623)
BIERLI B (B0 Deferred tax assets (net of associated deferred
AFIER 1 326 i LI 1 tax liabilities)
i (218) (185)
F2 A SPANARLAG R 47 f5 Gains and losses due to changes in own credit
1 4% B B £ FH XU 3 risk on fair valued liabilities
BT A R (144) (31)
R Lt & i (A Cumulative fair value gains arising from the
M) AT revaluation of land and buildings (own-use
B EE Al = A 1) R AR and investment properties)
AP E Y (49,779) (49,709)
— M ERAT ML 55 R S Regulatory reserve for general banking risks
it % (6,265) (6,073)
Xf CET1 BEAH &y Total regulatory deductions to CET1 capital
B (58,091) (57,687)
CET1 %A CET1 capital 229,606 224,189
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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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F 2022 4 F 2021 4
6 330H 12 H31H
At 30 June At 31 December
2022 2021
WHEAT VA REWA I
HK$’'m HK$'m
23,476 23,476
23,476 23,476
253,082 247,665
7,784 7,805
7,784 7,805
22,401 22,369
22,401 22,369
30,185 30,174
283,267 277,839
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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:

Notes to the Interim Financial Information (continued)

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

F 2022 £ F 2021 4
6 H30H 12 H31H
At 30 June At 31 December
2022 2021
2.500% 2.500%
1.500% 1.500%
0.811% 0.799%

F 2022 4 + 2021 &
6 530H 12 A31H
At 30 June At 31 December
2022 2021
WHEAT A REWAY
HK$’'m HK$'m
253,082 247,665
3,295,379 3,357,085
7.68% 7.38%
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4. EREFMAEKRIAF 4. Fair values of financial assets and liabilities
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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 with
significant unobservable components.
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4. ERBEFMAHEKAF 4. Fair values of financial assets and liabilities (continued)

€D

XHF DL S AN TS For financial instruments that are recognised in the financial statements on a recurring basis,

KM TR, AMEHXTR  the

Group determines whether transfers have occurred between levels in the hierarchy by

SR FI S HER  reassessing categorisation (based on the lowest level input that is significant to the fair value
WS (ETHEKRATF  measurement as a whole) at the end of each reporting period.
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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 adjustments 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. ERBEFMAHEKAF 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 techniques used to calculate the fair value of the following financial instruments are
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.

Mortgage 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. ERBEFMAHEKAF 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,
commodity 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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4. ERBEFMAHEKAF 4. Fair values of financial assets and liabilities (continued)
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(A) Fair value hierarchy

4.1 Financial instruments measured at fair value (continued)

F202246 H30H

Notes to the Interim Financial Information (continued)

At 30 June 2022
e T it
Level 1 Level 2 Level 3 Total
WBHEAT WWHEAT BHEAT BTWEAT
HK$’'m HK$’'m HK$’'m HK$’'m
Financial assets
Trading assets (Note 18)
- Debt securities and
certificates of deposit 585 28,289 - 28,874
- Equity securities 24 - - 24
- Fund 1 - - 1
- Other debt instruments - 3,000 - 3,000
Other financial assets
mandatorily classified at
fair value through profit or
loss (Note 18)
- Debt securities and
certificates of deposit - 378 - 378
Financial assets designated
at fair value through profit
or loss (Note 18)
- Debt securities and
certificates of deposit 236 552 - 788
- Other debt instruments - 7,410 - 7,410
Derivative financial
instruments (Note 19) 20 58,872 - 58,892
Advances and other accounts
at fair value - 11,442 - 11,442
Investment in securities at
FVOCI (Note 21)
- Debt securities and
certificates of deposit 245,820 426,531 - 672,351
- Equity securities - 1,353 1,837 3,190
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4. ERBEFMAHEKAF 4. Fair values of financial assets and liabilities (continued)

B 3

4.1 UAHEHEREBM TR
€ 9)

(A) APHEKES (8

SR
PLAT A T A B 2
Z R
(BfHE 26D
- TR
- FENUAFER
Wit A Biad 2 &
g £
T TR
CBRHE 19

(A) Fair value hierarchy (continued)

4.1 Financial instruments measured at fair value (continued)

F202246 H30H

Notes to the Interim Financial Information (continued)

At 30 June 2022
e B B it
Level 1 Level 2 Level 3 Total
WBHEAT WWHEAT BHEAT BTWEAT
HK$’'m HK$’'m HK$’'m HK$’'m
Financial liabilities
Financial liabilities at fair
value through profit or loss
(Note 25)
- Trading liabilities - 26,384 - 26,384
- Financial liabilities
designated at fair value
through profit or loss - 79 - 79
Derivative financial
instruments (Note 19) 2 35,938 - 35,940
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4. ERBEFMAHEKAF 4. Fair values of financial assets and liabilities (continued)
B (8
41 DAHETERSERMT A 4.1 Financial instruments measured at fair value (continued)
€:9)

(A) APHEKES (8

(A) Fair value hierarchy (continued)

F 202112 A 31 H
At 31 December 2021

Notes to the Interim Financial Information (continued)

B4R B2 BZER Rt
Level 1 Level 2 Level 3 Total
whEon WmEAG BhENT EmET
HK$'m HK$'m HK$'m HK$'m
ERhBE™ Financial assets
LR (7 18) Trading assets (Note 18)
- SR K - Debt securities and
FEIE certificates of deposit 121 23,746 - 23,867
- IESR - Equity securities 23 - . 23
- S - Fund - - - -
- HAbfRS THE - Other debt instruments - 3,201 - 3,201
HoAth 3 53 A LL AT Other financial assets
AR AR 3 2 & mandatorily classified at
Bl (PR 18) fair value through profit or
loss (Note 18)
- RIS K - Debt securities and
F3AE certificates of deposit - 1,138 - 1,138
Tt AN AR AR AT Financial assets designated
NI B 2 & B at fair value through profit
CPHE 18D or loss (Note 18)
- RIS X - Debt securities and
F3AE certificates of deposit 711 766 - 1,477
- HAhfiss TR - Other debt instruments - 15,196 - 15,196
ATAE 4R TR Derivative financial
(P 19 instruments (Note 19) 16 33,231 - 33,247
CAASE T2 5EK & Advances and other accounts
oAt U T at fair value - 2,757 - 2757
NS R 7 NS Investment in securities at
it 4 T g 25 2 AE % FVOCI (Note 21)
B (HE 21)
- RIS X - Debt securities and
FEFRIUE certificates of deposit 291,622 562,479 - 854,101
- ez - Equity securities - 1,459 2,132 3,591
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

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

41 UAPEIENSBTE 4.1 Financial instruments measured at fair value (continued)

()
(A) APERIESR (48 (A) Fair value hierarchy (continued)
F 2021 %12 A 31 H
At 31 December 2021
F—E% FE% =R Mt
Level 1 Level 2 Level 3 Total
WMEGG  WMEHG WmEG WTmEG
HK$'m HK$'m HK$'m HK$'m
ik Financial liabilities
PAASPAEASAL T A5 2 Financial liabilities at fair
4 R A o value through profit or loss
CFE 25) (Note 25)
- G - Trading liabilities - 12,322 - 12,322
- FERNUA TR - Financial liabilities
T N a2 4 designated at fair value
B £ through profit or loss - 198 - 198
fitE g TR Derivative financial
(P 19 instruments (Note 19) 11 29,686 - 29,697
AL 2 4w BT K There were no financial asset and liability transfers between level 1 and level 2 for the
Uik T AR S Group during the period (31 December 2021: Nil).

=Y & Y
[B) (186 (2021 4F 12
H31H: .
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

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

41 UAPEIENSBTE 4.1 Financial instruments measured at fair value (continued)

€:9)
(B) HE=R4 MW HEF (B) Reconciliation of level 3 items
JAELEE 7 2022426 H 30 H
Half-year ended 30 June 2022
ST
Financial assets
DUAERRAL
TAFARAE
a2 SRR
Investment in securities
at FVOCI
BOHIES
Equity
securities
WREAT
HK$’m
T 20224 1H1H At 1 January 2022 2,132
g Losses
- UzssR - Income statement .
- HAb AT G - Other comprehensive income
- NPEA - Change in fair value (295)
HME Additions -
T 202246 30 H At 30 June 2022 1,837
T 202246 4 30 A Total unrealised gains for the period included in
R ) &Rl B T income statement for financial assets held as at
RPN e 3 S 30 June 2022
RS S A .
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

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

41 UAPEIENSBTE 4.1 Financial instruments measured at fair value (continued)

€:9)
(B) B=EZH WM EZEH (B) Reconciliation of level 3 items (continued)
(€:9)
ARSI S 2021 212 A 31 H
Year ended 31 December 2021
SR
Financial assets
PLAPE AR
TENH A AT
W38 2 ISR
Investment in securities
at FVOCI
iligfenees
Equity
securities
WHE TG
HK$'m
F202141H1H At 1 January 2021 2,367
=i Losses
- s - Income statement -
- HAbAmE - Other comprehensive income
- ATEAR - Change in fair value (246)
HE Additions 11
F 2021412 31 H At 31 December 2021 2,132
T 2021412 H31 H Total unrealised gains for the year included in
B & mh 5 e T4 income statement for financial assets held as at
AT N A R ) AR B 31 December 2021
PR RS A A -
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Notes to the Interim Financial Information (continued)

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

41 DAFEIENSHM TR

€

(B) HE=RKHEES)

8

+ 202246 A 30 H
J 2021 4 12 A 31
H, 7 AE =B
ST H FEAREE
TR,

A8 1 2 37 A %
R L 2
X % 4 TR e
[E

/NS =R A NG 8
i A= TH U 35 2 JE Ll
BRI A Al T 5 %
(OCIRE SN
A 2 MR
/B bR u o 1
Wit/ M e LR
Y (i) % AL B2 %
RSB gt 5
B (i) 45 W B A E T
Eb 5 (1 2 7] B A i
P B G FRAR RS, )
4 BT A I o
FHEWSTEPE R
FiAE A FAE R (g
) g, EEATH
BHH AN A TIEL
o7 AL A P E =
BB AT &
2 19.09x - 41.02x. 7
K% 0.43x - 1.02x. Wi
P 30%. R B K
2 23.44% - 83.53%
TSR 10.34%
-12.30%. AFAH 51
G KM 2T LA T
/ B R B2 K T Ay /
QIR N NR N
SRR K (1 1 B Bk
FPAREFEIEFRR,
ISR B
AR Z TP/ B
I 2R Je i 4 / WK T
N S EN O b )
P 0 B S B A
R SK (1 G B2 R IR
HETP

4.1 Financial instruments measured at fair value (continued)

(B) Reconciliation of level 3 items (continued)

As at 30 June 2022 and 31 December 2021, financial instruments categorised as level

3 are mainly comprised of unlisted equity shares.

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, including average of the price/earnings
ratios and 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. The significant unobservable inputs and their range applied in the fair
values measurement of the Group’s unlisted FVOCI equity investments includes
price/earnings ratios of the comparables of 19.09x - 41.02x, price/book values ratios
of the comparables of 0.43x - 1.02x, liquidity discount of 30%, dividend payout ratio of
23.44% - 83.53% and return on shareholders’ equity of 10.34% - 12.30%. The fair
value is positively correlated to the price/earnings ratios and price/book value ratios of
appropriate comparables, forecasted stream of future dividend payout or net asset
values, and is negatively correlated to the liquidity discount used in the average of
price/earnings ratios and price/book value ratios of comparables or discount rate used

in dividend discount model.
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

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

41 UAPEIENSBTE 4.1 Financial instruments measured at fair value (continued)

()

(B) BE=RHMINEZES) (B) Reconciliation of level 3 items (continued)
€9
Fi BT B A AR B Had all of the significant unobservable inputs applied on the valuation techniques
N7 () 2 KA AT 0 4% favourably changed/unfavourably changed by 5% (31 December 2021: 5%), the
“RE 5%A FIAR Group’s other comprehensive income would have increased by HK$83 million and
e/ AFAEA (2021 decreased by HK$82 million, respectively (31 December 2021: increased by HK$96
£12 A 31 H: 5%), million and decreased by HK$94 million, respectively).
T A 42 ] 2 HoAth 4= THI

WA B K 2l K T s T
0.83 fZCEUR /> #E T
0.82 12.76(2021 4 12
H 31 H: #mikm
0.96 1ZTCEUR /> #E T
0.94 1270)
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4. ERBEFMAHEKAF 4. Fair values of financial assets and liabilities (continued)
e )

Notes to the Interim Financial Information (continued)

4.2 Financial instruments not measured at fair value

4.2 JeUAAFETER SR T

B

OB BLAE — 7 N A
AR 7 BB AN R 42
il R 2 BORBR PR (Y AT
I3 AR B C AL S bRt
BURE A T PRS- 28 B T
HZ A TE.

FETRL/ i RARAT J oA
BOHLIA 2 45 4% e 57 5 5 Afm
KERGr 2 R 7™ & 5 £t
BTHEHE - FNE
W1, KT B AT EAR
Ho

75 PR 3 AT B IX R 47 5%

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

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

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

Hong Kong SAR Government certificates of indebtedness and Hong Kong SAR currency

HE I 45 1 7 M R AT BUX

notes in circulation

i it
A PR AT BLX U 1745
TE 5 L 2 PR AT BUX
TE AR Z WK T E 5 AT
fEMHE .

B G RRARAT B A 4
EOHLAA B
KBy 2% P B RAT
Lo H At < R B R i
A, iy BRI
HE, HI T E S 2 E
HF

DAY A% A 1 2 GRS %

The carrying value of Hong Kong SAR Government certificates of indebtedness and Hong
Kong SAR currency notes in circulation approximates their fair value.

Advances to customers and banks and other financial institutions

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

i1

DA R AR T 2B SR 2
AHEEESHHE 41 W
PAA P T8 B 55 E 27
e AF AR AN 42 3 HRAT 5 77
K2 T7 AN

B

KB 2% P AR T 45
FHJG A EH, HK i
05~ EAE

ERAT it S5 UE S5 AT FIE

The fair value of securities at amortised cost is determined by using the same approach
as those debt securities and certificates of deposit and mortgage 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

B TR T 5 55
HHE 4.1 PYLLA T
[ 575 T 95 B A TKAE R
2 A

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

B 3

4.2 JeUAAFETER SR T
H (&

B DA B FKE S AT E
AR TR, T
AR BT v ) S i
TR KT E AT AT

SR
PAPEAR BA T AR %
Bt 21

SRl it
CRAT R4 E 5 S AEFKGE
CHHE 27D

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)

136

F20224 6 H430H

T 2021412331 H

At 30 June 2022 At 31 December 2021
[ Qiiif =R MK THIiE

Carrying ANE Carrying AP
value Fair value value Fair value
WhEAx WHEARX WhEn WHEG
HK$’m HK$’m HK$'m HK$'m
208,958 202,902 133,629 133,430
3,733 3,729 2,423 2,426
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Notes to the Interim Financial Information (continued)

5. #F B 5. Net interest income
FELEHS JAELE R A
2022 f 2021 4
6H30H 6 A30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEAT HEHE
HK$’'m HK$'m
FEBN Interest income
PG FEARAT e A4 Advances to customers, due from banks and
AT R K 15 other financial institutions 14,942 13,630
UEZ7 #5558 T LA FAE AR 41t Investment in securities and financial assets at
NP 28 2 SR T fair value through profit or loss 5,019 4,320
oAt Others 80 62
20,041 18,012
FEZH Interest expense
TPIER S AT e A4 RFL Deposits from customers, due to banks and
FEAF TECFR) K T other financial institutions (6,494) (3,807)
CLRAT 55U 5 AT FE Debt securities and certificates of deposit in
issue (33) ™)
5% 41 £t Lease liabilities (19) (21)
At Others (72) (26)
(6,618) (3,855)
Ve ISULON Net interest income 13,423 14,157

He PR A S CLATEAZ A
TAH M e R
SRR RSN 2350
M 165.41 1470 (2021 4
AR W 144.25 1270
JHE 31.30 1276 (2021 4F
AR WE 34.92 270D

Included within interest income are HK$16,541 million (first half of 2021: HK$14,425 million)
and HK$3,130 million (first half of 2021: HK$3,492 million) for financial assets measured at
amortised cost and at fair value through other comprehensive income respectively.

FEAA TR AL T N TR A
TR R G5 AR B S
it 65.94 27T (2021 4F
EoAE: Wi 38.48 1270).

Included within interest expense are HK$6,594 million (first half of 2021: HK$3,848 million) for
financial liabilities that are not measured at fair value through profit or loss.
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RIS %RIHE  Notes to the Interim Financial Information (continued)

(%2)
6. BREHLELIWAN 6. Net fee and commission income

FELHE AR E
2022 4E 2021 4¢
6H30H 6 A30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEHAT WMHE T
HK$’'m HK$'m
R 45 2% B AR SN Fee and commission income
P4 Loan commissions 1,771 1,795
WES44 Securities brokerage 1,388 2,189
G5 Credit card business 908 1,001
PRl Insurance 908 879
B IR SS Payment services 360 374
{GHERFBE M55 Trust and custody services 347 380
B4 Funds distribution 299 425
bR Bills commissions 262 321
TREHE Safe deposit box 149 151
DS g Currency exchange 87 58
Fotty Others 697 613
7,176 8,186
R& R REH Fee and commission expense
IE RS Credit card business (612) (639)
ES 440 Securities brokerage (182) (265)
A Others (391) (291)
(1,185) (1,195)
SR AL ON Net fee and commission income 5,991 6,991
HAJEE: Of which arise from:
kA PAEAR AT AN FR 3 Financial assets or financial liabilities not at fair
24 R 7 B 4 A7 A5 value through profit or loss
- RS o KA AN - Fee and commission income 1,935 1,967
- %P K A4S - Fee and commission expense (4) (8)
1,931 1,959
fEFE R AR ZHE7E ) Trust and other fiduciary activities
&3 P RN - Fee and commission income 448 482
- JIR%5 2 R4 S - Fee and commission expense (17) (19)
431 463
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FHI S % RIHE  Notes to the Interim Financial Information (continued)
(&8)
7. 3G 7. Net trading gain
YELEHE JAELEHE
2022 4F 2021 4
6H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEAT HME G
HK$’'m HK$'m
#iles /D A Net gain/(loss) from:
HNLAE 5y B ANIZE 577 b Foreign exchange and foreign exchange
products 4,630 2,083
FIZR T H R A AR M Interest rate instruments and items under
iH fair value hedge 4,071 (44)
P Commodities 182 103
R AS AT AE TR Equity and credit derivative instruments 24 101
8,907 2,243

8. HABLIAFEAH N 8. Net loss on other financial instruments at fair value through profit or

Wz &M TRFETHR loss

FAELE S ARG H S
2022 4E 2021
6330H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEEATG HHE AT
HK$’'m HK$'m
HAbH 2N LLAFEEELL  Net loss on other financial instruments
TP a2 4R TR 5 5 mandatorily classified at fair value through
profit or loss (102) (7)
FLE R LA AR AT AN B 2 Net loss on financial instruments designated at
Pt M RE R 1 fair value through profit or loss (4) (5)
(106) (12)
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9. &R T HZ % (T 9. Net (loss)/gain on other financial instruments

#) /W

AL/ WA LA FAEAR TN

Hofth £ 2 2 IEFRHEBE
2§ (G0 /IR

B e DA AR A T B AR

AFRETE
Hofth

10. HZERA

Ji SN

- RAWKRFA Z LA
TEAR A T N H Al 4 THT U

i RSB
ERaig /NP E S ON
ke A RBEEDZ S
Hoths

[ RB G2 3 | B
WA R R R Yl 2 B
LE AT 4 H 5002021
R W6 1T,

Net (loss)/gain on disposal/redemption of
investment in securities at FVOCI

Net loss on redemption of investment in securities
at amortised cost
Others

10. Other operating income

Dividend income
- From investment in securities at FVOCI held at
the end of the period

Gross rental income from investment properties
Less: Outgoings in respect of investment properties
Others

Notes to the Interim Financial Information (continued)

PELHE PARGHE
2022 4 2021 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
BHEAT i TEpA b
HK$’'m HK$'m
(1,998) 401
(35) (10)

4 9

(2,029) 400
HELEHE PARLET
2022 4 2021 4

6 5 30H 6 H 30 [
Half-year ended Half-year ended
30 June 30 June
2022 2021
EHHAT W HE T
HK$’m HK$'m

33 42

285 290

(22) (26)

38 55

334 361

Included in the “Outgoings in respect of investment properties” is HK$4 million (first half of 2021:
HK$6 million) of direct operating expenses related to investment properties that were not let

during the period.
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1. BEREEFRE

AR (R / kAl

BRI A5
- DA TERRA T A AL
EXIILLE
- DU A T

SR
- DA ER T A AR
EliE
- DR AT B

Hofth

IBRELHE 76 194K 76

11. Net charge of impairment allowances

Net (charge)/reversal of impairment allowances on:

Advances and other accounts
- At FVOCI

- At amortised cost

Investment in securities
- At FVOCI

- At amortised cost

Others

Net charge of impairment allowances
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Notes to the Interim Financial Information (continued)

PEHEHE ARG R
2022 & 2021 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEAT NENTEps b
HK$’'m HK$'m
(154) -
(1,572) (1,197)
(1,726) (1,197)

34 1

(23) (8)

1 (7)

19 19

(1,696) (1,185)
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12. BEXH

ANFHEH (OREFH S
- W K H A B A
- B

B RSl CNdg
HriH KD
- R L ARANE B
BTN G
- it

1A e pet
KT G

- HIHRSS

- e AR
Hoh 2 E 3

12. Operating expenses

Notes to the Interim Financial Information (continued)

YA ST £
2022 4 2021 4
6 530H 6 7 30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEAT HHE LT
HK$’'m HK$'m
Staff costs (including directors’ emoluments)
- Salaries and other costs 4,140 3,932
- Pension cost 254 264
4,394 4,196
Premises and equipment expenses (excluding
depreciation and amortisation)
- Short-term leases, leases of low-value assets and
variable lease payments 5 6
- Others 571 562
576 568
Depreciation and amortisation 1,487 1,483
Auditor’'s remuneration
- Audit services 3 3
- Non-audit services 5 2
Other operating expenses 1,041 1,052
7,506 7,304
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

13. BHEYAE / AF  13. Net loss from disposal of/fair value adjustments on investment
B BT properties

PELEHE LRLE ST A

2022 4 2021 4
6 530H 6 H 30 H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEAT ENINE DAV
HK$’'m HK$'m
BEPNL AT Net loss from fair value adjustments on investment
EaCE It properties (145) (20)

14. b8 / BV, 2%  14. Net loss from disposal/revaluation of properties, plant and
MEBEEZEZHETHR equipment

PESHE SERLE G A

2022 4F 2021 4F
6H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WTEAT wwMHE AT
HK$’'m HK$'m
B VA T O S Net loss from disposal of equipment, fixtures and
25 B fittings ) @)
ER )7t ek Net loss from revaluation of premises (1) (20)
(2) (22)
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A I 5% B PR
(8
15. B

W2l RN 2 BITALSU T

A1
B
- I AR
- fEE AR

i LAAMELI
- I AR
- B GREAD /AR
%

I SER I
N PR W 7 A Kk ]
BeARAE R S

R IRC R WEE /SR
2022 & FEFEMATTEE
77 AR R R T i R AR B AR
16.5% (2021 4F: 16.5%)
Pedk. A LLANE T 2 Bl
IR 2022 £ EAFEfETR
URBLE AR A SR 2 E L 55
FHEE R / X 2 AT BEE
5.

Notes to the Interim Financial Information (continued)

15. Taxation

Taxation in the income statement represents:

PEGHE LR

2022 4¢ 2021 4
6 H30H 6 H 30 [
Half-year ended Half-year ended
30 June 30 June
2022 2021
BTEHAT BME I
HK$’'m HK$'m
Current tax
Hong Kong profits tax
- Current period taxation 2,856 2,595
- Over-provision in prior periods (35) (237)
2,821 2,358

Taxation outside Hong Kong
- Current period taxation 286 259
- (Over)/under-provision in prior periods

(11) 20
3,096 2,637
Deferred tax
Origination and reversal of temporary differences
and unused tax credits (139) (124)
2,957 2,513

Hong Kong profits tax has been provided at the rate of 16.5% (2021: 16.5%) on the estimated
assessable profits arising in Hong Kong for the first half of 2022. Taxation on profits outside
Hong Kong has been calculated on the estimated assessable profits for the first half of 2022
at the rates of taxation prevailing in the countries/regions in which the Group operates.
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A I 5% B PR
(8
15. BT (48)

A £ T Ik B i i A 7= A
KBRS AR A
BRI 57 0 F

(RN ipice

2R3 16.5% (2021 4F:
16.5%) THEAIBLII

HAtE R/ M X B 7 R 1)
N

T RBELZ N

Fi g5 LA AT T 3¢

TR BIR &

FBLIMIR B

Hoths

T AL

SebRBE%

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% (2021: 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

Withholding tax outside Hong Kong

Others

Taxation charge

Effective tax rate
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AR B FAEGHS
2022 4 2021 4

6 H30H 6 H30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
BMEAT WwME T
HK$’'m HK$'m
17,158 15,649
2,831 2,582

66 99

(2) (96)

145 206

(46) (217)

77 52

(114) (113)

2,957 2,513
17.2% 16.1%
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

16. S 16. Dividends
FELHE ARG T
202246 4 30 H 202146 ;1 30 H
Half-year ended Half-year ended
30 June 2022 30 June 2021

3 It 534 R
wrt  WHEAT T EME T
Per share Total Per share Total
HK$ HK$’'m HK$ HK$'m
rhHA R S Interim dividend 0.110 4,735 0.110 4,735

T 202248 A 30 H, # On 30 August 2022, the Board declared an interim dividend of HK$0.110 per ordinary share

BRI S A amounting to approximately HK$4,735 million. This declared interim dividend is not reflected
R 0.110 7T, HHL as a dividend payable in this interim financial information, but will be reflected as an
N 47.35 {270, MER appropriation of retained earnings for the year ending 31 December 2022.

SRR )P SSl B N N R

HRA SRR, (5
FT#HE 2022 412 A 31
H 1k 4 B2 514 B A7 i 4 2>
[
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A2 AR ERAT B H At S R AL
B2+ A H A
LTI

A2 AR ERAT B H At S R AL
TR I — 4 B 1 2 5
1P

Uok: JRAELVHE
- HEr B
- BB
- H=MB

institutions

Cash

Balances with central banks

Placements with central banks maturing within
one month

Placements with central banks maturing between
one and twelve months

Placements with central banks maturing over
one year

Balances with other banks and other financial
institutions

Placements with other banks and other financial
institutions maturing within one month

Placements with other banks and other financial
institutions maturing between one and twelve
months

Placements with other banks and other financial
institutions maturing over one year

Less: Impairment allowances
- Stage 1
- Stage 2
- Stage 3
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Notes to the Interim Financial Information (continued)

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

F- 2022 £ T 2021 4
6 H30H 12 A31H
At 30 June At 31 December
2022 2021
BMEAT VA REWAIT
HK$’m HK$'m
18,341 17,586
148,018 142,560
12,442 12,882
3,518 4,332
1,546 1,156
165,524 160,930
134,866 191,244
47,877 56,430
68,341 35,701
847 624
251,931 283,999
435,796 462,515
(48) (23)
435,748 462,492
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18. DIAPEEALIF AR 18. Financial assets at fair value through profit or loss
M2z ERBE=

Notes to the Interim Financial Information (continued)

F 2022 4 F 2021 4F
6 H30H 12 431 H
At 30 June At 31 December
2022 2021
WREHT Ve ANED b
HK$’'m HK$'m
WS Securities
LGP Trading assets
- PEgR - Treasury bills 17,600 11,548
- fEEE - Certificates of deposit 451 1,506
- HABR SIS - Other debt securities 10,823 10,813
28,874 23,867
- BOES - Equity securities 24 23
- HE - Fund 1 -
28,899 23,890
FoAh a1 73 2 LLAE Other financial assets mandatorily
AR N H 2k 2 G classified at fair value through profit or loss
- PEd - Treasury bills - -
- HARfRSAUESR - Other debt securities 378 1,138
378 1,138
TN LA FAEB TN Financial assets designated
P58 2 S v e at fair value through profit or loss
- fEEGIE - Certificates of deposit - -
- HARfRSAIESR - Other debt securities 788 1,477
788 1,477
W A Total securities 30,065 26,505
HAtbfii s TH Other debt instruments
R T Trading assets 3,000 3,201
e A PEB TN Financial assets designated
08 2 G e at fair value through profit or loss 7,410 15,196
oA 5 45 T H a8 Total other debt instruments 10,410 18,397
40,475 44,902
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18. DIAPEZRMTEAR
mZ SR (82

WES5 A% Fiith e 4328
Wr:

195U M A7 AL
- TR

- TAEBLS LT
- ARk

A IESF
- TEBLT

4
- T L

UEZR B0

UEF5 B4R RAT WA 2 53 2
R

EPPRE

AT AL

AT R &AL
AL

EZR B0

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

Equity securities
- Listed in Hong Kong

Fund
- Listed in Hong Kong

Total securities

Total securities are analysed by place of listing as follows:

Notes to the Interim Financial Information (continued)

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

Total securities are analysed by type of issuer as follows:

Sovereigns

Public sector entities

Banks and other financial institutions
Corporate entities

Total securities
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F 2022 4 F 2021 &
6 H30H 12 431 H
At 30 June At 31 December
2022 2021
WHEAL whE AT
HK$’'m HK$'m
3,874 6,129
1,974 3,253
24,192 17,100
30,040 26,482

24 23

1 -

30,065 26,505

F 2022 F 2021 %

6 H30H 12 H31 H

At 30 June At 31 December
2022 2021
WHEAT Ve ARED A
HK$’'m HK$'m
25,453 20,180

406 748

3,515 4,003

691 1,574

30,065 26,505
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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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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.
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Notes to the Interim Financial Information (continued)

19. Derivative financial instruments (continued)

TR A KA A R T
HF 202246 30 HX
2021 4E12 A 31 HZ A2

The following tables summarise the contract/notional amounts and fair values of each class
of derivative financial instrument as at 30 June 2022 and 31 December 2021:

VEDE LSS
F 202246 A30H
At 30 June 2022
&4/ AP
ERE ¢l Fair values
Contract/
notional = ki
amounts Assets Liabilities
WhEAx WWEAK  WBHEAK
HK$’'m HK$’'m HK$’'m
LEEY Exchange rate contracts
ROHA. 70 39 A 30 o Spot, forwards and futures 227,252 14,915 (10,122)
sy Swaps 1,547,938 24,017 (10,542)
HIRL Options 46,746 183 (105)
1,821,936 39,115 (20,769)
FIR G2 Interest rate contracts
i Futures 99,329 - -
gyl Swaps 1,307,622 19,305 (14,897)
HARL Options - - .
1,406,951 19,305 (14,897)
(Gl ERaEA)] Commodity contracts 22,508 457 (261)
AL 24 Equity contracts 837 15 (13)
3,252,232 58,892 (35,940)
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Exchange rate contracts
Spot, forwards and futures
Swaps
Options

Interest rate contracts
Futures
Swaps
Options

Commodity contracts

Equity contracts
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Notes to the Interim Financial Information (continued)

19. Derivative financial instruments (continued)

F 2021 F12 H 31 H
At 31 December 2021

a4/ ANAE
2 XU Fair values
Contract/
notional B 15t
amounts Assets Liabilities
WwmEsG WmEAT WME T
HK$'m HK$'m HK$'m
203,078 11,728 (7,539)
1,602,631 11,616 (8,422)
40,382 92 (86)
1,846,091 23,436 (16,047)
2,220 1 3)
1,084,835 9,361 (13,321)
567 - -
1,087,622 9,362 (13,324)
13,873 388 (265)
1,459 61 (61)
2,949,045 33,247 (29,697)
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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

Less: Impairment allowances
- Stage 1
- Stage 2
- Stage 3

Advances to banks and other financial institutions
Less: Impairment allowances

- Stage 1

- Stage 2

- Stage 3

Notes to the Interim Financial Information (continued)

F 2022 4 F 2021 4
6 H30H 127 31H
At 30 June At 31 December
2022 2021
WHEAT VI IREWAVIY
HK$’'m HK$'m
520,124 507,578
1,160,490 1,090,811
1,680,614 1,598,389
(5,297) (4,839)
(1,927) (2,406)
(3,857) (2,632)
1,669,533 1,588,512
8,142 7,264

(1) (1

8,141 7,263

550 727

- (3)

550 724
1,678,224 1,596,499

As at 30 June 2022, advances to customers included accrued interest of HK$2,141 million

(31 December 2021: HK$1,892 million).

As at 30 June 2022, advances and other accounts at fair value through other comprehensive
income and mandatorily classified at fair value through profit or loss amounted to HK$10,623
million (31 December 2021: HK$2,757 million) and HK$819 million (31 December 2021: Nil)

respectively.
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

21, IEHHH 21. Investment in securities
F 2022 4 F 2021 4
6 H30H 12 H31H
At 30 June At 31 December
2022 2021
WMHEAT VN REDADIY
HK$’'m HK$'m
PLASPAER AT N A AT Investment in securities at fair value through other
W3S 2 AE 4 % comprehensive income
- FE¥ - Treasury bills 351,280 410,009
- AEFE - Certificates of deposit 36,084 38,059
- HAh RS UE SR - Other debt securities 284,987 406,033
672,351 854,101
- BRABESS - Equity securities 3,190 3,591
675,541 857,692
DL 4% AR T 2 2 IR % Investment in securities at amortised cost
- FEgR - Treasury bills 4 -
- fERKIE - Certificates of deposit 1,205 2,675
- HAh R %5 UESR - Other debt securities 207,808 130,988
209,017 133,663
W IRAE AR Less: Impairment allowances
- BB - Stage 1 (59) (34)
- BB - Stage 2 . -
- BEHE - Stage 3 . -
208,958 133,629
884,499 991,321

155



@ ¥ B 4 £ (mm) A mAT

BANK OF CHINA (HONG KONG) LIMITED

A 35 BB R
(%2)
21, EFEHE (80

WEF R B 4% Filith e 4328
Wr:

PAAPEAR A T N S Al 2 T
W 3 2 E S4BT
FI45AIE SR B A AR
- B L
- TEBUS L
N [ )

JBRAIES

- TAE#ELE

- THEBLUA L
S | )

PAREAR BRA T B AR ZR 85T
FASAES R S AFAE

- TEBLS

- TEBUS L

- JE kT

AR AT 2 ETiESR
LiERIEN

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)

TF- 2022 £ F 2021 4
6 H30H 12H31H
At 30 June At 31 December
2022 2021
WBTEAT whE AT
HK$’'m HK$'m
70,424 100,612
116,140 174,572
485,787 578,917
672,351 854,101
348 347

361 449

2,481 2,795
3,190 3,591
675,541 857,692
11,584 6,478
140,971 73,896
56,403 53,255
208,958 133,629
884,499 991,321
147,928 80,037
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RIS %RIHE  Notes to the Interim Financial Information (continued)

(88)
21, IEAHE (&) 21. Investment in securities (continued)
UEH TR RATHIN 2. Investment in securities is analysed by type of issuer as follows:
SR
F 2022 4 F 2021 &
6 H30H 12 H31H
At 30 June At 31 December
2022 2021
WHEAT whE AT
HK$’'m HK$'m
ERPN Sovereigns 507,778 549,733
A =4-X A Public sector entities 58,510 55,078
HRAT B oA b LA Banks and other financial institutions 233,333 264,163
AR a4 Corporate entities 84,878 122,347
884,499 991,321
22. |HEY 22. Investment properties
FELEE SEEHEE
202246 H30H 2021412 H31H
Half-year ended Year ended
30 June 2022 31 December 2021
WHEAT A IREDAY
HK$’'m HK$'m
T1H1H At 1 January 18,363 18,740
HME Additions 2 233
AFE T Fair value losses (145) (227)
EHSREEYL., B Reclassification to properties, plant and
Jesesg (BfE 23) equipment (Note 23) (86) (383)
FH /7 R At period/year end 18,134 18,363
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)
23. ¥l B R EE 23. Properties, plant and equipment

& BBl
REEZ
Equipment, 1 PR R
B fixtures and  Right-of-use Bt
Premises fittings assets* Total
WHEAT WMEHAT WHEHAT WHEHAT
HK$’'m HK$’'m HK$’'m HK$’'m
F2022%1A1HZ Net book value at
i T v 1 January 2022 43,143 1,323 1,264 45,730
b g Additions 15 101 212 328
MhE Disposals 2 (3) . (5)
Ak Revaluation 235 - - 235
kN EE] Depreciation for the
period (590) (257) (318) (1,165)
I AR R Reclassification from
P 22) investment properties
(Note 22) 86 - - 86
WS ZER Exchange difference (3) (7) (10) (20)
F 202246 H30 Hz Net book value at
JIQIREXIEN 30 June 2022 42,884 1,157 1,148 45,189
2022426 A 30 H At 30 June 2022
FRAS A A A Cost or valuation 42,884 6,961 2,452 52,297
BT IH A Accumulated depreciation
and impairment - (5,804) (1,304) (7,108)
F 202246 H30HZ Net book value at
IQIRER(EY 30 June 2022 42,884 1,157 1,148 45,189
bR B 2 A A The analysis of cost or valuation of the above assets is as follows:
TR :
T 202246 H30H At 30 June 2022
A At cost - 6,961 2,452 9,413
oAb At valuation 42,884 - - 42,884
42,884 6,961 2,452 52,297
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

23. Pk, BEMF R 23. Properties, plant and equipment (continued)

(88)
B [ E
Ko
Equipment, i AL 7=*
= fixtures and Right-of-use Bt
Premises fittings assets* Total
HEMHE AT HEMHE AT HEME AT WwEMHE AT
HK$'m HK$'m HK$'m HK$'m
F2021 %1 A1HZ Net book value at
JIQUIREXIEN 1 January 2021 43,249 1,560 1,695 46,504
HE Additions 40 342 279 661
AE Disposals 4) (11) (41) (56)
Ak Revaluation 628 - - 628
FEEPTIH Depreciation for the year (1,150) (558) (663) (2,371)
B BB Reclassification from
(PHE 225 investment properties
(Note 22) 383 - - 383
R FERE Impairment for the year - (4) _ 4)
TE L7280 Exchange difference (3) (6) (6) (15)
F 2021412 A31HZ Net book value at
JQUIREIEN 31 December 2021 43,143 1,323 1,264 45,730
T 2021412 A 31 H At 31 December 2021
FRAME BN Cost or valuation 43,143 6,951 2,663 52,757
FATHTIH Rk Accumulated depreciation
and impairment - (5,628) (1,399) (7,027)
F 2021412 A 31 Hx Net book value at
JIQIREIEN 31 December 2021 43,143 1,323 1,264 45,730
R A B The analysis of cost or valuation of the above assets is as follows:
TR :
T 2021412 A 31 H At 31 December 2021
Yo AE At cost - 6,951 2,663 0,614
oAb At valuation 43,143 - - 43,143
43,143 6,951 2,663 52,757

* ARG B A B 2 S b AR
PR

* The right-of-use assets of the Group are mainly related to lease of properties.
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RIS %RIHE  Notes to the Interim Financial Information (continued)

(88)

24, HAeh¥r= 24. Other assets
T 2022 4F T 2021 4
6 H30H 12 H31H
At 30 June At 31 December
2022 2021
WREHT A REDA
HK$’'m HK$'m
W a3 7= Repossessed assets 249 151
pitnl Precious metals 11,304 10,207
L™= Intangible assets 1,980 1,952
WAL T B TS 2 Accounts receivable and prepayments 36,626 33,392
50,159 45,702

25. DAAFERATE AR 25. Financial liabilities at fair value through profit or loss
Mz e R

F 20224 F 2021 4F
6H30H 12331 H
At 30 June At 31 December
2022 2021
WHEAT HHE LT
HK$’'m HK$'m
oM Trading liabilities
- ANCE G T K fhi - Short positions in Exchange Fund Bills and Notes
TN 26,384 12,322
FENAAFERLTEA Financial liabilities designated at fair value through
38 2 SRl bR profit or loss
- [l R - Repurchase agreements 79 198
26,463 12,520
T 2022 6 A 30 HX As at 30 June 2022 and 31 December 2021, the carrying amount of financial liabilities
2021 £ 12 A 31 H, designated at fair value through profit or loss was approximately the same as the amount
NS R AN iE that the Group would be contractually required to pay at maturity to the holders.
Z ARG K TRME 5 A
L H T 3HH 2958 AT T
FiH N A 2 7 0 A
K
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Notes to the Interim Financial Information (continued)

26. Deposits from customers

Demand deposits and current accounts
- Corporate
- Personal

Savings deposits
- Corporate
- Personal

Time, call and notice deposits
- Corporate
- Personal

27. Debt securities and certificates of deposit in issue

At amortised cost
- Certificates of deposit
- Senior notes under the Medium Term Note
Programme®
- Senior notes under the Medium Term Note
Programme, with fair value hedge
adjustment®

F 2022 4E F 2021 &
6 H30H 12 431 H
At 30 June At 31 December
2022 2021
WHEAT WME T
HK$’'m HK$'m
204,169 232,188
97,691 97,908
301,860 330,096
515,658 513,896
669,662 680,538
1,185,320 1,194,434
606,577 544,041
313,538 265,791
920,115 809,832
2,407,295 2,334,362

F 2022 & F 2021 &

6 H30H 12 31

At 30 June At 31 December

2022 2021
BMET WwHE AT
HK$’'m HK$'m

- 563

1,777 1,860

1,956 -

3,733 2,423

(i) In July 2021, BOCHK issued RMB1.5 billion senior notes, interest rate at 2.80% per

annum payable semi-annually, due in 2023.

(i) In February 2022, BOCHK issued HK$2 billion senior notes, interest rate at 1.33% per

annum payable semi-annually, due in 2024.
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Notes to the Interim Financial Information (continued)

28. Other accounts and provisions

Other accounts payable and provisions
Lease liabilities
Impairment allowances on loan commitments and
financial guarantee contracts
- Stage 1
- Stage 2
- Stage 3

29. Deferred taxation

F 2022 4E F 2021 4F
6 H30H 12 431 H
At 30 June At 31 December
2022 2021
HHEALT WME T
HK$’'m HK$'m
101,990 57,300
1,152 1,263

440 439

32 51

118 153
103,732 59,206

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”.

T AU AR P 2 A A I The major components of deferred tax (assets)/liabilities recorded in the balance sheet, and
(B /R EAS, the movements during the first half of 2022 and the year ended 31 December 2021 are as
DL HAE20224F |2 4F Jy follows:
B E2021E12H31HIEE
FEZABFWT
JeE A 202246 H 30 H
Half-year ended 30 June 2022
pilipcE gl
S
Accelerated Yl E gL IR
tax Property S#  Impairment FHAth Bit
depreciation revaluation Losses  allowances Others Total
WwWhEAT WhEAT WBhmEAx  WBEEART  WWEAT  BTWEAR
HK$’'m HK$’m HK$’m HK$’m HK$’m HK$’m
F20224E1H1H  At1January 2022 818 6,504 @) (1,127) (752) 5,439
(B¥E) / f¥ic¥e2s  (Credited)/charged to
*£ (15 income statement
(Note 15) (12) (90) 2 (63) 24 (139)
fic / (4¥id) Hfth  Charged/(credited) to
AR other comprehensive
income 31 - (1,203) (1,172)
KAk & PLAFEA4E  Release upon disposal of
TS A A T equity instruments at
2R TR ¥4k fair value through other
comprehensive income - 1 1
TC U ZE RS Fe A Exchange difference and
others 3 1 4
F 202246 H 30 H At30June 2022 806 6,445 (2) (1,187) (1,929) 4,133
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Notes to the Interim Financial Information (continued)

29. Deferred taxation (continued)

SAEGEEE 2021 4212 A 31 H
Year ended 31 December 2021

g Ie
B
Accelerated Wl = AR HE %
tax Property S Impairment ot Jsery
depreciation revaluation Losses allowances Others Total
EMEA WA WA WA EmEGT HMHE I
HK$'m HK$'m HK$'m HK$'m HK$'m HK$'m
F202141H1H  At1January 2021 793 6,511 (15) (1,152) (454) 5,683
ffd / (BFid) Wegk  Charged/(credited) to
* income statement 25 (105) 10 23 (22) (69)
iid / (B¥id) HAh  Charged/(credited) to
AT AR other comprehensive
income 98 - (276) (178)
V5820 % HoAth Exchange difference and
others 1 2 - 3
F20214:12 H 31 H At 31 December 2021 818 6,504 (4) (1,127) (752) 5,439

2 1 UM WK LA B
T3 7 55 B LI 5 £
B » T35 SE RS I % () — A
B, M APREAS BB
45 JE B I B8 7 5 33 I A I
G f5t ELAARE . N AT
ffik WA 2 8, Bt
NI B HRAH:

3 JE R I
5 IR I G A5

Deferred tax assets and liabilities are offset on an individual entity basis when there is a
legal right to set off current tax assets against current tax liabilities and when the deferred
taxation relates to the same authority. The following amounts, determined after appropriate
offsetting, are shown in the balance sheet:

Deferred tax assets
Deferred tax liabilities
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F 2022 T 2021 4¢
6 H30H 12 31 H
At 30 June At 31 December
2022 2021
WTMEAT WMAE T
HK$’'m HK$'m
(222) (192)

4,355 5,631
4,133 5,439
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

29. BB (52 29. Deferred taxation (continued)
F 2022 £ T 2021 4
6 530H 124 31H
At 30 June At 31 December
2022 2021
WHEAT NTREPA
HK$’'m HK$'m
HRERIEE P Gt 12 Deferred tax assets to be recovered after more than
A H EED twelve months (149) (153)
RERIUG AR Gt 12 Deferred tax liabilities to be settled after more than
A HJE3AH twelve months 6,199 6,326
6,050 6,173
F 2022 6 H 30 HX As at 30 June 2022 and 31 December 2021, the Group has no unrecognised deferred tax
2021 412 A 31 H, &% assets in respect of tax losses. All of the amount for the Group has no expiry date under
[ TE A% Hff W\ 328 S o TR 5 = the current tax legislation in different countries/regions.

RS T I AR B K
/ X I BAT BB, A< 4R 1]
HIA RGBT R HIIR .
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Notes to the Interim Financial Information (continued)

30. Share capital

Issued and fully paid:
43,042,840,858 ordinary shares

AT HABATE  31. Other equity instruments of the Bank

Ak EEARE BRI — 2R
BT

T 2018 4 9 1, il
RAT 30.00 123K TGk EE:
IE RIRIRP A — H R A
S BT Kk B
W, ABLEEREPIH, £
FLEE A AN TR (] o H AT )2
BB 5.90%, BFP4AEX
=, HREF A AT
A R e R 75 O SOA 2
B 2022 F b
AR TR FFHEREN
kT 6.93 1276(2021 4 L
AE: HiT 6.88 1270).

Undated non-cumulative subordinated Additional
Tier 1 capital securities

F 2022 & F 2021 4

6 H30H 12 A31H
At 30 June At 31 December
2022 2021
WHEAT VA REWA I
HK$’'m HK$'m
43,043 43,043

F 2022 & F 2021

6 H30H 12 431 H
At 30 June At 31 December
2022 2021
WHEAL whmE AT
HK$’'m HK$'m
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 2022 amounted to HK$693 million (first half of 2021: HK$688 million).
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RIS %RIHE  Notes to the Interim Financial Information (continued)

(%8)

32. MELEEIEWER  32. Notes to condensed consolidated cash flow statement

(a) EEBHERBINEE (a) Reconciliation of operating profit to operating cash (outflow)/inflow before
W&z (T /®mA taxation
a3
FELHEE PARLHE
2022 & 2021 4
6 H30H 6 A30H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WHEAL W E T
HK$’'m HK$'m
ZE A Operating profit 17,318 15,651
EENSE Depreciation and amortisation 1,487 1,483
TRAEAE AR & Net charge of impairment allowances 1,696 1,185
Y7 DIR[0 4R Unwind of discount on impairment allowances (25) (13)
U 2 DRk (BRI IEl Advances written off net of recoveries
HHD (262) (94)
ST 2 RS Interest expense on lease liabilities 19 21
JREFIH B 3N Change in balances and placements with banks
HUT R FEAR RN 2 and other financial institutions with original
ghiR KR IAAE I A 3 maturity over three months (14,652) (715)
PAA AR ARG T N A5 25 Change in financial assets at fair value through
Z a2 AR E) profit or loss 423 10,009
fiiE4m TR AR5 Change in derivative financial instruments (19,402) (7,780)
B FAIK I 2 AE 5 Change in advances and other accounts (82,926) (248,410)
UEF T 2 A5 Change in investment in securities 46,413 (76,909)
HAb B = 2 AR ) Change in other assets (4,436) (76,811)
BT R FEAR SR 2 Change in deposits and balances from banks
PR R R 2 5] and other financial institutions (171,782) 5113
DL PAE AR A F s Change in financial liabilities at fair value
Z &R A2 E) through profit or loss 13,943 (7,306)
BPAERZ AR E) Change in deposits from customers 72,933 499,017
CRATH S F A7 3K Change in debt securities and certificates of
WE2Z A5 5 deposit in issue 1,310 (348)
FLAh K 0 K i % 2 A5 Change in other accounts and provisions 44,685 11,922
ILHRAR ) 2 R Effect of changes in exchange rates 12,249 (541)
BERTEEMEZ G Operating cash (outflow)/inflow before taxation
HY /A (81,009) 125,474
ZE S 2 PE T Cash flows from operating activities included
2k
- A S - interest received 21,443 18,108
- OATFLE - interest paid 5,879 4,219
- DR E - dividend received 33 42
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Notes to the Interim Financial Information (continued)

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

BHE (82

(b) & XFRUETE S
B

VA7 B 4 B JE R 39
fE 3 A H WL
17 S A 4L K
2R B

FEMH 234 H 2
e AT RS
5 1R
- UATAEA

A2 4
i

- BT

(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- 2022 £ T 2021 4

6 H30H 6 A 30H
At 30 June At 30 June
2022 2021
BHEAT WwME T
HK$’m HK$'m
380,366 504,702
14,457 12,833
36,754 60,389
431,577 577,924
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Notes to the Interim Financial Information (continued)

33. Contingent liabilities and commitments

The following is a summary of the contractual amounts of each significant class of contingent
liability and commitment and the aggregate credit risk-weighted amount and is prepared with
reference to the completion instructions for the HKMA return of capital adequacy ratio.

Direct credit substitutes

Transaction-related contingencies

Trade-related contingencies

Commitments that are unconditionally cancellable
without prior notice

Other commitments with an original maturity of
- up to one year
- over one year

Credit risk-weighted amount

F 2022 4E F 2021 4
6 H30H 12 31 H
At 30 June At 31 December
2022 2021
WHEAT WME I
HK$’'m HK$'m
1,199 1,338
28,621 30,075
20,761 25,815
518,514 528,966
22,117 15,665
155,314 174,623
746,526 776,482
77,937 83,704

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

The amount is dependent upon the status of the counterparty and the maturity characteristics

of each type of contract.
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34. FAKIE 34. Capital commitments
AL R T A A0 45 3 The Group has the following outstanding capital commitments not provided for in this interim
b R £ 2 B AR HH 5 A financial information:
F:
F 2022 £ F 2021 &
6 430H 12 431 H
At 30 June At 31 December
2022 2021
WMEAT whE AT
HK$’'m HK$'m
Ot e RS AR % Authorised and contracted for but not provided for 259 183
O EH R AE 2 Authorised but not contracted for 222 119
481 302
DL 5 A 7 K 4 K The above capital commitments mainly relate to commitments to purchase computer
T\ R A S 3, DA equipment and software, and to renovate the Group’s premises.
M A 2 B 348 TR
Z KA,
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(82

35. £EMRE AN 35. Operating lease commitments
fERHFLA As lessor
IR 2 2 E T A The Group has contracted with tenants for the following future minimum lease receivables
2y, NIAAERSMER under non-cancellable operating leases:
WEHZARKAE R i
RIS 4
TF- 2022 £ T 2021 4E
6 H30H 12 431 H
At 30 June At 31 December
2022 2021
BHEAT WwME I
HK$’'m HK$'m
LN Properties and equipment
- A 1R - Not later than one year 420 488
-1&E24F - One to two years 243 245
- 2B 3 - Two to three years 85 103
- 3% 44 - Three to four years 10 16
- 4E 54 - Four to five years 2 5
760 857
AL L2 E 5T SR The Group leases its investment properties under operating lease arrangements, with leases
WY FLGTAE I typically for a period from one to three years. The terms of the leases generally require the
H14EE 34, A% tenants to pay security deposits and provide for rent adjustments according to the prevailing
M EDR AR IRAS RS . T market conditions upon the lease renewal.
SRFRLN, NS THZ
PRI T R A 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.

171



@ ¥ B 4 £ (mm) A mAT

BANK OF CHINA (HONG KONG) LIMITED

HR A 5 BB BRI

(%8)

36. AR E (8

JAELEE R
202246 A 30 H

FRIEHON /- GCHD

- bk
- Bkgs

RSB AN /
G

A MR
FAAATEAE TSR
i il TR0
Fofth b T B 2 vk

7D
HARZE YN

FIURARE RIS
LLON

R{FERE (R /
E74C

R =L N

ZEC

ZOERF

PRYMVALE / AVE
IR TR

AbE / FAGME, 256
VL4 8 FAE L

LI A ] B A Al
Z Bt

KRR

F 202246 A30H
&=

oy
B A7 B el
B

pdi

53 Hl Ff5

PELEEE
20224¢6 A 30 H

FoAl R
BRI
7 I R A

36. Segmental reporting (continued)

Half-year ended
30 June 2022

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/(loss) on other
financial instruments

Other operating income

Net operating income
before impairment
allowances

Net (charge)/reversal 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 2022

ASSETS

Segment assets

Interests in associates and
joint ventures

LIABILITIES
Segment liabilities

Half-year ended
30 June 2022

Other information

Capital expenditure

Depreciation and
amortisation

Notes to the Interim Financial Information (continued)

MNGUT VAT
Personal  Corporate %% HAth, Nt BHH &h
Banking Banking Treasury Others Subtotal Eliminations  Consolidated
BHEAT WHEAT WHEAT  BWEAT BTEAT WHET WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
2,063 5,696 4,660 1,004 13,423 - 13,423
1,884 (223) (1,506) (155) - - -
3,947 5,473 3,154 849 13,423 - 13,423
3,232 2,433 (104) 580 6,141 (150) 5,991
511 834 7,209 354 8,908 (1) 8,907
- - (106) - (106) - (106)
- 4 (2,033) - (2,029) - (2,029)
13 1 21 885 920 (586) 334
7,703 8,745 8,141 2,668 27,257 (737) 26,520
(111) (1,590) (1) 6 (1,696) - (1,696)
7,592 7,155 8,140 2,674 25,561 (737) 24,824
(4,501) (1,662) (567) (1,513) (8,243) 737 (7,506)
3,091 5,493 7,573 1,161 17,318 - 17,318
- - - (145) (145) - (145)
(1) - - (1) (2) - (2)
(11) - - (2) (13) - (13)
3,079 5,493 7,573 1,013 17,158 - 17,158
546,217 1,101,146 1,633,332 174,062 3,454,757 (30,540) 3,424,217
622 - - 52 674 - 674
546,839 1,101,146 1,633,332 174114 3,455,431 (30,540) 3,424,891
1,238,937 1,153,979 640,808 109,838 3,143,562 (30,540) 3,113,022
1 5 - 664 680 - 680
617 152 52 676 1,497 (10) 1,487
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BANK OF CHINA (HONG KONG) LIMITED

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
instruments

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 31 December 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)

A NEUT AMARAT
Personal Corporate L% Hoth T ALY e
Banking Banking Treasury Others Subtotal Eliminations  Consolidated
wmEe wmEe BmEe Emase EmEaT WMHE AT EME T
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
533,841 1,031,942 1,732,891 174,568 3,473,242 (30,954) 3,442,288
633 - - 54 687 - 687
534,474 1,031,942 1,732,891 174,622 3,473,929 (30,954) 3,442,975
1,203,126 1,100,321 753,732 110,645 3,167,824 (30,954) 3,136,870
9 - - 477 486 - 486
635 147 54 657 1,493 (10) 1,483
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Notes to the Interim Financial Information (continued)

37.

38.

Assets pledged as security

As at 30 June 2022, the liabilities of the Group amounting to HK$19,146 million (31 December
2021: HK$12,788 million) were secured by assets deposited with central depositories to
facilitate settlement operations. In addition, the liabilities of the Group amounting to
HK$63,276 million (31 December 2021: HK$88,268 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$86,272 million (31 December 2021: HK$103,349 million)
mainly included in “Financial assets at fair value through profit or loss” and “Investment in
securities”.

In addition, the Group also pledges securities for derivative transactions. These assets
continue to be recorded on the balance sheet. As there is no direct relationship between the
securities pledged and the associated liabilities, the amounts are not disclosed.

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. FEFXREALR 38. Significant related party transactions (continued)
& (8

(a) 5®BAHE KEFAH (a) Transactions with the parent companies and the other companies
i) 2 FHoAth 2 W) 3 controlled by the parent companies (continued)
TS (88
A B AE IEH O 55 The Group enters into banking transactions with these entities in the normal course of
55 1 S5 S AR 3 AT RAT business which include loans, investment securities and money market transactions.
W55 5, BFEHEEK
E S5 8t ) 1 i
LYo
K4y 5 b B RAT 3 The majority of transactions with BOC arise from money market activities. As at 30 June
TR GIEB R M 2022, the Group’s related aggregate amounts due from and to BOC were HK$148,700
WiEsh. T 2022 4 6 million (31 December 2021: HK$191,797 million) and HK$133,021 million (31
H 30 H, A%EHMx December 2021: HK$245,648 million) respectively. The aggregate amounts of income
RS K B A A AR AT and expenses of the Group arising from these transactions with BOC for the first half of
RIS T s T 2022 were HK$505 million (first half of 2021: HK$760 million) and HK$770 million (first
1,487.00 127t (2021 half of 2021: HK$118 million) respectively.

12 331 H: #E
1,917.97 4¢.70) K i
1,330.21 fz7t (2021
12 J1 31 H: W
2,456.48 1.75). 2022
F b 5 FHARLT
AU S 55 5 A
e AN B S
Byl 5.05 12
JG (2021 4F bAR:

W 7.60 12700 Kk
M 7.70 1275 (2021 4
ERAE W 118 12

J6).

F 202246 730 H, As at 30 June 2022, the related aggregate amounts due from and to subsidiaries of
2 A AH % IR K% 8L BOC were HK$1,513 million (31 December 2021: HK$1,113 million) and HK$12,109
e B4R AT T A F 3K million (31 December 2021: HK$10,139 million) respectively.

T B s T
15.13 {275 (2021 4
12 A 31 H: #mM
1113 275> KM
121.09 127t (2021 4F
12 A 31 H: #mM
101.391270)-

5 ERATER A Other transactions with companies controlled by BOC are not considered material.
A LA E RS .
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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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38. FEFXREALR 38. Significant related party transactions (continued)

5 (&)

(c) ERAKREAF. B
EAF aRe K
HiAREANLE
1E #2575 B P 3
TG HHE

HAREW 2 R &M E
AT BREAEL AT
Y SN LR ESUN
TR A RENT
A BN
/SO BB AR o
T

Weas i H
[ 2R B S 2 )
- HRgs 3 A4
L ON
HRE v |l KA Bt Al
- AR E

Hofhf RiEN L
- HRgs 3 A4
LYON

e i R
B AT R A
- P

I
N

|4

&>

Notes to the Interim Financial Information (continued)

(c) Summary of transactions entered into during the ordinary course of

business with a fellow subsidiary, associates, joint ventures and other

related parties

The aggregate income/expenses and balances arising from related party transactions
with a fellow subsidiary, associates, joint ventures and other related parties of the Group

are summarised as follows:

Income statement items
Fellow subsidiary
- Fee and commission income

Associates and joint ventures
- Other operating expenses

Other related parties
- Fee and commission income

Balance sheet items
Associates and joint ventures
- Deposits from customers

177

YELEHE PR R
202246 F 30 H 202146 A 30 H
Half-year ended Half-year ended
30 June 2022 30 June 2021
WMHEAT whE AT
HK$’'m HK$'m

530 451

36 35

6 7

F 2022466 430H

T 2021412 31 H

At 30 June At 31 December
2022 2021
WHEAT VG HTREDAI
HK$’'m HK$'m

24 120
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Notes to the Interim Financial Information (continued)

38. FEFREALR 38. Significant related party transactions (continued)
5 (88)

(d) FERBEAR

TERENREHER
6 8 B ] A A
B3 B SRR Hi
SREEREENS 2
PNE SO = T
BN R AREERIAEIE
AR L IR e et
i 2 N RO AR T
FRPLBEF A LR BE
THIA L], A5
A5 ARAT S H
BERAFR 2 EEH R
NREHARENL
BEATE KA 5

B3V N
/I

I S HAb R 51 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:

PEEER PAEGESA

2022 4 2021 4=
6 330H 6130H
Half-year ended Half-year ended
30 June 30 June
2022 2021
WREEAT EMHE AT
HK$’m HK$'m
Salaries and other short-term employee
benefits 17 18
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39. IBOR reform

Notes to the Interim Financial Information (continued)

The Group is exposed to different interbank offered rates, predominantly US Dollar LIBOR.
The following table contains details of financial instruments that the Group holds as at 30
June 2022 and 31 December 2021 which reference LIBOR and have not yet transitioned to

an alternative interest rate benchmark:

Non-derivative financial assets
Non-derivative financial liabilities

Derivative contract/notional amounts

Non-derivative financial assets
Non-derivative financial liabilities

Derivative contract/notional amounts

F 202246 A30H
At 30 June 2022

MR EREREN RSB TE
Financial instruments yet to
transition to alternative
benchmarks

FTABRAT RN
e Hfio>
USD LIBOR Others*

WMHEAT WMHEAT
HK$’'m HK$’'m

206,626 -
628 -

486,941 -

F 2021412 H 31 H
At 31 December 2021

i AR O B AR R I il TR
Financial instruments yet to
transition to alternative

benchmarks
FTu A0 ERAT Ak
RE Hofn*
USD LIBOR Others*
whE AT whE AT
HK$'m HK$'m
183,073 23,227
626 -
501,140 -

" Comprises financial instruments referencing other significant benchmark rates yet to transition to

alternative benchmarks (GBP LIBOR and JPY LIBOR).
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RIS %RIHE  Notes to the Interim Financial Information (continued)
(%)

40. HERFRMEA 40. International claims

LU #7 T5 2 I8 A5 G I B The below analysis is prepared with reference to the completion instructions for the HKMA
AT B 2 & E Rk return of international banking statistics. International claims are exposures to counterparties
B fE R T R . [ B on which the ultimate risk lies based on the locations of the counterparties after taking into
FA % HR 2 5 5 T B 7 b account the transfer of risk, and represent the sum of cross-border claims in all currencies
TN R % 5 BASE 5 %t and local claims in foreign currencies. For a claim guaranteed by a party situated in a location
T2 B 2 ARG 7 HH B b 3R different from the counterparty, the risk will be transferred to the location of the guarantor.
oA, HEREES A B For a claim on an overseas branch of a bank whose head office is located in another location,
T 22 B H IR AT AL S A 2 the risk will be transferred to the location where its head office is located.

SATRIAL. BRI A LR
NFIE L5 58 5 % F T 72
AT, U PR A e B
HERNZ FTE. 36T
JBRAT A AT, HR
W4 2 e B BAZARAT 2 1

TR .
AR HE K / HiX Claims on individual countries/regions, after risk transfer, amounting to 10% or more of the
H O AR 5 T aggregate international claims of the Group in either period/year end are shown as follows:
— AR /AR 1 R AL
ST 10%E L 22 R
T
F20224:6 530 H
At 30 June 2022
JERAT RN
Non-bank private sector
1200
SRHLH e
BN Non-bank FANLE
RAT Official financial Non-financial At
Banks sector institutions private sector Total
WHEAT WHEAT BHEAT WHEAT WHEAT
HK$’'m HK$’'m HK$’'m HK$’'m HK$’'m
A1 [ Py Hb Chinese Mainland 346,123 153,825 14,088 104,195 618,231
HHE Hong Kong 8,941 1,585 41,606 370,689 422,821
HA Japan 17,692 196,461 1,809 1,782 217,744
EH United States 10,747 129,003 16,708 8,129 164,587
F 202112 431 H
At 31 December 2021
FEERAT R AN
Non-bank private sector
HEARAT
SR et
BT Non-bank VNGRS
AT Official financial ~ Non-financial M
Banks sector institutions  private sector Total
WMHE T WMHA T EMHEAIT HEME T HME I
HK$'m HK$'m HK$'m HK$'m HK$'m
o [ A i Chinese Mainland 407,418 145,740 18,917 118,450 690,525
HHE Hong Kong 28,881 1,471 39,256 367,349 436,957
HA Japan 13,073 172,186 1,334 2,340 188,933
% United States 10,149 145,486 15,460 13,836 184,931
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(88)
41. FEHRITHAHRE A  41. Non-bank Mainland exposures
H

X AEHRAT 3 5 % F P L
A 2% KBS A HH 2 0 M1 T 5
TBA 3L % 2 &% R
R I A R BT B Z AL
28 50 B B X I 28031
2. MEARFALT K AR A

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.

)& 7 F AL 2 N R
PECiE IS
T 20226 H30H
At 30 June 2022
B AR B AR
HER RAM RIM
HRETH KK KK
ltems in On-balance Off-balance &R [S&IH
the HKMA sheet sheet Total
return exposure exposure exposure
WhMEHAX WHEATL WBHEAT
HK$’'m HK$’'m HK$’'m
RREUE . T RBURREE R Central government, central
WLt HIEA R A% government-owned entities and their
il subsidiaries and joint ventures 1 372,720 35,856 408,576
7 EUR . Hi TR G Local governments, local government-
B FCB 2 =] R & % owned entities and their subsidiaries
a4 and joint ventures 2 83,815 5,768 89,583
b £ 45 P B Rk A 7E3S  PRC nationals residing in Mainland or
PIEMRIALAE . LR & other entities incorporated in
A G Al Mainland and their subsidiaries and
joint ventures 3 129,428 21,461 150,889
NuFEE EiREE—mirh ey Other entities of central government
JF A R Al LR not reported in item 1 above 4 27,147 2,027 29,174
A FEE FIRE Wit gk Other entities of local governments
P ) AL not reported in item 2 above 5 1,203 23 1,226
v [E 451540 R ERZE R 4N PRC nationals residing outside
ALK, TSN Mainland or entities incorporated
Eiy outside Mainland where the credit is
granted for use in Mainland 6 75,090 6,524 81,614
HAh 2z 5wt Fi H XK 7&$H  Other counterparties where the
B AR 9 AR ERAT B Pt RS exposures are considered to be
FRHH non-bank Mainland exposures 7 1,964 - 1,964
Mt Total 8 691,367 71,659 763,026
FIRkAE £ 45 5 B 0 77 R0 Total assets after provision 9 3,356,758
e fEFE N X% &4 On-balance sheet exposures as
o RE A b percentage of total assets 10 20.60%
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41. JERITHRIAMXIEA 41, Non-bank Mainland exposures (continued)
#(8)

Notes to the Interim Financial Information (continued)

F2021 412 H31H
At 31 December 2021

BErE A ot BErE A ot
L 32k KHM
WETH R AR X
Items in On-balance  Off-balance & X K&H
the HKMA sheet sheet Total
return exposure exposure exposure
BHELG  WHHELG BHELT
HK$'m HK$'m HK$’'m
RREUE . T RBUREE R Central government, central
Mk, HfEA R A& government-owned entities and their
Al subsidiaries and joint ventures 1 391,272 28,052 419,324
5 EUM . UG Local governments, local government-
Bk FoBf I8 A =) e ot owned entities and their subsidiaries
Al and joint ventures 2 78,458 10,669 89,127
b [E 455 4 B R B 7ESE - PRC nationals residing in Mainland or
WVEM AL . HFHEA other entities incorporated in
F AT A Mainland and their subsidiaries and
joint ventures 3 128,755 26,084 154,839
NMuFEE FiREE—mirh ey Other entities of central government
JF A R Al LR not reported in item 1 above 4 28,200 1,333 29,533
A FEE FIRE Wit 7Bk Other entities of local governments
IR B AL not reported in item 2 above 5 1,001 7 1,008
v [E 481540 B R BR7E RS 4T PRC nationals residing outside
ALK, TSN Mainland or entities incorporated
Ein outside Mainland where the credit is
granted for use in Mainland 6 74,082 12,916 86,998
HAh 2z 5t Fi H XK 7&$H  Other counterparties where the
B 9 AR ERAT B P RS exposures are considered to be
7R non-bank Mainland exposures 7 3,713 - 3,713
Mt Total 8 705,481 79,061 784,542
FIRRHE % 43 5 1 B A Total assets after provision 9 3,372,961
W AR RN K &8 On-balance sheet exposures as
o P RE 4 b percentage of total assets 10 20.92%
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Notes to the Interim Financial Information (continued)

42. Compliance with HKAS 34

43.

The unaudited interim financial information for the first half of 2022 complies with HKAS 34
“Interim Financial Reporting” issued by the HKICPA.

Statutory accounts

The financial information relating to the year ended 31 December 2021 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 2021 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 Bl Additional Information

1. & (BN (3#E) 1. Compliance with the Banking (Disclosure) Rules
FUI )

KRG 2RISR & This unaudited Interim Report complies with the applicable requirements set out in the Banking
e CRATIZBI) TR (4R (Disclosure) Rules under the Banking Ordinance.
1Tl (BEEE) By AR

2. WEHE 2. Regulatory Disclosures

B FERA TSR The Regulatory Disclosures, together with the disclosures in this Interim Report, contained all
N, CEIIEERM  the disclosures required by the Banking (Disclosure) Rules and Financial Institutions
iz CGBRATIE (B S (Resolution) (Loss-absorbing Capacity Requirements — Banking Sector) Rules issued by the
K (&RHE GEENLHD (% HKMA. The Regulatory Disclosures is available under the section “Regulatory Disclosures” on
W HAE I IE—RITHD M BOCHK’s website at www.bochk.com.

WY BRI ETE PR . A B

AN R R T

www.bochk.com H [ I %

] AT
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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 67 to 183, 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 2022 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 notes, comprising significant accounting policies and other explanatory information. 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 2022
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Appendix

Subsidiaries of the Bank

The particulars of subsidiaries are as follows:

VM / B
HREEH
Place and date of BERTHA FEWE
B incorporation/ Issued FAMAE Principal
Name operation share capital Interest held activities
FARERR (HBR HIRAF Hhs 565,000,000 #70 100.00% {5 <Rk
BOC Credit Card (International) Limited 198049 H 9 H HK$565,000,000 Credit card
Hong Kong services
9 September 1980
FAREAGIEAF R A A HHs 200,000,000 # 7T 66.00% #HEEEK
BOC Group Trustee Company Limited 1997 £12 H 1 H HK$200,000,000 Investment
Hong Kong holding
1 December 1997
R E B g E RS FE A R A F itk 300,000,000 # 76 42.24%* (E5FEIRSS
BOCI-Prudential Trustee Limited 1999 410 H 11 H HK$300,000,000 Trustee services
Hong Kong
11 October 1999
ok G A EARAT =5 JiTRA 760,518,480 100.00% 4475
Bank of China (Malaysia) Berhad 2000 £ 4 1 14 H BP SRR S5 Banking business
Malaysia RM760,518,480
14 April 2000
China Bridge (Malaysia) Sdn. Bhd. = i A 1,000,000 100.00% 323 rfr [H 240F
2009 4E 4 A 24 H ISR PG AR T R China visa
Malaysia RM1,000,000 application
24 April 2009
FERAT (RED B ERAE = 10,000,000,000 Z&%k 100.00% R4k %5
Bank of China (Thai) Public Company 20144 H1H Baht10,000,000,000 Banking business
Limited Thailand
1 April 2014
FEMRAT (FIB) REAERAF s 2 #IT 100.00% {3 AMRS
Bank of China (Hong Kong) Nominees 198510 H 1 H HK$2 Nominee services
Limited Hong Kong
1 October 1985
FERAT (B FICERAH s 3,000,000 #5570 100.00% {546 ARHERSS
Bank of China (Hong Kong) Trustees 1987 £ 11 H 6 H HK$3,000,000 Trustee and
Limited Hong Kong agency
6 November 1987 services
FARERIRS (BT ARAR™ i M A 100.00% &mhEiERsS
BOC Financial Services (Nanning) 20192 H19 H 60,000,000 ¥t Financial
Company Limited** PRC Registered capital operational
19 February 2019 HK$60,000,000 services
AR BRH (RYID HRRAR i M A 100.00% #lvFef

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

ARG BRI RS (RYID R w*

BOCHK Information Technology Services

(Shenzhen) Co., Ltd.**

1990 -4 H 16 H
PRC
16 April 1990

SR

1993 45 H 26 H
PRC

26 May 1993

187

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

MR
40,000,000 #5756

Registered capital
HK$40,000,000

100.00%

Property holding

5 BHARMSS

Information
technology
services
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Appendix (continued)

Subsidiaries of the Bank (continued)

R /B
MK B
Place and date of BERITBA EEE

2 incorporation/ Issued ¥AEME Principal

Name operation share capital _Interest held activities

FA R TS5 B A i 335,000,000 # 7t 100.00%  #g4 3K3E K

Po Sang Financial Investment Services 1980 49 A 23 H HK$335,000,000 W

Company Limited Hong Kong Gold trading and
23 September 1980 investment
holding

FHEUFARA A FHhs 335,000,000 # 7t 100.00% {EFk 5%

Po Sang Securities Limited 1993 4210 A 19 H HK$335,000,000 Securities
Hong Kong brokerage
19 October 1993

R EIEA R AR s 3,000,000 #:7T 100.00% {SHLARSS

Sin Hua Trustee Limited 1978 £ 10 H 27 H HK$3,000,000 Trustee services
Hong Kong
27 October 1978

Billion Express Development Inc. JLR AR S 1370 100.00% &=
20142 H7H US$1 Investment
British Virgin Islands holding
7 February 2014

Billion Orient Holdings Ltd. JLRAER S (= 100.00% %=
2014 %2 H 3 H US$1 Investment
British Virgin Islands holding
3 February 2014

Elite Bond Investments Ltd. JLR AR S (= 100.00% %=
20142 H7H US$1 Investment
British Virgin Islands holding
7 February 2014

Express Capital Enterprise Inc. JLRAER S (= 100.00% %=
2014 %2 H 3 H US$1 Investment
British Virgin Islands holding
3 February 2014

Express Charm Holdings Corp. B RS 1350 100.00% ¥z
20142 H7H US$1 Investment
British Virgin Islands holding
7 February 2014

Express Shine Assets Holdings Corp. B R 1350 100.00% ¥z
2014 %1 H 3 H US$1 Investment
British Virgin Islands holding
3 January 2014

Express Talent Investment Ltd. JLR AR S (= 100.00% %=
2014 42 H 13 H US$1 Investment
British Virgin Islands holding
13 February 2014

Gold Medal Capital Inc. PR RS 13%70 100.00% F&&HE=H
201441 H3H Us$1 Investment
British Virgin Islands holding
3 January 2014
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KEATZ B AT (8 Subsidiaries of the Bank (continued)

A/ B
ARAM
Place and date of ERITHRA FEWE

2R incorporation/ Issued FEMA Principal

Name operation share capital _Interest held activities

Gold Tap Enterprises Inc. PR MIR TS 125¢ 100.00% iz
201442 A 13 H US$1 Investment
British Virgin Islands holding
13 February 2014

Maxi Success Holdings Ltd. PRI R RS 170 100.00% Fig¥m
20142 A 7H US$1 Investment
British Virgin Islands holding
7 February 2014

Smart Linkage Holdings Inc. PR AR RS 170 100.00% Frig¥m:
201442 A 13 H US$1 Investment
British Virgin Islands holding
13 February 2014

Smart Union Capital Investments Ltd. SRR Y 1%E50 100.00% Fig¥m
201441 A 3H US$1 Investment
British Virgin Islands holding
3 January 2014

Success Trend Development Ltd. YRR RS 1250 100.00% FEig¥me
201442 A 18 H US$1 Investment
British Virgin Islands holding
18 February 2014

Wise Key Enterprises Corp. YRR RS 1250 100.00% Fig¥m
201442 18 H US$1 Investment
British Virgin Islands holding
18 February 2014

* R AR BR o E R E FE A R A 7 * BOCI-Prudential Trustee Limited is a subsidiary of a non-wholly-owned subsidiary of the Bank and,

NARTR T —RECHEMEL accordingly, is accounted for as a subsidiary by virtue of the Bank’s control over it.

AR AT, FEAEARAT %
NEIFERIRG %A FIBAAA
HATHIHB AT

** FE AR E A BR ST A ** |t is registered as limited liability company in the PRC.
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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

“ASEAN” The Association of Southeast Asian Nations

“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

“CET1” 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

“FvocCI” 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” or
“HKSAR”

Hong Kong Special Administrative Region of the PRC

“IBOR reform” Interest Rate Benchmark reform

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

“m 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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