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KEY CAPITAL RATIOS

Common Equity Tier 1 ("CET1") Capital Ratio

CET1 Capital

Risk-weighted amount

CET1 Capital Ratio

Tier 1 Capital Ratio

Tier 1 Capital

Risk-weighted amount

Tier 1 Capital Ratio

Total Capital Ratio

Total Capital

Risk-weighted amount

Total Capital Ratio

Leverage Ratio

Tier 1 Capital

Exposure Measure

Leverage Ratio

Amount
(in HKD'000)

523,396

1,621,940

523,396

1,621,940

546,675

1,621,940

523,396

2,401,991

Ratio

(%)

32.27%

32.27%

33.71%

21.79%
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Table OVA: Overview of risk management

Policies and Procedures

The Bank has established policies and procedures to identify and analyse key risks facing the
Bank, to set appropriate risk limits and to devise controls, and to monitor such risks and limits
continually by means of reliable and up-to-date management and information systems. The
Bank continually modifies and enhances its risk management policies and systems to reflect

changes in markets, products and best practice risk management processes.

Board level committees

The Board of Directors has established two board level committees, namely the Board Risk

and Compliance Committee and the Board Audit Committee.

The Board Risk and Compliance Committee is responsible for, among other things, the Bank’s
risk profile, risk appetite and tolerance, effectiveness of the risk management framework and

systems of internal control and compliance.

The Board Audit Committee is to represent and assist the Board of Directors in providing
independent review and monitoring of financial reporting process, internal control system,

the internal and external audit process and compliance with regulatory requirements

Specialized management committees

The Board of Directors has also established several specialised management committees,
namely the Risk and Compliance Management Committee, Credit Committee, Asset and

Liability Committee, IT Steering Committee and Human Resources Committee.

The Risk and Compliance Management Committee is entrusted with the task of putting in
place systems and procedures that address the prevention of risks emerging or likely to
emerge. The Committee identifies all quantifiable and material risk factors and evaluates the
adequacy of organisational policies and procedures to manage the risks effectively. The
Committee is also responsible for monitoring and reviewing regulatory compliance within the
institution.



Table OVA: Overview of risk management

The Credit Committee is responsible for building and maintaining an infrastructure that
promotes growth of a quality loan portfolio and minimises losses within the constraints of
established policies and relevant regulations. The Committee approves credit limits up to a

defined threshold. It also determines and maintains adequate loan loss allowances.

The Asset and Liability Committee’s principal responsibility is to maintain an effective risk
control framework relating to balance sheet structure, liquidity and capital management and
market risks while achieving an optimal return. The Committee recommends policy directives
to the Board of Directors and provides analytical services relating to funding and investment
strategies.

The IT Steering Committee is responsible for authorisation of system changes, review of
computer hardware/software security and performance, overview of data integrity of
transactions and information.

The Human Resources Committee is responsible for overseeing various staff management
issues like capacity planning practices, succession planning, reviewing compensation and
reward policies, performance management schemes, framework for staff promotion and

grading, and staff training and development plan.

Credit risk management

Credit risk arises from the possibility that the counterparty in a transaction may default. It

arises from lending, trade finance, derivatives and other activities.

The Bank has policies and procedures in place to ensure that credit risk is properly addressed
and managed at the transaction and portfolio levels. The Board of Directors formulates and
updates the credit policies. The Bank's credit policies define credit extension criteria, credit

sanctions, review and monitoring mechanisms, and the loan classification and provisioning
policy.

To avoid large financial risk, the exposure to a single borrower or group of related borrowers
is limited to a percentage of the capital base. Country risk concentration is managed by
setting up country exposure limits and emphasising wide geographical spread of export
markets.



Table OVA: Overview of risk management

The Bank holds collateral against advances to customers in the form of mortgages over
property and cash deposits. Collateral held as security for financial assets other than

advances to customers is determined by the nature of the instrument.

To mitigate credit risk, the Bank enters into netting arrangements with counterparties.
Netting arrangements provide that, if an event of default occurs, all outstanding transactions
with the counterparty will be terminated and all amounts outstanding will be settled on a net
basis. Except for the event of default, all outstanding transactions with the counterparty are
settled on a gross basis and generally do not result in offsetting the assets and liabilities in
the balance sheet.

Market risk management

Market risk is the risk that movements in interest rates or foreign exchange rates will result in

losses in on and off balance sheet positions.

The Bank’s policy is to take no proprietary trading positions. The Bank does not engage in
speculative trading activities, and hence it is not exposed to market risk arising from the
trading book.

Currency risk management

Currency risk is the risk to earnings or capital emanating from the movement of foreign
exchange rates. Foreign exchange exposures originate mainly from the trade finance
business. The risk thereof is largely eliminated by consciously devising policies that expressly
prohibit speculation in currencies and mandate that trade finance related currency
transactions are covered simultaneously and aggregate net open positions are managed
within limits. All exposures are monitored by the finance department on a daily basis and

reviewed periodically by the Asset and Liability Management Committee.

The Bank does not trade in foreign currencies, nor takes any other exposures on account of
its clients. The Bank’s foreign currency transactions primarily relate to discounting of foreign
currency export and import bills. The exchange positions arising from trade bills as well as

customers’ foreign currency deposit-related transactions are covered in the local market.



Table OVA: Overview of risk management

From time to time the Bank enters into foreign exchange forward transactions to mitigate

currency risk.

As the majority of the Bank's assets and liabilities are denominated in either Hong Kong
dollars ("HK$") or United States dollars (“US$") and the US$ is pegged to the HKS,
management does not consider there to be any significant currency risk associated with
them.

Interest rate risk management

The Bank’s interest rate risk positions arise from trade finance, investments, lending and
deposit taking activities. Interest rate risk primarily results from the timing difference in the
repricing of interest-bearing assets and liabilities. It also relates to positions from
non-interest bearing liabilities including shareholders’ funds, as well as from certain fixed rate
trade finance transactions and liabilities.

The Bank monitors interest rate movements by applying a weighting to assets and liabilities
on the balance sheet. Management monitors the weighted average rates on deposits,
lending, placements and investments to identify any mismatched exposures and alters the
interest rate strategy accordingly. Interest bearing deposits from customers are for a fixed
maturity mostly for a three month period and are generally utilised for a similar period.
Surplus liquidity is placed in the interbank market and investments. A greater portion of the
loans and trade advances is repriceable on a per-transaction basis. Hence the risk element is

contained swiftly and the magnitude of the risk posed by interest rates movement is low.

Liquidity risk management

Liquidity relates to the ability of a Bank to meet its obligations as they fall due. Liquidity and
funding risk is the risk that the Bank is unable to meet its payment obligations when due, or
that it is unable, on an on-going basis, to borrow funds in the market on an unsecured, or

even secured, basis at an acceptable price to fund actual or proposed commitments.

The Bank manages the liquidity structure of its assets, liabilities and commitments so as to
ensure that liquidity sources match funding needs and that the statutory liquidity

maintenance ratio is complied with.



Table OVA: Overview of risk management

The finance department reviews the current and prospective funding requirements for all
operations through monitoring of the liquidity maintenance ratio and the maturity mismatch
profile. Liquidity risk is managed by holding sufficient liquid assets (e.g. cash and short term
funds) of appropriate quality to ensure that short term funding requirements are covered
within prudent limits. Customer deposits form a significant part of the Bank's overall funding
and they have remained relatively diversified and stable. Adequate standby facilities are
maintained to provide strategic liquidity to meet unexpected and material cash outflows in
the ordinary course of business. The Asset and Liability Management Committee measures
the liquidity and adequacy of funds periodically and evaluates the overall risks and
mitigation. The Committee also manages the funds and investments within the internal and

regulatory framework.

Operational risk management

Operational risk is the risk of potential loss arising from inadequate or failure in internal
processes, people and systems or from external events. It arises from matters such as
non-adherence to systems and procedures or from frauds resulting in financial or
reputational loss.

The Board of Directors and senior management are responsible for approving and reviewing
the overall business strategies and the policies for each major area of operations. A Risk and

Compliance Management Committee is in place to manage operational risks.

The Bank recognises the importance of managing operational risk in a pro-active manner.
Operational risk management tools and mechanisms adopted include operational risk
incidents reporting, key risk indicators, operation manuals, accounting controls, business

continuity planning, insurance policies etc.

The Bank attaches great importance to conducting its business in a safe and sound manner.
Strict control is exercised at every level of operations. Additionally, an internal audit system
plays an essential role in ensuring due adherence to policies, various internal and statutory

limits, and regulatory requirements thus limiting operational risk.



Table OVA: Overview of risk management

Capital management

The Bank's primary objectives when managing capital are to safeguard the Bank’s ability to
continue as a going concern, so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products and services commensurate with the level

of risk being taken and by securing access to finance at a reasonable cost.

The Bank actively and regularly reviews and manages its capital structure to maintain a
balance between the higher shareholder returns that might otherwise be possible with
greater gearing and the advantages and security afforded by a sound capital position, and

makes adjustments to the capital structure in light of changes in economic conditions.

Compliance

Compliance is an integral part of the Bank’s risk management function taking care of risks
associated with regulatory non-compliance and financial crime risks. The Bank places high
importance on the potential risks arising out of non-compliance including loss of reputation,

supervisory actions or other regulatory measures including monetary penalties.

The compliance function in the Bank has been given the responsibility of supervising and
mitigating compliance risk. Its mandate includes assimilation and dissemination of regulatory
requirements relating to the business of the Bank, compliance advisory for implementation of
relevant regulations and guidelines to various functions and conducting periodic
self-assessments and other regulatory compliance reviews on a risk based approach. It also
manages the framework and governance of anti-money laundering and counter-terrorist
financing activities to be prevented by the Bank.

The compliance function is tasked to regularly report compliance matters to Senior
Management. It also reports significant issues through the Risk and Compliance Committee
to the Board of Directors.



Table OVA: Overview of risk management

General

In order to assess the Bank’'s exposures to different types of risk, information on risks is
reported to Senior Management, Risk Committees and the Board of Directors periodically for
their review. This includes information on asset quality, liquidity, capital adequacy etc. The
information is discussed with regard to factors such as the Bank's risk profile and risk

management strategies.

The Bank has established policies and procedure to define the risk tolerance limits and to
identify, measure, monitor, and report on risk. These are reviewed and updated on an ongoing
basis to cater for statutory updates and best practices in risk management processes. These
policies and procedures are accessible by all staff on the Bank’s internal electronic platform.
For measuring and monitoring of risk, risk analysis is conducted using different concentration
dimensions such as by credit rating, industry sector, country, currency etc. Risk limits and
internal target ratios are set with reference to the risk appetite of the Bank. The Bank
periodically performs stress-tests on the major risks such as credit risk and liquidity risk.
Various stress testing methodologies and techniques including sensitivity and scenario

analyses are performed to evaluate the potential impact under stressed situations.
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Template OV1: Overview of RWA

(HK$'000)
(a) (b) ()
o s
31-Dec-17 30-Sep-17 31-Dec-17
Credit risk for non-securitization exposures 1,457,522 | 1,469,132 116,602
Of which STC approach
2a Of which BSC approach 1,457,522 | 1,469,132 116,602
3 Of which IRB approach
4 Counterparty credit risk - - -
5 Of which SA-CCR
5a Of which CEM - - -
Of which IMM(CCR) approach
Equity exposures in banking book under the market-based
approach
CIS exposures — LTA
CIS exposures — MBA
10 | CIS exposures — FBA
11 | Settlement risk
12 | Securitization exposures in banking book
13 Of which IRB(S) approach — ratings-based method
14 Of which IRB(S) approach — supervisory formula method
15 Of which STC(S) approach
16 | Market risk
17 Of which STM approach
18 Of which IMM approach
19 | Operational risk 180,725 181,638 14,458
20 Of which BIA approach 180,725 181,638 14,458
21 Of which STO approach
2la Of which ASA approach
22 Of which AMA approach N/A N/A N/A
23 Amounts below the thresholds for deduction (subject to 250%
RW)
24 | Capital floor adjustment
24a | Deduction to RWA 16,307 14,179 1,305
24b Of which portion of regulatory reserve for general banking 10,123 7,995 810
risks and collective provisions which is not included in Tier
2 Capital
24c Of which portion of cumulative fair value gains arising 6,184 6,184 495
from the revaluation of land and buildings which is not
included in Tier 2 Capital
25 | Total 1,621,940 | 1,636,591 129,755

N/A: Not applicable in the case of Hong Kong

Note: There were no material changes to RWA during the quarterly reporting period. Any changes were due to normal business

activities.
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(HK$'000)
@) (b) (©
JE IR SRR BAREAFE
31-12-17 30-09-17 31-12-17
FEsE o U U R I 12 A e 1,457,522 1,469,132 116,602
Horfr STC 3HELE
2a Horft BSC 3HEA 1,457,522 1,469,132 116,602
3 Hr IRB 5H5LE
4 | BFEHEAEE - - -
5 Hrp SA-CCREFEA
5a H BT R RIS TTA - - -
H IMM(CCR)EHEA
(i I AT AR R T R R A SR TR P R AE R b AR 4
ERTETEIEBRIE — LTA
ERCEETEIEBRE — MBA
10 | SR EIEBRIE — FBA
11 | s
12 | sRATIRAIAVES A B R R i
13 Hop IRBSETEE — FRBREEET A
14 Hp IRBSETEE — BEAXTE
15 Hrp STC(S)ETRUE
16 | SRk
17 Hrf STM HESA
18 He IMM sHESA
19 | FEBHRIEERR 180,725 181,638 14,458
20 Her BIA sHHEA 180,725 181,638 14,458
21 Hh STO FHEUA
21a Href ASASTEE
22 Hrh AMA BFEE N/A N/A N/A
23 | (RIS EEE (JHETE 250% R BEEE )
24 | EART R
24a | B\ T SRR 16,307 14,179 1,305
24b HAp R EHETE —RE AN — SR T B B i 10,123 7,995 810
SRR BT 5y
24c H AN B —AE AR HY T3t S S R (= Ao 6,184 6,184 495
A0 B AR AU TTE 5
25 | 4t 1,621,940 1,636,591 129,755
N/A @ TR &SR
Wit EUBB IR SR M R R NI RS, T LA A I 2




Template LI1: Differences between accounting and regulatory scopes of consolidation and mapping of financial statement categories with

regulatory risk categories

(HK$'000)

(a)

(b)

(0

(d)

(e)

(9

Carrying values
as reported in

Carrying values

arrying values of items:

not subject to

published unrdet;rusI:i)g; of subject to credit ccjtj:)tii:)et\?ty subje;t. to .the subject to market requicrzrr)T:t:rlmts or
financial consolidation risk framework credit risk securitization risk framework subject to
statements framework framework deduction from
capital

Assets

Cash and balances with banks 185,970 185,970 185,970 - - -
Placements with banks 213,078 213,078 213,078 - - -
Investments 385,366 385,366 385,366 - - -
Trade Bills 581,805 587,592 587,592 - - -
Advances to customers 674,697 678,540 678,540 - - -
Deferred tax assets 4,093 4,093 - - - 4,093
Fixed assets 106,150 106,150 106,150 - - -
Other assets 84,668 9,039 9,039 - - -
Total assets 2,235,827 2,169,828 2,165,735 - - 4,093
Liabilities

Deposits and balances from banks 29,690 29,690 - - - 29,690
Deposits from customers 1,237,349 1,237,349 - - - 1,237,349
Current taxation 1,252 1,252 - - - 1,252
Other liabilities 412,803 412,803 - - - 412,803
Total liabilities 1,681,094 1,681,094 - - - 1,681,094
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(HK$'000)
©) (b) (© (d) (e) ® (<))
TH B AIREIE
CEmAMHH | ERESGHE T

FIESAIEE(E HIWETE & 3215 F R B fEZR AR ZHFTER S (LA 2T R AE LA K,: ‘TZIS%EE%EEE
R JE B HEZE R R R EATEE AT

i
RS TR 45 8% 185,970 185,970 185,970 - - - -
FFIERATK 213,078 213,078 213,078 - - - -
?’m 385,366 385,366 385,366 - - - -
m#% 581,805 587,592 587,592 - - - -
%JE- 674,697 678,540 678,540 - - - -
ﬁURIE L 4,093 4,093 - - - - 4,093
& EEE 106,150 106,150 106,150 - - - -
HAth&iE 84,668 9,039 9,039 - - - -
KELH 2,235,827 2,169,828 2,165,735 - - - 4,093

=i
SRITIERR R 4R 29,690 29,690 - - - - 29,690
B 1,237,349 1,237,349 - - - - 1,237,349
= HIRHE 1,252 1,252 - - - - 1,252
Hith& & 412,803 412,803 - - - - 412,803
=li=EEt] 1,681,094 1,681,094 - - - - 1,681,094




Template LI2: Main sources of differences between regulatory exposure amounts and carrying values in financial statements

(HK$'000)
@) (b) © ) | (@
Items subject to:
Total credit risk securitization counterparty credit market risk
framework framework risk framework framework

1 Asset carrying value amount under scope of regulatory
consolidation (as per template LI1) 2,165,735 2,165,735 - - -
2 Liabilities carrying value amount under regulatory
scope of consolidation (as per template LI1) - - - -

Total net amount under regulatory scope of consolidation 2,165,735 2,165,735 - - -

Trade related contingencies 435,217 87,043 - - -
5 Commitments that are unconditionally cancellable without

prior notice 1,502,904 - - - -

6 Exposure amounts considered for regulatory purposes 4,103,856 2,252,778
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(HK$'000)
(a) (b) (0 (d) (e)

st ZLUTFHEASRIRAYIEE ¢

{5 FE B fEZS Eepad(wicts 75 15 F B AE 2R T RS
1 | EEEGESEE TNEEREESEE (FRERLIDD 2,165,735 2,165,735
2 | EEREERSHE THEEREEREE GHER LI - -
3 | EREESERIE NG 2,165,735 2,165,735 -
4 | B S HRENEATEE 435,217 87,043 -
5 | PIERARECH A AT @A 2 R E 1,502,904 -
6 | JEE R BN R EBRERE 4,103,856 2,252,778




Table LIA: Explanations of differences between accounting and regulatory exposure amounts

Template LI1:

The main differences between carrying values as reported in the published financial
statements and carrying values under scope of regulatory consolidation are due to

collectively assessed impairment allowances and customer liabilities under acceptances.

Template LI2:

The main driver for the difference between accounting values and amounts considered for

regulatory purposes is off-balance sheet amounts.

Fair value estimates:

Fair value estimates are generally subjective in nature, and are made as of a specific point in
time based on the characteristics of the financial instruments and relevant market
information. Fair values of financial instruments are determined with reference to valuation
techniques based on observable input. This includes instruments valued using quoted prices
for similar instruments in active markets or in markets that are considered less than active.
Market prices used in the valuation process are obtained from external parties and are
validated by an independent function within the Bank.
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Table CRA: General information about credit risk

Credit Risk arises from the possibility that the counterparty in a transaction may default.

It arises from lending, trade finance, derivatives and other activities.

The Bank has policies and procedures in place to ensure that credit risk is properly
addressed and managed at the transaction and portfolio levels. The Board of Directors
formulates and updates the credit policies. The Bank's credit policies define credit
extension criteria, credit sanctions, review and monitoring mechanisms and the loan
classification and provisioning policy. Risk, return and market situation are considered

when setting all credit risk limits.

The Bank’s credit risk strategy is defined as “To keep risks to a minimum through a clear
policy of broad diversification in terms of geography and product mix, and by spreading
the Bank’s credit and trade financing activities over a wide range of customers, with the
emphasis on secured, short term, self-liquidating lending.” Concentration risk is
addressed by limiting exposure to a single borrower or a group of related borrowers to a
percentage of the Bank’s Capital base. In addition, country risk concentration is managed
by setting up country exposure limits and emphasizing wide geographical spread of

export markets.

The Bank has an effective credit risk management oversight process involving the credit
risk function, the Credit Committee, internal auditor and Board of Directors. The credit
risk function appraises the senior management and Board of Directors of the credit risk
exposure by means of periodic reports on portfolio health and credit quality. These
reports, in turn enable effective and informed decision making by the senior
management and Board of Directors. The Credit Committee monitors compliance with
statutory and internal limits on credit exposures. The internal auditor carries out regular

audits to ensure compliance with the stated policies.
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Template CR1: Credit quality of exposures

(HK$'000)
(@) (b) (9 (d)
Gross carrying amounts of
Allowances /
Defaulted Non-defaulted . ) Net values
impairments
exposures exposures
1 | Loans 28,968 1,255,327 30,504 1,253,791
2 | Debt securities - 385,366 - 385,366
3 | Off-balance sheet exposures 2,642 432,575 - 435,217
4 | Total 31,610 2,073,268 30,504 2,074,374




fehi CR1 = Ebs & IERI(EHER

(HK$'000)
(a) | (b) (© (d)
DU I H 040G m #iE
EFEREREK | JREEERRAYER AR/ A FHE

b HRIE
1| 85K 28,968 1,255,327 30,504 1,253,791
2 | B 385,366 - 385,366
3 | BEEAERIMNE RS 2,642 432,575 - 435,217
4 | §EEt 31,610 2,073,268 30,504 2,074,374




Template CR2: Changes in defaulted loans and debt securities

(HK$'000)
(a)
Amount
1 Defaulted loans and debt securities at end of the previous reporting period 42,150
2 Loans and debt securities that have defaulted since the last reporting period 11,960
3 Returned to non-defaulted status (17,873)
4 Amounts written off (7,269)
5 Other changes -
6 Defaulted loans and debt securities at end of the current reporting period 28,968

Note: There were no material changes to the amount of defaulted exposures during the current reporting period. Any changes

were due to normal business activities.
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(HK$'000)
@)

B
1 P E—ER SRR R SRR ARE AR 42,150
2 AN EHVE T SR 5585 11,960
3 HEFEIRETIRN (17,873)
4 AR (7.269)
5 H A5 E) B}
6 RERTHEHRER S RGN 28,968
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Table CRB: Additional disclosure related to credit quality of exposures

The Bank classifies the advances to customers and trade bills in accordance with the loan
classification system required to be adopted for reporting to the HKMA. The credit

quality of loans and advances to customers can be analysed as follows:

(HK$'000)
Gross amount of advances to Gross amount of trade bills
customers
Neither past due nor impaired 609,774 528,401
Past due but not impaired 54,818 58,313
Impaired 28,902 6,798
693,494 593,512
Of which:
Neither past due nor impaired
Grade 1: Pass 581,848 524,719
Grade 2: Special Mention 27,926 3,682
609,774 528,401

The ageing analysis of advances to customers and trade bills to customers that are past

due but not impaired is as follows:

Gross amount of advances to Gross amount of trade bills
customers
Less than 1 month 36,662 43,791
3 months or less but over 1 month 17,847 14,522
6 months or less but over 3 months 309 -
1 year or less but over 6 months - -
Over 1 year - -
54,818 58,313

All impaired advances to customers at 31 December 2017 are located in Hong Kong.

The Bank has policies and procedures for loan classification and provisioning. The
carrying amounts of the Bank’s assets are reviewed periodically to assess whether there is
any objective evidence that an asset is impaired. If the Bank determines that no
objective evidence of impairment exists for an individually assessed financial asset
whether significant or not, it includes the asset in a group of financial assets with similar
credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is or continues to

be recognised are not included in a collective assessment of impairment.



Table CRB: Additional disclosure related to credit quality of exposures

The individual impairment allowance is based upon management’s best estimate of the
present value of the cash flows which are expected to be received discounted at the
original effective interest rate. In estimating these cash flows, management makes
judgements about the borrower’s financial situation and the net realisable value of any
underlying collateral or guarantees in favour of the Bank. Each impaired asset is

assessed on its own merits.

In assessing the need for a collective impairment allowance, management uses statistical
modelling and considers historical trends of factors such as credit quality, portfolio size,
concentrations, and economic factors. In order to estimate the required allowance, the
Bank makes assumptions both to define the way the Bank models inherent losses and to
determine the required input parameters, based on historical experience and current

economic conditions.
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EFZGMHEE  ES R

R BEEAERHE 609,774 528,401
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Hrp .

BoL S CIEEEIAE ]

—4% . B8 581,848 524,719
i EEEE 27,926 3,682

609,774 528,401



EEHERERENZF2MMNEZZBAIARE DI T -

(HK$'000)

EFZGMHEE B

BHA 1 @B LAT 36,662 43,791
BHA 3 E A LA T™ME 1 EBLALE 17,847 14,522
B8R 6 ([ERELATE 3EBLAL 309

BHA 1 FELATME 6 ERLAE

BHA 1 FELAE

54,818 58,313

RZF—tE+ZA=+—8, FABETHETHEEINES -

RTAERSEMBEIBERNER . ATEERAET R > DEHEZE
SHEMEEREENEE HIRRE o R THEEHEH S S EE A FE
B ES > S EA > AR & E R E R A OUE R ey
REEHE T - WEREEHEFERER D - BERFihIBdE L HR(E A EGR A 4T
HERRHY B A B R EAY SRR -

BB TE R (B FE 0 IR I T g S TR A B IR A R AR 0ER 0 B B R
aEtMEE - EfETEER e ER  EHEEEERAN BRI A R
SRATHOEAT AR BRI BB Ry m] SR FHE (R K - FFHEE ST
BB TRHS -

EFHMOEERRREREEES - THEMIMEHEHIEEEEER - &
HEFHIE - EPENSOERNEZERNZNE LSS - &TEHMFNERS X
TRIBEREERMENEERNIHERSR UEEHTEMEERBALRMNARIL
HEEMRHEABH,



Table CRC: Qualitative disclosures related to credit risk mitigation

The Board of Directors formulates and updates the policies and processes governing
credit risk mitigation. The Bank holds collateral against advances to customers in the
form of mortgages over property and cash deposits. Collateral held as security for
financial assets other than advances to customers is determined by the nature of the
instrument.

To mitigate credit risk, the Bank enters into netting arrangements with counterparties.
Netting arrangements provide that, if an event of default occurs, all outstanding
transactions with the counterparty will be terminated and all amounts outstanding will be
settled on a net basis. Except for the event of default, all outstanding transactions with
the counterparty are settled on a gross basis and generally do not result in offsetting the
assets and liabilities in the balance sheet.

The Bank endeavours to maintain the effectiveness of the above said credit risk mitigants

by way of periodic revaluation of the collaterals and close monitoring.
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Template CR3: Overview of recognized credit risk mitigation

(HK$'000)
() (b1) (b) (d) V)
Exposures Exposures Exposures Exposures
secured by
unsecured: Exposures to secured by secured by .
. . . recognized
carrying be secured recognized recognized . .
credit derivative
amount collateral guarantees
contracts
1 | Loans 205,148 1,048,643 839,919 -
2 | Debt securities 385,366 - - -
3 | Total 590,514 1,048,643 839,919 -
4 | Of which defaulted 1,456 10,653 10,354 -




fehi CR3 = SRRSO

(HK$'000)

(a) (b1) (b) (d) ()
K | AREERK | TR | e | DE T

1 IR & TR R R SR AR e
1 | &K 205,148 1,048,643 839,919 - -
2 | [EEESE 385,366 - - ; _

3 | EET 590,514 1,048,643 839,919

4 | HeopgEHETSY 1,456 10,653 10,354 - -




Template CR4: Credit risk exposures and effects of recognized credit risk mitigation — for BSC approach

(HK$'000)
Version for Als using BSC approach (“BSC version")
(a) (b) (© (d) (e) (f)
Exposures pre-CCF and pre-CRM Exposures post-CCF and post-CRM RWA and RWA density

Exposure classes On-balance sheetamount | Off-balance sheetamount | On-balance sheetamount | Off-balance sheetamount RWA RWA density
1 Sovereign exposures 7,921 - 7,921 - 7,921 100%
2 PSE exposures - - - - - N/A
3 Multilateral development bank exposures - - - - - N/A
4 Bank exposures 767,089 48,614 767,089 9,723 190,274 24%
5 Cash items 196,595 - 196,595 - - 0%
6 Exposures in respect of failed delivery on - - - - - N/A

transactions entered into on a basis other

than a delivery-versus-payment basis
7 Residential mortgage loans - - - - - N/A
8 Other exposures 1,194,130 1,889,507 1,194,130 77,320 1,259,327 99%
9 Significant exposures to commercial - - - - - N/A

entities
10 Total 2,165,735 1,938,121 2,165,735 87,043 1,457,522 65%




TR CRA = (5 FH N B A IS R RS P N B e 52 2

BSC 5tHA

(HK$'000)
BL{E A BSC ST RUEARZI AT (E FHAYARA (" BSC fRAs | )
@) | (b) © (d) (@ (0
e L) PP —

R P S S A ORI | W
1 B E RS R s 7,921 7,921 7,921 100%
2 | nERmERES : : N/A
3| smsEETRRES : : N/A
4 PRAT R i 767,089 48,614 767,089 9,723 190,274 24%
5 HEHEE 196,595 196,595 0%
6 | DEGREMI AN S : : N/A

SRHT R I
7| e : : N/A
8 Ho R R i 1,194,130 1,889,507 1,194,130 77,320 1,259,327 99%
o | mmrEmE BRI : . N/A
10 BT 2,165,735 1,938,121 2,165,735 87,043 1,457,522 65%




Template CR5: Credit risk exposures by asset classes and by risk weights — for BSC approach

Version for Als using BSC approach (“BSC version”)

(HK$'000)

(@ (b) (© (d) (e) ) (9 (h) 0]

Exposure class Risk Weight |, 10% 20% 35% | 50% 100% | 250% | Others (TSJ‘ZL ggsi;r:j';zf‘é;“,\;‘js amount
1 Sovereign exposures - - 7,921 - 7,921
2 PSE exposures - - - - -
3 Multilateral development bank exposures - - - - -
4 Bank exposures - 733,174 43,638 - 776,812
5 Cash items 196,595 - - - 196,595
6 Exposures in respect of failed delivery on transactions entered into on ) . ) ) )

a basis other than a delivery-versus-payment basis
7 Residential mortgage loans - - - - -
8 Other exposures 12,123 - 1,259,327 - 1,271,450
9 Significant exposures to commercial entities - - - - -
10 Total 208,718 733,174 1,310,886 - 2,252,778
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(HK$'000)

@) (b) (© (d) (e) 0] ) (h) i)

I RIS 0% 10% 20% 35% 50% 100% 250% Hotr ﬁ}gg@?éﬁ?; Eéf{:;;qc)lz S
1 BT RS R e RdE 7,921 7,921
2 O BT R R
3 %St AT I b A
4 HRAT R 733,174 43,638 776,812
5 BEIHHE 196,595 196,595
6 DL SRS T LS MTE 2O TR B A (S R A 9 B 2R 3
7 FEEHEEEK
8 At R P 12,123 1,259,327 1,271,450
9 EapiE oo SpN e
10 | &t 208,718 733,174 1,310,886 2,252,778




Table CCRA: Quialitative disclosures related to counterparty credit risk (including those arising
from clearing through CCPs)

The Bank has adopted the Current Exposure Method for regulatory capital calculation of its
counterparty credit risk arising from derivative contracts booked in the banking book. As a
policy, the Bank does not engage in trading of derivatives. Furthermore, the Bank enters
only into foreign exchange forward contracts of short tenors. Since the Bank mainly enters
into USD / HKD FX forward transactions to cover its FX net open position, it is not
significantly exposed to fluctuations in the market as the HKD is pegged to the USD. To
minimize the counterparty risk, the Bank only deals with the prime banks or its own group
Banks. Agreements with counterparties including the FX forward limits are approved by the
senior management or the board of directors. At 31st December 2017, there are no

outstanding derivative contracts.
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Template CCR1: Analysis of counterparty default risk exposures (other than those to CCPs) by

approaches
(HK$'000)
@) (b) (© (d) (e) V)
Replacement Effective Alpha (q) used for | Default risk
st RO PFE EPE computing default |  exposure RWA
risk exposure after CRM
1 SA-CCR (for derivative contracts) - - - -
la | CEM - - - -
2 IMM (CCR) approach - - - -
3 Simple Approach (for SFTs) - -
4 Comprehensive Approach (for SFTs) - -
5 VaR (for SFTs) - -
6 Total -
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Template CCR2: CVA capital charge

(HK$'000)

(a) (b)

EAD post CRM RWA

Netting sets for which CVA capital charge is calculated by the advanced
CVA method

1 (i) VaR (after application of multiplication factor if applicable)
2 (i) Stressed VaR (after application of multiplication factor if applicable)

3 Netting sets for which CVA capital charge is calculated by the
standardized CVA method

4 | Total -
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Template CCR3: Counterparty default risk exposures (other than those to CCPs) by asset classes and by risk weights — for BSC approach

Version for Als using the BSC approach (“BSC version”)

(HK$'000)

(b)

(0

(ca)

(ga)

(h)

(i)

Risk Weight
Exposure class

0%

10%

20%

35%

50%

100%

250%

Others

Total default risk
exposure after CRM

0o N o o B W N

Sovereign exposures

PSE exposures

Multilateral development bank exposures
Bank exposures

CIS exposures?

Other exposures

Significant exposures to commercial entities

Total
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Template CCR5: Composition of collateral for counterparty default risk exposures (including

those for contracts or transactions cleared through CCPs)

(@) (b) (© (d) (e) V)
Derivative contracts SFTs
Fair value of recognized Fair value of posted Fair value of .
; . Fair value of
collateral received collateral recognized osted
collateral P
Segregated |Unsegregated| Segregated |Unsegregated| . eived collateral

Cash - domestic currency
Cash - other currencies
Domestic sovereign debt
Other sovereign debt
Government agency debt
Corporate bonds

Equity securities

Other collateral

Total




fehfe CCRS = fE BT E R eI R AE (B RISE TSRS SE)

HRER EITEN Y

(a) (b) (© (d) (e) ]
TTETEAEY HERER S
el E/?éy"j‘ﬁfi&ﬁ%% SR A A S UG AYEEE] | R EREHEH
INEEE RN | S EE
SR Je43 R SR e HEE fA

i< — A £ 8
Bl — HoAth 5785
A e
oAt R
BURHRE 2
EEIE S

R 25
HoAt A
QHET




Template CCR6: Credit-related derivatives contracts

(HK$'000)

(a) (b)

Protection bought Protection sold

Notional amounts
Single-name credit default swaps -
Index credit default swaps -
Total return swaps -
Credit-related options -
Other credit-related derivative contracts -
Total notional amounts -

Fair values

Positive fair value (asset) -

Negative fair value (liability) -
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Template CCR8: Exposures to CCPs

(HK$'000)
(a) (b)
Exposure after CRM RWA
1 Exposures of the Al as clearing member or client to qualifying
CCPs (total)
2 Default risk exposures to qualifying CCPs (excluding items disclosed
in rows 7 to 10), of which: -
3 (i) OTC derivative transactions -
4 (i) Exchange-traded derivative contracts -
5 (iii) Securities financing transactions -
6 (iv) Netting sets subject to valid cross-product netting agreements -
7 Segregated initial margin -
8 Unsegregated initial margin -
9 Funded default fund contributions -
10 | Unfunded default fund contributions -
11 | Exposures of the Al as clearing member or client to
non-qualifying CCPs (total)
12 | Default risk exposures to non-qualifying CCPs (excluding items
disclosed in rows 17 to 20), of which: -
13 | (i) OTC derivative transactions -
14 | (ii) Exchange-traded derivative contracts -
15 | (iii) Securities financing transactions -
16 | (iv) Netting sets subject to valid cross-product netting agreements -
17 | Segregated initial margin -
18 | Unsegregated initial margin -
19 | Funded default fund contributions -
20 | Unfunded default fund contributions -
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Table SECA: Qualitative disclosures related to securitization exposures

The Bank does not engage in securitization activities.
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Template SECL: Securitization exposures in banking book

(HK$'000)

(@)

(b)

(©

(d)

(e)

(f)

(9

|

(i)

Acting as originator (excluding sponsor)

Acting as sponsor

Acting as investor

Traditional

Synthetic

Sub-total

Traditional

Synthetic

Sub-total

Traditional

Synthetic

Sub-total

Retail (total) — of which:
residential mortgage
credit card
other retail exposures

re-securitization exposures

O 00 N ol A W N

=
= o

Wholesale (total) — of which:

loans to corporates
commercial mortgage
lease and receivables
other wholesale

re-securitization exposures

N/A

/

/

/
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Template SEC2: Securitization exposures in trading book

(HK$'000)

(@)

(b)

(©

(d)

(e)

(f)

(9

|

(i)

Acting as originator (excluding sponsor)

Acting as sponsor

Acting as investor

Traditional

Synthetic

Sub-total

Traditional

Synthetic

Sub-total

Traditional

Synthetic

Sub-total

Retail (total) — of which:
residential mortgage
credit card
other retail exposures

re-securitization exposures

O 00 N ol A W N

=
= o

Wholesale (total) — of which:

loans to corporates
commercial mortgage
lease and receivables
other wholesale

re-securitization exposures

N/A
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/
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Template SEC3: Securitization exposures in banking book and associated capital requirements — where Al acts as originator
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Exposure values (by RW bands) Exposure values RWAs Capital charges after cap
(by regulatory approach) (by regulatory approach)
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1  Total exposures
2 Traditional securitization /
3 Of which securitization //
4 Of which retail -
5 Of which wholesale .
6 Of which re-securitization /
7 Of which senior /
8 Of which non-senior N/A
9 | Synthetic securitization /
10 Of which securitization /
11 Of which retail //
12 Of which wholesale /
13 Of which re-securitization /
14 Of which senior /
15 Of which non-senior




fEAk SEC3 + SR TR RS LR JE g K SRR B AR & —— & S8 AR E R dbiiE N

(HK$'000)
@ ® ][ @@ldlee@lonl@lnll @ M L0l olm]onlole]l @
RRRIEE (R ERWER]) (ﬁmﬂfﬁf@i) (nggﬁii HEF IR AT AR
4 o o 4 o o

2wz wZlEs le [ 5 aul 2 |5B1E |aul 2 |5 5 |au| =
S | 88| 38|88z Bz |2 3sN CB| B | g# |5 0B | B |sxzgas o | ]
Vi A A AS " Ve S |l egika hik 3 ©OE |2 S| Bk S |2gm kG| B 3

1 | AR

R —

3 sk ]

4 HpZEE /

5 ot =

6  HmmEA(h T

7 HohEsk T

8 HobIEm % L N/A

9 GEEA(L —

10 P //

11 Hrpe /

12 Et{ﬂﬁt’?ﬁ "

13 HOPEEAL T

14 HepEsh ]

15 HepIEEdk ]




Template SEC4: Securitization exposures in banking book and associated capital requirements — where Al acts as investor
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1 Total exposures

2 Traditional securitization /
3 Of which securitization //
4 Of which retail ]

5 Of which wholesale /
6 Of which re-securitization /
7 Of which senior /
8
9

N/A

Of which non-senior

Synthetic securitization /
10 Of which securitization //
11 Of which retail /
12 Of which wholesale 7
13 Of which re-securitization /
14 Of which senior /
15 Of which non-senior /
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