BASE LISTING DOCUMENT DATED 15 APRIL 2024

If you are in any doubt about any of the contents of this document, you should obtain independent
professional advice.

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

Non-collateralised Structured Products

Base Listing Document relating to
Structured Products to be issued by

& BEAE

The Bank of East Asia, Limited

(incorporated with limited liability in Hong Kong)

This document, for which we accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”) for the purpose of giving information with regard to us and our standard warrants
(“Warrants”), inline warrants (“Inline Warrants”), callable bull/bear contracts (“CBBCs”) and other
structured products (together, the “Structured Products”) to be listed on the Stock Exchange from time
to time. This document may be updated and/or amended from time to time by way of addenda.

We, having made all reasonable enquiries, confirm that to the best of our knowledge and belief the
information contained in this document is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this document misleading.

The Structured Products are complex products. You should exercise caution in relation to them.
The Structured Products involve derivatives. Investors should not invest in the Structured
Products unless they fully understand and are willing to assume the risks associated with them.
Investors are warned that the price of the Structured Products may fall in value as rapidly as it
may rise and holders may sustain a total loss of their investment. Prospective purchasers should
therefore ensure that they understand the nature of the Structured Products and carefully study
the risk factors set out in this document and, where necessary, seek professional advice, before
they invest in the Structured Products.

The Structured Products constitute our general unsecured contractual obligations and of no other
person and will rank equally among themselves with all our other unsecured obligations (save for
those obligations preferred by law) upon liquidation. If you purchase the Structured Products, you
are relying upon our creditworthiness and have no rights under the Structured Products against
(a) the company which has issued the underlying securities; (b) the fund which has issued the
underlying securities, or its trustee (if applicable) or manager; or (c) the index compiler of any
underlying index or any company constituting the underlying index. If we become insolvent or
default on our obligations under the Structured Products, you may not be able to recover all or
even part of the amount due under the Structured Products (if any).
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IMPORTANT INFORMATION

What is this document about?

This document is for information purposes only
and does not constitute an offer, an advertisement
or an invitation to the public to subscribe for or to
acquire any Structured Products.

What documents should you read before
investing in the Structured Products?

You must read this document (including any
addendum to this document to be issued from time
to time) together with the relevant launch
announcement and supplemental listing document
(including any addendum to such launch
announcement and supplemental listing document
to be issued from time to time) (together, “Listing
Documents”) before investing in the Structured
Products. You should carefully study the risk
factors set out in the Listing Documents.

Is there any guarantee or collateral for the
Structured Products?

No. Our obligations under the Structured Products
are neither guaranteed by any third party, nor
collateralised with any of our assets or other
collateral. When you purchase our Structured
Products, you are relying on our creditworthiness
only, and of no other person. If we become
insolvent or default on our obligations under the
Structured Products, you can only claim as an
unsecured creditor of the Issuer. In such event,
you may not be able to recover all or even part of
the amount due under the Structured Products (if

any).
Are we regulated by the Hong Kong Monetary
Authority referred to in Rule 15A.13(2) or the

Securities and Futures Commission referred to
in Rule 15A.13(3)?

We are a licensed bank regulated by, among
others, the Hong Kong Monetary Authority.

Are we rated by any credit rating agencies?
Our credit ratings as of 12 April 2024 are:

Rating Agency Rating
Moody’s Investors Service, A3

Inc. (“Moody’s”) (negative
outlook)

S&P Global Ratings (“S&P”) A- (stable
outlook)

The credit ratings are only an assessment by the
rating agencies of our overall financial capacity to
pay its debts.

A3 is among the top three major credit rating
categories and is the seventh  highest
investment-grade ranking of the ten
investment-grade ratings (including 1, 2 and 3
sub-grades) assigned by Moody’s. A- is among the
top three major credit rating categories and is the
seventh highest investment-grade ranking of the
ten investment-grade ratings (including + or -
sub-grades) assigned by S&P. Please refer to the
brief guide in Appendix 5 to this document to
what such credit ratings mean.

You may visit the following website for updated
information of our credit ratings:

http://www.hkbea.com/hk/ci/investor_comm/credit_ratings/index.htm
receive a fee from

Rating agencies usually
companies that they rate.

When evaluating our creditworthiness, you should
not solely rely on our credit ratings because:

(a) a credit rating is not a recommendation to
buy, sell or hold the Structured Products;

(b) ratings of companies may  involve

difficult-to-quantify factors such as market

competition, the success or failure of new

products and markets and managerial
competence;
(c) a high credit rating is not necessarily

indicative of low risk. Our credit ratings as
of 12 April 2024 are for reference only. Any
downgrading of our ratings could result in a
reduction in the value of the Structured

Products;

(d) a credit rating is not an indication of the
liquidity or volatility of the Structured
Products; and

(e) a credit rating may be downgraded if our
credit quality declines.



Our credit ratings subject to change or
withdrawal at any time within each rating
agency’s sole discretion. You should conduct your
own research using publicly available sources to
obtain the latest information with respect to our
ratings from time to time.

are

The Structured Products are not rated.
Are we subject to any litigation?

Save as disclosed in this document, we and our
subsidiaries have no litigation or claims of
material importance pending or threatened against
us or them.

Authorisation for the issue of the Structured
Products

Our management, pursuant to the approval by our
Marketing Strategic Group and Senior
Management Meeting, authorised the issue of the
Structured Products on 19 January 2010, 29
September 2011 and 27 November 2019.

Has our financial position changed since last
financial year-end?

Save as disclosed in Appendix 6, there has been
no material adverse change in our financial or
trading position since 31 December 2023.

Do you need to pay any transaction cost?

The Stock Exchange charges a trading fee of
0.00565 per cent.,
Commission charges a transaction levy of 0.0027
per the Accounting and Financial
Reporting Council charges a transaction levy of
0.00015 per cent. for each transaction effected on
the Stock Exchange payable by each of the seller
and the buyer and calculated on the value of the
consideration for the Structured Products. The levy
for the investor compensation fund is currently
suspended.

the Securities and Futures

cent. and

Placing and sale

No action has been or will be taken by us that
would permit a public offering of any series of
Structured Products or possession or distribution
of any offering material in relation to any
Structured Products in any jurisdiction (other than
Hong Kong) where action for the purpose is
required. No offers, sales, re-sales, transfers or
deliveries of any Structured Products, or
distribution of any offering material relating to the
Structured Products may be made in or from any
jurisdiction except in circumstances which will
result in compliance with any applicable laws or
regulations impose any
obligation on us.

and which will not

Where can you read the relevant documents?

Copies of the following documents are available
on the website of the HKEX at www.hkexnews.hk
and our website at www.beawarrants.com.hk/:

(a) each of the following documents (in separate
English and Chinese versions), including:

° this document or any addendum to this
document, which includes our latest
audited financial statements and interim
financial statements; and

° the relevant launch announcement and
supplemental listing document; and

the consent letter of the auditor, KPMG
(“Auditor”), consenting to the reproduction
of its auditor’s report on our consolidated
financial statements in this
(including any supplemental
document or addenda to this base listing
document) as they become
available.

(b)
document
disclosure

and when

The Listing Documents are also available on the
website of the Stock Exchange at
www.hkexnews.hk.
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Has the Auditor consented to the inclusion of its
report to the Listing Documents?

Our Auditor has given and has not withdrawn its
written consent to the inclusion of its report dated
21 February 2024 in this document and/or the
references to its name in the Listing Documents,
in the form and context in which they are
included. Its report not prepared for
incorporation into this document.

was

The Auditor does not hold our shares or shares in
subsidiaries, nor does it have the right
(whether legally enforceable or not) to subscribe
for or to nominate persons to subscribe for our

our

securities or securities of any of our subsidiaries.
Authorised representatives

Amy Tang and Law Chun Tak, Alson, both of 10
Des Voeux Road Central, Hong Kong, are our
authorised representatives.

How can you get further information about us?

You may visit www.hkbea.com/warrants to obtain
further information about us.

You must note that the information on our website
will be of a general nature and cannot be relied
upon as accurate and/or correct and will not have
been prepared exclusively for the purposes of any
particular financial instrument issued by us,
including the Structured Products.

Governing law of the Structured Products

All contractual documentation for the Structured
Products will be governed by, and construed in
accordance with, the laws of Hong Kong.

The Listing Documents are not the sole basis
for making an investment decision

The Listing Documents do not take into account
your investment objectives, financial situation or
particular needs. Nothing in the Listing Documents
should be construed as a recommendation by us or
our affiliates to invest in the Structured Products
or the underlying asset of the Structured Products.

No person has been authorised to give any
information or to make any representations other
than those contained in this document in
connection with the Structured Products, and, if
given or made, such information or representations
must not be relied upon as having been authorised

by us.

The Stock Exchange and HKSCC have made no
assessment of, nor taken any responsibility for, our
financial soundness or the merits of investing in
any Structured Products, nor have they verified the
accuracy or the truthfulness of statements made or
opinions expressed in this document.

This document has not been reviewed by the
You
advised to exercise caution in relation to the offer
of the Structured Products.

Securities and Futures Commission. are

Capitalised terms

Unless otherwise specified, capitalised terms used
in this document have the meanings set out in the
General Conditions set out in Appendix 1 and the
Product Conditions applicable to the relevant
series of Structured Products set out in Appendix
2, Appendix 3 and Appendix 4 (together, the
“Conditions”).



OVERVIEW OF WARRANTS

What is a Warrant?
A Warrant is a type of derivative warrants.

A derivative warrant linked to a share of a
company, a unit or share of a fund, an index or
other asset (“Underlying Assets”, each an
“Underlying Asset”) is an instrument which gives
the holder an exposure to the
Underlying Asset by reference to a pre-set price or
level called the Exercise Price or Strike Level on
the Expiry Date. It usually costs a fraction of the
value of the Underlying Asset.

investment

A derivative warrant may provide leveraged return
to you (but conversely, it could also magnify your
losses).

How and when can you get back your
investment?

Our Warrants are European style warrants. This
means they will be automatically exercised on the
Expiry Date, entitling the holder to a potential
cash called the “Cash Settlement
Amount” (if positive) according to the Conditions
in the Listing Documents.

amount

You will receive the Cash Settlement Amount (if
any) less any Exercise Expenses upon expiry. If
the Cash Settlement Amount is equal to or less
than the Exercise Expenses, no amount is payable
to you upon expiry and you will lose all of your
investment in the Structured Products.

How do our Warrants work?
The potential payoff upon expiry of the Warrants
is calculated by us by reference to the difference

between:

(a) for Warrants linked to a share or unit, the
Exercise Price and the Average Price; and

(b) for Warrants over index, the Strike Level and
the Closing Level.

Call Warrant
A call Warrant is suitable for an investor holding a

bullish view of the price or level of the
Underlying Asset during the term of the Warrant.

A call Warrant will be exercised if the Average
Price or Closing Level is greater than the Exercise
Price or Strike Level (as the case may be). The
more the Average Price or Closing Level exceeds
the Exercise Price or Strike Level (as the case
may be), the higher the payoff upon expiry. If the
Average Price or Closing Level is at or below the
Exercise Price or Strike Level (as the case may
be), an investor in the call Warrant will lose all of
his investment.

Put Warrant
A put Warrant is suitable for an investor holding a

the price or the
Underlying Asset during the term of the Warrant.

bearish view of level of

A put Warrant will be exercised if the Average
Price or Closing Level is below the Exercise Price
or Strike Level (as the case may be). The more the
Average Price or Closing Level is below the
Exercise Price or Strike Level (as the case may
be), the higher the payoff upon expiry. If the
Exercise Price or Strike Level is at or below the
Average Price or Closing Level (as the case may
be), an investor in the put Warrant will lose all of
his investment.

Where can you find the Product Conditions
applicable to our Warrants?

You should review the Product Conditions
applicable to each type of the Warrants before
your investment.

The Product Conditions applicable to each type of
our Warrants are set out in Parts A, B and C of
Appendix 2 (as may be supplemented by any
and/or the
announcement and supplemental listing document).

addendum relevant launch



What are the factors determining the price of a
Warrant?

The price of a warrant generally depends on the
prevailing price or level of the Underlying Asset.
However, throughout the term of a warrant, its
price will be influenced by a number of factors,
including:

(a) the Exercise Price or Strike Level of the
warrants;

(b) the value and volatility of the price or the
level of the Underlying Asset (being a
measure of the fluctuation in the price or
level of the Underlying Asset);

(c) the time remaining to expiry: generally, the
longer the remaining life of the warrant, the
greater its value;

(d) interim interest rates and expected dividend
payments or other distributions on the
Underlying Asset or on any components
comprising the underlying index;

(e) the liquidity of the Underlying Asset or the
futures contracts relating to the underlying
index;

(f) the supply and demand for the warrant;

(g) our related transaction cost; and

(h) our creditworthiness.

What is your maximum loss?

Your maximum loss in the Warrants will be

limited to your entire investment amount plus any

transaction cost.

How can you get information about the
warrants after issue?

You may visit our website at  http://
www.beawarrants.com.hk/ to  obtain  further
information on our Warrants or any notice given
by us in relation to our Warrants.



OVERVIEW OF INLINE WARRANTS

What is an Inline Warrant?
An Inline Warrant is a type of derivative warrants.

A derivative warrant linked to an Underlying Asset
is an instrument which derives its value from the
Underlying Asset. It usually costs a fraction of the
value of the Underlying Asset.

A derivative warrant may provide leveraged return
to you (but conversely, it could also magnify your
losses).

How and when can you get back your
investment?

Our Inline Warrants are European Style warrants.
This means they can only be exercised on the
Expiry Date.

An Inline Warrant will, upon exercise on the
Expiry Date, entitle you to a cash amount called
the “Cash Settlement Amount” (net of any
Exercise Expenses) (if positive) according to the
applicable Conditions.

You will receive the Cash Settlement Amount less
any Exercise Expenses upon settlement at expiry.
As of the date of this document, no Exercise
Expenses are payable for cash settled warrants
(including our Inline Warrants).

How do our Inline Warrants work?

Our Inline Warrants carry exotic features and their
terms and pricing may be more complicated than
the Warrants. provide a
pre-fixed potential payoff at either a capped
amount or a floor amount at expiry.

Our Inline Warrants

You will either:

(i) receive a fixed and capped amount equal to
the Maximum Payoff Amount per Inline
Warrant at expiry if the Average Price (for an
Inline Warrant linked to a share of a
company) or Closing Level (for an Inline
Warrant linked to an index) is at or below
the Upper Strike Price or Upper Strike Level
(as the case may be) and at or above the
Lower Strike Price or Lower Strike Level (as
the case may be); or

(i1) receive a fixed and floor amount equal to the
Minimum Payoff Amount per Inline Warrant
(which may be substantially less than your
initial investment) at expiry and may suffer
loss in your investment if the Average Price
(for an Inline Warrant linked to a share of a
company) or Closing Level (for an Inline
Warrant linked to an index) is above the
Upper Strike Price or Upper Strike Level (as
the case may be) or below the Lower Strike
Price or Lower Strike Level (as the case may
be).
Payoff Amount per Inline Warrant in this
scenario because such amount is included in
the price you pay for buying our Inline
Warrants.

You will still receive the Minimum

Where can you find the Product Conditions
applicable to our Inline Warrants?

You should review the Product Conditions
applicable to each type of the Inline Warrants
before your investment.

The Product Conditions applicable to each type of
our Inline Warrants are set out in Parts A and B of
Appendix 3 (as may be supplemented by any
addendum and/or the relevant launch
announcement and supplemental listing document).

What are the factors determining the price of
an Inline Warrant?

The price of an Inline Warrant generally depends
on the prevailing price or level of the Underlying
Asset. However, throughout the term of an Inline
Warrant, its price will be influenced by one or
more of the following factors, including:



(@)

(b)

©

the range between the Upper Strike Price or
Upper Strike Level and the Lower Strike
Price or Lower Strike Level (both inclusive)
applicable to that Inline Warrants: generally,
the wider the range between the Upper Strike
Price or Upper Strike Level and the Lower
Strike Price or Lower Strike Level (both
inclusive) of the Inline Warrants, the greater
its value;

the value or level of the Underlying Asset:
generally, the closer the price or level of the
Underlying Asset towards the mid-way of the
Upper Strike Price or Upper Strike Level and
the Lower Strike
Level, ignoring interim interest rates and
expected dividend payments on the
Underlying Asset or on any components
comprising the underlying
assuming all other factors remain constant,
the greater the value of the Inline Warrants;
conversely, the farther away the price or
level of the Underlying Asset from the
mid-way of the Upper Strike Price or Upper
Strike Level and the Lower Strike Price or
Lower Strike Level, ignoring interim interest
rates and expected dividend payments on the
Underlying Asset or on any components
comprising  the index and
assuming all other factors remain constant,
the lower the value of the Inline Warrants;

Price or Lower Strike

index and

underlying

the volatility of the price or level of the
Underlying Asset (being a measure of the
fluctuation in the price or level of the
Underlying Asset over time): generally, if an
Inline Warrant is “out-of-the-range” (ie. the
price or level of the Underlying Asset falls
outside the range between the Upper Strike
Price or Upper Strike Level and the Lower
Strike Price or Lower Strike Level (both
inclusive)), the higher the volatility, the
greater the value of the Inline Warrants;
conversely, if an Inline Warrant is
“in-the-range” (ie. the price or level of the
Underlying Asset falls within the range
between the Upper Strike Price or Upper
Strike Level and the Lower Strike Price or
Lower Strike Level (both inclusive)), the
higher the volatility, the lower the value of
the Inline Warrants;

(d) the expected probability of the Average Price
or Closing Level falling within the range
between the Upper Strike Price or Upper
Strike Level and the Lower Strike Price or
Lower Strike Level (both inclusive) at
expiry;

(e) the time remaining to expiry: generally, if an
Inline Warrant is out-of-the-range, the longer
the remaining life of the Inline Warrant, the
greater its value; conversely, if an Inline
Warrant is in-the-range, the shorter the
remaining life of the Inline Warrant, the
greater its value;

(f) the interim interest rates;

(g) the expected dividend payments or other

distributions (if any) on the Underlying Asset
any components comprising the
underlying index;

or on

(h) the liquidity of the Underlying Asset or of

the futures contracts relating to the
underlying index;

(i) the supply and demand for the Inline
Warrant;

(j)  our related transaction cost; and

(k) our creditworthiness.

What is your maximum loss?

If we become insolvent or default on our

obligations under our Inline Warrants, the

maximum loss in the Inline Warrants will be your
entire investment amount plus any transaction
cost.

Otherwise, if the Average Price or Closing Level
(as the case may be) is above the Upper Strike
Price or Upper Strike Level (as the case may be)
or below the Lower Strike Price or Lower Strike
Level (as the case may be) at expiry, the
maximum loss in the Inline Warrants will be your
entire investment amount less the Minimum Payoff
Amount per Inline Warrant multiplied by the
number of Inline Warrants purchased plus any
transaction cost.



What is your maximum profit?

The potential maximum profit in our Inline
Warrants will be capped at the Maximum Payoff
Amount per Inline Warrant multiplied by the
number of Inline Warrants purchased less your
entire investment amount and transaction cost.

You should note that your profit or loss in the
Inline Warrants will be affected by the amount
invested by you and transaction cost.

How can you get information about the Inline
Warrants after issue?

You may visit our website at http:/
www.beawarrants.com.hk/ to  obtain  further
information on Inline Warrants or any notice given
by us in relation to our Inline Warrants.



OVERVIEW OF CBBCS

What are CBBCs?

CBBCs are a type of Structured Products that
track the performance of an Underlying Asset.
CBBCs can be issued on different types of
Underlying Assets as prescribed by the Stock
Exchange from time to time, including:

(a) shares of a company listed on the Stock
Exchange;

units or shares of a fund listed on the Stock
Exchange;

(b)

(c) Hang Seng Index, Hang Seng China
Enterprises Index, Hang Seng TECH Index
and Hang Seng China H-Financials Index;
and/or

(d) securities, indices, currencies,

commodities (such as oil, gold and platinum)

or commodity futures.

overseas

A list of eligible Underlying Assets for CBBCs is
available on the website of the Stock Exchange at
https://www.hkex.com.hk/Products/Securities/Structured-
Products/Eligible-Underlying-Assets?sc_lang=en

CBBCs are issued either as bull CBBCs or bear
CBBCs, allowing you to take either bullish or
bearish positions on the Underlying Asset.

Bull CBBCs are designed for investors who have
an optimistic view on the Underlying Asset. Bear
CBBCs are designed for investors who have a
pessimistic view on the Underlying Asset.

CBBCs have a mandatory call feature (the
“Mandatory Call Event”) and, subject to the
limited circumstances
Conditions in which a Mandatory Call Event may
be reversed, we must terminate our CBBCs upon
the occurrence of a Mandatory Call Event. See
“What is the mandatory call feature of CBBCs?”
below for further information.

set out in the relevant

There are 2 categories of CBBCs, namely:
(a) Category R CBBCs; and

(b) Category N CBBCs.

Your entitlement following the occurrence of a
Mandatory Call Event will depend on the category

of the CBBCs. See “Category R CBBCs vs
Category N CBBCs” below for further
information.

If no Mandatory Call Event occurs, the CBBCs
will be exercised automatically on the Expiry Date
by payment of a Cash Settlement Amount (if any)
on the Settlement Date. The Cash Settlement
Amount (if any) payable at expiry represents the
difference the Closing Price/Closing
Level of the Underlying Asset on the Valuation
Date and the Strike Price/Strike Level. See
“Category R CBBCs vs Category N CBBCs”
below.

between

What is the mandatory call features of CBBCs?
Mandatory Call Event

Subject to the limited circumstances set out in the
relevant Product Conditions in which a Mandatory
Call Event may be reversed, we must terminate
the CBBCs if a Mandatory Call Event occurs. A
Mandatory Call Event occurs if the Spot Price/
Spot Level of the Underlying Asset is:

(a) at or below the Call Price/Call Level (in the
case of a bull CBBC); or

(b) at or above the Call Price/Call Level (in the

case of a bear CBBC),

at any time during the Observation Period.

The Observation Period starts from and includes
the Observation Commencement Date of the
relevant CBBCs and ends on and includes the
Trading Day immediately preceding the Expiry
Date.

Subject to the limited circumstances set out in the
relevant Product Conditions in which a Mandatory
Call Event may be reversed and such modification
and amendment as may be prescribed by the Stock
Exchange from time to time:

(a) all trades in the CBBCs concluded via
auto-matching or manually after the time of
the occurrence of a Mandatory Call Event;
and



(b) where the Mandatory Call Event occurs
during a pre-opening session or closing
auction session (if applicable), all auction
trades in the CBBCs concluded in such
session and all manual trades concluded after
the end of the pre-order matching period in

such session,

will be invalid and will be cancelled, and will not
be recognised by us or the Stock Exchange.

The time at which a Mandatory Call Event occurs
will be determined by reference to:

(a) in respect of CBBCs over single equities
listed on the Stock Exchange or CBBCs over
exchange traded funds, the Stock Exchange’s
automatic matching
system time at which the Spot Price is at or
below the Call Price (in the case of a bull
CBBC) or is at or above the Call Price (in
the case of a bear CBBC); or

order and execution

(b) in respect of CBBCs over index, the time the
relevant Spot Level is published by the Index
Compiler at which the Spot Level is at or
below the Call Level (in the case of a bull
CBBC) or is at or above the Call Level (in
the case of a bear CBBC),

subject to the rules and requirements as prescribed
by the Stock Exchange from time to time.

Category R CBBCs vs. Category N CBBCs

The launch announcement and supplemental listing
document for the relevant series of CBBCs will
specify whether the CBBCs are Category R
CBBCs or Category N CBBCs.

“Category R CBBCs” refer to CBBCs for which
the Call Price/Call Level is different from their
Strike Price/Strike Level. In respect of a series of
Category R CBBCs, you may receive a cash
payment called the Residual Value upon the
occurrence of a Mandatory Call Event. The
amount of the Residual Value payable (if any) is
calculated by reference to:

(a) in respect of a series of bull CBBCs, the

difference between the Minimum Trade
Price/Minimum  Index Level of the
Underlying Asset and the Strike Price/Strike
Level; and

(b) in respect of a series of bear CBBCs, the
difference between the Strike Price/Strike
Level and the Maximum Trade Price/
Maximum Index Level of the Underlying
Asset.

“Category N CBBCs” refer to CBBCs for which
the Call Price/Call Level is equal to their Strike
Price/Strike Level. In respect of a series of
Category N CBBCs, you will not receive any cash
payment following the occurrence of a Mandatory
Call Event.

You must read the applicable Conditions and the
relevant launch announcement and supplemental
listing document to obtain further information on
the calculation formula of the Residual Value
applicable to Category R CBBCs.

investment in a

You may lose all of your

particular series of CBBCs if:

(a) in the case of a series of bull CBBCs, the
Minimum Trade Price/Minimum Index Level
of the Underlying Asset is equal to or less
than the Strike Price/Strike Level; or

(b) in the case of a series of bear CBBCs, the
Maximum Trade Price/Maximum Index Level
of the Underlying Asset is equal to or greater
than the Strike Price/Strike Level.

How is the funding cost calculated?

The issue price of a series of CBBCs represents
the difference between the initial reference spot
price/spot level of the Underlying Asset as at the
launch date of the CBBC and the Strike Price/
Strike Level, plus the applicable funding cost.

The initial funding cost applicable to each series
of CBBCs will be specified in the relevant launch
announcement and supplemental listing document
and will fluctuate throughout the life of the
CBBCs as the funding rate changes from time to
time. The funding rate is a rate determined by us
based on one or more of the following factors,
including but not limited to the Strike Price/Strike
Level, the prevailing interest rate, the expected life
of the CBBCs, expected notional dividends or
distributions in respect of the Underlying Asset
and the margin financing provided by us.
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Further details about the funding cost applicable to
a series of CBBCs will be described in the
relevant launch announcement and supplemental
listing document.

Do you own the Underlying Asset?

CBBCs convey no interest in the Underlying
Asset. We may choose not to hold the Underlying
Asset or any derivatives contracts linked to the
Underlying Asset. There is no restriction through
the issue of the CBBCs on the ability of us and/or
our affiliates to sell, pledge or otherwise convey
all right, title and interest in any Underlying Asset
or any derivatives products linked to the
Underlying Asset.

Where can you find the Product Conditions
applicable to our CBBCs?

You should review the Product Conditions
applicable to each type of the CBBCs before your
investment.

The Product Conditions applicable to each type of
our CBBCs are set out in Parts A, B and C of
Appendix 4 (as may be supplemented by any
addendum or the relevant launch announcement
and supplemental listing document).

What are the factors determining the price of a
series of CBBCs?

The price of a series of CBBCs tends to follow
closely the movement in the value of the
Underlying Asset in dollar (on the
assumption of an entitlement ratio of one CBBC to
one unit or share of the Underlying Asset).

value

However, throughout the term of a CBBC, its
price will be influenced by a number of factors,
including:

(a) the Strike Price/Strike Level and the Call
Price/Call Level;

(b) the likelihood of the
Mandatory Call Event;

occurrence of a

(c) for Category R CBBCs only, the probable
range of the Residual Value payable upon the
occurrence of a Mandatory Call Event;

(d) the time remaining to expiry;

(e) the interim interest rates and expected
dividend payments or other distributions on
the Underlying Asset or on any components

comprising the underlying index;
(f) the supply and demand for the CBBCs;

(g) the probable range of the Cash Settlement
Amounts;

(h) the liquidity of the Underlying Asset or
futures contracts relating to the underlying
index;

(i) our related transaction cost; and
(j)  our creditworthiness.
What is your maximum loss in CBBCs?

Your maximum loss in CBBCs will be limited to
your entire investment amount plus any transaction
cost.

How can you get information about the CBBCs
after issue?

You visit website at  http://
www.beawarrants.com.hk/ to  obtain  further
information on CBBCs or any notice given by us
in relation to our CBBCs.

may our



INFORMATION ABOUT US
Place of incorporation
The Bank of East Asia, Limited (“BEA”) is incorporated in Hong Kong with limited liability.
Profile and activities

Incorporated in Hong Kong in 1918, BEA is a leading Hong Kong-based financial services group listed
on the Stock Exchange with total consolidated assets of HK$860.4 billion (US$110.1 billion) as of 31
December 2023.

BEA provides a comprehensive range of wholesale banking, personal banking, wealth management, and
investment services to its customers throughout Greater China and beyond.

BEA maintains one of the largest retail networks in Hong Kong, with full-service branches,
SupremeGold and SupremeGold Private Centres for affluent and premium affluent customers
respectively; and innovative, extended hour i-Financial Centres conveniently located throughout the city.
BEA’s wholly-owned subsidiary, The Bank of East Asia (China) Limited operates one of the most
extensive networks of any foreign bank in the Chinese Mainland, with outlets in 38 cities nationwide.
Overseas, BEA maintains an active presence in Southeast Asia, the United Kingdom, and the United
States. Worldwide, BEA serves customers through around 130 outlets and offers rewarding and
challenging career opportunities to over 8,000 employees.

The BEA Group strives to be a positive, enabling force in the communities it serves and is committed to
long-term sustainable development. The BEA Group integrates social, environmental, ethical, employee,
and customer concerns into its business and operations with the aim of aligning the interests of its
stakeholders and the society at large.

For more information on BEA, please visit your nearest BEA branch or visit BEA’s homepage at
www.hkbea.com.



Management of BEA

The Board of Directors is the most senior body within BEA with ultimate responsibility for the strategy
and management of the company and for the supervision of its executive management.

The following table sets out the 17 members of the Board of Directors as of 31 January 2024:

Board of Directors Title

Dr. the Hon. Sir David LI Kwok-po Executive Chairman

Mr. Adrian David LI Man-kiu Co-Chief Executive

Mr. Brian David LI Man-bun Co-Chief Executive

Professor Arthur LI Kwok-cheung Non-executive Director (Deputy Chairman)
Mr. Aubrey LI Kwok-sing Non-executive Director

Mr. Winston LO Yau-lai Non-executive Director

Mr. Stephen Charles LI Kwok-sze Non-executive Director

Dr. Daryl NG Win-kong Non-executive Director

Mr. Masayuki OKU Non-executive Director

Dr. Francisco Javier SERRADO TREPAT Non-executive Director

Dr. Allan WONG Chi-yun Independent Non-executive Director (Deputy Chairman)
Dr. the Hon. Rita FAN HSU Lai-tai Independent Non-executive Director

Mr. Meocre LI Kwok-wing Independent Non-executive Director

Dr. the Hon. Henry TANG Ying-yen Independent Non-executive Director

Dr. Delman LEE Independent Non-executive Director

Mr. William Junior Guilherme DOO Independent Non-executive Director

Dr. David MONG Tak-yeung Independent Non-executive Director
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RISK FACTORS

Not all of the risk factors described below will be applicable to a particular series of Structured
Products. Please consider all risks carefully prior to investing in any Structured Products and consult
your professional independent financial adviser and legal, accounting, tax and other advisers with
respect to any investment in the Structured Products. Please read the following section together with the
risk factors set out in the relevant launch announcement and supplemental listing document.

General risks relating to us
Non-collateralised Structured Products
The Structured Products are not secured on any of

any collateral. Each
Structured Products constitutes

series of

general
unsecured contractual obligations and of no other
person and will rank equally with our other
unsecured contractual obligations and with our
unsecured and unsubordinated debt. At any given
time, the number of our Structured Products
outstanding may be substantial.

our assets or
our

Credit risk

If you purchase our Structured Products, you are
relying upon our creditworthiness and have no
rights under these products against:

(a) any company which issues the underlying
shares;

(b) any fund which issues the underlying

securities or its trustee (if applicable) or

manager; or
(c) any index compiler of the underlying index.

As our obligations under the Structured Products
are unsecured, we do not guarantee the repayment
of your investment in any Structured Product.

If we become insolvent or default
obligations under the Structured Products, you
may not be able to recover all or even part of the
amount due under the Structured Products (if any).

on our

Any downgrading of our ratings could result in a
reduction in the value of the Structured Products.

Hong Kong resolution regime

The Financial Institutions (Resolution) Ordinance
(“FIRO”) was enacted by the Legislative Council
of Hong Kong in June 2016. The FIRO (except
Part 8, section 192 and Division 10 of Part 15
thereof) came into operation on 7 July 2017.

The FIRO provides a regime for the orderly
resolution of financial institutions with a view to
avoiding or mitigating the risks otherwise posted
by their non-viability to the stability and effective
working of the financial system of Hong Kong,
including the continued performance of critical
financial functions. The FIRO seeks to provide the
relevant resolution authorities with a range of
powers to bring timely orderly
resolution in stabilise secure
continuity for a failing authorised institution in
Hong Kong. In particular, it is envisaged that
subject to guards, the
resolution authority would be provided with
powers to affect contractual and property rights as
well as payments (including in respect of any
priority of payment) that creditors would receive
in resolution, including but not limited to powers
to write off, or convert into equity, all or a part of
the liabilities of the failing financial institution.

about and

order to and

certain safe relevant

As an authorised institution incorporated in Hong
Kong, we are subject to and bound by the FIRO.
The exercise of any resolution power by the
relevant resolution authority under the FIRO in
respect of us may have a material adverse effect
on the value of the Structured Products, and as a
result, you may not be able to recover all or any
amount due under the Structured Products.

No deposit liability or debt obligation

We are obliged to deliver to you the Cash
Settlement Amount under the General Conditions
and the relevant Product Conditions of each series
of Structured Product upon expiry. We do not
intend (expressly, implicitly or otherwise) to create
a deposit liability or a debt obligation of any kind
by the issue of any Structured Product.
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Conflicts of interest

We and our subsidiaries (the “Group”) engages in
financial activities for our own account or the
account of others. The Group, in connection with
our other business activities, may possess or
acquire material information about the Underlying
Assets to which a Structured Product is linked.
Such activities may involve or otherwise affect the
Underlying Assets in a manner that may cause
consequences adverse to you or otherwise create
conflicts of interests in connection with the issue
of Structured Products by us. Such actions and
may include, the
purchase and sale of securities and exercise of
creditor rights. The Group:

conflicts without limitation,

(a) has no obligation to disclose such
information about the Underlying Assets or
such activities. The Group and our officers
and directors may engage in any
without regard to the
Structured Products by us or the effect that
such activities may directly or indirectly

have on any Structured Product;

such

activities issue of

(b) may from time to time engage in transactions
involving the Underlying Assets for our

proprietary accounts and/or for accounts

under our management and/or to hedge
against the market risk associated with
issuing the Structured Products. Such

transactions may have a positive or negative
effect on the price or level of the Underlying
Assets and consequently upon the value of
the relevant series of Structured Products;

(c) may from time to time act in other capacities
with regard to the Structured Products, such
as in an agency capacity and/or as the
liquidity provider; and/or

(d) may issue other derivative instruments in
respect of the Underlying Assets and the
introduction of such competing products into
the market place may affect the value of the
relevant series of Structured Products.

General risks in relation to Structured Products

You may lose all your investment in the Structured
Products

Structured Products involve a high degree of risk,
and are subject to a number of risks which may
include interest, time value, market and/or political
risks. Structured Products may expire worthless.

Options, warrants and equity linked instruments
are priced primarily on the basis of the price or
level of the Underlying Asset, the volatility of the
Underlying Asset’s price or level and the time
remaining to expiry of the Structured Product.

The price of Structured Products generally may
fall in value as rapidly as they may rise and you
should be prepared to sustain a significant or total
loss of the purchase price of the Structured
Products. Assuming all other factors are held
constant, the more the underlying share price, unit
price or index level of a Structured Product moves
in a direction against your anticipation and the
shorter its remaining term to expiration, the
greater the risk that you will lose all or a
significant part of your investment.

“European Style” Structured Products are only
exercisable on their respective Expiry Dates and
may not be exercised by you prior to the relevant
Expiry Date. Accordingly, if, on such Expiry Date,
the Cash Settlement Amount is zero or negative,
you will lose the value of your investment.

The risk of losing all or any part of the purchase
price of a Structured Product upon expiration
means that, in order to recover and realise a return
on your investment, you must generally anticipate
the direction, timing and magnitude of any change
in the price or level of the Underlying Asset
specified in the relevant launch announcement and
supplemental listing document correctly.

Changes in the price or level of an Underlying
Asset can be unpredictable, sudden and large and
such changes may result in the price or level of
the Underlying Asset moving in a direction which
will negatively impact upon the return on your
investment. You therefore risk losing your entire
investment (or, in the case of Inline Warrants, a
substantial part of your investment) if the price or
level of the relevant Underlying Asset does not
move in the anticipated direction.
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The value of the Structured Products may be
disproportionate or opposite to the movement in
price or level of the Underlying Assets

An investment in Structured Products is not the
same as owning the Underlying Assets or having a
direct investment in the Underlying Asset. The
market values of Structured Products are linked to
the relevant Underlying Assets and will be
influenced (positively or negatively) by it or them
but any change may not be comparable and may
be disproportionate. It is possible that while the
price or level of the Underlying Assets increases,
the value of the Warrant or CBBC decreases. In
the case of Inline Warrants, generally, ignoring
interim expected dividend
payments on the Underlying Asset or on any
components comprising the underlying index and
assuming all other factors remain constant, the
closer the price/level of the Underlying Asset
towards the mid-way of the Upper Strike Price/
Upper Strike Level and the Lower Strike Price/
Lower Strike Level, the greater the value of the
Inline Warrants; conversely, the farther the price/
level of the Underlying Asset from the mid-way of
the Upper Strike Price/Upper Strike Level and the
Lower Strike Price/Lower Strike Level, the lower
the value of the Inline Warrants.

interest rates and

If you intend to purchase any series of Structured
Products to hedge against the market risk
associated with investing in the Underlying Asset
specified in the relevant launch announcement and
supplemental listing document, you should
recognise the complexities of utilising Structured
Products in this manner. For example, the value of
the Structured Products may not exactly correlate
with the price or level of the Underlying Asset.
Due to fluctuations in supply and demand for
Structured Products, there is no assurance that
their value will correlate with movements of the
Underlying Asset.

Possible illiquidity of secondary market

It is not possible to predict if and to what extent a
secondary market may develop in any series of
Structured Products and at what price such series
of Structured Products will trade in the secondary
market and whether such market will be liquid or
illiquid. The fact that the Structured Products are
listed does not necessarily lead to greater liquidity
than if they were not listed.

A lessening of the liquidity of the affected series
of Structured Products may cause, in turn, an
increase in the volatility associated with the price
of such Structured Products.

While we have, or will appoint, a liquidity
provider for the purpose of making a market for
each series of Structured Products, there may be
circumstances outside our control or the appointed
liquidity provider’s control where the appointed
liquidity provider’s ability to make a market in
some or all series of Structured Products is
limited, restricted, and/or limitation,
frustrated. In such circumstances we will use our
best endeavours to appoint an alternative liquidity
provider.

without

Interest rates

Value of the Structured Products in the secondary
market may be sensitive to movements in interest
rates. A variety of factors influence interest rates
such as  macro governmental,
speculative and market sentiment factors. Such
fluctuations may have an impact on the value of
the Structured Products at any time prior to
valuation of the Underlying Assets relating to the
Structured Products.

economic,

Time decay

The settlement amount of certain series of
Structured Products at any time prior to expiration
may be less than the trading price of such
Structured Products at that time. The difference
the trading price and the
amount will reflect, among other things, a “time
value” of the Structured Products. The
value” of the Structured Products will depend
upon, among others, the length of the period
remaining to  expiration expectations
concerning the range of possible future prices or
levels of the Underlying Assets. The value of a
Warrant or CBBC is likely to decrease over time.
The value of an Inline Warrant is likely to
decrease over time when the price or level of the
Underlying Asset falls outside the range between
the Upper Strike Price or Upper Strike Level and
the Lower Strike Price or Lower Strike Level
(both inclusive), ignoring interim interest rates and
expected dividend payments on the Underlying
Asset or on any components comprising the
underlying index and assuming all other factors
constant. Therefore, the Structured
Products should not be viewed as products for
long term investments.

between settlement

“time

and

remain
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Taxes

You may be required to pay stamp duty or other
taxes or other documentary charges. If you are in
doubt as to your tax position, you should consult
your own independent tax advisers. In addition,
you should be aware that tax regulations and their
application by the relevant taxation authorities
may change from time to time. Accordingly, it is
not possible to predict the precise tax treatment
which will apply at any given time. See “Taxation
in Hong Kong” in the section headed “Taxation”
on page 27 for further information.

Modification to the Conditions

Under the Conditions, we may, without your
consent, effect any modification of the terms and
conditions applicable to the Structured Products or
the Instrument which, in our opinion is:

(a) not materially prejudicial to the interests of
the holder of the Structured Products
generally (without considering the
circumstances of any individual holder or the
tax or other consequences of such
modification in any particular jurisdiction);

(b) of a formal, minor or technical nature;
(c) made to correct a manifest error; or

(d) necessary in order to comply with mandatory
provisions of the laws or regulations of Hong
Kong.

Possible early termination for illegality or
impracticability

If we determine in good faith and in a
commercially reasonable manner that, for reasons
beyond our control, it has become or it will

become illegal or impracticable:

(a) for us to perform our obligations under the
Structured Products in whole or in part as a
result of (i) the adoption of or any change in
any relevant law or regulation or (ii) the

promulgation of, or any change, in the
interpretation by any court, tribunal,
governmental, administrative, legislative,

regulatory or judicial authority or power with
competent jurisdiction of any relevant law or
regulation, (each of (i) and (ii), a “Change
in Law Event”); or

(b) for us or our affiliates to maintain our
hedging arrangements with respect to the
Structured Product due to a Change in Law

Event,

we may terminate such Structured Products early.
If we terminate the Structured Products early, we
will, if and to the extent permitted by applicable
law, pay an amount determined by us in good faith
and in commercially reasonable manner to be the
fair market value notwithstanding the illegality or
impracticability less our cost of unwinding any
related hedging arrangements. Such amount may
be substantially less than your initial investment
and may be zero.

Exchange rate risk

There may be an exchange rate risk in the case of
cash settled Structured Products where the Cash
Settlement Amount will be converted from a
foreign currency into the Settlement Currency.
Exchange rates between currencies are determined
by forces of supply and demand in the foreign
exchange markets. These forces in turn,
affected by factors such as international balances
of payments and other economic and financial
conditions, government intervention in currency
markets and trading  speculations.
Fluctuations in foreign exchange rates, foreign
political and economic developments and the
imposition of exchange controls or other foreign
governmental laws or restrictions applicable to
such investments may affect the foreign currency
market prices the exchange rate-adjusted
equivalent prices of the Structured Products.
Fluctuations in the exchange rate of any one

are,

currency

and

currency may be offset by fluctuations in the
exchange rate of other relevant currencies.

Risks in relation to the Underlying Asset
You have no right to the Underlying Asset

Unless specifically indicated in the Conditions,
you will not be entitled to any:

(a) voting rights or rights to receive dividends or
other distributions or any other rights that a
holder of the underlying shares or units
would normally be entitled to; or

(b) voting rights or rights to receive dividends or
other distributions or any other rights with
respect to any company constituting any
underlying index.



Valuation risk

An investment in Structured Products may involve
valuation risk with regards to the Underlying Asset
to which the particular series of Structured
Products relate. The price or level of the
Underlying Asset may vary over time and may
increase or decrease by reference to a variety of
factors which may include corporate actions,
macro economic factors, speculation and, where
the Underlying Asset is an index, changes in the
formula for or the method of calculating the
underlying index.

You must be experienced with dealings in these
types of Structured Products and must understand
the risks associated with dealings in such products.
You should reach an investment decision only
after careful consideration, with your advisers, of
the suitability of any Structured Product in light of
your particular financial circumstances, the
information regarding the relevant Structured
Product and the particular Underlying Asset to
which the value of the relevant Structured Product
relates.

Adjustment related risk

Certain events relating to the Underlying Asset
require or, as the case may be, permit us to make
certain adjustments or amendments to the
Conditions.  You have limited anti-dilution
protection under the Conditions of the Structured
Products. We may, in our sole and absolute
discretion, adjust, among other things, the
Entitlement, the Exercise Price, the Strike Level,
the Call Price, the Upper Strike Price, the Lower
Strike Price or any other terms (including without
limitation the closing price or the closing level of
the Underlying Asset) of any series of Structured
Product. However, we are not required to make an
adjustment for every event that may affect an
Underlying Asset, in which case the market price
of the Structured Product and the return upon the
expiry of the Structured Product may be affected.

In the case of Structured Products which relate to
an index, the level of the underlying index may be
published by the index compiler at a time when
one or more shares comprising the underlying
index are not trading. If this occurs on the
Valuation Date but such occurrence does not
constitute a Market Disruption Event under the
Conditions, then the value of such share(s) may
not be included in the level of the underlying
index. In addition, certain events relating to the
index (including a material change in the formula

or the method of calculating the underlying index
or a failure to publish the underlying index) permit
us to determine the level of the underlying index
on the basis of the formula or method last in
effect prior to such change in formula or method.

Suspension of trading

Prior to the Expiry Date, if trading or dealing in
the Underlying Assets is suspended on the Stock
Exchange, trading or dealing in the relevant series
of Structured Product will be suspended for a
similar period. In addition, if an Underlying Asset
is an index and the calculation and/or publication
of the index level by the index compiler is
suspended for whatever reasons, trading in the
relevant series of Structured Products may be
suspended for a similar period. The value of the
Warrants and CBBCs will decrease over time. The
value of an Inline Warrant is also likely to
decrease over time when the price or level of the
Underlying Asset falls outside the range between
the Upper Strike Price or Upper Strike Level and
the Lower Strike Price or Lower Strike Level
(both inclusive), ignoring interim interest rates and
expected dividend payments on the Underlying
Asset comprising the
underlying index and assuming all other factors
remain constant. You should note that in the case
of a prolonged suspension period, the market price
of the Structured Products may be subject to a
significant impact of time decay of such prolonged
suspension period and may fluctuate significantly
upon resumption of trading after the suspension
period of the Structured Products. This may
adversely affect your investment in the Structured
Products.

or on any components

Delay in settlement

Unless otherwise specified in the relevant
Conditions, in the case of any expiry of Structured
Products, there may be a time lag between the
date on which the Structured Products expire and
the time the applicable settlement amount relating
to such event is determined. Any such delay
between the time of expiry and the determination
of the settlement amount will be specified in the

relevant Conditions.
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However, such delay could be significantly longer,
particularly in the case of a delay in the expiry of
such  Structured Products arising from a
determination by us that a Market Disruption
Event, Settlement Disruption Event or delisting of
a company has occurred at any relevant time or
that adjustments are required in accordance with
the Conditions.

The applicable settlement amount may change
significantly during any such period, and such
movement or movements could decrease or modify
the settlement amount of the Structured Products.

You should note that in the event of a Settlement
Disruption Event or a Market Disruption Event,
payment of the Cash Settlement Amount may be
delayed as more fully described in the Product
Conditions.

Risk specific to underlying asset adopting the
multiple counters model

Where the Underlying Asset adopts the multiple
counters model for trading its units or shares on
the Stock Exchange in Hong Kong dollars
(“HKD”) and one or more foreign currencies
(such as Renminbi and/or United States Dollars)
(each a “Foreign Currency”) separately, the
novelty and relatively untested nature of the Stock
Exchange’s multiple counters model may bring the
following additional risks:

(a) the Structured Products may be linked to the
units or shares traded in HKD or Foreign
Currency. If the Underlying Asset is the units
or shares traded in one currency counter,
movements in the trading prices of the units
or shares traded in another currency counter
should not directly affect the price of the
Structured Products;

(b) if there is a suspension of inter-counter
transfer of such units or shares between
different currency counters for any reason,
such units or shares will only be able to be
traded in the relevant currency counter on
the Stock Exchange, which may affect the
demand and supply of such units or shares
and have an adverse effect on the price of
the Structured Products; and

(c) the trading price on the Stock Exchange of
the units or shares traded in one currency
counter may deviate significantly from the
trading price on the Stock Exchange of units
or shares traded in another currency counter
due to different factors, such as market
liquidity, foreign exchange conversion risk,
supply and demand in each counter and
exchange rate fluctuation. Changes in the
trading price of the Underlying Asset in the
relevant currency counter may adversely
affect the price of the Structured Products.

Risk relating to liquidation or termination of the
Underlying Asset

In the case of Structured Products which relate to
shares of a company, in the event of liquidation,
winding up or dissolution of the company that
issues the underlying shares, the Structured
Products shall lapse and cease to be valid, except
that in the case of put Warrants or bear CBBCs,
we may pay to you the residual value (if any) less
our costs of unwinding any related hedging
arrangements as determined by us, which may be
substantially less than your initial investment and
may be zero.

In the case of Structured Products which relate to
units or shares of a fund, in the event of
termination or liquidation of a fund that issues the
underlying units or shares or the appointment of a
receiver or administrator or analogous person to
the fund, the Structured Products shall lapse and
cease to be wvalid. You will lose all your
investment.

Risks relating to Structured Products over
funds

General risks

In the case of Structured Products which relate to
units or shares of a fund:

(a) we and our affiliates do not have the ability
to control or predict the actions of the trustee
(if applicable) or the manager of the relevant
fund. Neither the trustee (if applicable) nor
the manager of the relevant fund (i) is
involved in the offer of any Structured
Product in any way, or (ii) has any obligation
to consider the interests of the holders of any
Structured Product in taking any corporate
actions that might affect the value of any
Structured Product; and

(b) we have no role in the relevant fund. The
trustee (if applicable) or manager of the
relevant fund is responsible for making
strategic, investment and other trading
decisions with respect to the management of
the relevant fund consistent with its
investment objectives and in compliance with
the investment restrictions as set out in the
constitutive documents of the relevant fund.
The manner in which the relevant fund is
managed and the timing of the manager’s
actions may have a significant impact on the
performance of the relevant fund. Hence, the
market price of the relevant units or shares is
also subject to these risks.
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Commodity market risk

Where the underlying asset comprises the units or
shares of an exchange traded fund (“ETF”) whose
value relates directly to the value of a commodity,
you should note that fluctuations in the price of
the commodity could materially adversely affect
the value of the wunderlying units or shares.
Commodity market is generally subject to greater
risks than other markets. The price of a
commodity is highly volatile. Price movement of a
commodity is influenced by, among other things,
interest rates, changing market supply and demand
relationships, trade, fiscal, monetary and exchange
control programmes and policies of governments,
and international political and economic events
and policies.

Exchange traded funds

In the case of Structured Products linked to units
or shares of an ETF, you should note that:

(a) an ETF is exposed to the economic, political,
currency, legal and other risks of a specific
sector or market related to the underlying
asset pool or index or market that the ETF is
designed to track;

(b) there may be disparity between the
performance of the ETF and the performance
of the underlying asset pool or index or
market that the ETF is designed to track as a
result of, for example, failure of the tracking
strategy, currency differences, and
expenses; and

fees

(c) where the underlying asset pool or index or

market that the ETF tracks is subject to
access, the efficiency in the
creation or redemption of units or shares to
keep the price of the ETF in line with its net
asset value may be disrupted, causing the
ETF to trade at a higher premium or discount
to its net asset value. Hence, the market
price of the Structured Products will also be
indirectly subject to these risks.

restricted

Synthetic exchange traded funds

Additionally, where the Underlying Asset
comprises the units or shares of an ETF adopting
a synthetic replication investment strategy to
achieve its investment objectives by investing in
financial derivative linked to the
performance of an underlying asset pool or index
that the ETF is designed to track (“Synthetic
ETF”), you should note that:

instruments

(a) investments in financial derivative
instruments will expose the Synthetic ETF to
the credit, potential  contagion and

concentration risks of the counterparties who
issued such financial derivative instruments.
are predominantly
international financial institutions, the failure
counterparty may have a
negative effect on other counterparties of the
Synthetic ETF. Even if the Synthetic ETF
has collateral to reduce the counterparty risk,
there may still be a risk that the market
value of the collateral has fallen substantially
when the Synthetic ETF seeks to realise the
collateral; and

As such counterparties

of one such

(b) the Synthetic ETF may be exposed to higher
liquidity risk if the Synthetic ETF invests in
financial derivative instruments which do not
have an active secondary market.

The above risks may have a significant impact on
the performance of the relevant ETF or Synthetic
ETF and hence the market price of Structured
Products linked to such ETF or Synthetic ETF.

Risk specific to ETF investing through the QFI
regimes and/or China Connect

Where the Underlying Asset comprises units or
shares of an ETF (“China ETF”) issued and
Chinese Mainland with direct
investment in the Chinese Mainland’s securities
markets through the Qualified Foreign Institution
Investor regime and Renminbi Qualified Foreign
Institutional Investor regime (collectively, “QFI
regimes”) and the Shanghai-Hong Kong Stock
Connect and/or Shenzhen-Hong Kong Stock
Connect (collectively, “China Connect”), you
should note that, amongst others:

traded outside
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(@)

(b)

(c)

the policy and rules for the QFI regimes and
China Connect prescribed by the Chinese
Mainland government are subject to change,
and there may be uncertainty to their
implementation. The uncertainty and change
of the and regulations in Chinese
Mainland may adversely impact on the
performance of China ETFs and the trading
price of the relevant units or shares;

laws

a China ETF primarily invests in securities
traded in the Chinese Mainland’s securities
markets and is subject to concentration risk.
the Chinese Mainland’s
markets (which are inherently
stock markets with restricted access) involves
certain risks and special considerations as
compared with investment in more developed
economies or markets, greater
political, tax, economic, foreign exchange,
liquidity and regulatory risks. The operation
of a China ETF may also be affected by
interventions by the applicable government(s)
and regulators in the financial markets;

Investment in
securities

such as

trading of securities invested by a China ETF
under China Connect will be subject to a
daily quota which is utilised on a
first-come-first-serve basis under the China
Connect. In the event that the daily quota
under China Connect is reached, the manager
may need to suspend creation of further units
or shares of such China ETF, and therefore
may affect the liquidity in unit or share
trading of such China ETF. In such event,
the trading price of a unit or share of such
China ETF is likely to be at a significant
premium to its net asset value, and may be
highly volatile. The People’s Bank of China
and the State Administration of Foreign
Exchange have jointly published the detailed
implementation removing the
investment quota under the QFI regimes with
effect from 6 June 2020; and

rules

(d) there are risks and uncertainties associated
with the current Chinese Mainland tax laws
applicable to a China ETF investing in
Chinese Mainland through the QFI regimes
and/or China Connect. Although such China
ETF may have made a tax provision in
respect of potential liability, the
provision may be excessive or inadequate.
Any shortfall between the provisions and
actual tax liabilities may be covered by the
assets of such China ETF and may therefore
adversely affect the net asset value of such
China ETF and the market value and/or
potential payout of the Structured Products.

tax

The above risks may have a significant impact on
the performance of the relevant units or shares and
the price of the Structured Products.

Please read the offering documents of the relevant
China ETF to understand its key features and
risks.

Real estate investment trust (“REIT”)

Where the Underlying Asset comprises the units of
a REIT, you should note that the investment
objective of a REIT is to invest in a real estate
portfolio. Each REIT is exposed to risks relating
to investments in real estate, including but not
limited to (a) adverse changes in political or
economic conditions; (b) changes in interest rates
and the availability of debt or equity financing,
which may result in an inability by the REIT to
maintain or improve the real estate portfolio and
finance acquisitions; (c) changes in
environmental, zoning and other governmental
rules; (d) changes in market rents; (e) any required
repair and maintenance of the portfolio properties;
(f) breach of any property laws or regulations; (g)
the relative illiquidity of real estate investment;
(h) real estate taxes; (i) any hidden interests in the
portfolio properties; (j) any increase in insurance
premiums and (k) any uninsurable losses.

future



There may also be disparity between the market
price of the units of a REIT and the net asset
value per unit. This is because the market price of
the units of a REIT also depends on many factors,
including but not limited to (a) the market value
and perceived prospects of the real estate
portfolio; (b) changes in economic or market
conditions; (c) changes in market valuations of
similar companies; (d) changes in interest rates;
(e) the perceived attractiveness of the units of the
REIT against those of other equity securities; (f)
the future size and liquidity of the market for the
units and the REIT market generally; (g) any
future changes to the regulatory system, including
the tax system and (h) the ability of the REIT to
implement its investment and growth strategies
and to retain its key personnel.

The above risks may have a significant impact on
the performance of the relevant units and the price
of the Structured Products.

Risks Relating to Inline Warrants

The Inline Warrants are exotic warrants and are
not comparable to the Warrants

The Inline Warrants are exotic warrants with
different terms and risk and profile
compared to standard call or put Warrants listed
on the Stock Exchange and are not comparable to
the Warrants. The Inline Warrants carry exotic
features and their terms and pricing may be more
complicated than the Warrants. The Inline
Warrants may behave quite differently from the
Warrants and other exotic warrants in its response
to the price levels/levels or movements in the
price/level of the Underlying Asset. The pricing
structure of the Inline Warrants requires investors
to assess accurately the value of the Inline
Warrants in relation to the expected probability of
the Average Price/Closing Level falling within the
range between the Upper Strike Price/Upper Strike
Level and the Lower Strike Price/Lower Strike
Level (both inclusive). The Inline Warrants are
highly complicated and risky financial instruments
and may be difficult for investors to properly
value and/or to use as a hedging tool. You should
carefully review and understand the Conditions,
including the exotic features, before deciding to
invest in the Inline Warrants. In particular, you
should note that the Inline Warrants provide a
pre-fixed potential payoff at either a capped
amount or a floor amount at expiry. If the

return

Average Price/Closing Level falls outside the
range between the Lower Strike Price/Lower
Strike Level and the Upper Strike Price/Upper
Strike Level (both inclusive), you will receive a
lower fixed and floor amount equal to the
Minimum Payoff Amount per Inline Warrant
(which may be substantially less than your initial
investment) at expiry and may suffer loss in your
investment. You will still receive the Minimum
Payoff Amount per Inline Warrant in this scenario
because such amount is included in the price you
pay for buying the Inline Warrants. Do not invest
in the Inline Warrants unless you fully understand
them willing to the risks
associated with them.

and are assume

Maximum potential payoff is fixed and capped

If the Average Price/Closing Level stays within the
range between the Strike Price/Lower
Strike Level and the Upper Strike Price/Upper
Strike Level (both inclusive), we will only pay
you a fixed and capped amount equal to the
Maximum Payoff Amount per Inline Warrant at
expiry. This is the maximum potential payoff
under the Inline Warrants.

Lower

Rejection of orders and trades at the price above
HK$1

You should note that any orders and reported
trades of Inline Warrants at the price above HK$1
will be automatically rejected upon their entry to
the Stock Exchange’s trading system. The Stock
Exchange and its recognised exchange controller,
HKEX, will not incur any liability (whether based
on contract, tort (including, without limitation,
negligence), or any other legal or equitable
grounds and without regard to the circumstances
giving rise to any purported claim except in the
case of wilful misconduct on the part of the Stock
Exchange and/or HKEX) any direct,
consequential, special, indirect, economic,
punitive, exemplary or any other loss or damage
suffered or incurred by us or any other party
arising from or in connection with such rejection
of orders and trades, including without limitation,

for

any delay, failure, mistake or error in such
rejection of orders and trades.
We and our affiliates shall not have any

responsibility for any losses suffered as a result of
such rejection of orders and trades in any
circumstances.



Prohibition on the sale of certain binary options
in European retail markets

There have been regulatory concerns over the sale
of certain binary options to retail investors across
the European Union in recent years. Such binary
options are typically traded over-the-counter with
bespoke structures and are very short-term, making
them extremely Until
recently, the FEuropean Securities and Markets
Authority (“ESMA”) implemented a temporary
ban on the marketing, distribution or sale of
binary options to retail customers in the European
Union except for securitised binary options. The
temporary ban expired and was lifted by ESMA on
1 July 2019 based on the fact that most national
competent authorities within the European Union
had taken permanent national product intervention
measures relating to binary options that are at
least as stringent as ESMA’s measure. For
example, the Financial Conduct Authority (“FCA”)
in the United Kingdom (a then European Union
member) imposed a permanent ban effective from
2 April 2019 on the marketing, distribution or sale
of all binary options (including securitised binary
options) to retail customers in the United Kingdom
while the Federal Financial Supervisory Authority
(“BaFin”) in Germany and the Autorite des
Marches Financiers (“AMF”) of France had also
permanently banned the marketing, distribution or
sale of binary options (other than securitised
binary options) to retail customers.

speculative in nature.

The Inline Warrants are a form of securitised
binary options. Unlike the binary options in the
European retail markets as described above, the
Inline Warrants listed on the Stock Exchange have
a more standardised structure and relatively longer
period to expiry (with a minimum duration of 6
months before expiry).

Irrespective of the differences between the Inline
Warrants listed on the Stock Exchange and the
binary options in Europe, you should nevertheless
note the approach taken by the European
regulators over binary options. The Inline Warrants
are complex products. You should fully understand
the structure and terms and conditions of the
Inline Warrants and are willing to assume the risks
associated with them before investing in the Inline
Warrants.

Risk relating to CBBCs

Correlation between the price of a CBBC and the
price/level of the Underlying Asset

When the Underlying Asset of a CBBC is trading
at a price/level close to its Call Price/Call Level,
the price of that CBBC tends to be more volatile
and any change in the value of that CBBC at such
time may be incomparable and disproportionate to
the change in the price/level of the Underlying
Asset.

Mandatory Call Event is irrevocable except in
limited circumstances

A Mandatory Call Event is irrevocable unless it is
triggered as a result of any of the following
events:

(a) system malfunction or other technical errors
of HKEX (such as the setting up of wrong
Call Price/Call Level and other parameters),
and such event is reported by the Stock
Exchange to us and we and the Stock
Exchange  mutually agree that such
Mandatory Call Event is to be revoked; or
(b) manifest errors caused by the relevant third
party price source where applicable (such as
miscalculation of the index level by the
relevant index compiler), and such event is
reported by us to the Stock Exchange and we
and the Stock Exchange mutually agree that
such Mandatory Call Event is to be revoked,

in each case, such mutual agreement must be
reached between the Stock Exchange and us no
later than such time as prescribed in the relevant
launch announcement and supplemental listing
document. Upon revocation of the Mandatory Call
Event, trading of the CBBCs will resume and any
trade cancelled after such Mandatory Call Event
will be reinstated.
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Non-recognition of Post MCE Trades

The Stock Exchange and its recognised exchange
controller, HKEX, shall not incur any liability
(whether based on contract, tort (including,
without limitation, negligence), or any other legal
or equitable grounds and without regard to the
circumstances giving rise to any purported claim
except in the case of wilful misconduct on the part
of the Stock Exchange and/or HKEX) for any
direct, consequential, special, indirect, economic,
punitive, exemplary or any other loss or damage
suffered or incurred by us or any other party
arising from or in connection with the Mandatory
Call Event or the suspension of trading (“Trading
Suspension”) or the non-recognition of trades
after a Mandatory Call Event (“Non-Recognition
of Post MCE Trades”), including without
limitation, any delay, failure, mistake or error in
the Trading Suspension or Non-Recognition of
Post MCE Trades.

We and our affiliates shall not have any
responsibility towards you for any losses suffered
as a result of the Trading Suspension and/or
Non-Recognition of Post MCE Trades in
connection with the occurrence of a Mandatory
Call Event, notwithstanding that such Trading
Suspension or Non-Recognition of Post MCE
Trades may have occurred as a result of an error
in the observation of the event.

Residual Value will not include residual funding
cost

For Category R CBBCs, the Residual Value (if
any) payable by us following the occurrence of a
Mandatory Call Event will not include the residual
funding cost for the CBBCs. You will not receive
any residual funding cost back from us upon early
termination of a Category R CBBC following the
occurrence of a Mandatory Call Event.

Delay in announcements of a Mandatory Call
Event

The Stock Exchange will notify the market as
soon as practicable after the CBBC has been
called. You must however be aware that there may
be delay in the announcements of a Mandatory
Call Event due to technical
failures and other factors that are beyond our
control or the control of the Stock Exchange.

errors or system

Our hedging activities may adversely affect the
price/level of the Underlying Asset

We and/or any of our affiliates may carry out
activities that minimise our risks related to the
CBBCs, including effecting transactions for our
own account or for the account of our customers
and hold long or short positions in the Underlying
Asset whether for risk reduction purposes or
otherwise. In addition, in connection with the
offering of any CBBCs, we and/or any of our
affiliates may enter into one or more hedging
transactions with respect to the Underlying Asset.
In connection with such hedging or market-making
activities or with respect to proprietary or other
trading activities by us and/or any of our affiliates,
we and/or any of our affiliates may enter into
transactions in the Underlying Asset which may
affect the market price, liquidity or price/level of
the Underlying Asset and/or the value of CBBCs
and which could be deemed to be adverse to your
interests. We and/or our affiliates are likely to
modify our hedging positions throughout the life
of the CBBCs whether by effecting transactions in
the Underlying Asset or in derivatives linked to
the Underlying Asset. Further, it is possible that
the advisory which we and/or
affiliates provide in the ordinary course of our
business could lead to an adverse impact on the
value of the Underlying Asset.

services our

Unwinding of hedging arrangements

The trading and/or hedging activities of us and/or
our affiliates related to CBBCs other
financial instruments issued by us from time to

and/or

time may have an impact on the price/level of the
Underlying Asset and may trigger a Mandatory
Call Event. In particular, when the Underlying
Asset is trading close to the Call Price/Call Level,
our unwinding activities may cause a fall or rise
(as the case may be) in the trading price/level of
the Underlying Asset, leading to a Mandatory Call
Event as a result of such unwinding activities.

In respect of Category N CBBCs, we and/or our
affiliates may unwind any hedging transactions
entered into by us and/or our affiliates in relation
to the CBBCs at any time even if such unwinding
activities may trigger a Mandatory Call Event.
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In respect of Category R CBBCs, before the
occurrence of a Mandatory Call Event, we and/or
our affiliates may unwind our hedging transactions
relating to the CBBCs in proportion to the amount
of the CBBCs we and/or our affiliates repurchase
from time to time. Upon the occurrence of a
Mandatory Call Event, we and/or our affiliates
may unwind any hedging transactions in relation
to the CBBCs. Such unwinding activities after the
occurrence of a Mandatory Call Event may affect
the trading price/level of the Underlying Asset and
consequently the Residual Value for the CBBCs.

Risks relating to the legal form of the
Structured Products

Each will be
represented by a global certificate registered in the
name of HKSCC Nominees Limited (or such other
nominee company as may be used by HKSCC
from time to time in relation to the provision of
nominee services to persons admitted for the time
being by HKSCC as a participant of CCASS).

series of Structured Products

Structured Product issued in global registered form
held on your behalf within a clearing system
effectively means evidence of your title and
efficiency of ultimate delivery of the Cash
Settlement Amount will be subject to the CCASS
Rules. Amongst the risks, you should note that:

(a) you will not receive any definitive
certificates where the Structured Product is
to remain in the name of HKSCC Nominees
Limited for its entire life;

(b) any register that is maintained by us or on
our behalf, while available for inspection by
you, will not be capable of registering any
interests other than that of the legal title
owner, in other words, it will record at all
times that the Structured Products are being
held by HKSCC Nominees Limited;

(c) you will have to rely solely upon your
broker/custodians and the statements you
receive from such party as evidence of your
interests in the investment;

(d) notices or announcements will be published
on the HKEX website and/or released by
HKSCC to its participants via CCASS. You
will need to check the HKEX website
regularly and/or rely on your brokers/
custodians  to  obtain  such  notices/
announcements; and

(e) following the Expiry Date and the
determination by us of the Cash Settlement
Amount (if any), our obligations to you will
be duly fulfilled by payment of the Cash
Settlement Amount (if any) to HKSCC
Nominees Limited as the “holder” of the
Structured Products in accordance with the
Conditions. HKSCC or HKSCC Nominees
Limited will then distribute the received
Cash Settlement Amount to the respective
CCASS participants in accordance with the
CCASS Rules.

Payments made by us to certain holders with
respect to the Structured Products may be
subject to United States federal withholding tax
under the United States Foreign Account Tax
Compliance Act

The Foreign Account Tax Compliance Act
(“FATCA”) generally imposes a 30 percent United
States federal withholding tax on certain United
States source payments, including interest (and
original issue discount), dividends (and ‘“dividend
equivalent” payments), or other fixed or
determinable annual or periodical gain, profits, and
and on the gross proceeds from a
disposition of property of a type which can
produce United States source interest or dividends
(“Withholdable Payments™), if paid to a foreign
financial institution (including amounts paid to a
foreign financial institution on behalf of an
account holder), unless such institution enters into
an agreement with the U.S. Treasury Department
to collect and provide to the U.S. Treasury
Department substantial information regarding
United States account holders (including certain
account holders that are foreign entities with
United States owners) with such institution, or
such institution otherwise complies with its
obligations under FATCA. A Structured Product
may constitute an account for these purposes.
FATCA also generally imposes a withholding tax
of 30 percent on Withholdable Payments made to
a non-financial foreign entity unless such entity
provides the withholding agent with a certification
that it does not have any substantial United States
owners or a certification identifying the direct and
indirect substantial United States owners of the
entity, or otherwise establishes an exemption.

income,
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In addition, under FATCA, “passthru payments”
made by a foreign financial institution to
“recalcitrant account holders” or non-compliant
foreign financial institutions are subject to a 30
percent United States federal withholding tax. A
“recalcitrant account holder” generally is a holder
of an account with a foreign financial institution
that fails to comply with certain requests for
information that will help enable the relevant
foreign financial institution to comply with its
obligations under FATCA (a Structured Product
may constitute an account for these purposes).
Pursuant to the U.S. Treasury regulations, a
passthru payment is any Withholdable Payment
and any “foreign passthru payment”, which has yet
to be defined.

If we determine that withholding is appropriate
with respect to the Structured Products, we (or an
applicable withholding agent) would be entitled to
withhold taxes at the applicable statutory rate
without being required to pay any additional
amounts with respect to amounts so withheld. See
“United States taxation — The Foreign Account
Tax Compliance Act” in the section headed
“Taxation”.

Effect of the combination of risk factors
unpredictable

Two or more risk factors may simultaneously have
an effect on the value of a series of Structured
Products such that the effect of any individual risk
factor may not be predictable. No assurances can
be given as to the effect any combination of risk
factors may have on the value of a series of
Structured Products.
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TAXATION

The following section is of a general nature which is intended as a general guide only, and is based on
current law and practice in Hong Kong and United States. It summarises certain aspects of taxation in
Hong Kong and United States, which may be applicable to the Structured Products but is not purported
to be a comprehensive description of all tax considerations which may be of relevance. If you are in any
doubt as to your tax position on the purchase, ownership, transfer, holding or exercise of any Structured
Product, you are strongly advised to consult your own tax advisers.

General

You may be required to pay stamp duties, taxes and other charges in accordance with the laws and
practices of the country of purchase in addition to the purchase price of each Structured Product.

Taxation in Hong Kong

No tax is payable in Hong Kong by withholding or otherwise in respect of any capital gains arising on
the sale of the Structured Products, except that Hong Kong profits tax may be chargeable on any such
gains in the case of certain persons carrying on a trade, profession or business in Hong Kong.

You do not need to pay any stamp duty in respect of purely cash settled Structured Products.
United States taxation — The Foreign Account Tax Compliance Act

The Foreign Account Tax Compliance Act (“FATCA”) (Sections 1471 through 1474 of the U.S. Internal
Revenue Code) generally imposes a 30 percent United States federal withholding tax on certain United
States source payments, including interest (and original issue discount), dividends (and “dividend
equivalent” payments), or other fixed or determinable annual or periodical gain, profits, and income, and
on the gross proceeds from a disposition of property of a type which can produce United States source
interest or dividends (“Withholdable Payments”), if paid to a foreign financial institution (including
amounts paid to a foreign financial institution on behalf of an account holder), unless such institution
enters into an agreement with the U.S. Treasury Department to collect and provide to the U.S. Treasury
Department substantial information regarding United States account holders (including certain account
holders that are foreign entities with United States owners) with such institution, or such institution
otherwise complies with its obligations under FATCA. A Structured Product may constitute an account
for these purposes. FATCA also generally imposes a withholding tax of 30 percent on Withholdable
Payments made to a non-financial foreign entity unless such entity provides the withholding agent with
a certification that it does not have any substantial United States owners or a certification identifying
the direct and indirect substantial United States owners of the entity, or otherwise establishes an
exemption. Under certain circumstances, a holder may be eligible for refunds or credits of such taxes.

In addition, under FATCA, “passthru payments” made by a foreign financial institution to “recalcitrant
account holders” or non-compliant foreign financial institutions are subject to a 30 percent United States
federal withholding tax. A “recalcitrant account holder” generally is a holder of an account with a
foreign financial institution that fails to comply with certain requests for information that will help
enable the relevant foreign financial institution to comply with its obligations under FATCA (a
Structured Product may constitute an account for these purposes). Pursuant to the U.S. Treasury
regulations, a passthru payment is any Withholdable Payment and any “foreign passthru payment”,
which has yet to be defined.

Under the current United States Treasury regulations and related guidance, the 30 percent United States
federal withholding tax on “recalcitrant account holders” or non-compliant foreign financial institutions
generally may be imposed on “foreign passthru payments” made by us with respect to the Structured
Products after the later of (i) 31 December 2018 or (ii) the date of publication in the U.S. Federal
Register of final regulations defining the term “foreign passthru payment.” However, payments made
with respect to the Structured Products that are not U.S. Source Payments will not be subject to FATCA



withholding tax if the Structured Products are issued on or before (and are not materially modified after)
the Grandfather Date; for these purposes, the “Grandfather Date” is the date that is six months after
the date on which final regulations defining the term “foreign passthru payment” are filed with the U.S.
Federal Register.

Recently issued proposed regulations would eliminate FATCA withholding tax on “gross proceeds” and
delay the withholding on “foreign passthru payment” until the date that is two years after the date of
publication in the Federal Register of final regulations defining the term “foreign passthru payment”
(“Withholding Effective Date”). Taxpayers generally may rely on the proposed regulations until the
final regulations are issued. No such final regulations have been issued as of the date hereof. There is
no assurance, however, that the final regulations, once issued, will not reinstate this withholding
obligation (or otherwise modify the Proposed Regulations), possibly with retroactive effect.

We will neither offer nor issue any Structured Products providing for payments that are U.S. Source
Payments. Additionally, any Structured Products we offer or issue either will be issued on or before (and
not be materially modified after) the Grandfather Date or will not provide for any payments on or after
the Withholding Effective Date. Therefore, on the basis of the current regulations and the Proposed
Regulations and other official guidance and the above analysis, payments made with respect to the
Structured Products will not be subject to FATCA withholding tax.

Foreign financial institutions and non-financial foreign entities located in a jurisdiction that has an
intergovernmental agreement with the United States governing FATCA may be subject to different rules.
Holders are urged to consult with their own tax advisers regarding the possible implications of FATCA
on their investment in the Structured Products.

The above summary only applies to you if you are a Non-U.S. Holder. You are a Non-U.S. Holder
unless you are: (1) an individual citizen or resident of the United States; (2) a corporation that is formed
or organized under the laws of the United States, any state thereof or the District of Columbia (or is
taxable as a corporation so formed or organized); (3) an estate, the income of which is subject to U.S.
federal income taxation regardless of its source; or (4) a trust that is subject to the jurisdiction of a U.S.
court and for which one or more “United States persons” (as defined in the U.S. Internal Revenue Code)
control all of the substantial decisions, or has otherwise made an appropriate election under the U.S. tax
regulations. If you are an investor treated as a partnership for United States federal income tax
purposes, FATCA withholding tax may apply to you and your beneficial owners depending on your and
your beneficial owners’ activities and status and you should consult your own tax adviser regarding any
FATCA withholding tax consideration arising from your investment in the Structured Products.
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APPENDIX 1
GENERAL CONDITIONS OF STRUCTURED PRODUCTS

These General Conditions relate to each series of Structured Products and must be read in conjunction
with, and are subject to, the relevant Product Conditions set out in Appendix 2, Appendix 3 and
Appendix 4 to this Base Listing Document and the supplemental terms and conditions contained in the
Launch Announcement and Supplemental Listing Document in relation to the particular series of
Structured Products. These General Conditions and the relevant Product Conditions together constitute
the Conditions of the relevant Structured Products, and will be endorsed on the Global Certificate
representing the relevant Structured Products. The Launch Announcement and Supplemental Listing
Document in relation to the issue of any series of Structured Products may specify additional terms and
conditions which shall, to the extent so specified or to the extent they are inconsistent with these
General Conditions and the relevant Product Conditions, replace or modify these General Conditions
and the relevant Product Conditions for the purpose of such series of Structured Products.

1.  Definitions
“Base Listing Document” means the base listing document relating to Structured Products dated
15 April 2024 and issued by the Issuer (including any addenda to such base listing document

issued by the Issuer from time to time);

“Board Lot” has the meaning given to it in the relevant Launch Announcement and Supplemental
Listing Document;

“Business Day” means a day (excluding Saturdays) on which the Stock Exchange is scheduled to
open for dealings in Hong Kong and banks are open for business in Hong Kong;

“CCASS” means the Central Clearing and Settlement System established and operated by the
HKSCC;

“CCASS Rules” means the General Rules of CCASS and the CCASS Operational Procedures in
effect from time to time;

“CCASS Settlement Day” has the meaning ascribed to the term “Settlement Day” in the General
Rules of CCASS and the CCASS Operational Procedures in effect from time to time, subject to

such modification and amendment prescribed by HKSCC from time to time.

“Conditions” means, in respect of a particular series of Structured Products, these General
Conditions and the applicable Product Conditions;

“Designated Bank Account” means the relevant bank account designated by each Holder;
“Exercise Expenses” means, in respect of each series of Structured Products, any charges or
expenses (including any taxes or duties) which are incurred in respect of the exercise of a Board

Lot of Structured Products;

“Expiry Date” means the date specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“General Conditions” means these general terms and conditions. These General Conditions apply
to each series of Structured Products;

“Global Certificate” means, in respect of the relevant Structured Products, a global certificate
registered in the name of the Nominee;

“HKSCC” means Hong Kong Securities Clearing Company Limited;

— 29



“Holder” means, in respect of each series of Structured Products, each person who is for the time
being shown in the Register as the holder of the Structured Products, and such person shall be
treated by the Issuer as the absolute owner and holder of the Structured Products;

“Hong Kong” means the Hong Kong Special Administrative Region of the People’s Republic of
China;

“Index” means the index specified as such in the relevant Launch Announcement and
Supplemental Listing Document in respect of each series of Structured Products;

“Instrument” means an instrument dated 22 July 2010 (as amended, supplemented or replaced
from time to time) executed by the Issuer by way of deed poll pursuant to which the Issuer creates
and grants to the Holders certain rights in relation to the Structured Products;

“Issuer” means The Bank of East Asia, Limited;

“Launch Announcement and Supplemental Listing Document” means the launch announcement
and supplemental listing document relating to a particular series of Structured Products;

“Listing Date” means the date specified as such in the relevant Launch Announcement and
Supplemental Listing Document and on which dealing of the Structured Products on the Stock
Exchange commences;

“Nominee” means HKSCC Nominees Limited (or such other nominee company as may be used by
HKSCC from time to time in relation to the provision of nominee services to persons admitted for
the time being by HKSCC as a participant of CCASS);

“Product Conditions” means, in respect of each series of Structured Products, the product specific
terms and conditions that apply to that particular series of Structured Products;

“Register” means, in respect of each series of Structured Products, the register of the Holders of
such series of Structured Products kept by the Issuer outside Hong Kong;

“Settlement Currency” means the currency specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Settlement Disruption Event” means an event which is beyond the control of the Issuer and as a
result of which, it is not possible for the Issuer to procure payment electronically through CCASS
by crediting the relevant Designated Bank Account of the Holder on the original Settlement Date;

“Share” means the share specified as such in the relevant Launch Announcement and
Supplemental Listing Document in respect of each series of Structured Products;

“Stock Exchange” means The Stock Exchange of Hong Kong Limited;

“Structured Products” means standard warrants (“Warrants”), inline warrants (“Inline
Warrants”), callable bull/bear contracts (“CBBCs”) or such other structured products to be issued
by the Issuer from time to time. References to “Structured Products” are to be construed as
references to a particular series of Structured Products and, unless the context otherwise requires,
any further structured products issued pursuant to General Condition 8; and

Other capitalised terms will, unless otherwise defined, have the meanings given to them in the

Base Listing Document, the relevant Product Conditions, the relevant Launch Announcement and
Supplemental Listing Document and/or the Global Certificate.



2.1

2.2

2.3

2.4

3.1

3.2

Form, Status, Transfer and Additional Costs and Expenses
Form

The Structured Products are issued in registered form subject to and with the benefit of the
Instrument. The Holders are entitled to the benefit of, are bound by, and are deemed to have notice
of all the provisions of the Instrument. A copy of the Instrument is available for inspection at the
offices of the Issuer.

The Structured Products are represented by a Global Certificate. No definitive certificate will be
issued. The Structured Products can only be exercised by the Nominee.

Status of the Issuer’s obligations

The settlement obligation of the Issuer in respect of the Structured Products represents general
unsecured contractual obligations of the Issuer and of no other person which rank, and will rank,
equally among themselves and pari passu with all other present and future unsecured and
unsubordinated contractual obligations of the Issuer, except for obligations accorded preference by
mandatory provisions of applicable law.

Structured Products represent general contractual obligations of the Issuer, and are not, nor is it the
intention (expressed, implicit or otherwise) of the Issuer to create by the issue of Structured
Products, deposit liabilities of the Issuer or a debt obligation of any kind.

Transfer of Structured Products

Transfers of Structured Products may be effected only in Board Lots or integral multiples thereof
in CCASS in accordance with the CCASS Rules.

Additional Costs and Expenses

Holders shall be responsible for additional costs and expenses in connection with any exercise of
the Structured Products including the Exercise Expenses which amount shall, subject to the
General Condition 3.2 and to the extent necessary, be payable to the Issuer and collected from the
Holders.

Rights and Exercise Expenses relating to the Structured Products

Entitlement of Holders

Every Board Lot initially entitles the Holders, upon due exercise or early expiration (as the case
may be) and upon compliance with these General Conditions and the applicable Product
Conditions, the rights to receive payment of the Cash Settlement Amount, if any.

Holders responsible for Exercise Expenses

Upon exercise or early expiration of a particular series of Structured Products, the Holders of such
series will be required to pay a sum equal to all the expenses resulting from the exercise or early
expiration of such Structured Products. To effect such payment an amount equivalent to the

Exercise Expenses shall be deducted from the Cash Settlement Amount in accordance with the
applicable Product Conditions.
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6.1

6.2

Purchase

The Issuer or any of its subsidiaries may at any time purchase Structured Products at any price in
the open market or by tender or by private treaty. Any Structured Products so purchased may be
held or resold or surrendered for cancellation.

Global Certificate

A Global Certificate representing the Structured Products will be deposited with CCASS in the
name of the Nominee. No definitive certificate will be issued.

Meetings of Holders and Modification
Meetings of Holders

The Instrument contains provisions for convening meetings of the Holders to consider any matter
affecting their interests, including the sanctioning by Extraordinary Resolution (as defined in the
Instrument) of a modification of the provisions of the Structured Products or of the Instrument.

Any resolution to be passed in a meeting of the Holders shall be decided by poll. A meeting may
be convened by the Issuer or by Holders holding not less than 10 per cent. of the Structured
Products for the time being remaining unexercised. The quorum at any such meeting for passing an
Extraordinary Resolution will be two or more persons holding or representing not less than 25 per
cent. of the Structured Products for the time being remaining unexercised, or at any adjourned
meeting two or more persons being or representing Holders whatever the number of Structured
Products so held or represented.

A resolution will be an Extraordinary Resolution when it has been passed at a duly convened
meeting by not less than three-quarters of the votes cast by such Holders who, being entitled to do

S0, vote in person or by proxy.

An Extraordinary Resolution passed at any meeting of the Holders shall be binding on all Holders,
whether or not they are present at the meeting.

Resolutions can be passed in writing without a meeting of the Holders being held if passed
unanimously.

Modification

The Issuer may, without the consent of the Holders, effect any modification of the terms and
conditions of the Structured Products or the Instrument which, in the opinion of the Issuer, is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holders or the tax or other consequences of such
modification in any particular jurisdiction);

(b) of a formal, minor or technical nature;

(¢c) made to correct a manifest error; or

(d) necessary in order to comply with mandatory provisions of the laws or regulations of Hong
Kong.

Any such modification shall be binding on the Holders and shall be notified to them by the Issuer
as soon as practicable thereafter in accordance with General Condition 7.
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10.

11.

12.

13.

Notices

All notices to the Holders will be validly given if published in English and in Chinese on the
website of Hong Kong Exchanges and Clearing Limited. The Issuer shall not be required to
despatch copies of the notice to the Holders.

Further Issues

The Issuer shall be at liberty from time to time, without the consent of the Holders, to create and
issue further structured products so as to form a single series with the Structured Products.

Good Faith and Commercially Reasonable Manner

Any exercise of discretion by the Issuer under the Conditions will be made in good faith and in a
commercially reasonable manner.

Governing Law

The Structured Products and the Instrument are governed by and construed in accordance with the
laws of Hong Kong. The Issuer and each Holder (by its purchase of the Structured Products)
submit for all purposes in connection with the Structured Products and the Instrument to the
non-exclusive jurisdiction of the courts of Hong Kong.

Language

In the event of any inconsistency between the Chinese translation and the English version of these
Conditions, the English version of these Conditions prevails.

Prescription

Claims against the Issuer for payment of any amount in respect of the relevant Structured Products
will become void unless made within ten years of the Expiry Date or the end of the MCE
Valuation Period (as the case may be) and thereafter, any sums payable in respect of such
Structured Products shall be forfeited and shall revert to the Issuer.

Illegality or Impracticability

The Issuer is entitled to terminate the Structured Products if it determines in good faith and in a
commercially reasonable manner that, for reasons beyond its control, it has become or it will

become illegal or impracticable:

(a) for it to perform its obligations under the Structured Products in whole or in part as a result
of:

(i) the adoption of, or any change in, any relevant law or regulation (including any tax
law); or

(i) the promulgation of, or any change, in the interpretation by any court, tribunal,
governmental, administrative, legislative, regulatory or judicial authority or power with
competent jurisdiction of any relevant law or regulation (including any tax law),

(each of (i) and (ii), a “Change in Law Event”); or

(b) for it or any of its affiliates to maintain the Issuer’s hedging arrangements with respect to the
Structured Products due to a Change in Law Event.



14.

Upon the occurrence of a Change in Law Event, the Issuer will, if and to the extent permitted by
the applicable law or regulation, pay to each Holder a cash amount that the Issuer determines in
good faith and in a commercially reasonable manner to be the fair market value in respect of each
Structured Products held by such Holder immediately prior to such termination (ignoring such
illegality or impracticability) less the cost to the Issuer of unwinding any related hedging
arrangement as determined by the Issuer in its sole and absolute discretion. Payment will be made
to each Holder in such manner as shall be notified to the Holder in accordance with General
Condition 7.

Contracts (Rights of Third Parties) Ordinance
A person who is not a party to the Conditions has no right under the Contracts (Rights of Third

Parties) Ordinance (Cap. 623 of the Laws of Hong Kong) to enforce or to enjoy the benefit of any
term of the Structured Products.
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PART A
PRODUCT CONDITIONS OF CASH SETTLED WARRANTS OVER SINGLE EQUITIES

These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch
Announcement and Supplemental Listing Document in relation to the issue of any series of Warrants
may specify additional terms and conditions which shall, to the extent so specified or to the extent they
are inconsistent with these Product Conditions, replace or modify these Product Conditions for the
purpose of such series of Warrants.

1.  Definitions
For the purposes of these Product Conditions:
“Average Price” means the arithmetic mean of the closing prices of one Share (as derived from
the daily quotation sheet of the Stock Exchange, subject to any adjustment to such closing prices
as may be necessary to reflect any event as contemplated in Product Condition 3 such as

capitalisation, rights issue, distribution or the like) in respect of each Valuation Date;

“Cash Settlement Amount” means, in respect of every Board Lot, an amount payable in the
Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) In the case of a series of Call Warrants:

Cash Settlement Entitlement x (Average Price — Exercise Price) x one Board Lot

Amount per Board Lot Number of Warrants per Entitlement

(b) In the case of a series of Put Warrants:

Cash Settlement Entitlement x (Exercise Price — Average Price) x one Board Lot

Amount per Board Lot Number of Warrants per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed
to be zero;

“Company” means the company specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Entitlement” means the number specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“Exercise Price” means the price specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;



“Market Disruption Event” means:

(a) the occurrence or existence on any Valuation Date during the one-half hour period that ends
at the close of trading of any suspension of or limitation imposed on trading (by reason of
movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the
Stock Exchange in:

(i) the Shares; or

(ii) any options or futures contracts relating to the Shares if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material;

(b) the occurrence of any severe weather condition or other event on any day which either:
(i) results in the Stock Exchange being closed for trading for the entire day; or

(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event; or

(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of cash settled Warrants over single equities;

“Settlement Date” means the third CCASS Settlement Day after the later of: (i) the Expiry Date;
and (ii) the day on which the Average Price is determined in accordance with the Conditions;

“Share” means the share specified as such in the relevant Launch Announcement and
Supplemental Listing Document; and

“Valuation Date” means each of the five Business Days immediately preceding the Expiry Date,
provided that if the Issuer determines, in its sole discretion, that a Market Disruption Event has
occurred on any Valuation Date, then that Valuation Date shall be postponed until the first
succeeding Business Day on which there is no Market Disruption Event irrespective of whether
that postponed Valuation Date would fall on a Business Day that is already or is deemed to be a
Valuation Date.

For the avoidance of doubt, in the event that a Market Disruption Event has occurred and a
Valuation Date is postponed as aforesaid, the closing price of the Shares on the first succeeding
Business Day will be used more than once in determining the Average Price, so that in no event
shall there be less than five closing prices used to determine the Average Price.

If the postponement of the Valuation Date as aforesaid would result in the Valuation Date falling
on or after the Expiry Date, then:

(i) the Business Day immediately preceding the Expiry Date (the “Last Valuation Date”) shall
be deemed to be the Valuation Date notwithstanding the Market Disruption Event; and
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2.1

2.2

2.3

2.4

2.5

(ii) the Issuer shall determine the closing price of the Shares on the basis of its good faith
estimate of the price that would have prevailed on the Last Valuation Date but for the Market
Disruption Event.

Trading in Warrants on the Stock Exchange shall cease prior to the Expiry Date in accordance with
the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them
in the Base Listing Document, the General Conditions, the relevant Launch Announcement and
Supplemental Listing Document or the Global Certificate.

Exercise of Warrants

Exercise of warrants in Board Lots

The Warrants may only be exercised in Board Lots or integral multiples thereof.
Automatic exercise

The Warrants will be deemed to be automatically exercised on the Expiry Date (without notice
given to the Holders) if the Issuer determines that the Cash Settlement Amount is positive. The
Holders will not be required to deliver any exercise notice and the Issuer or its agent will pay to
the Holders the Cash Settlement Amount.

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted
from the Cash Settlement Amount prior to delivery to the Holders in accordance with this Product
Condition 2, shall be notified by the Issuer to the Holders as soon as practicable after
determination thereof and shall be paid by the Holders to the Issuer immediately upon demand.

Record in the Register

Upon automatic exercise of the Warrants on the Expiry Date of the Warrants in accordance with
the Conditions, or in the event the Warrants have expired worthless, the Issuer will, with effect
from the first Business Day following the Expiry Date, remove the names of each Holder from the
Register in respect of the number of relevant Warrants which are the subject of the automatic
exercise or the number of relevant Warrants which have expired worthless, as the case may be, and
thereby cancel the relevant Warrants and the Global Certificate.

Cash Settlement

Upon the automatic exercise of Warrants in accordance with the Conditions, the Issuer will pay the
Cash Settlement Amount minus the determined Exercise Expenses to the relevant Holder. If the
Cash Settlement Amount is equal to or less than the determined Exercise Expenses, no amount is
payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the
Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable

endeavours to procure payment electronically through CCASS by crediting the relevant Designated
Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.



3.1

The Issuer will not be liable to the Holder for any interest in respect of the amount due or any
loss or damage that such Holder may suffer as a result of the existence of a Settlement Disruption
Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in
accordance with this Product Condition 2.5.

Adjustments

Adjustments may be made by the Issuer to the number of Shares to which the Warrants relate on
the basis of the following provisions:

Rights Issues

If and whenever the Company shall, by way of Rights (as defined below), offer new Shares for
subscription at a fixed subscription price to the holders of existing Shares pro rata to existing
holdings (a “Rights Offer”), the Entitlement shall be adjusted to take effect on the Business Day
on which trading in the Shares becomes ex-entitlement (“Rights Issue Adjustment Date”) in
accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

1+M
1+ ([®R/S)xM
E: Existing Entitlement immediately prior to the Rights Offer

Adjustment Component =

S:  Cum-Rights Share price being the closing price of an existing Share as derived from the
daily quotation sheet of the Stock Exchange on the last Business Day on which the Shares
are traded on a Cum-Rights basis

R:  Subscription price per new Share specified in the Rights Offer plus an amount equal to any
dividends or other benefits foregone to exercise the Right

M: Number of new Share(s) (whether a whole or a fraction) per existing Share each holder
thereof is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be
rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal
of the Adjustment Component means one divided by the relevant Adjustment Component. The
adjustment to the Exercise Price shall take effect on the Rights Issue Adjustment Date.

For the purposes of these Product Conditions:
“Rights” means the right(s) attached to each existing Share or needed to acquire one new Share
(as the case may be) which are given to the holders of existing Shares to subscribe at a fixed

subscription price for new Shares pursuant to the Rights Offer (whether by the exercise of one
Right, a part of a Right or an aggregate number of Rights).



3.2

3.3

3.4

Bonus Issues

If and whenever the Company shall make an issue of Shares credited as fully paid to the holders
of Shares generally by way of capitalisation of profits or reserves (other than pursuant to a scrip
dividend or similar scheme for the time being operated by the Company or otherwise in lieu of a
cash dividend and without any payment or other consideration being made or given by such
holders) (a “Bonus Issue”) the Entitlement shall be adjusted to take effect on the Business Day on
which trading in the Shares becomes ex-entitlement (“Bonus Issue Adjustment Date”) in
accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

Adjustment Component = 1 + N

E:  Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Shares (whether a whole or a fraction) received by a holder of Shares
for each Share held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be
rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal
of the Adjustment Component means one divided by the relevant Adjustment Component. The
adjustment to the Exercise Price shall take effect on the Bonus Issue Adjustment Date.

Subdivisions and Consolidations

If and whenever the Company shall subdivide its Shares or any class of its outstanding share
capital comprised of the Shares into a greater number of shares (a “Subdivision™) or consolidate
the Shares or any class of its outstanding share capital comprised of the Shares into a smaller
number of shares (a “Consolidation”), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be
increased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be
decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be
decreased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be
increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes
effect.

Restructuring Events

If it is announced that the Company is to or may merge or consolidate with or into any other
corporation (including becoming, by agreement or otherwise, a subsidiary of or controlled by any
person or corporation) (except where the Company is the surviving corporation in a merger) or that
it is to or may sell or transfer all or substantially all of its assets, the rights attaching to the
Warrants may in the absolute discretion of the Issuer be amended no later than the Business Day
preceding the consummation of such merger, consolidation, sale or transfer (each a “Restructuring
Event”) (as determined by the Issuer in its absolute discretion) so that the Warrants shall, after
such Restructuring Event, relate to the number of shares of the corporation(s) resulting from or
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3.5

3.6

surviving such Restructuring Event or other securities (“Substituted Securities”) and/or cash
offered in substitution for the affected Shares, as the case may be, to which the holder of such
number of Shares to which the Warrants related immediately before such Restructuring Event
would have been entitled upon such Restructuring Event, and thereafter the provisions hereof shall
apply to such Substituted Securities, provided that any Substituted Securities may, in the absolute
discretion of the Issuer, be deemed to be replaced by an amount in the relevant currency equal to
the market value or, if no market value is available, fair value, of such Substituted Securities in
each case as determined by the Issuer as soon as practicable after such Restructuring Event is
effected. For the avoidance of doubt, any remaining Shares shall not be affected by this paragraph
and, where cash is offered in substitution for Shares or is deemed to replace Substituted Securities
as described above, references in these Product Conditions to the Shares shall include any such
cash.

Cash Distribution

No adjustment will be made for an ordinary cash dividend (whether or not it is offered with a
scrip alternative) (“Ordinary Dividend”). For any other forms of cash distribution (“Cash
Distribution”) announced by the Company, such as a cash bonus, special dividend or
extraordinary dividend, no adjustment will be made unless the value of the Cash Distribution
accounts for 2 per cent. or more of the Share’s closing price as derived from the daily quotation
sheet of the Stock Exchange on the day of announcement by the Company.

If and whenever the Company shall make a Cash Distribution credited as fully paid to the holders
of Shares generally, the Entitlement shall be adjusted to take effect on the Business Day on which
trading in the Shares becomes ex-entitlement in respect of the relevant Cash Distribution (“Cash
Distribution Adjustment Date”) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:
S - 0OD
S -0D -CD

E: The existing Entitlement immediately prior to the Cash Distribution

Adjustment Component =

S:  The closing price of the Share as derived from the daily quotation sheet of the Stock
Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Share

OD: The amount of Ordinary Dividend per Share, provided that the Ordinary Dividend and the
Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt, the
OD shall be deemed to be zero if the ex-entitlement dates of the relevant Ordinary Dividend
and Cash Distribution are different

In addition, the Issuer shall adjust the Exercise Price (which shall be rounded to the nearest 0.001)
by the reciprocal of the Adjustment Component, where the reciprocal of the Adjustment
Component means one divided by the relevant Adjustment Component. The adjustment to the
Exercise Price shall take effect on the Cash Distribution Adjustment Date.

Other Adjustments
Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable

Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms
and conditions of the Warrants as appropriate where any event (including the events as
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contemplated in the applicable Conditions) occurs and irrespective of, in substitution for, or in
addition to the provisions contemplated in the applicable Conditions, provided that such adjustment
is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holder or the tax or other consequences of such adjustment
in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.
Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the
Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any
adjustment and of the date from which such adjustment is effective by publication in accordance
with General Condition 7.

Liquidation

In the event of a liquidation, winding up or dissolution of the Company or the appointment of a
liquidator, receiver or administrator or analogous person under any applicable law in respect of the
whole or substantially the whole of the undertaking, property or assets of the Company (each an
“Insolvency Event”), all unexercised Warrants shall terminate automatically upon the occurrence
of any Insolvency Event and the Issuer shall have no further obligation under the Warrants, except
that in the case of a series of put Warrants:

(a) if the Issuer determines in good faith and in a commercially reasonable manner that there is
any residual value in the put Warrants upon the occurrence of such Insolvency Event:

(i) the Issuer shall pay to each Holder the residual value of the put Warrants in cash
representing the fair market value in respect of each put Warrant held by such Holder
on or about the occurrence of such Insolvency Event less the cost to the Issuer of
unwinding any related hedging arrangement as determined by the Issuer in its sole and
absolute discretion, acting in good faith and in a commercially reasonable manner.
Payment will be made to each Holder in such manner as shall be notified to the
Holders in accordance with General Condition 7; and

(ii) the Issuer may, but shall not be obliged to, determine such cash amount by having
regard to the manner in which the options contracts or futures contracts of the Shares
traded on the Stock Exchange are calculated;

(b) otherwise, if the Issuer determines in good faith and in a commercially reasonable manner
that there is no residual value in the put Warrants upon the occurrence of such Insolvency
Event, the put Warrants shall lapse and cease to be valid for any purpose upon the occurrence
of the Insolvency Event.

For the purpose of this Condition 4, an Insolvency Event occurs,

(i) in the case of a voluntary liquidation or winding up of the Company, on the effective date of
the relevant resolution; or

(ii) in the case of an involuntary liquidation, winding up or dissolution of the Company, on the
date of the relevant court order; or
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5.1

5.2

5.3

(iii) in the case of the appointment of a liquidator or receiver or administrator or analogous
person under any applicable law in respect of the whole or substantially the whole of the
undertaking, property or assets of the Company, on the date when such appointment is
effective but subject (in any such case) to any contrary mandatory requirement of the
applicable law.

Delisting
Adjustments following delisting

If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall give effect to
these Product Conditions in such manner and make such adjustments and amendments to the rights
attaching to the Warrants as it shall, in its absolute discretion, consider appropriate to ensure, SO
far as it is reasonably able to do so, that the interests of the Holders generally are not materially
prejudiced as a consequence of such delisting (without considering the circumstances of any
individual Holder or the tax or other consequences that may result in any particular jurisdiction).

Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Shares are, or, upon the
delisting, become, listed on any other stock exchange, these Product Conditions may, in the
absolute discretion of the Issuer, be amended to the extent necessary to allow for the substitution
of that other stock exchange in place of the Stock Exchange and the Issuer may, without the
consent of the Holders, make such adjustments to the entitlements of the Holders on exercise
(including, if appropriate, by converting foreign currency amounts at prevailing market rates into
the relevant currency) as may be appropriate in the circumstances.

Adjustments binding
The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its
determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with
General Condition 7 as soon as practicable after they are determined.
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PART B
PRODUCT CONDITIONS OF CASH SETTLED WARRANTS OVER INDEX

These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch
Announcement and Supplemental Listing Document in relation to the issue of any series of Warrants
may specify additional terms and conditions which shall, to the extent so specified or to the extent they
are inconsistent with these Product Conditions, replace or modify these Product Conditions for the
purpose of such series of Warrants.

1.  Definitions
For the purposes of these Product Conditions:
“Cash Settlement Amount” means, in respect of every Board Lot, an amount calculated by the
Issuer in accordance with the following formula (and, if appropriate, either (I) converted (if
applicable) into the Settlement Currency at the Exchange Rate or, as the case may be, (II)
converted into the Interim Currency at the First Exchange Rate and then (if applicable) converted
into Settlement Currency at the Second Exchange Rate):

(a) In the case of a series of Call Warrants:

Cash Settlement B (Closing Level — Strike Level) x one Board Lot x Index Currency Amount
Amount per Board Lot Divisor

(b) In the case of a series of Put Warrants:

Cash Settlement (Strike Level — Closing Level) x one Board Lot x Index Currency Amount

Amount per Board Lot Divisor

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed
to be zero;

“Closing Level” means the level specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Divisor” means the number specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Exchange Rate” means the rate specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“First Exchange Rate” means the rate specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Index” means the index specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Index Compiler” means the index compiler specified as such in the relevant Launch
Announcement and Supplemental Listing Document;
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“Index Business Day” means a day on which the Index Exchange is scheduled to open for trading
for its regular trading sessions;

“Index Currency Amount” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document;

“Index Exchange” means the index stock exchange specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Interim Currency” means the currency specified in the relevant Launch Announcement and
Supplemental Listing Document;

“Market Disruption Event” means:

(a)

(b)

(©)

(d)

the occurrence or existence, on the Valuation Date during the one-half hour period that ends
at the close of trading on the Index Exchange, of any of:

(i) the suspension or material limitation of the trading of a material number of constituent
securities that comprise the Index;

(ii) the suspension or material limitation of the trading of options or futures contracts
relating to the Index on any exchanges on which such contracts are traded; or

(iii) the imposition of any exchange controls in respect of any currencies involved in
determining the Cash Settlement Amount.

For the purposes of this definition:

(1) the limitation of the number of hours or days of trading will not constitute a Market
Disruption Event if it results from an announced change in the regular business hours
of any relevant exchange, and

(2) a limitation on trading imposed by reason of the movements in price exceeding the
levels permitted by any relevant exchange will constitute a Market Disruption Event; or

where the Index Exchange is the Stock Exchange, the occurrence of any severe weather
condition or other event on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event;

a limitation or closure of the Index Exchange due to any unforeseen circumstances; or

any circumstances beyond the control of the Issuer in which the Closing Level or, if
applicable, the Exchange Rate, the First Exchange Rate or the Second Exchange Rate (as the
case may be) cannot be determined by the Issuer in the manner set out in these Conditions or
in such other manner as the Issuer considers appropriate at such time after taking into
account all the relevant circumstances;
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2.1

2.2

2.3

2.4

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of Warrants over index;

“Second Exchange Rate” means the rate specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“Settlement Date” means the third CCASS Settlement Day after the later of: (i) the Expiry Date;
and (ii) the day on which the Closing Level is determined in accordance with the Conditions;

“Strike Level” means the level specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Successor Index Compiler” means a successor to the Index Compiler acceptable to the Issuer;
and

“Valuation Date” means the date specified in the relevant Launch Announcement and
Supplemental Listing Document, provided that if the Issuer determines, in its sole discretion, that a
Market Disruption Event has occurred on the Valuation Date, then the Issuer shall determine the
Closing Level on the basis of its good faith estimate of the Closing Level that would have
prevailed on that day but for the occurrence of the Market Disruption Event provided that the
Issuer, if applicable, may, but shall not be obliged to, determine such Closing Level by having
regard to the manner in which futures contracts relating to the Index are calculated.

Trading in Warrants on the Stock Exchange shall cease prior to the Expiry Date in accordance with
the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them
in the Base Listing Document, the General Conditions, the relevant Launch Announcement and
Supplemental Listing Document or the Global Certificate.

Exercise of Warrants

Exercise of warrants in Board Lots

The Warrants may only be exercised in Board Lots or integral multiples thereof.

Automatic exercise

The Warrants will be deemed to be automatically exercised on the Expiry Date (without notice
given to the Holders) if the Issuer determines that the Cash Settlement Amount is positive. The
Holders will not be required to deliver any exercise notice and the Issuer or its agent will pay to
the Holders the Cash Settlement Amount.

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted
from the Cash Settlement Amount prior to delivery to the Holders in accordance with this Product
Condition 2, shall be notified by the Issuer to the Holders as soon as practicable after
determination thereof and shall be paid by the Holders to the Issuer immediately upon demand.
Record in the Register

Upon automatic exercise of the Warrants on the Expiry Date of the Warrants in accordance with

the Conditions, or in the event the Warrants have expired worthless, the Issuer will, with effect
from the first Business Day following the Expiry Date, remove the names of each Holder from the
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2.5

3.1

3.2

Register in respect of the number of relevant Warrants which are the subject of the automatic
exercise or the number of relevant Warrants which have expired worthless, as the case may be, and
thereby cancel the relevant Warrants and the Global Certificate.

Cash Settlement

Upon the automatic exercise of Warrants in accordance with the Conditions, the Issuer will pay the
Cash Settlement Amount minus the determined Exercise Expenses to the relevant Holder. If the
Cash Settlement Amount is equal to or less than the determined Exercise Expenses, no amount is
payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the
Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable
endeavours to procure payment electronically through CCASS by crediting the relevant Designated
Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.
The Issuer will not be liable to the Holder for any interest in respect of the amount due or any
loss or damage that such Holder may suffer as a result of the existence of a Settlement Disruption
Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in
accordance with this Product Condition 2.5.

Adjustments to the Index
Successor Index Compiler Calculates and Reports Index
If the Index is:

(a) not calculated and announced by the Index Compiler but is calculated and published by a
Successor Index Compiler; or

(b) replaced by a successor index using, in the determination of the Issuer, the same or a
substantially similar formula for and method of calculation as used in the calculation of the
Index,

then the Index will be deemed to be the index so calculated and announced by the Successor Index
Compiler or that successor index, as the case may be.

Modification and Cessation of Calculation of Index

If:

(a) on or prior to the Valuation Date, the Index Compiler or (if applicable) the Successor Index
Compiler makes a material change in the formula for or the method of calculating the Index
or in any other way materially modifies the Index (other than a modification prescribed in
that formula or method to maintain the Index in the event of changes in constituent

securities, contracts or commodities and other routine events), or

(b) on the Valuation Date, the Index Compiler or (if applicable) the Successor Index Compiler
fails to calculate and publish the Index (other than as a result of a Market Disruption Event),
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3.3

3.4

then the Issuer shall determine the Closing Level using, in lieu of the published level for the
Index, the level for the Index as at the Valuation Date as determined by the Issuer in accordance
with the formula for and method of calculating the Index last in effect prior to that change or
failure, but using only those securities, contracts or commodities that comprised the Index
immediately prior to that change or failure (other than those securities that have since ceased to be
listed on the relevant exchange).

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms
and conditions of the Warrants as appropriate where any event (including the events as
contemplated in the applicable Conditions) occurs and irrespective of, in substitution for, or in
addition to the provisions contemplated in the applicable Conditions, provided that such adjustment
is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holder or the tax or other consequences of such adjustment
in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment and of the date from which such adjustment is effective by publication in accordance
with General Condition 7.
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PART C
PRODUCT CONDITIONS OF CASH SETTLED WARRANTS OVER EXCHANGE TRADED
FUND

These Product Conditions will, together with the General Conditions and supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch
Announcement and Supplemental Listing Document in relation to the issue of any series of Warrants
may specify additional terms and conditions which shall, to the extent so specified or to the extent they
are inconsistent with these Product Conditions, replace or modify these Product Conditions for the
purpose of such series of Warrants.

1. Definitions
For the purposes of these Product Conditions:
“Average Price” shall be the arithmetic mean of the closing prices of one Unit (as derived from
the daily quotation sheet of the Stock Exchange, subject to any adjustment to such closing prices
as may be necessary to reflect any event as contemplated in Product Condition 3 such as
capitalisation, rights issue, distribution or the like) in respect of each Valuation Date;
“Cash Settlement Amount” means, in respect of every Board Lot, an amount payable in the
Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) In the case of a series of Call Warrants:

Cash Settlement Entitlement x (Average Price — Exercise Price) x one Board Lot

Amount per Board Lot Number of Warrants per Entitlement

(b) In the case of a series of Put Warrants:

Cash Settlement Entitlement x (Exercise Price — Average Price) x one Board Lot

Amount per Board Lot Number of Warrants per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed
to be zero;

“Entitlement” means the number specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“Exercise Price” means the price specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

“Fund” means the exchange traded fund specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Market Disruption Event” means:
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(a) the occurrence or existence on any Valuation Date during the one-half hour period that ends
at the close of trading of any suspension of or limitation imposed on trading (by reason of
movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the
Stock Exchange in:

(i) the Units; or

(ii) any options or futures contracts relating to the Units if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material;

(b) the occurrence of any severe weather condition or other event on any day which either:
(i) results in the Stock Exchange being closed for trading for the entire day; or

(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event; or

(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of cash settled Warrants over exchange traded funds;

“Settlement Date” means the third CCASS Settlement Day after later of: (i) the Expiry Date; and
(ii) the day on which the Average Price is determined in accordance with the Conditions;

“Unit” means the share or unit of the Fund specified as such in the relevant Launch
Announcement and Supplemental Listing Document; and

“Valuation Date” means each of the five Business Days immediately preceding the Expiry Date,
provided that if the Issuer determines, in its sole discretion, that a Market Disruption Event has
occurred on any Valuation Date, then that Valuation Date shall be postponed until the first
succeeding Business Day on which there is no Market Disruption Event irrespective of whether
that postponed Valuation Date would fall on a Business Day that is already or is deemed to be a
Valuation Date.

For the avoidance of doubt, in the event that a Market Disruption Event has occurred and a
Valuation Date is postponed as aforesaid, the closing price of the Units on the first succeeding
Business Day will be used more than once in determining the Average Price, so that in no event
shall there be less than five closing prices used to determine the Average Price.

If the postponement of the Valuation Date as aforesaid would result in the Valuation Date falling
on or after the Expiry Date, then:

(i)  the Business Day immediately preceding the Expiry Date (the “Last Valuation Date”) shall
be deemed to be the Valuation Date notwithstanding the Market Disruption Event; and

(ii) the Issuer shall determine the closing price of the Units on the basis of its good faith

estimate of the price that would have prevailed on the Last Valuation Date but for the Market
Disruption Event.



2.1

2.2

2.3

2.4

2.5

Trading in Warrants on the Stock Exchange shall cease prior to the Expiry Date in accordance with
the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them
in the Base Listing Document, the General Conditions, the relevant Launch Announcement and
Supplemental Listing Document or the Global Certificate.

Exercise of Warrants

Exercise of warrants in Board Lots

The Warrants may only be exercised in Board Lots or integral multiples thereof.
Automatic exercise

The Warrants will be deemed to be automatically exercised on the Expiry Date (without notice
given to the Holders) if the Issuer determines that the Cash Settlement Amount is positive. The
Holders will not be required to deliver any exercise notice and the Issuer or its agent will pay to
the Holders the Cash Settlement Amount.

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted
from the Cash Settlement Amount prior to delivery to the Holders in accordance with this Product
Condition 2, shall be notified by the Issuer to the Holders as soon as practicable after
determination thereof and shall be paid by the Holders to the Issuer immediately upon demand.

Record in the Register

Upon automatic exercise of the Warrants on the Expiry Date of the Warrants in accordance with
the Conditions, or in the event the Warrants have expired worthless, the Issuer will, with effect
from the first Business Day following the Expiry Date, remove the names of each Holder from the
Register in respect of the number of relevant Warrants which are the subject of the automatic
exercise or the number of relevant Warrants which have expired worthless, as the case may be, and
thereby cancel the relevant Warrants and the Global Certificate.

Cash Settlement

Upon the automatic exercise of Warrants in accordance with the Conditions the Issuer will pay the
Cash Settlement Amount minus the determined Exercise Expenses to the relevant Holder. If the
Cash Settlement Amount is equal to or less than the determined Exercise Expenses, no amount is
payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the
Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable
endeavours to procure payment electronically through CCASS by crediting the relevant Designated
Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.
The Issuer will not be liable to the Holder for any interest in respect of the amount due or any
loss or damage that such Holder may suffer as a result of the existence of a Settlement Disruption
Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in
accordance with this Product Condition 2.5.
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3.1

3.2

Adjustments

Adjustments may be made by the Issuer to the number of Units to which the Warrants relate on
the basis of the following provisions:

Rights Issues

If and whenever the Fund shall, by way of Rights (as defined below), offer new Units for
subscription at a fixed subscription price to the holders of existing Units pro rata to existing
holdings (a “Rights Offer”), the Entitlement shall be adjusted to take effect on the Business Day
on which trading in the Units becomes ex-entitlement (“Rights Issue Adjustment Date”) in
accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

1 +M
1 +([R/S)xM
E: Existing Entitlement immediately prior to the Rights Offer

Adjustment Component =

S:  Cum-Rights Unit price being the closing price of an existing Unit as derived from the daily
quotation sheet of the Stock Exchange on the last Business Day on which the Units are
traded on a Cum-Rights basis

R:  Subscription price per new Unit specified in the Rights Offer plus an amount equal to any
distributions or other benefits foregone to exercise the Right

M: Number of new Unit(s) (whether a whole or a fraction) per existing Unit each holder thereof
is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be
rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal
of the Adjustment Component means one divided by the relevant Adjustment Component. The
adjustment to the Exercise Price shall take effect on the Rights Issue Adjustment Date.

For the purposes of these Product Conditions:

“Rights” means the right(s) attached to each existing Unit or needed to acquire one new Unit (as
the case may be) which are given to the holders of existing Units to subscribe at a fixed
subscription price for new Units pursuant to the Rights Offer (whether by the exercise of one
Right, a part of a Right or an aggregate number of Rights).

Bonus Issues

If and whenever the Fund shall make an issue of Units credited as fully paid to the holders of
Units generally (other than pursuant to a scrip distribution or similar scheme for the time being
operated by the Fund or otherwise in lieu of a cash distribution and without any payment or other
consideration being made or given by such holders) (a “Bonus Issue”) the Entitlement shall be
adjusted to take effect on the Business Day on which trading in the Units becomes ex-entitlement
(“Bonus Issue Adjustment Date”) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E
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3.4

Where:
Adjustment Component = 1 + N
E: Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Units (whether a whole or a fraction) received by a holder of Units for
each Units held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Exercise Price (which shall be
rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal
of the Adjustment Component means one divided by the relevant Adjustment Component. The
adjustment to the Exercise Price shall take effect on the Bonus Issue Adjustment Date.

Subdivisions and Consolidations

If and whenever the Fund shall subdivide its Units or any class of its outstanding Units into a
greater number of units or shares (a “Subdivision”) or consolidate the Units or any class of its
outstanding Units into a smaller number of units or shares (a “Consolidation”), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be
increased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be
decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be
decreased whereas the Exercise Price (which shall be rounded to the nearest 0.001) will be
increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes
effect.

Restructuring Events

If it is announced that the Fund is to or may merge or consolidate with or into any other trust or
corporation (including becoming, by agreement or otherwise, controlled by any person or
corporation) (except where the Fund is the surviving entity in a merger) or that it is to, or may,
sell or transfer all or substantially all of its assets, the rights attaching to the Warrants may in the
absolute discretion of the Issuer be amended no later than the Business Day preceding the
consummation of such merger, consolidation, sale or transfer (each a “Restructuring Event”) (as
determined by the Issuer in its absolute discretion) so that the Warrants shall, after such
Restructuring Event, relate to the number of units or shares of the trust(s) or corporation(s)
resulting from or surviving such Restructuring Event or other securities (“Substituted Securities”)
and/or cash offered in substitution for the affected Units, as the case may be, to which the holder
of such number of Units to which the Warrants related immediately before such Restructuring
Event would have been entitled upon such Restructuring Event, and thereafter the provisions
hereof shall apply to such Substituted Securities, provided that any Substituted Securities may, in
the absolute discretion of the Issuer, be deemed to be replaced by an amount in the relevant
currency equal to the market value or, if no market value is available, fair value, of such
Substituted Securities in each case as determined by the Issuer as soon as practicable after such
Restructuring Event is effected. For the avoidance of doubt, any remaining Units shall not be
affected by this paragraph and, where cash is offered in substitution for Units or is deemed to
replace Substituted Securities as described above, references in these Product Conditions to the
Units shall include any such cash.



3.5

3.6

Cash Distribution

No adjustment will be made for an ordinary cash distribution (whether or not it is offered with a
scrip alternative) (“Ordinary Distribution”). For any other forms of cash distribution (“Cash
Distribution”) announced by the Fund, such as a cash bonus, special distribution or extraordinary
distribution, no adjustment will be made unless the value of the Cash Distribution accounts for 2
per cent. or more of the Unit’s closing price as derived from the daily quotation sheet of the Stock
Exchange on the day of announcement by the Fund.

If and whenever the Fund shall make a Cash Distribution credited as fully paid to the holders of
Units generally, the Entitlement shall be adjusted to take effect on the Business Day on which
trading in the Units becomes ex-entitlement in respect of the relevant Cash Distribution (“Cash
Distribution Adjustment Date”) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

S - OD

Adjustment Component = ———
S -0D - CD

E: The existing Entitlement immediately prior to the Cash Distribution

S:  The closing price of the Unit as derived from the daily quotation sheet of the Stock
Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Unit

OD: The amount of Ordinary Distribution per Unit, provided that the Ordinary Distribution and
the Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt,
the OD shall be zero if the ex-entitlement dates of the relevant Ordinary Distribution and
Cash Distribution are different

In addition, the Issuer shall adjust the Exercise Price (which shall be rounded to the nearest 0.001)
by the reciprocal of the Adjustment Component, where the reciprocal of the Adjustment
Component means one divided by the relevant Adjustment Component. The adjustment to the
Exercise Price shall take effect on the Cash Distribution Adjustment Date.

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms
and conditions of the Warrants as appropriate where any event (including the events as
contemplated in the applicable Conditions) occurs and irrespective of, in substitution for, or in
addition to the provisions contemplated in the applicable Conditions, provided that such adjustment
is:
(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holder or the tax or other consequences of such adjustment

in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.
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3.7 Notice of Determinations

5.1

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the
Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any
adjustment and of the date from which such adjustment is effective by publication in accordance
with General Condition 7.

Termination or Liquidation

In the event of a Termination or the liquidation or dissolution of the Fund or, if applicable, the
trustee of the Fund (including any successor trustee appointed from time to time) (“Trustee”) (in
its capacity as trustee of the Fund) or the appointment of a liquidator, receiver or administrator or
analogous person under any applicable law in respect of the whole or substantially the whole of
the Fund’s or the Trustee’s (as the case may be) undertaking, property or assets, all unexercised
Warrants will lapse and shall cease to be valid for any purpose. In the case of a Termination, the
unexercised Warrants will lapse and shall cease to be valid on the effective date of the
Termination, in the case of a voluntary liquidation, the unexercised Warrants will lapse and shall
cease to be valid on the effective date of the relevant resolution and, in the case of an involuntary
liquidation or dissolution, the unexercised Warrants will lapse and shall cease to be valid on the
date of the relevant court order or, in the case of the appointment of a liquidator or receiver or
administrator or analogous person under any applicable law in respect of the whole or substantially
the whole of such Fund’s or Trustee’s (as the case may be) undertaking, property or assets, the
unexercised Warrants will lapse and shall cease to be valid on the date when such appointment is
effective but subject (in any such case) to any contrary mandatory requirement of law.

For the purpose of this Product Condition 4, “Termination” means:

(a) the Fund is terminated or required to be terminated for whatever reason, or the termination of
the Fund commences;

(b) where applicable, the Fund is held or is conceded by the Trustee or the manager of the Fund
(including any successor manager appointed from time to time) not to have been constituted
or to have been imperfectly constituted;

(c) where applicable, the Trustee ceases to be authorised under the Fund to hold the property of
the Fund in its name and perform its obligations under the trust deed constituting the Fund;
or

(d) the Fund ceases to be authorised as an authorised collective investment scheme under the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).

Delisting
Adjustments following delisting

If at any time the Units cease to be listed on the Stock Exchange, the Issuer shall give effect to
these Product Conditions in such manner and make such adjustments and amendments to the rights
attaching to the Warrants as it shall, in its absolute discretion, consider appropriate to ensure, SO
far as it is reasonably able to do so, that the interests of the Holders generally are not materially
prejudiced as a consequence of such delisting (without considering the circumstances of any
individual Holder or the tax or other consequences that may result in any particular jurisdiction).



5.2

5.3

Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Units are, or, upon the
delisting, become, listed on any other stock exchange, these Product Conditions may, in the
absolute discretion of the Issuer, be amended to the extent necessary to allow for the substitution
of that other stock exchange in place of the Stock Exchange and the Issuer may, without the
consent of the Holders, make such adjustments to the entitlements of the Holders on exercise
(including, if appropriate, by converting foreign currency amounts at prevailing market rates into
the relevant currency) as may be appropriate in the circumstances.

Adjustment binding
The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its
determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with
General Condition 7 as soon as practicable after they are determined.
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PART A
PRODUCT CONDITIONS OF CASH SETTLED INLINE WARRANTS OVER SINGLE EQUITIES

These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch
Announcement and Supplemental Listing Document in relation to the issue of any series of Inline
Warrants may specify additional terms and conditions which shall, to the extent so specified or to the
extent they are inconsistent with these Product Conditions, replace or modify these Product Conditions
for the purpose of such series of Inline Warrants. Capitalised terms used in these Product Conditions
and not otherwise defined herein shall have the meaning given to them in the relevant Launch
Announcement and Supplemental Listing Document.

1.  Definitions
For the purposes of these Product Conditions:

“Average Price” means the arithmetic mean of the closing prices of one Share (as derived from
the daily quotation sheet of the Stock Exchange, subject to any adjustment to such closing prices
as may be necessary to reflect any event as contemplated in Product Condition 3 such as
capitalisation, rights issue, distribution or the like) in respect of each Valuation Date;

“Cash Settlement Amount” means, in respect of every Board Lot, an amount payable in the
Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) if the Average Price is at or below the Upper Strike Price and at or above the Lower Strike
Price:

Cash Settlement

Amount per Board Lot = Maximum Payoff Amount per Inline Warrant x one Board Lot

or

(b) if the Average Price is above the Upper Strike Price or below the Lower Strike Price:

Cash Settlement

Amount per Board Lot = Minimum Payoff Amount per Inline Warrant x one Board Lot

“Company” means the company specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Inline Warrants Holder” means, in respect of each series of Inline Warrants, each person who is
for the time being shown in the Register as the holder of the Inline Warrants, and such person
shall be treated by the Issuer as the absolute owner and holder of the Inline Warrants;

“Lower Strike Price” has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;



“Market Disruption Event” means:

(a) the occurrence or existence on any Valuation Date during the one-half hour period that ends
at the close of trading of any suspension of or limitation imposed on trading (by reason of
movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the
Stock Exchange in:

(i) the Shares; or

(ii) any options or futures contracts relating to the Shares if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material;

(b) the occurrence of any severe weather condition or other event on any day which either:
(i) results in the Stock Exchange being closed for trading for the entire day; or

(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event; or

(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

“Maximum Payoff Amount per Inline Warrant” has the meaning given to it in the relevant
Launch Announcement and Supplemental Listing Document;

“Minimum Payoff Amount per Inline Warrant” has the meaning given to it in the relevant
Launch Announcement and Supplemental Listing Document;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of cash settled Inline Warrants over single equities;

“Settlement Date” means the third CCASS Settlement Day after the later of: (i) the Expiry Date;
and (ii) the day on which the Average Price is determined in accordance with the Product
Conditions;

“Share” means the share specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Upper Strike Price” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3; and

“Valuation Date” means each of the five Business Days immediately preceding the Expiry Date,
provided that if the Issuer determines, in its sole discretion, that a Market Disruption Event has
occurred on any Valuation Date, then that Valuation Date shall be postponed until the first
succeeding Business Day on which there is no Market Disruption Event irrespective of whether
that postponed Valuation Date would fall on a Business Day that is already or is deemed to be a
Valuation Date.



2.1

2.2

2.3

2.4

For the avoidance of doubt, in the event that a Market Disruption Event has occurred and a
Valuation Date is postponed as aforesaid, the closing price of the Shares on the first succeeding
Business Day will be used more than once in determining the Average Price, so that in no event
shall there be less than five closing prices used to determine the Average Price.

If the postponement of the Valuation Date as aforesaid would result in the Valuation Date falling
on or after the Expiry Date, then:

(i) the Business Day immediately preceding the Expiry Date (the “Last Valuation Date”) shall
be deemed to be the Valuation Date notwithstanding the Market Disruption Event; and

(ii) the Issuer shall determine the closing price of the Shares on the basis of its good faith
estimate of the price that would have prevailed on the Last Valuation Date but for the Market
Disruption Event.

Trading in Inline Warrants on the Stock Exchange shall cease prior to the Expiry Date in
accordance with the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them
in the Base Listing Document, the General Conditions, the relevant Launch Announcement and
Supplemental Listing Document or the Global Certificate.

Exercise of Inline Warrants

Exercise of Inline Warrants in Board Lots

The Inline Warrants may only be exercised in Board Lots or integral multiples thereof.
Automatic exercise

The Inline Warrants will be deemed to be automatically exercised on the Expiry Date (without
notice given to the Inline Warrants Holders). The Inline Warrants Holders will not be required to
deliver any exercise notice and the Issuer or its agent will pay to the Inline Warrants Holders the
Cash Settlement Amount (net of any Exercise Expenses).

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted
from the Cash Settlement Amount prior to delivery to the Inline Warrants Holders in accordance
with this Product Condition 2, shall be notified by the Issuer to the Inline Warrants Holders as
soon as practicable after determination thereof and shall be paid by the Inline Warrants Holders to
the Issuer immediately upon demand.

Record in the Register

Upon automatic exercise of the Inline Warrants on the Expiry Date of the Inline Warrants in
accordance with the Product Conditions, the Issuer will, with effect from the first Business Day
following the Expiry Date, remove the names of each Holder from the Register in respect of the
number of relevant Inline Warrants which are the subject of the automatic exercise or the number
of relevant Inline Warrants, and thereby cancel the relevant Inline Warrants and the Global
Certificate.



2.5 Cash Settlement

3.1

Upon the automatic exercise of Inline Warrants in accordance with the Product Conditions, the
Issuer will pay the Cash Settlement Amount minus the determined Exercise Expenses to the
relevant Holder. If the Cash Settlement Amount is equal to or less than the determined Exercise
Expenses, no amount is payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the
Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable
endeavours to procure payment electronically through CCASS by crediting the relevant Designated
Bank Account of the Holder as soon as reasonably practicable after the original Settlement Date.
The Issuer will not be liable to the Holder for any interest in respect of the amount due or any
loss or damage that such Holder may suffer as a result of the existence of a Settlement Disruption
Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in
accordance with this Product Condition 2.5.

Adjustments

Adjustments may be made by the Issuer to the number of Shares to which the Inline Warrants
relate on the basis of the following provisions:

Rights Issues

If and whenever the Company shall, by way of Rights (as defined below), offer new Shares for
subscription at a fixed subscription price to the holders of existing Shares pro rata to existing
holdings (a “Rights Offer”), the Upper Strike Price and the Lower Strike Price (which shall be
rounded to the nearest 0.001) shall be adjusted to take effect on the Business Day on which
trading in the Shares becomes ex-entitlement in accordance with the following formula:

Adjusted Upper Strike Price = Upper Strike Price + Adjustment Component
Adjusted Lower Strike Price = Lower Strike Price + Adjustment Component

Where:

I +M
1+ ([®R/S)xM
S:  Cum-Rights Share price being the closing price of an existing Share as derived from the

daily quotation sheet of the Stock Exchange on the last Business Day on which the Shares
are traded on a Cum-Rights basis

Adjustment Component =

R:  Subscription price per new Share specified in the Rights Offer plus an amount equal to any
dividends or other benefits foregone to exercise the Right

M: Number of new Share(s) (whether a whole or a fraction) per existing Share each holder
thereof is entitled to subscribe,

Provided that no adjustment will be made if the Adjustment Component is equal to or less than 1.
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3.2

3.3

For the purposes of these Product Conditions:

“Rights” means the right(s) attached to each existing Share or needed to acquire one new Share
(as the case may be) which are given to the holders of existing Shares to subscribe at a fixed
subscription price for new Shares pursuant to the Rights Offer (whether by the exercise of one
Right, a part of a Right or an aggregate number of Rights).

For the avoidance of doubt, the entitlement of the Inline Warrants is always 1 Share and no
adjustment will be made to the entitlement.

Bonus Issues

If and whenever the Company shall make an issue of Shares credited as fully paid to the holders
of Shares generally by way of capitalisation of profits or reserves (other than pursuant to a scrip
dividend or similar scheme for the time being operated by the Company or otherwise in lieu of a
cash dividend and without any payment or other consideration being made or given by such
holders) (a “Bonus Issue”) the Upper Strike Price and Lower Strike Price (which shall be rounded
to the nearest 0.001) shall be adjusted to take effect on the Business Day on which trading in the
Shares becomes ex-entitlement in accordance with the following formula:

Adjusted Upper Strike Price = Upper Strike Price + Adjustment Component
Adjusted Lower Strike Price = Lower Strike Price + Adjustment Component
Where:

Adjustment Component = 1 + N

N: Number of additional Shares (whether a whole or a fraction) received by a holder of Shares
for each Share held prior to the Bonus Issue.

For the avoidance of doubt, the entitlement of the Inline Warrants is always 1 Share and no
adjustment will be made to the entitlement.

Subdivisions and Consolidations

If and whenever the Company shall subdivide its Shares or any class of its outstanding share
capital comprised of the Shares into a greater number of shares (a “Subdivision”) or consolidate
the Shares or any class of its outstanding share capital comprised of the Shares into a smaller
number of shares (a “Consolidation”), then:

(a) in the case of a Subdivision, the Upper Strike Price and the Lower Strike Price (which shall
be rounded to the nearest 0.001) will be decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Upper Strike Price and the Lower Strike Price (which
shall be rounded to the nearest 0.001) will be increased in the same ratio as the

Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes
effect.

For the avoidance of doubt, the entitlement of the Inline Warrants is always 1 Share and no
adjustment will be made to the entitlement.
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3.4

3.5

Restructuring Events

If it is announced that the Company is to or may merge or consolidate with or into any other
corporation (including becoming, by agreement or otherwise, a subsidiary of any corporation or
controlled by any person or corporation) (except where the Company is the surviving corporation
in a merger) or that it is to or may sell or transfer all or substantially all of its assets, the rights
attaching to the Inline Warrants may in the absolute discretion of the Issuer be amended no later
than the Business Day preceding the consummation of such merger, consolidation, sale or transfer
(each a “Restructuring Event”) (as determined by the Issuer in its absolute discretion) so that the
interests of the Inline Warrants Holders generally are not materially prejudiced as a consequence of
such Restructuring Event (without considering the individual circumstances of any Inline Warrants
Holder or the tax or other consequences that may result in any particular jurisdiction).

For the avoidance of doubt, the entitlement of the Inline Warrants is always 1 Share and no
adjustment will be made to the entitlement.

Cash Distribution

No adjustment will be made for an ordinary cash dividend (whether or not it is offered with a
scrip alternative) (“Ordinary Dividend”). For any other forms of cash distribution (“Cash
Distribution”) announced by the Company, such as a cash bonus, special dividend or
extraordinary dividend, no adjustment will be made unless the value of the Cash Distribution
accounts for 2 per cent. or more of the Share’s closing price as derived from the daily quotation
sheet of the Stock Exchange on the day of announcement by the Company.

If and whenever the Company shall make a Cash Distribution credited as fully paid to the holders
of Shares generally, the Upper Strike Price and the Lower Strike Price (which shall be rounded to
the nearest 0.001) shall be adjusted to take effect on the Business Day on which trading in the
Shares becomes ex-entitlement in respect of the relevant Cash Distribution (“Cash Distribution
Adjustment Date”) in accordance with the following formula:

Adjusted Upper Strike Price = Upper Strike Price + Adjustment Component
Adjusted Lower Strike Price = Lower Strike Price + Adjustment Component

Where:

- OD
Adjustment Component = _S5-0b
S-0D-CD

S:  The closing price of the Share as derived from the daily quotation sheet of the Stock
Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Share

OD: The amount of Ordinary Dividend per Share, provided that the Ordinary Dividend and the
Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt, the
OD shall be zero if the ex-entitlement dates of the relevant Ordinary Dividend and Cash

Distribution are different

For the avoidance of doubt, the entitlement of the Inline Warrants is always 1 Share and no
adjustment will be made to the entitlement.



3.6

3.7

5.1

5.2

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Product Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to
the terms and conditions of the Inline Warrants as appropriate where any event (including the
events as contemplated in the applicable Product Conditions) occurs and irrespective of, in
substitution for, or in addition to the provisions contemplated in the applicable Product Conditions,
provided that such adjustment is:

(a) not materially prejudicial to the interests of the Inline Warrants Holders generally (without
considering the circumstances of any individual Holder or the tax or other consequences of
such adjustment in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

For the avoidance of doubt, the entitlement of the Inline Warrants is always 1 Share and no
adjustment will be made to the entitlement.

Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the Inline
Warrants Holders. The Issuer will give, or procure that there is given, notice as soon as practicable
of any adjustment and of the date from which such adjustment is effective by publication in
accordance with General Condition 7.

Liquidation

In the event of a liquidation or dissolution of the Company or the appointment of a liquidator,
receiver or administrator or analogous person under any applicable law in respect of the whole or
substantially the whole of its undertaking, property or assets, all unexercised Inline Warrants will
lapse and shall cease to be valid for any purpose. In the case of voluntary liquidation, the
unexercised Inline Warrants will lapse and shall cease to be valid on the effective date of the
relevant resolution and, in the case of an involuntary liquidation or dissolution, on the date of the
relevant court order or, in the case of the appointment of a liquidator or receiver or administrator
or analogous person under any applicable law in respect of the whole or substantially the whole of
its undertaking, property or assets, on the date when such appointment is effective but subject (in
any such case) to any contrary mandatory requirement of law.

Delisting
Adjustments following delisting

If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall give effect to
these Product Conditions in such manner and make such adjustments and amendments to the rights
attaching to the Inline Warrants as it shall, in its absolute discretion, consider appropriate to
ensure, so far as it is reasonably able to do so, that the interests of the Inline Warrants Holders
generally are not materially prejudiced as a consequence of such delisting (without considering the
circumstances of any individual Inline Warrants Holder or the tax or other consequences that may
result in any particular jurisdiction).

Listing on another exchange
Without prejudice to the generality of Product Condition 5.1, where the Shares are, or, upon the
delisting, become, listed on any other stock exchange, these Product Conditions may, in the

absolute discretion of the Issuer, be amended to the extent necessary to allow for the substitution
of that other stock exchange in place of the Stock Exchange and the Issuer may, without the
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consent of the Inline Warrants Holders, make such adjustments to the entitlements of the Inline
Warrants Holders on exercise (including, if appropriate, by converting foreign currency amounts at
prevailing market rates into the relevant currency) as may be appropriate in the circumstances.

5.3 Adjustments binding
The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its
determination shall be conclusive and binding on the Inline Warrants Holders save in the case of

manifest error. Notice of any adjustments or amendments shall be given to the Inline Warrants
Holders in accordance with General Condition 7 as soon as practicable after they are determined.



PART B
PRODUCT CONDITIONS OF CASH SETTLED INLINE WARRANTS OVER INDEX

These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch
Announcement and Supplemental Listing Document in relation to the issue of any series of Inline
Warrants may specify additional terms and conditions which shall, to the extent so specified or to the
extent they are inconsistent with these Product Conditions, replace or modify these Product Conditions
for the purpose of such series of Inline Warrants. Capitalised terms used in these Product Conditions
and not otherwise defined herein shall have the meaning given to them in the relevant Launch
Announcement and Supplemental Listing Document.

1.  Definitions
For the purposes of these Product Conditions:
“Cash Settlement Amount” means, in respect of every Board Lot, an amount calculated by the
Issuer in accordance with the following formula (and, if appropriate, either (I) converted (if
applicable) into the Settlement Currency at the Exchange Rate or, as the case may be, (II)
converted into the Interim Currency at the First Exchange Rate and then (if applicable) converted

into Settlement Currency at the Second Exchange Rate):

(a) if the Closing Level is at or below the Upper Strike Level and at or above the Lower Strike
Level:

Cash Settlement
Amount per Board Lot

= Maximum Payoff Amount per Inline Warrant x one Board Lot
or

(b) if the Closing Level is above the Upper Strike Level or below the Lower Strike Level:

Cash Settlement

Amount per Board Lot = Minimum Payoff Amount per Inline Warrant x one Board Lot

“Closing Level” means the level specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Exchange Rate” means the rate specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“First Exchange Rate” means the rate specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Index” means the index specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Index Compiler” means the index compiler specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Index Business Day” means a day on which the Index Exchange is scheduled to open for trading
for its regular trading sessions;



“Index Exchange” means the index stock exchange specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Inline Warrants Holder” means, in respect of each series of Inline Warrants, each person who is
for the time being shown in the Register as the holder of the Inline Warrants, and such person

shall be treated by the Issuer as the absolute owner and holder of the Inline Warrants;

“Interim Currency” means the currency specified in the relevant Launch Announcement and
Supplemental Listing Document;

“Lower Strike Level” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document;

“Market Disruption Event” means:

(a) the occurrence or existence, on the Valuation Date during the one-half hour period that ends
at the close of trading on the Index Exchange, of any of:

(i) the suspension or material limitation of the trading of a material number of constituent
securities that comprise the Index;

(i1) the suspension or material limitation of the trading of options or futures contracts
relating to the Index on any exchanges on which such contracts are traded; or

(iii) the imposition of any exchange controls in respect of any currencies involved in
determining the Cash Settlement Amount.

For the purposes of this definition:
(1) the limitation of the number of hours or days of trading will not constitute a Market
Disruption Event if it results from an announced change in the regular business hours

of any relevant exchange, and

(2) a limitation on trading imposed by reason of the movements in price exceeding the
levels permitted by any relevant exchange will constitute a Market Disruption Event; or

(b) where the Index Exchange is the Stock Exchange, the occurrence of any severe weather
condition or other event on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock

Exchange opening for trading later than its regular time for opening of trading on any day as

a result of such severe weather condition or other event;

(c) a limitation or closure of the Index Exchange due to any unforeseen circumstances; or
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2.1

2.2

(d) any circumstances beyond the control of the Issuer in which the Closing Level or, if
applicable, the Exchange Rate, the First Exchange Rate or the Second Exchange Rate (as the
case may be) cannot be determined by the Issuer in the manner set out in these Product
Conditions or in such other manner as the Issuer considers appropriate at such time after
taking into account all the relevant circumstances;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of Inline Warrants over index;

“Maximum Payoff Amount per Inline Warrant” has the meaning given to it in the relevant
Launch Announcement and Supplemental Listing Document;

“Minimum Payoff Amount per Inline Warrant” has the meaning given to it in the relevant
Launch Announcement and Supplemental Listing Document;

“Second Exchange Rate” means the rate specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“Settlement Date” means the third CCASS Settlement Day after the later of: (i) the Expiry Date;
and (ii) the day on which the Closing Level is determined in accordance with the Product
Conditions;

“Upper Strike Level” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document;

“Successor Index Compiler” means a successor to the Index Compiler acceptable to the Issuer;
and

“Valuation Date” means the date specified in the relevant Launch Announcement and
Supplemental Listing Document, provided that if the Issuer determines, in its sole discretion, that a
Market Disruption Event has occurred on the Valuation Date, then the Issuer shall determine the
Closing Level on the basis of its good faith estimate of the Closing Level that would have
prevailed on that day but for the occurrence of the Market Disruption Event provided that the
Issuer, if applicable, may, but shall not be obliged to, determine such Closing Level by having
regard to the manner in which futures contracts relating to the Index are calculated.

Trading in Inline Warrants on the Stock Exchange shall cease prior to the Expiry Date in
accordance with the requirements of the Stock Exchange.

Other capitalised terms shall, unless otherwise defined herein, have the meaning ascribed to them
in the Base Listing Document, the General Conditions, the relevant Launch Announcement and
Supplemental Listing Document or the Global Certificate.

Exercise of Inline Warrants

Exercise of Inline Warrants in Board Lots

The Inline Warrants may only be exercised in Board Lots or integral multiples thereof.

Automatic exercise

The Inline Warrants will be deemed to be automatically exercised on the Expiry Date (without
notice given to the Inline Warrants Holders). The Inline Warrants Holders will not be required to

deliver any exercise notice and the Issuer or its agent will pay to the Inline Warrants Holders the
Cash Settlement Amount (net of any Exercise Expenses).



2.3

2.4

2.5

3.1

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer on the Expiry Date and deducted
from the Cash Settlement Amount prior to delivery to the Inline Warrants Holders in accordance
with this Product Condition 2, shall be notified by the Issuer to the Inline Warrants Holders as
soon as practicable after determination thereof and shall be paid by the Inline Warrants Holders to
the Issuer immediately upon demand.

Record in the Register

Upon automatic exercise of the Inline Warrants on the Expiry Date of the Inline Warrants in
accordance with the Product Conditions, the Issuer will, with effect from the first Business Day
following the Expiry Date, remove the names of each Inline Warrants Holder from the Register in
respect of the number of relevant Inline Warrants which are the subject of the automatic exercise,
and thereby cancel the relevant Inline Warrants and the Global Certificate.

Cash Settlement

Upon the automatic exercise of Inline Warrants in accordance with the Product Conditions, the
Issuer will pay the Cash Settlement Amount minus the determined Exercise Expenses to the
relevant Inline Warrants Holder. If the Cash Settlement Amount is equal to or less than the
determined Exercise Expenses, no amount is payable by the Issuer.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date, by crediting that amount, in accordance with the CCASS Rules, to the
Designated Bank Account.

Upon the occurrence of a Settlement Disruption Event, the Issuer shall use its reasonable
endeavours to procure payment electronically through CCASS by crediting the relevant Designated
Bank Account of the Inline Warrants Holder as soon as reasonably practicable after the original
Settlement Date. The Issuer will not be liable to the Inline Warrants Holder for any interest in
respect of the amount due or any loss or damage that such Inline Warrants Holder may suffer as a
result of the existence of a Settlement Disruption Event.

The Issuer’s obligations to pay the Cash Settlement Amount shall be discharged by payment in
accordance with this Product Condition 2.5.

Adjustments to the Index
Successor Index Compiler Calculates and Reports Index
If the Index is:

(a) not calculated and announced by the Index Compiler but is calculated and published by a
Successor Index Compiler; or

(b) replaced by a successor index using, in the determination of the Issuer, the same or a
substantially similar formula for and method of calculation as used in the calculation of the

Index,

then the Index will be deemed to be the index so calculated and announced by the Successor Index
Compiler or that successor index, as the case may be.



3.2

3.3

3.4

Modification and Cessation of Calculation of Index
If:

(a) on or prior to the Valuation Date, the Index Compiler or (if applicable) the Successor Index
Compiler makes a material change in the formula for or the method of calculating the Index
or in any other way materially modifies the Index (other than a modification prescribed in
that formula or method to maintain the Index in the event of changes in constituent
securities, contracts or commodities and other routine events), or

(b) on the Valuation Date, the Index Compiler or (if applicable) the Successor Index Compiler
fails to calculate and publish the Index (other than as a result of a Market Disruption Event),

then the Issuer shall determine the Closing Level using, in lieu of the published level for the
Index, the level for the Index as at the Valuation Date as determined by the Issuer in accordance
with the formula for and method of calculating the Index last in effect prior to that change or
failure, but using only those securities, contracts, commodities or currencies that comprised the
Index immediately prior to that change or failure (other than those securities, contracts,
commodities or currencies that have since ceased to be listed on the relevant exchange).

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Product Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to
the terms and conditions of the Inline Warrants as appropriate where any event (including the
events as contemplated in the applicable Product Conditions) occurs and irrespective of, in
substitution for, or in addition to the provisions contemplated in the applicable Product Conditions,
provided that such adjustment is:

(a) not materially prejudicial to the interests of the Inline Warrants Holders generally (without
considering the circumstances of any individual Inline Warrants Holder or the tax or other
consequences of such adjustment in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the Inline

Warrants Holders. The Issuer will give, or procure that there is given, notice as soon as practicable

of any adjustment and of the date from which such adjustment is effective by publication in
accordance with General Condition 7.
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PART A

PRODUCT CONDITIONS OF CASH SETTLED CALLABLE BULL/BEAR CONTRACTS

OVER SINGLE EQUITIES

These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of CBBCs may

specify additional terms and conditions which shall, to the extent so specified or to the extent they are

inconsistent with these Product Conditions, replace or modify these Product Conditions for the purpose
of such series of CBBCs.

1.

Definitions

For the purposes of these Product Conditions:

“Call Price” means the price specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

“Cash Settlement Amount” means, in respect of every Board Lot, an amount payable in the
Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) following a Mandatory Call Event:
(i) in the case of a series of Category R CBBCs, the Residual Value; or
(i1) in the case of a series of Category N CBBCs, zero; and

(b) at expiry:
(i) in the case of a series of bull CBBCs:

Cash Settlement Entitlement x (Closing Price — Strike Price) x one Board Lot

Amount per Board Lot Number of CBBCs per Entitlement

(i) in the case of a series of bear CBBCs:

Cash Settlement Entitlement x (Strike Price — Closing Price) x one Board Lot

Amount per Board Lot Number of CBBCs per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed
to be zero;

“Category N CBBCs” means a series of CBBCs where the Call Price is equal to the Strike Price;

“Category R CBBCs” means a series of CBBCs where the Call Price is different from the Strike
Price;

“Closing Price” means the official closing price of one Share (as derived from the daily quotation
sheet of the Stock Exchange, subject to any adjustment to such closing price as may be necessary
to reflect any event as contemplated in Product Condition 3 such as capitalisation, rights issue,
distribution or the like) as of the Valuation Date;

“Company” means the company specified as such in the relevant Launch Announcement and
Supplemental Listing Document;



“Entitlement” means the number specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Mandatory Call Event” occurs if the Spot Price is:

(a) in the case of a series of bull CBBCs, at or below the Call Price; or
(b) in the case of a series of bear CBBCs, at or above the Call Price,

at any time during a Trading Day in the Observation Period;

“Market Disruption Event” means:

(a) the occurrence or existence on any Trading Day during the one-half hour period that ends at
the close of trading of any suspension of or limitation imposed on trading (by reason of
movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the
Stock Exchange in:

(i) the Shares; or

(ii) any options or futures contracts relating to the Shares if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material;

(b) the occurrence of any severe weather condition or other event on any day which either:
(i) results in the Stock Exchange being closed for trading for the entire day; or

(ii) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event; or

(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;

“Maximum Trade Price” means the highest Spot Price of the Shares (subject to any adjustment to
such Spot Price as may be necessary to reflect any event as contemplated in Product Condition 3
such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

“MCE Valuation Period” means the period commencing from and including the moment upon
which the Mandatory Call Event occurs (the trading session on the Stock Exchange during which
the Mandatory Call Event occurs is the “Ist Session”) and up to the end of the trading session on
the Stock Exchange immediately following the 1st Session (“2nd Session”) unless, in the
determination of the Issuer in its good faith, the 2nd Session for any reason (including, without
limitation, a Market Disruption Event occurring and subsisting in the 2nd Session) does not
contain any continuous period of 1 hour or more than 1 hour during which trading in the Shares is
permitted on the Stock Exchange with no limitation imposed, the MCE Valuation Period shall be
extended to the end of the subsequent trading session following the 2nd Session during which
trading in the Shares is permitted on the Stock Exchange with no limitation imposed for a
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continuous period of at least 1 hour notwithstanding the existence or continuance of a Market
Disruption Event in such postponed trading session, unless the Issuer determines in its good faith
that each trading session on each of the four Trading Days immediately following the date on
which the Mandatory Call Event occurs does not contain any continuous period of 1 hour or more
than 1 hour during which trading in the Shares is permitted on the Stock Exchange with no
limitation imposed. In that case:

(a) the period commencing from the 1st Session up to, and including, the last trading session on
the Stock Exchange of the fourth Trading Day immediately following the date on which the
Mandatory Call Event occurs shall be deemed to be the MCE Valuation Period; and

(b) the Issuer shall determine the Maximum Trade Price or the Minimum Trade Price (as the case
may be) having regard to the then prevailing market conditions, the last reported Spot Price
and such other factors as the Issuer may determine to be relevant in its good faith.

For the avoidance of doubt, all Spot Prices available throughout the extended MCE Valuation
Period shall be taken into account to determine the Maximum Trade Price or the Minimum Trade
Price (as the case may be) for the calculation of the Residual Value.

For the purposes of this definition,

(i)  the pre-opening session, the morning session and, in the case of half day trading, the closing
auction session (if applicable) of the same day; and

(ii) the afternoon session and the closing auction session (if applicable) of the same day,

shall each be considered as one trading session only;

“Minimum Trade Price” means the lowest Spot Price of the Shares (subject to any adjustment to
such Spot Price as may be necessary to reflect any event as contemplated in Product Condition 3

such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

“Observation Commencement Date” means the date specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Observation Period” means the period commencing from and including the Observation
Commencement Date up to and including the close of trading (Hong Kong time) on the Trading
Day immediately preceding the Expiry Date;

“Post MCE Trades” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document, subject to such modification and amendment prescribed by the

Stock Exchange from time to time;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of cash settled CBBCs over single equities;
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“Residual Value” means, in respect of every Board Lot, an amount calculated by the Issuer in
accordance with the following formula:

(a) in the case of a series of bull CBBCs:

Residual Value Entitlement x (Minimum Trade Price — Strike Price) x one Board Lot

per Board Lot Number of CBBCs per Entitlement

(b) in the case of a series of bear CBBCs:

Residual Value = Entitlement x (Strike Price — Maximum Trade Price) x one Board Lot
per Board Lot Number of CBBCs per Entitlement

“Settlement Date” means the third CCASS Settlement Day after (i) the end of the MCE Valuation
Period or (ii) the later of: (a) the Expiry Date; and (b) the day on which the Closing Price is
determined in accordance with the Conditions (as the case may be);

“Share” means the share specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Spot Price” means:

(a) in respect of a continuous trading session of the Stock Exchange, the price per Share
concluded by means of automatic order matching on the Stock Exchange as reported in the
official real-time dissemination mechanism for the Stock Exchange during such continuous
trading session in accordance with the Trading Rules, excluding direct business (as defined in
the Trading Rules); and

(b) in respect of a pre-opening session or a closing auction session (if applicable) of the Stock
Exchange (as the case may be), the final Indicative Equilibrium Price (as defined in the
Trading Rules) of the Share (if any) calculated at the end of the pre-order matching period of
such pre-opening session or closing auction session (if applicable), as the case may be, in
accordance with the Trading Rules, excluding direct business (as defined in the Trading
Rules),

subject to such modification and amendment prescribed by the Stock Exchange from time to time.

“Strike Price” means the price specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“Trading Day” means any day on which the Stock Exchange is scheduled to open for trading for
its regular trading sessions;

“Trading Rules” means the Rules and Regulations of the Exchange prescribed by the Stock
Exchange from time to time; and

“Valuation Date” means the Trading Day immediately preceding the Expiry Date provided if, in
the determination of the Issuer, a Market Disruption Event has occurred on that day, the Valuation
Date shall be postponed until the first succeeding Trading Day on which the Issuer determines that
there is no Market Disruption Event, unless the Issuer determines that there is a Market Disruption
Event occurring on each of the four Trading Days immediately following the original date which
(but for the Market Disruption Event) would have been the Valuation Date. In that case:

(a) the fourth Trading Day immediately following the original date shall be deemed to be the
Valuation Date notwithstanding the Market Disruption Event; and
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2.1

2.2

2.3

(b)

the Issuer shall determine the Closing Price having regard to the then prevailing market
conditions, the last reported trading price of the Share on the Stock Exchange and such other
factors as the Issuer determines to be relevant.

Exercise of CBBCs

Exercise of CBBCs in Board Lots

CBBCs may only be exercised in Board Lots or integral multiples thereof.

Automatic exercise

If no Mandatory Call Event has occurred during the Observation Period, the CBBCs will be
deemed to be automatically exercised on the Expiry Date if the Cash Settlement Amount is
positive.

Mandatory Call Event

(a)

(b)

Subject to Product Condition 2.3(b) below, following a Mandatory Call Event, the CBBCs
will be terminated automatically and the Issuer shall have no further obligation under the
CBBCs except for the payment of the Cash Settlement Amount (if any) on the relevant
Settlement Date. The Issuer will notify the Holders of the occurrence of the Mandatory Call
Event in accordance with General Condition 7. Trading in the CBBCs will be suspended
immediately upon the occurrence of a Mandatory Call Event and any Post MCE Trades will
be cancelled and will not be recognised by the Stock Exchange or the Issuer.

A Mandatory Call Event is irrevocable unless it is triggered as a result of any of the
following events:

(i) system malfunction or other technical errors of Hong Kong Exchanges and Clearing
Limited and such event is reported by the Stock Exchange to the Issuer and the Issuer
and the Stock Exchange mutually agree that such Mandatory Call Event is to be
revoked; or

(i1) manifest errors caused by the relevant third party where applicable and such event is
reported by the Issuer to the Stock Exchange, and the Issuer and the Stock Exchange
mutually agree that such Mandatory Call Event is to be revoked;

in each case, such mutual agreement must be reached no later than 30 minutes before the
commencement of trading (including the pre-opening session) (Hong Kong time) on the
Trading Day of the Stock Exchange immediately following the day on which the Mandatory
Call Event occurs, or such other time as prescribed by the Stock Exchange from time to time.

In both cases, the Mandatory Call Event so triggered will be reversed; and all cancelled
trades (if any) will be reinstated and trading of the CBBCs will resume as soon as practicable
in accordance with the rules and/or requirements prescribed by the Stock Exchange from time
to time.

2.4 Entitlement

Every Board Lot of CBBCs entitles the Holder to receive from the Issuer on the Settlement Date
the Cash Settlement Amount (if any).
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2.5

2.6

2.7

2.8

2.9

Cancellation

Upon early expiration of the CBBCs at the occurrence of a Mandatory Call Event or an automatic
exercise of the CBBCs on the Expiry Date, the Issuer will, with effect from the first Business Day
following the MCE Valuation Period or the Expiry Date (as the case may be) remove the name of
the Holder from the Register in respect of the number of CBBCs which have expired or exercised
(as the case may be) and thereby cancel the relevant CBBCs and if applicable, the Global
Certificate.

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer by the end of the MCE Valuation
Period or the Expiry Date (as the case may be) and deducted from the Cash Settlement Amount
prior to delivery to the Holder in accordance with this Product Condition 2, shall be notified by
the Issuer to the Holder as soon as practicable after determination thereof and shall be paid by the
Holder to the Issuer immediately upon demand.

Cash Settlement

Upon early termination of the CBBCs following the occurrence of a Mandatory Call Event or an
automatic exercise of the CBBCs on the Expiry Date (as the case may be), the Issuer will, in
respect of every Board Lot, pay the Cash Settlement Amount minus the determined Exercise
Expenses to the relevant Holder. If the Cash Settlement Amount is equal to or less than the
determined Exercise Expenses, no amount is payable.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date by crediting that amount in accordance with the CCASS Rules, to the
Designated Bank Account.

If as a result of a Settlement Disruption Event, it is not possible for the Issuer to procure payment
electronically through CCASS by crediting the relevant Designated Bank Account of the Holder on
the original Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant Designated Bank Account of the Holder as
soon as reasonably practicable after the original Settlement Date. The Issuer will not be liable to
the Holder for any interest in respect of the amount due or any loss or damage that such Holder
may suffer as a result of the existence of the Settlement Disruption Event.

Responsibility of Issuer

The Issuer or its agents shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used in any
calculation made pursuant to these Conditions or in the calculation of the Cash Settlement Amount
arising from such errors or omissions. The purchase of CBBCs does not confer on any Holder of
such CBBCs any rights (whether in respect of voting, distributions or otherwise) in relation to the
Shares.

Liability of Issuer

Exercise and settlement of the CBBCs is subject to all applicable laws, rules, regulations and
guidelines in force at the relevant time and the Issuer shall not incur any liability whatsoever if it
is unable to effect the transactions contemplated, after using all reasonable efforts, as a result of
any such laws, rules, regulations or guidelines. The Issuer shall not under any circumstances be
liable for any acts or defaults of the CCASS in relation to the performance of its duties in relation
to the CBBCs.



2.10 Trading

3.1

Subject to Product Condition 2.3(b), trading in CBBCs on the Stock Exchange shall cease:
(a) immediately upon the occurrence of a Mandatory Call Event; or

(b) at the close of trading for the Trading Day immediately preceding the Expiry Date (for the
avoidance of doubt, in the case when the Stock Exchange is scheduled to open for the
morning session only, at the close of trading for the morning session),

whichever is the earlier.
Adjustments
Rights Issues

If and whenever the Company shall, by way of Rights (as defined below), offer new Shares for
subscription at a fixed subscription price to the holders of existing Shares pro rata to existing
holdings (a “Rights Offer”), the Entitlement shall be adjusted to take effect on the Business Day
on which trading in the Shares becomes ex-entitlement (“Rights Issue Adjustment Date”) in
accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

1+M
1+ @®R/S)xM
E: Existing Entitlement immediately prior to the Rights Offer

Adjustment Component =

S:  Cum-Rights Share price being the closing price of an existing Share as derived from the
daily quotation sheet of the Stock Exchange on the last Business Day on which the Shares
are traded on a Cum-Rights basis

R:  Subscription price per new Share specified in the Rights Offer plus an amount equal to any
dividends or other benefits foregone to exercise the Right

M: Number of new Share(s) (whether a whole or a fraction) per existing Share each holder
thereof is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price
(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment
Component, where the reciprocal of the Adjustment Component means one divided by the relevant
Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on
the Rights Issue Adjustment Date.

For the purposes of these Product Conditions:
“Rights” means the right(s) attached to each existing Share or needed to acquire one new Share
(as the case may be) which are given to the holders of existing Shares to subscribe at a fixed

subscription price for new Shares pursuant to the Rights Offer (whether by the exercise of one
Right, a part of a Right or an aggregate number of Rights).
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3.2

3.3

3.4

Bonus Issues

If and whenever the Company shall make an issue of Shares credited as fully paid to the holders
of Shares generally by way of capitalisation of profits or reserves (other than pursuant to a scrip
dividend or similar scheme for the time being operated by the Company or otherwise in lieu of a
cash dividend and without any payment or other consideration being made or given by such
holders) (a “Bonus Issue”) the Entitlement shall be adjusted to take effect on the Business Day on
which trading in the Shares becomes ex-entitlement (“Bonus Issue Adjustment Date”) in
accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

Adjustment Component = 1 + N

E:  Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Shares (whether a whole or a fraction) received by a holder of Shares
for each Share held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price
(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment
Component, where the reciprocal of the Adjustment Component means one divided by the relevant
Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on
the Bonus Issue Adjustment Date.

Subdivisions and Consolidations

If and whenever the Company shall subdivide its Shares or any class of its outstanding share
capital comprised of the Shares into a greater number of shares (a “Subdivision™) or consolidate
the Shares or any class of its outstanding share capital comprised of the Shares into a smaller
number of shares (a “Consolidation”), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be
increased whereas the Strike Price and the Call Price (both of which shall be rounded to the
nearest 0.001) will be decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be
decreased whereas the Strike Price and the Call Price (both of which shall be rounded to the
nearest 0.001) will be increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes
effect.

Restructuring Events

If it is announced that the Company is to or may merge or consolidate with or into any other
corporation (including becoming, by agreement or otherwise, a subsidiary of or controlled by any
person or corporation) (except where the Company is the surviving corporation in a merger) or that
it is to or may sell or transfer all or substantially all of its assets, the rights attaching to the
CBBCs may in the absolute discretion of the Issuer be amended no later than the Business Day
preceding the consummation of such merger, consolidation, sale or transfer (each a “Restructuring
Event”) (as determined by the Issuer in its absolute discretion) so that the CBBCs shall, after such
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3.5

Restructuring Event, relate to the number of shares of the corporation(s) resulting from or
surviving such Restructuring Event or other securities (“Substituted Securities”) and/or cash
offered in substitution for the affected Shares, as the case may be, to which the holder of such
number of Shares to which the CBBCs related immediately before such Restructuring Event would
have been entitled upon such Restructuring Event and thereafter the provisions hereof shall apply
to such Substituted Securities, provided that any Substituted Securities may, in the absolute
discretion of the Issuer, be deemed to be replaced by an amount in the relevant currency equal to
the market value or, if no market value is available, fair value, of such Substituted Securities in
each case as determined by the Issuer as soon as practicable after such Restructuring Event is
effected. For the avoidance of doubt, any remaining Shares shall not be affected by this paragraph
and, where cash is offered in substitution for Shares or is deemed to replace Substituted Securities
as described above, references in these Product Conditions to the Shares shall include any such
cash.

Cash Distribution

No adjustment will be made for an ordinary cash dividend (whether or not it is offered with a
scrip alternative) (“Ordinary Dividend”). For any other forms of cash distribution (“Cash
Distribution”) announced by the Company, such as a cash bonus, special dividend or
extraordinary dividend, no adjustment will be made unless the value of the Cash Distribution
accounts for 2 per cent. or more of the Share’s closing price on the day of announcement by the
Company.

If and whenever the Company shall make a Cash Distribution credited as fully paid to the holders
of Shares generally, the Entitlement shall be adjusted to take effect on the Business Day on which
trading in the Shares becomes ex-entitlement in respect of the relevant Cash Distribution (“Cash
Distribution Adjustment Date”) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:
S - 0OD
S -0OD -CD

E: The existing Entitlement immediately prior to the Cash Distribution

Adjustment Component =

S:  The closing price of the existing Share as derived from the daily quotation sheet of the Stock
Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Share

OD: The amount of Ordinary Dividend per Share, provided that the Ordinary Dividend and the
Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt, the
OD shall be deemed to be zero if the ex-entitlement dates of the relevant Ordinary Dividend
and Cash Distribution are different

In addition, the Issuer shall adjust the Strike Price and the Call Price (both of which shall be
rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal
of the Adjustment Component means one divided by the relevant Adjustment Component. The
adjustment to the Strike Price and the Call Price shall take effect on the Cash Distribution
Adjustment Date.



3.6

3.7

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms
and conditions of the CBBCs as appropriate where any event (including the events as contemplated
in the applicable Conditions) occurs and irrespective of, in substitution for, or in addition to the
provisions contemplated in the applicable Conditions, provided that such adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holder or the tax or other consequences of such adjustment
in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.
Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the
Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any
adjustment or amendment and of the date from which such adjustment or amendment is effective
by publication in accordance with General Condition 7.

Liquidation

In the event of a liquidation, winding up or dissolution of the Company or the appointment of a
liquidator, receiver or administrator or analogous person under any applicable law in respect of the
whole or substantially the whole of the undertaking, property or assets of the Company (each an
“Insolvency Event”), all unexercised CBBCs shall terminate automatically upon the occurrence of
any Insolvency Event and the Issuer shall have no further obligation under the CBBCs, except that
in the case of a series of bear CBBCs:

(a) if the Issuer determines in good faith and in a commercially reasonable manner that there is
any residual value in the bear CBBCs upon the occurrence of such Insolvency Event:

(i) the Issuer shall pay to each Holder the residual value of the bear CBBCs in cash
representing the fair market value in respect of each bear CBBC held by such Holder
on or about the occurrence of such Insolvency Event less the cost to the Issuer of
unwinding any related hedging arrangement as determined by the Issuer in its sole and
absolute discretion, acting in good faith and in a commercially reasonable manner.
Payment will be made to each Holder in such manner as shall be notified to the
Holders in accordance with General Condition 7; and

(i1) the Issuer may, but shall not be obliged to, determine such cash amount by having
regard to the manner in which the options contracts or futures contracts of the Shares
traded on the Stock Exchange are calculated;

(b) otherwise, if the Issuer determines in good faith and in a commercially reasonable manner
that there is no residual value in the bear CBBCs upon the occurrence of such Insolvency
Event, the bear CBBCs shall lapse and cease to be valid for any purpose upon the occurrence
of the Insolvency Event.

For the purpose of this Condition 4, an Insolvency Event occurs,

(i) in the case of a voluntary liquidation or winding up of the Company, on the effective date of
the relevant resolution; or
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5.1

5.2

5.3

(ii) in the case of an involuntary liquidation, winding up or dissolution of the Company, on the
date of the relevant court order; or

(iii) in the case of the appointment of a liquidator or receiver or administrator or analogous
person under any applicable law in respect of the whole or substantially the whole of the
undertaking, property or assets of the Company, on the date when such appointment is
effective but subject (in any such case) to any contrary mandatory requirement of the
applicable law.

Delisting
Adjustments following delisting

If at any time the Shares cease to be listed on the Stock Exchange, the Issuer shall give effect to
these Conditions in such manner and make such adjustments and amendments to the rights
attaching to the CBBCs as it shall, in its absolute discretion, consider appropriate to ensure, so far
as it is reasonably able to do so, that the interests of the Holders generally are not materially
prejudiced as a consequence of such delisting (without considering the circumstances of any
individual Holder or the tax or other consequences that may result in any particular jurisdiction).

Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Shares are, or, upon the
delisting, become, listed on any other stock exchange, the Conditions may, in the absolute
discretion of the Issuer, be amended to the extent necessary to allow for the substitution of that
other stock exchange in place of the Stock Exchange and the Issuer may, without the consent of
the Holders, make such adjustments to the entitlements of the Holders on exercise (including, if
appropriate, by converting foreign currency amounts at prevailing market rates into the relevant
currency) as may be appropriate in the circumstances.

Adjustments binding
The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its
determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with
General Condition 7 as soon as practicable after they are determined.
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These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch
Announcement and Supplemental Listing Document in relation to the issue of any series of CBBCs may
specify additional terms and conditions which shall, to the extent so specified or to the extent they are
inconsistent with these Product Conditions, replace or modify these Product Conditions for the purpose

PART B

PRODUCT CONDITIONS OF CASH SETTLED CALLABLE BULL/BEAR CONTRACTS

OVER INDEX

of such series of CBBCs.

1.

Definitions

For the purposes of these Product Conditions:

“Call Level” means the level specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

“Cash Settlement Amount” means, in respect of every Board Lot, an amount calculated by the
Issuer in accordance with the following formula (and, if appropriate, either (I) converted (if
applicable) into the Settlement Currency at the Exchange Rate or, as the case may be, (II)
converted into the Interim Currency at the First Exchange Rate and then (if applicable) converted

into Settlement Currency at the Second Exchange Rate):

(a)

(b)

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed

following a Mandatory Call Event:

(i) in the case of a series of Category R CBBCs, the Residual Value; or
(i1) in the case of a series of Category N CBBCs, zero; and

at expiry:

(i) in the case of a series of bull CBBCs:

Cash Settlement _ (Closing Level - Strike Level) x one Board Lot x Index Currency Amount

Amount per Board Lot Divisor
(i) in the case of a series of bear CBBCs:

Cash Settlement (Strike Level — Closing Level) x one Board Lot x Index Currency Amount

Amount per Board Lot Divisor

to be zero;

“Category N CBBCs” means a series of CBBCs where the Call Level is equal to the Strike Level,;

“Category R CBBCs” means a series of CBBCs where the Call Level is different from the Strike

Level;

“Closing Level” has the meaning given to it in the relevant Launch Announcement and

Supplemental Listing Document;



“Divisor” means the number specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Exchange Rate” means the rate specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“First Exchange Rate” means the rate specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Index” means the index specified as such in the relevant Launch Announcement and
Supplemental Listing Document;

“Index Business Day” means a day on which the Index Exchange is scheduled to open for trading
for its regular trading sessions;

“Index Compiler” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document;

“Index Currency Amount” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document;

“Index Exchange” means the index exchange specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Interim Currency” means the currency specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“Mandatory Call Event” occurs if the Spot Level is:

(a) in the case of a series of bull CBBCs, at or below the Call Level; or
(b) in the case of a series of bear CBBCs, at or above the Call Level,

at any time during an Index Business Day in the Observation Period;
“Market Disruption Event” means:

(a) the occurrence or existence, on any Trading Day or Index Business Day during the one-half
hour period that ends at the close of trading on the Index Exchange, of any of:

(i)  the suspension or material limitation of the trading of a material number of constituent
securities that comprise the Index;

(i1) the suspension or material limitation of the trading of options or futures contracts
relating to the Index on any exchanges on which such contract are traded; or

(iii) the imposition of any exchange controls in respect of any currencies involved in
determining the Cash Settlement Amount.
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For the purposes of this definition:

(I) the limitation of the number of hours or days of trading will not constitute a Market
Disruption Event if it results from an announced change in the regular business hours
of any relevant exchange, and

(2) a limitation on trading imposed by reason of the movements in price exceeding the
levels permitted by any relevant exchange will constitute a Market Disruption Event; or

(b) where the Index Exchange is the Stock Exchange, the occurrence of any severe weather
condition or other event on any day which either:

(i) results in the Stock Exchange being closed for trading for the entire day; or

(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),

PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event;

(c) a limitation or closure of the Index Exchange due to any unforeseen circumstances; or

(d) any circumstances beyond the control of the Issuer in which the Closing Level or, if
applicable, the Exchange Rate, the First Exchange Rate or the Second Exchange Rate (as the
case may be) cannot be determined by the Issuer in the manner set out in these Conditions or
in such other manner as the Issuer considers appropriate at such time after taking into
account all the relevant circumstances;

“Maximum Index Level” means the highest Spot Level during the MCE Valuation Period;

“MCE Valuation Period” means the period commencing from and including the moment upon
which the Mandatory Call Event occurs (the trading session on the Index Exchange during which
the Mandatory Call Event occurs is the “lIst Session”) and up to the end of the trading session on
the Index Exchange immediately following the Ist Session (“2nd Session”) unless, in the
determination of the Issuer in its good faith, the 2nd Session for any reason (including, without
limitation, a Market Disruption Event occurring and subsisting in the 2nd Session) does not
contain any continuous period of 1 hour or more than 1 hour during which the Spot Levels are
available, the MCE Valuation Period shall be extended to the end of the subsequent trading session
on the Index Exchange following the 2nd Session during which Spot Levels are available for a
continuous period of at least 1 hour notwithstanding the existence or continuance of a Market
Disruption Event in such postponed trading session, unless the Issuer determines in its good faith
that each trading session on each of the four Index Business Days immediately following the date
on which the Mandatory Call Event occurs does not contain any continuous period of 1 hour or
more than 1 hour during which Spot Levels are available. In that case:

(a) the period commencing from the 1st Session up to, and including, the last trading session of
the fourth Index Business Day on the Index Exchange immediately following the date on
which the Mandatory Call Event occurs shall be deemed to be the MCE Valuation Period;
and



(b) the Issuer shall determine the Maximum Index Level or the Minimum Index Level (as the
case may be) having regard to the then prevailing market conditions, the last reported Spot
Level of the Index and such other factors as the Issuer may determine to be relevant in its
good faith.

For the avoidance of doubt, all Spot Levels available throughout the extended MCE Valuation
Period shall be taken into account to determine the Maximum Index Level or the Minimum Index
Level (as the case may be) for the calculation of the Residual Value.

For the purposes of this definition,

(i) the pre-opening session, the morning session and, in the case of half day trading, the closing
auction session (if applicable) of the same day; and

(ii) the afternoon session and the closing auction session (if applicable) of the same day,
shall each be considered as one trading session only;
“Minimum Index Level” means the lowest Spot Level during the MCE Valuation Period;

“Observation Commencement Date” means the date specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Observation Period” means the period commencing from and including the Observation
Commencement Date up to and including the close of trading (Hong Kong time) on the Trading
Day immediately preceding the Expiry Date;

“Post MCE Trades” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document, subject to such modification and amendment prescribed by the
Stock Exchange from time to time;

“Price Source”, if applicable, has the meaning given to it in the relevant Launch Announcement
and Supplemental Listing Document;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of cash settled CBBCs over index;

“Residual Value” means, in respect of every Board Lot, an amount calculated by the Issuer in
accordance with the following formula (and, if appropriate, either (I) converted (if applicable) into
the Settlement Currency at the Exchange Rate or, as the case may be, (II) converted into the
Interim Currency at the First Exchange Rate and then (if applicable) converted into Settlement
Currency at the Second Exchange Rate):

(a) In the case of a series of bull CBBCs:

Residual Value ~ (Minimum Index Level - Strike Level) x one Board Lot x Index Currency Amount
per Board Lot Divisor

(b) In the case of a series of bear CBBCs:

Residual Value ~ (Strike Level — Maximum Index Level) x one Board Lot x Index Currency Amount
per Board Lot Divisor

“Second Exchange Rate” means the rate specified as such in the relevant Launch Announcement
and Supplemental Listing Document;



2.1

2.2

2.3

“Settlement Date” means the third CCASS Settlement Day after (i) the end of the MCE Valuation
Period or (ii) the later of: (a) the Expiry Date; and (b) the day on which the Closing Level is
determined in accordance with the Conditions (as the case may be);

“Spot Level” means:

(a) if no Price Source is specified, the spot level of the Index as compiled and published by the
Index Compiler; or

(b) if a Price Source is specified, the spot level of the Index as published on the Price Source;

“Strike Level” means the level specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“Trading Day” means any day on which the Stock Exchange is scheduled to open for trading for
its regular trading sessions; and

“Valuation Date” means the date specified as such in the relevant Launch Announcement and
Supplemental Listing Document, provided that, if the Issuer determines, in its sole discretion, that
a Market Disruption Event has occurred on the Valuation Date, then the Issuer shall determine the
Closing Level on the basis of its good faith estimate of the Closing Level that would have
prevailed on that day but for the occurrence of the Market Disruption Event, provided that the
Issuer, if applicable, may, but shall not be obliged to, determine such Closing Level by having
regard to the manner in which futures contracts relating to the Index are calculated.

Exercise of CBBCs

Exercise of CBBCs in Board Lots

CBBCs may only be exercised in Board Lots or integral multiples thereof.
Automatic exercise

If no Mandatory Call Event has occurred during the Observation Period, the CBBCs will be
deemed to be automatically exercised on the Expiry Date if the Cash Settlement Amount is
positive.

Mandatory Call Event

(a) Subject to Product Condition 2.3(b) below, following a Mandatory Call Event, the CBBCs
will be terminated automatically and the Issuer shall have no further obligation under the
CBBCs except for the payment of the Cash Settlement Amount (if any) on the relevant
Settlement Date. The Issuer will notify the Holders of the occurrence of the Mandatory Call
Event in accordance with General Condition 7. Trading in the CBBCs will be suspended
immediately upon the occurrence of a Mandatory Call Event and any Post MCE Trades will
be cancelled and will not be recognised by the Stock Exchange or the Issuer.

(b) A Mandatory Call Event is irrevocable unless it is triggered as a result of any of the
following events:

(i) system malfunction or other technical errors of Hong Kong Exchanges and Clearing
Limited and such event is reported by the Stock Exchange to the Issuer and the Issuer
and the Stock Exchange mutually agree that such Mandatory Call Event is to be
revoked; or
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(i1) manifest errors caused by the relevant third party where applicable (such as
miscalculation of the index level by the Index Compiler) and such event is reported by
the Issuer to the Stock Exchange, and the Issuer and the Stock Exchange mutually agree
that such Mandatory Call Event is to be revoked;

in each case, such mutual agreement must be reached no later than 30 minutes before the
commencement of trading (including the pre-opening session) (Hong Kong time) on the
Trading Day of the Stock Exchange immediately following the day on which the Mandatory
Call Event occurs, or such other time as prescribed by the Stock Exchange from time to time.

In both cases, the Mandatory Call Event so triggered will be reversed; and all cancelled trades (if
any) will be reinstated and trading of the CBBCs will resume as soon as practicable in accordance
with the rules and/or requirements prescribed by the Stock Exchange from time to time.

Entitlement

Every Board Lot of CBBCs entitles the Holder to receive from the Issuer on the Settlement Date
the Cash Settlement Amount (if any).

Cancellation

Upon early expiration of the CBBCs at the occurrence of a Mandatory Call Event or an automatic
exercise of the CBBCs on the Expiry Date, the Issuer will, with effect from the first Business Day
following the MCE Valuation Period or the Expiry Date (as the case may be) remove the name of
the Holder from the Register in respect of the number of CBBCs which have expired or exercised
(as the case may be) and thereby cancel the relevant CBBCs and if applicable, the Global
Certificate.

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer by the end of the MCE Valuation
Period or the Expiry Date (as the case may be) and deducted from the Cash Settlement Amount
prior to delivery to the Holder in accordance with this Product Condition 2, shall be notified by
the Issuer to the Holder as soon as practicable after determination thereof and shall be paid by the
Holder to the Issuer immediately upon demand.

Cash Settlement

Upon early termination of the CBBCs following the occurrence of a Mandatory Call Event or an
automatic exercise of the CBBCs on the Expiry Date (as the case may be), the Issuer will, in
respect of every Board Lot, pay the Cash Settlement Amount minus the determined Exercise
Expenses to the relevant Holder. If the Cash Settlement Amount is equal to or less than the
determined Exercise Expenses, no amount is payable.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date by crediting that amount in accordance with the CCASS Rules, to the
Designated Bank Account.

If as a result of a Settlement Disruption Event, it is not possible for the Issuer to procure payment
electronically through CCASS by crediting the relevant Designated Bank Account of the Holder on
the original Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant Designated Bank Account of the Holder as
soon as reasonably practicable after the original Settlement Date. The Issuer will not be liable to
the Holder for any interest in respect of the amount due or any loss or damage that such Holder
may suffer as a result of the existence of the Settlement Disruption Event.
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3.2

Responsibility of Issuer

The Issuer or its agents shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used in any
calculation made pursuant to these Conditions or in the calculation of the Cash Settlement Amount
arising from such errors or omissions. The purchase of CBBCs does not confer on any Holder of
such CBBCs any rights (whether in respect of voting, distributions or otherwise) in relation to the
constituent securities, contracts, commodities or currencies comprising the Index.

Liability of Issuer

Exercise and settlement of the CBBCs is subject to all applicable laws, rules, regulations and
guidelines in force at the relevant time and the Issuer shall not incur any liability whatsoever if it
is unable to effect the transactions contemplated, after using all reasonable efforts, as a result of
any such laws, rules, regulations or guidelines. The Issuer shall not under any circumstances be
liable for any acts or defaults of the CCASS in relation to the performance of its duties in relation
to the CBBCs.

Trading

Subject to Product Condition 2.3(b), trading in CBBCs on the Stock Exchange shall cease:

(a) immediately upon the occurrence of a Mandatory Call Event; or

(b) at the close of trading for the Trading Day immediately preceding the Expiry Date (for the
avoidance of doubt, in the case when the Stock Exchange is scheduled to open for the
morning session only, at the close of trading for the morning session),

whichever is the earlier.

Adjustments

Successor Index Compiler Calculates and Reports Index

If the Index is:

(a) not calculated and announced by the Index Compiler but is calculated and published by a
successor to the Index Compiler (the “Successor Index Compiler”) acceptable to the Issuer;
or

(b) replaced by a successor index using, in the determination of the Issuer, the same or a
substantially similar formula for and method of calculation as used in the calculation of the

Index,

then the Index will be deemed to be the index so calculated and announced by the Successor Index
Compiler or that successor index, as the case may be.

Modification and Cessation of Calculation of Index
If:

(a) on or prior to the Valuation Date, the Index Compiler or (if applicable) the Successor Index
Compiler makes a material change in the formula for or the method of calculating the Index
or in any other way materially modifies the Index (other than a modification prescribed in
that formula or method to maintain the Index in the event of changes in constituent
securities, contracts, commodities or currencies and other routine events); or



3.3

3.4

(b) on the Valuation Date, the Index Compiler or (if applicable) the Successor Index Compiler
fails to calculate and publish the Index (other than as a result of a Market Disruption Event),

then the Issuer shall determine the Closing Level using, in lieu of a published level for the Index,
the level for the Index as at the Valuation Date as determined by the Issuer in accordance with the
formula for and method of calculating the Index last in effect prior to that change or failure, but
using only those securities, contracts, commodities or currencies that comprised the Index
immediately prior to that change or failure (other than those securities, contracts, commodities or
currencies that have since ceased to be listed on the relevant exchange).

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms
and conditions of the CBBCs as appropriate where any event (including the events as contemplated
in the applicable Conditions) occurs and irrespective of, in substitution for, or in addition to the
provisions contemplated in the applicable Conditions, provided that such adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holder or the tax or other consequences of such adjustment
in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.

Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the

Holder. The Issuer will give, or procure that there is given, notice as soon as practicable of any

adjustment or amendment and of the date from which such adjustment or amendment is effective
by publication in accordance with General Condition 7.



PART C

PRODUCT CONDITIONS OF CASH SETTLED CALLABLE BULL/BEAR CONTRACTS OVER

EXCHANGE TRADED FUND

These Product Conditions will, together with the General Conditions and the supplemental terms and
conditions contained in the relevant Launch Announcement and Supplemental Listing Document, and
subject to completion and amendment, be endorsed on the Global Certificate. The relevant Launch

Announcement and Supplemental Listing Document in relation to the issue of any series of CBBCs may

specify additional terms and conditions which shall, to the extent so specified or to the extent they are

inconsistent with these Product Conditions, replace or modify these Product Conditions for the purpose
of such series of CBBCs.

1.

Definitions

For the purposes of these Product Conditions:

“Call Price” means the price specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition

3;

“Cash Settlement Amount” means, in respect of every Board Lot, an amount payable in the
Settlement Currency calculated by the Issuer in accordance with the following formula:

(a) following a Mandatory Call Event:
(i) in the case of a series of Category R CBBCs, the Residual Value; or
(i1) in the case of a series of Category N CBBCs, zero; and

(b) at expiry:
(i) in the case of a series of bull CBBCs:

Cash Settlement Entitlement x (Closing Price — Strike Price) x one Board Lot

Amount per Board Lot Number of CBBCs per Entitlement

(i) in the case of a series of bear CBBCs:

Cash Settlement Entitlement x (Strike Price — Closing Price) x one Board Lot

Amount per Board Lot Number of CBBCs per Entitlement

For the avoidance of doubt, if the Cash Settlement Amount is a negative figure, it shall be deemed
to be zero;

“Category N CBBCs” means a series of CBBCs where the Call Price is equal to the Strike Price;

“Category R CBBCs” means a series of CBBCs where the Call Price is different from the Strike
Price;

“Closing Price” means the official closing price of one Unit (as derived from the daily quotation
sheet of the Stock Exchange, subject to any adjustment to such closing price as may be necessary
to reflect any event as contemplated in Product Condition 3 such as capitalisation, rights issue,
distribution or the like) as of the Valuation Date;
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“Entitlement” means the number specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“Fund” means the exchange traded fund specified as such in the relevant Launch Announcement
and Supplemental Listing Document;

“General Conditions” means the general terms and conditions of Structured Products set out in
Appendix 1 of the Base Listing Document;

“Mandatory Call Event” occurs if the Spot Price is:

(a) in the case of a series of bull CBBCs, at or below the Call Price; or

(b) in the case of a series of bear CBBCs, at or above the Call Price,

at any time during any Trading Day in the Observation Period;

“Market Disruption Event” means:

(a) the occurrence or existence on any Trading Day during the one-half hour period that ends at
the close of trading of any suspension of or limitation imposed on trading (by reason of
movements in price exceeding limits permitted by the Stock Exchange or otherwise) on the
Stock Exchange in:

(i) the Units; or

(ii) any options or futures contracts relating to the Units if, in any such case, such
suspension or limitation is, in the determination of the Issuer, material;

(b) the occurrence of any severe weather condition or other event on any day which either:
(i) results in the Stock Exchange being closed for trading for the entire day; or
(i1) results in the Stock Exchange being closed prior to its regular time for close of trading
for the relevant day (for the avoidance of doubt, in the case when the Stock Exchange
is scheduled to open for the morning trading session only, closed prior to its regular
time for close of trading for the morning session),
PROVIDED THAT there shall be no Market Disruption Event solely by reason of the Stock
Exchange opening for trading later than its regular time for opening of trading on any day as
a result of such severe weather condition or other event; or
(c) a limitation or closure of the Stock Exchange due to any unforeseen circumstances;
“Maximum Trade Price” means the highest Spot Price of the Units (subject to any adjustment to

such Spot Price as may be necessary to reflect any event as contemplated in Product Condition 3
such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;
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“MCE Valuation Period” means the period commencing from and including the moment upon
which the Mandatory Call Event occurs (the trading session on the Stock Exchange during which
the Mandatory Call Event occurs is the “1st Session”) and up to the end of the trading session on
the Stock Exchange immediately following the 1st Session (“2nd Session”) unless, in the
determination of the Issuer in its good faith, the 2nd Session for any reason (including, without
limitation, a Market Disruption Event occurring and subsisting in the 2nd Session) does not
contain any continuous period of 1 hour or more than 1 hour during which trading in the Units is
permitted on the Stock Exchange with no limitation imposed, the MCE Valuation Period shall be
extended to the end of the subsequent trading session following the 2nd Session during which
trading in the Units is permitted on the Stock Exchange with no limitation imposed for a
continuous period of at least 1 hour notwithstanding the existence or continuance of a Market
Disruption Event in such postponed trading session, unless the Issuer determines in its good faith
that each trading session on each of the four Trading Days immediately following the date on
which the Mandatory Call Event occurs does not contain any continuous period of 1 hour or more
than 1 hour during which trading in the Units is permitted on the Stock Exchange with no
limitation imposed. In that case:

(a) the period commencing from the 1st Session up to, and including, the last trading session on
the Stock Exchange of the fourth Trading Day immediately following the date on which the
Mandatory Call Event occurs shall be deemed to be the MCE Valuation Period; and

(b) the Issuer shall determine the Maximum Trade Price or the Minimum Trade Price (as the case
may be) having regard to the then prevailing market conditions, the last reported Spot Price
and such other factors as the Issuer may determine to be relevant in its good faith.

For the avoidance of doubt, all Spot Prices available throughout the extended MCE Valuation
Period shall be taken into account to determine the Maximum Trade Price or the Minimum Trade
Price (as the case may be) for the calculation of the Residual Value.

For the purposes of this definition,

(i) the pre-opening session, the morning session and, in the case of half day trading, the closing
auction session (if applicable) of the same day; and

(ii) the afternoon session and the closing auction session (if applicable) of the same day, shall
each be considered as one trading session only;

“Minimum Trade Price” means the lowest Spot Price of the Units (subject to any adjustment to
such Spot Price as may be necessary to reflect any event as contemplated in Product Condition 3
such as capitalisation, rights issue, distribution or the like) during the MCE Valuation Period;

“Observation Commencement Date” means the date specified as such in the relevant Launch
Announcement and Supplemental Listing Document;

“Observation Period” means the period commencing from and including the Observation
Commencement Date up to and including the close of trading (Hong Kong time) on the Trading
Day immediately preceding the Expiry Date;

“Post MCE Trades” has the meaning given to it in the relevant Launch Announcement and
Supplemental Listing Document, subject to such modification and amendment prescribed by the

Stock Exchange from time to time;

“Product Conditions” means these product terms and conditions. These Product Conditions apply
to each series of cash settled CBBCs over exchange traded funds;



“Residual Value” means, in respect of every Board Lot, an amount calculated by the Issuer in
accordance with the following formula:

(a) in the case of a series of bull CBBCs:

Residual Value Entitlement x (Minimum Trade Price — Strike Price) x one Board Lot

per Board Lot Number of CBBCs per Entitlement

(b) in the case of a series of bear CBBCs:

Residual Value _ Entitlement x (Strike Price — Maximum Trade Price) x one Board Lot
per Board Lot Number of CBBCs per Entitlement

“Settlement Date” means the third CCASS Settlement Day after: (a) the end of the MCE
Valuation Period; or (b) the later of: (i) the Expiry Date; and (ii) the day on which the Closing
Price is determined in accordance with the Conditions (as the case may be);

“Spot Price” means:

(a) in respect of a continuous trading session of the Stock Exchange, the price per Unit
concluded by means of automatic order matching on the Stock Exchange as reported in the
official real-time dissemination mechanism for the Stock Exchange during such continuous
trading session in accordance with the Trading Rules, excluding direct business (as defined in
the Trading Rules); and

(b) in respect of a pre-opening session or a closing auction session (if applicable) of the Stock
Exchange (as the case may be), the final Indicative Equilibrium Price (as defined in the
Trading Rules) of the Unit (if any) calculated at the end of the pre-order matching period of
such pre-opening session or closing auction session (if applicable), as the case may be, in
accordance with the Trading Rules, excluding direct business (as defined in the Trading
Rules),

subject to such modification and amendment prescribed by the Stock Exchange from time to time.

“Strike Price” means the price specified as such in the relevant Launch Announcement and
Supplemental Listing Document, subject to any adjustment in accordance with Product Condition
3;

“Trading Day” means any day on which the Stock Exchange is scheduled to open for trading for
its regular trading sessions;

“Trading Rules” means the Rules and Regulations of the Exchange prescribed by the Stock
Exchange from time to time;

“Unit” means the share or unit of the Fund specified as such in the relevant Launch
Announcement and Supplemental Listing Document; and

“Valuation Date” means the Trading Day immediately preceding the Expiry Date provided that if,
in the determination of the Issuer, a Market Disruption Event has occurred on that day, the
Valuation Date shall be postponed until the first succeeding Trading Day on which the Issuer
determines that there is no Market Disruption Event, unless the Issuer determines that there is a
Market Disruption Event occurring on each of the four Trading Days immediately following the
original date which (but for the Market Disruption Event) would have been the Valuation Date. In
that case:
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(a) the fourth Trading Day immediately following the original date shall be deemed to be the
Valuation Date notwithstanding the Market Disruption Event; and

(b) the Issuer shall determine the Closing Price having regard to the then prevailing market
conditions, the last reported trading price of the Unit on the Stock Exchange and such other
factors as the Issuer determines to be relevant.

Exercise of CBBCs

Exercise of CBBCs in Board Lots

CBBCs may only be exercised in Board Lots or integral multiples thereof.
Automatic exercise

If no Mandatory Call Event has occurred during the Observation Period, the CBBCs will be
deemed to be automatically exercised on the Expiry Date if the Cash Settlement Amount is
positive.

Mandatory Call Event

(a) Subject to Product Condition 2.3(b) below, following a Mandatory Call Event, the CBBCs
will be terminated automatically and the Issuer shall have no further obligation under the
CBBCs except for the payment of the Cash Settlement Amount (if any) on the relevant
Settlement Date. The Issuer will notify the Holders of the occurrence of the Mandatory Call
Event in accordance with General Condition 7. Trading in the CBBCs will be suspended
immediately upon the occurrence of a Mandatory Call Event and any Post MCE Trades will
be cancelled and will not be recognised by the Stock Exchange or the Issuer.

(b) A Mandatory Call Event is irrevocable unless it is triggered as a result of any of the
following events:

(i) system malfunction or other technical errors of Hong Kong Exchanges and Clearing
Limited and such event is reported by the Stock Exchange to the Issuer and the Issuer
and the Stock Exchange mutually agree that such Mandatory Call Event is to be
revoked; or

(i1) manifest errors caused by the relevant third party where applicable and such event is
reported by the Issuer to the Stock Exchange, and the Issuer and the Stock Exchange
mutually agree that such Mandatory Call Event is to be revoked;

in each case, such mutual agreement must be reached no later than 30 minutes before the
commencement of trading (including the pre-opening session) (Hong Kong time) on the Trading
Day of the Stock Exchange immediately following the day on which the Mandatory Call Event
occurs, or such other time as prescribed by the Stock Exchange from time to time.

In both cases, the Mandatory Call Event so triggered will be reversed; and all cancelled trades (if
any) will be reinstated and trading of the CBBCs will resume as soon as practicable in accordance
with the rules and/or requirements prescribed by the Stock Exchange from time to time.

Entitlement

Every Board Lot of CBBCs entitles the Holder to receive from the Issuer on the Settlement Date
the Cash Settlement Amount (if any).
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Cancellation

Upon early expiration of the CBBCs at the occurrence of a Mandatory Call Event or an automatic
exercise of the CBBCs on the Expiry Date, the Issuer will, with effect from the first Business Day
following the MCE Valuation Period or the Expiry Date (as the case may be) remove the name of
the Holder from the Register in respect of the number of CBBCs which have expired or exercised
(as the case may be) and thereby cancel the relevant CBBCs and if applicable, the Global
Certificate.

Exercise Expenses

Any Exercise Expenses which are not determined by the Issuer by the end of the MCE Valuation
Period or the Expiry Date (as the case may be) and deducted from the Cash Settlement Amount
prior to delivery to the Holder in accordance with this Product Condition 2, shall be notified by
the Issuer to the Holder as soon as practicable after determination thereof and shall be paid by the
Holder to the Issuer immediately upon demand.

Cash Settlement

Upon early termination of the CBBCs following the occurrence of a Mandatory Call Event or an
automatic exercise of the CBBCs on the Expiry Date (as the case may be), the Issuer will, in
respect of every Board Lot, pay the Cash Settlement Amount minus the determined Exercise
Expenses to the relevant Holder. If the Cash Settlement Amount is equal to or less than the
determined Exercise Expenses, no amount is payable.

The Cash Settlement Amount minus the determined Exercise Expenses shall be despatched no later
than the Settlement Date by crediting that amount in accordance with the CCASS Rules, to the
Designated Bank Account.

If as a result of a Settlement Disruption Event, it is not possible for the Issuer to procure payment
electronically through CCASS by crediting the relevant Designated Bank Account of the Holder on
the original Settlement Date, the Issuer shall use its reasonable endeavours to procure payment
electronically through CCASS by crediting the relevant Designated Bank Account of the Holder as
soon as reasonably practicable after the original Settlement Date. The Issuer will not be liable to
the Holder for any interest in respect of the amount due or any loss or damage that such Holder
may suffer as a result of the existence of the Settlement Disruption Event.

Responsibility of Issuer

The Issuer or its agents shall not have any responsibility for any errors or omissions in the
calculation and dissemination of any variables published by a third party and used in any
calculation made pursuant to these Conditions or in the calculation of the Cash Settlement Amount
arising from such errors or omissions. The purchase of CBBCs does not confer on any Holder of
such CBBCs any rights (whether in respect of voting, distributions or otherwise) in relation to the
Units.

Liability of Issuer

Exercise and settlement of the CBBCs is subject to all applicable laws, rules, regulations and
guidelines in force at the relevant time and the Issuer shall not incur any liability whatsoever if it
is unable to effect the transactions contemplated, after using all reasonable efforts, as a result of
any such laws, rules, regulations or guidelines. The Issuer shall not under any circumstances be
liable for any acts or defaults of the CCASS in relation to the performance of its duties in relation
to the CBBCs.



2.10 Trading

3.1

Subject to Product Condition 2.3(b), trading in CBBCs on the Stock Exchange shall cease:
(a) immediately upon the occurrence of a Mandatory Call Event; or

(b) at the close of trading for the Trading Day immediately preceding the Expiry Date (for the
avoidance of doubt, in the case when the Stock Exchange is scheduled to open for the
morning session only, at the close of trading for the morning session),

whichever is the earlier.
Adjustments
Rights Issues

If and whenever the Fund shall, by way of Rights (as defined below), offer new Units for
subscription at a fixed subscription price to the holders of existing Units pro rata to existing
holdings (a “Rights Offer”), the Entitlement shall be adjusted to take effect on the Business Day
on which trading in the Units becomes ex-entitlement (“Rights Issue Adjustment Date”) in
accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

1+M
1+ @®R/S)xM
E: Existing Entitlement immediately prior to the Rights Offer

Adjustment Component =

S:  Cum-Rights Unit price being the closing price of an existing Unit as derived from the daily
quotation sheet of the Stock Exchange on the last Business Day on which the Units are
traded on a Cum-Rights basis

R:  Subscription price per new Unit specified in the Rights Offer plus an amount equal to any
distributions or other benefits foregone to exercise the Rights

M: Number of new Unit(s) (whether a whole or a fraction) per existing Unit each holder thereof
is entitled to subscribe,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price
(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment
Component, where the reciprocal of the Adjustment Component means one divided by the relevant
Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on
the Rights Issue Adjustment Date.
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3.2

3.3

3.4

For the purposes of these Product Conditions:

“Rights” means the right(s) attached to each existing Unit or needed to acquire one new Unit (as
the case may be) which are given to the holders of existing Units to subscribe at a fixed
subscription price for new Units pursuant to the Rights Offer (whether by the exercise of one
Right, a part of a Right or an aggregate number of Rights).

Bonus Issues

If and whenever the Fund shall make an issue of Units credited as fully paid to the holders of
Units generally (other than pursuant to a scrip distribution or similar scheme for the time being
operated by the Fund or otherwise in lieu of a cash distribution and without any payment or other
consideration being made or given by such holders) (a “Bonus Issue”) the Entitlement shall be
adjusted to take effect on the Business Day on which trading in the Units becomes ex-entitlement
(“Bonus Issue Adjustment Date”) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:

Adjustment Component = 1 + N

E: Existing Entitlement immediately prior to the Bonus Issue

N: Number of additional Units (whether a whole or a fraction) received by a holder of Units for
each Unit held prior to the Bonus Issue,

provided that if the above formula would result in an adjustment to the Entitlement which would
amount to one per cent. or less of the Entitlement immediately prior to the adjustment, then no
adjustment will be made. In addition, the Issuer shall adjust the Strike Price and the Call Price
(both of which shall be rounded to the nearest 0.001) by the reciprocal of the Adjustment
Component, where the reciprocal of the Adjustment Component means one divided by the relevant
Adjustment Component. The adjustment to the Strike Price and the Call Price shall take effect on
the Bonus Issue Adjustment Date.

Subdivisions and Consolidations

If and whenever the Fund shall subdivide its Units or any class of its outstanding Units into a
greater number of units or shares (a “Subdivision”) or consolidate the Units or any class of its
outstanding Units into a smaller number of units or shares (a “Consolidation”), then:

(a) in the case of a Subdivision, the Entitlement in effect immediately prior thereto will be
increased whereas the Strike Price and the Call Price (both of which shall be rounded to the
nearest 0.001) will be decreased in the same ratio as the Subdivision; and

(b) in the case of a Consolidation, the Entitlement in effect immediately prior thereto will be
decreased whereas the Strike Price and the Call Price (both of which shall be rounded to the
nearest 0.001) will be increased in the same ratio as the Consolidation,

in each case on the day on which the Subdivision or Consolidation (as the case may be) takes
effect.

Restructuring Events
If it is announced that the Fund is to or may merge with or into any other trust or consolidate with
or into any other trust or corporation (including becoming, by agreement or otherwise, controlled

by any person or corporation) (except where the Fund is the surviving entity in a merger) or that it
is to or may sell or transfer all or substantially all of its assets, the rights attaching to the CBBCs



3.5

may in the absolute discretion of the Issuer be amended no later than the Business Day preceding
the consummation of such merger, consolidation, sale or transfer (each a “Restructuring Event”)
(as determined by the Issuer in its absolute discretion) so that the CBBCs shall, after such
Restructuring Event, relate to the number of units or shares of the trust(s) or corporation(s)
resulting from or surviving such Restructuring Event or other securities (“Substituted Securities”)
and/or cash offered in substitution for the affected Units, as the case may be, to which the holder
of such number of Units to which the CBBCs related immediately before such Restructuring Event
would have been entitled upon such Restructuring Event and thereafter the provisions hereof shall
apply to such Substituted Securities, provided that any Substituted Securities may, in the absolute
discretion of the Issuer, be deemed to be replaced by an amount in the relevant currency equal to
the market value or, if no market value is available, fair value, of such Substituted Securities in
each case as determined by the Issuer as soon as practicable after such Restructuring Event is
effected. For the avoidance of doubt, any remaining Units shall not be affected by this paragraph
and, where cash is offered in substitution for Units or is deemed to replace Substituted Securities
as described above, references in these Product Conditions to the Units shall include any such
cash.

Cash Distribution

No adjustment will be made for an ordinary cash distribution (whether or not it is offered with a
scrip alternative) (“Ordinary Distribution”). For any other forms of cash distribution (“Cash
Distribution”) announced by the Fund, such as a cash bonus, special distribution or extraordinary
distribution, no adjustment will be made unless the value of the Cash Distribution accounts for 2
per cent. or more of the Unit’s closing price on the day of announcement by the Fund.

If and whenever the Fund shall make a Cash Distribution credited as fully paid to the holders of
Units generally, the Entitlement shall be adjusted to take effect on the Business Day on which
trading in the Units becomes ex-entitlement in respect of the relevant Cash Distribution (“Cash
Distribution Adjustment Date”) in accordance with the following formula:

Adjusted Entitlement = Adjustment Component x E

Where:
S - OD
S -0OD -CD

E: The existing Entitlement immediately prior to the Cash Distribution

Adjustment Component =

S:  The closing price of the existing Unit as derived from the daily quotation sheet of the Stock
Exchange on the Business Day immediately preceding the Cash Distribution Adjustment Date

CD: The amount of Cash Distribution per Unit

OD: The amount of Ordinary Distribution per Unit, provided that the Ordinary Distribution and
the Cash Distribution shall have the same ex-entitlement date. For the avoidance of doubt,
the OD shall be deemed to be zero if the ex-entitlement dates of the relevant Ordinary
Distribution and Cash Distribution are different

In addition, the Issuer shall adjust the Strike Price and the Call Price (both of which shall be
rounded to the nearest 0.001) by the reciprocal of the Adjustment Component, where the reciprocal
of the Adjustment Component means one divided by the relevant Adjustment Component. The
adjustment to the Strike Price and the Call Price shall take effect on the Cash Distribution
Adjustment Date.



3.6

3.7

Other Adjustments

Without prejudice to and notwithstanding any prior adjustment(s) made pursuant to the applicable
Conditions, the Issuer may (but shall not be obliged to) make such other adjustments to the terms
and conditions of the CBBCs as appropriate where any event (including the events as contemplated
in the applicable Conditions) occurs and irrespective of, in substitution for, or in addition to the
provisions contemplated in the applicable Conditions, provided that such adjustment is:

(a) not materially prejudicial to the interests of the Holders generally (without considering the
circumstances of any individual Holder or the tax or other consequences of such adjustment
in any particular jurisdiction); or

(b) determined by the Issuer in good faith to be appropriate and commercially reasonable.
Notice of Determinations

All determinations made by the Issuer pursuant hereto will be conclusive and binding on the
Holders. The Issuer will give, or procure that there is given, notice as soon as practicable of any
adjustment or amendment and of the date from which such adjustment or amendment is effective
by publication in accordance with General Condition 7.

Termination or Liquidation

In the event of a Termination or the liquidation or dissolution of the Fund or, if applicable, the
trustee of the Fund (including any successor trustee appointed from time to time) (“Trustee”) (in
its capacity as trustee of the Fund) or the appointment of a liquidator, receiver or administrator or
analogous person under any applicable law in respect of the whole or substantially the whole of
the Fund’s or Trustee’s (as the case may be) undertaking, property or assets, all unexercised
CBBCs will lapse and shall cease to be valid for any purpose. In the case of a Termination, the
unexercised CBBCs will lapse and shall cease to be valid on the effective date of the Termination,
in the case of a voluntary liquidation, the unexercised CBBCs will lapse and shall cease to be
valid on the effective date of the relevant resolution and, in the case of an involuntary liquidation
or dissolution, on the date of the relevant court order or, in the case of the appointment of a
liquidator or receiver or administrator or analogous person under any applicable law in respect of
the whole or substantially the whole of such Fund’s or Trustee’s (as the case may be) undertaking,
property or assets, on the date when such appointment is effective but subject (in any such case) to
any contrary mandatory requirement of the applicable law.

For the purpose of this Product Condition 4, “Termination” means:

(i)  the Fund is terminated or required to be terminated for whatever reason, or the termination of
the Fund commences;

(ii) where applicable, the Fund is held or is conceded by the Trustee or the manager of the Fund
(including any successor manager appointed from time to time) not to be have been
constituted or to have been imperfectly constituted;

(iii)) where applicable, the Trustee ceases to be authorised under the Fund to hold the property of
the Fund in its name and perform its obligations under the trust deed constituting the Fund;

or

(iv) the Fund ceases to be authorised as an authorised collective investment scheme under the
Securities and Futures Ordinance (Cap. 571 of the Laws of Hong Kong).
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5.1

5.2

5.3

Delisting
Adjustments following delisting

If at any time the Units cease to be listed on the Stock Exchange, the Issuer shall give effect to
these Conditions in such manner and make such adjustments and amendments to the rights
attaching to the CBBCs as it shall, in its absolute discretion, consider appropriate to ensure, so far
as it is reasonably able to do so, that the interests of the Holders generally are not materially
prejudiced as a consequence of such delisting (without considering the circumstances of any
individual Holder or the tax or other consequences that may result in any particular jurisdiction).

Listing on another exchange

Without prejudice to the generality of Product Condition 5.1, where the Units are, or, upon the
delisting, become, listed on any other stock exchange, the Conditions may, in the absolute
discretion of the Issuer, be amended to the extent necessary to allow for the substitution of that
other stock exchange in place of the Stock Exchange and the Issuer may, without the consent of
the Holders, make such adjustments to the entitlements of the Holders on exercise (including, if
appropriate, by converting foreign currency amounts at prevailing market rates into the relevant
currency) as may be appropriate in the circumstances.

Adjustments binding
The Issuer shall determine, in its absolute discretion, any adjustment or amendment and its
determination shall be conclusive and binding on the Holders save in the case of manifest error.

Notice of any adjustments or amendments shall be given to the Holders in accordance with
General Condition 7 as soon as practicable after they are determined.
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APPENDIX 5
BRIEF GUIDE TO CREDIT RATINGS

Information set out in this Appendix 5 is based on, extracted or reproduced from the website of S&P at
https://www.spglobal.com/ratings/en/ and the website of Moody’s at https://www.moodys.com.
Information appearing on those websites does not form part of this document, and we accept no
responsibility for the accuracy or completeness of the information appearing on those websites, except
that we have accurately extracted and reproduced such information in this Appendix 5 and take
responsibility for such extraction and reproduction. We have not separately verified such information.
There can be no assurance that such information will not be revised by the relevant rating agency in the
future and we have no responsibility to notify you of such change. If you are unsure about any
information provided in this Appendix 5 and/or what a credit rating means, you should seek independent
professional advice.

What is a credit rating?

A credit rating is a forward looking opinion by a credit rating agency of a company’s overall ability to
meet its financial obligations. The focus is on the company’s capacity to pay its debts as they become
due. The rating does not necessarily apply to any specific obligation.

What do the credit ratings mean?

Below are guidelines issued by S&P and Moody’s on what each of their investment-grade ratings means.
S&P long-term issuer credit ratings

AAA

An obligor rated ‘AAA’ has extremely strong capacity to meet its financial commitments. ‘AAA’ is the
highest issuer credit rating assigned by S&P.

AA

An obligor rated ‘AA’ has very strong capacity to meet its financial commitments. It differs from the
highest-rated obligors only to a small degree.

A

An obligor rated ‘A’ has strong capacity to meet its financial commitments but is somewhat more
susceptible to the adverse effects of changes in circumstances and economic conditions than obligors in
higher-rated categories.

BBB

An obligor rated ‘BBB’ has adequate capacity to meet its financial commitments. However, adverse
economic conditions or changing circumstances are more likely to weaken the obligor’s capacity to meet
its financial commitments.

Plus (+) or minus (-)

The above ratings (except for ‘“AAA’) may be modified by the addition of a plus (+) or minus (-) sign
to show relative standing within the rating categories.

Please refer to https://disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourceld/504352 for
further details.
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Moody’s long-term ratings definitions

Aaa

Obligations rated Aaa are judged to be of the highest quality, with minimal risk.

Aa

Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.
A

Obligations rated A are considered upper-medium grade and are subject to low credit risk.
Baa

Obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and as
such may possess speculative characteristics.

Modifiers “17, “2” and “3”

Moody’s appends numerical modifiers 1, 2 and 3 to each of the above generic rating classifications
(except for Aaa). The modifier 1 indicates that the obligation ranks in the higher end of its generic
rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a ranking in
the lower end of that generic rating category.

Please refer to https://ratings.moodys.io/ratings for further details.

Rating Outlooks

A rating outlook is an opinion regarding the likely rating direction over the medium term (for example,
this is typically six months to two years for S&P). A rating outlook issued by S&P or Moody’s will
usually indicate whether the rating direction is likely to be “positive”, ‘“negative”, “stable” or

“developing”. Please refer to the abovementioned websites of the relevant credit rating agencies for
further details regarding rating outlooks published by the relevant credit rating agencies.
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APPENDIX 6
AUDITOR’S REPORT AND OUR CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

This information in this Appendix 6 has been extracted from our Annual Report for the year ended 31
December 2023. References to page numbers on the following pages are to the page numbers of such

Annual Report.

Please refer to the base listing document dated 13 April 2023 for our annual report for the year ended
31 December 2022 and the auditor’s report on such annual report.

— 104 —



172

The Bank of East Asia, Limited Annual Report 2023

Independent Auditor's Report

TO THE MEMBERS OF THE BANK OF EAST ASIA, LIMITED

(Incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of The Bank of East Asia, Limited ("the Bank") and its subsidiaries
(together "the Group") set out on pages 188 to 377, which comprise the consolidated statement of financial position as at 31
December 2023, the consolidated income statement, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity and the consolidated cash flow statement for the year then ended and notes to the consolidated
financial statements, including material accounting policy information.

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the Group
as at 31 December 2023 and of its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants ("HKICPA") and have been properly prepared in compliance with the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued by the HKICPA. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants ("the Code") and we have fulfilled our other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Impairment allowances of loans and advances to customers
Refer to notes 2(h)(vii), 27(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The Group's advances to customers as at 31 December
2023 amounted to HK$532,111 million, with total expected
credit losses ("ECL") amounting to HK$5,127 million as
at 31 December 2023. Hong Kong and Chinese Mainland
Operations contributed to 55.0% and 26.6% of the Group's
advances to customers, and 48.2% and 40.8% of the Group's
total ECL respectively.

Impairment allowances of loans and advances to customers
across the banking industry continues to be an area of
elevated focus due to ongoing challenges in the China
real estate sector and tightening monetary policy by many
central banks to combat inflation. This has led to a more
difficult environment for borrowers and leads to challenges in
assessing impairment provisions.

Our audit procedures to assess the Group's impairment
allowances on loans and advances to customers measured
at amortised cost with regards to the methodology, data and
assumptions used in the estimate included the following:

Methodology
understanding and assessing the design, implementation
and operating effectiveness of key internal controls on
the ECL model monitoring and governance process and
on the controls around the final review and determination
of impairment allowances by management;
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The Bank of East Asia, Limited Annual Report 2023

Independent Auditor's Report (continued)

Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 27(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The Group applies its ECL models to assess impairment
allowances of loans and advances to customers measured
at amortised cost. Loan exposures that are not already
credit-impaired are classified as stage 1 on origination and a
12-month ECL provision is recognised. Loan exposures will
remain in stage 1 until they are repaid, experience a significant
increase in credit risk (stage 2) or become credit-impaired
(stage 3), for which a lifetime ECL provision is recognised.

The difficulty in identifying those loans which may have
significant increase in credit risk or impaired has remained
high. Past historical experience on repayment may be less
representative of the borrowers' financial conditions and
therefore more judgement is required.

Impairment allowances may be materially misstated if the
exposures with a significant increase in credit risk are not
properly identified and classified in the appropriate stages.

The determination of impairment allowances using the
ECL models is subject to a number of key parameters and
assumptions, including the identification of loss stages,
estimates of probability of default, loss given default,
exposures at default and discount rate, adjustments for
forward-looking information and other adjustment factors.
Management judgment is involved in the selection of those
parameters and the application of the assumptions.

In particular, the determination of the impairment allowances
is heavily dependent on the external macro environment.
The expected credit losses are derived from estimates
including the historical losses, internal and external credit
grading and other adjustment factors. The expected credit
losses for personal loans are derived from estimates whereby
management takes into consideration historical overdue data,
the historical loss experience for personal loans and other
adjustment factors.

involving credit risk specialists in assessing the
appropriateness of the methodology and reliability of
the ECL models used by management in determining
impairment allowances; and

in respect of assessing the accuracy of ECL calculation,
calculating the amount of credit loss allowance for
12-month and life-time credit losses using the ECL models
based on the above parameters and assumptions for
a sample of loans and advances to customers where
the credit risk of the loan has not, or has, increased
significantly since initial recognition, respectively and
comparing to the results from the Group;

Data
understanding and assessing the design, implementation
and operating effectiveness of key internal controls
on financial reporting over approval, recording and
monitoring of loans measured at amortised cost,
including the recording of key data elements used in the
ECL model;

assessing the completeness and accuracy of data used
for the key parameters in the ECL models, by comparing
individual loan information on a sample basis with the
underlying agreements and other related documentation
to assess the accuracy of the loan information in the ECL
models. For key parameters derived from external data,
we selected samples to inspect the accuracy of such data
by comparing them with publicly available sources; and

for key parameters used in the ECL models which were
derived from system-generated internal data, assessing
the accuracy of input data by comparing the input data
with original documents on a sample basis. We involved
our information technology specialists in assessing the
information systems controls critical to the financial
reporting process, such as the compilation of the overdue
reports for advances to customers. We also assessed
the design, implementation and operating effectiveness
of relevant automated application controls within these
systems, as well as key internal controls over these
underlying systems, including controls over access
to these systems and controls over data and change
management;
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Independent Auditor's Report (continued)

Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 27(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

Management also exercises judgement in determining
the quantum of loss given default based on a range of
factors. These include available remedies for recovery, the
financial situation of the borrower, the recoverable amount
of collateral, macroeconomic factors, the seniority of the
claim and the existence and cooperativeness of other
creditors. Management refers to valuation reports issued
by qualified third party valuers and considers the influence
of various factors including the market price, location and
use when assessing the value of property held as collateral.
The enforceability, timing and means of realisation of
collateral can also have an impact on the recoverable
amount from collateral and, therefore, the amount of
impairment allowances as at the end of the reporting period.
The assessment of the recoverable amount of collateral is
particularly challenging in the Chinese Mainland as the extent
of judgement exercised by management in the process
of determining the strategy of recovery and assessing the
collateral value of these exposures is high. As a result, the
impairment allowances of loans and advances to customers in
this particular part of business is subject to a higher inherent
risk of material misstatements.

We identified the impairment allowances of loans and
advances to customers measured at amortised cost as a
key audit matter because of the complexity of the inherent
uncertainty and management judgment involved and
because of its significance to the financial results and capital
of the Group.

Assumptions
understanding and assessing the design, implementation
and operating effectiveness of key internal controls on
financial reporting over the credit grading process;

understanding and assessing the design, implementation
and operating effectiveness of key internal controls
on the monitoring and governance process for the
assumptions used in the ECL models, including the
assessment of the internal credit grading applied to
exposures;

evaluating the validity of management's assessment
on whether the credit risk of the loan has, or has not,
increased significantly since initial recognition and
whether the loan is credit-impaired by selecting samples
for which we checked loan overdue information, made
enquiries of the credit managers about the borrowers'
business operations, checked borrowers' financial
information and researched market information about
borrowers' businesses. Our sample of loans and advances
to customers selected for credit review, including in
Chinese Mainland Operations, focused on accounts with
high risk characteristics, including industries, features of
loan arrangements, types of collateral and credit quality of
the accounts;

involving credit risk specialists in assessing the
appropriateness of the key assumptions in the ECL
models, including the criteria used by management
in determining loss stages, the probability of default,
loss given default, exposure at default, discount rate,
adjustments for forward-looking information and other
management adjustments;

for key parameters involving judgement, critically
assessing input parameters by seeking evidence
from external sources and comparing it to the Group'
s internal records including historical loss experience
and type of collateral. As part of these procedures, we
challenged the reasons for modifications to estimates
and input parameters and considered the consistency
of judgement. We compared the economic factors
used in the models with market information to assess
whether they were aligned with market and economic
development;
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Impairment allowances of loans and advances to customers

Refer to notes 2(h)(vii), 27(a), 43(a)(ix) to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

for selected samples of loans and advances to customers
that are credit-impaired, evaluating management's
assessment of the recoverable amount of the exposure
including evaluating management's assessment of
the value of any property collateral held by comparison
with market prices based on the location and use of
the property and the prices of comparable properties.
We also evaluated the timing and means of realisation
of other collateral, evaluated the forecast cash flows,
challenged the viability of the Group's recovery plans and
evaluated other credit enhancements that are integral to
the contract terms; and

assessing the appropriateness of material manual
adjustments and overlays on ECL model outputs.

Other audit procedures to assess the Group's impairment
allowances on loans and advances to customers measured at
amortised cost included the following:

in respect of evaluating the accounting treatments of
disposal of impaired loans during the year, inspecting the
loan disposal agreements and documents, enquiring of
management and assessing whether the transactions are
recognised appropriately; and

evaluating whether the presentation and disclosures
on impairment allowances of loans and advances
to customers measured at amortised cost meet the
requirements of the prevailing accounting standards.
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Impairment assessment of an investment in associate, AFFIN Bank Berhad ("AFFIN")

Refer to notes 2(r), 30 to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

The quoted market price of the Group's investment in
AFFIN has been persistently below the carrying amount for
a period of time. This is considered an indicator of potential
impairment.

HKAS 36 "Impairment of assets” requires recognition of
impairment loss when the carrying amount exceeds the
recoverable amount, which is the higher of its fair value less
costs of disposal and its value in use ("VIU"). An impairment
test was performed by the Group using a VIU model to
estimate the investment's value assuming the Group
continues to hold this investment.

As at 31 December 2023, the recoverable amount based
on the VIU calculation was HK$3,012 million. The carrying
value was written down to the recoverable amount and
an additional impairment charge of HK$726 million was
recognised in 2023.

The VIU model is based on the requirements in HKAS
36 "Impairment of assets” and is dependent on many
assumptions, both short-term and long-term in nature. These
assumptions, which are judgemental, are derived from a
combination of management estimates, forecasts and market
data. The assumptions considered the current levels of
uncertainty on the economy in Malaysia.

A number of key judgements were made by management in
determining the inputs for the VIU calculation which included:

+  forecast cash flows;

«  forecast regulatory capital adjustments required;

+ growth rates and terminal values; and

+ discount rate applied to the forecast cash flows.

We identified the impairment assessment of the Group's
investment in AFFIN as a key audit matter because of
the increased uncertainty of the VIU estimation and its
significance to the consolidated financial statements, and
because assessing the key assumptions involved a significant
degree of management judgement which may affect both the
carrying value of the Group's investment in AFFIN at year end
and amount of impairment charge for the year.

Our audit procedures to assess the carrying value of the
Group's investment in AFFIN with regards to methodology,
data and assumptions used in the estimate included the
following:

Methodology
engaging our valuation specialists to evaluate the
methodology used in the VIU calculation;

Data
comparing AFFIN's budgeted income and profits with the
assumptions used by management in its discounted cash
flow forecast; and

comparing the actual results of AFFIN for the past
years to forecasts prepared by management for the
preceding years to assess the accuracy of management'
s forecasting process;

Assumptions
discussing with management, who sit on the board of
AFFIN, to understand business performance and future
business plans of AFFIN;

evaluating the assumptions and judgements adopted
by management in its discounted cash flow forecast
relating to growth rates, terminal value and the discount
rate used to derive the recoverable amount of the Group'
s investment in AFFIN, with support of our valuation
specialists, through the following procedures:

conducting research on the assumptions and
judgements relating to growth rates, terminal value
and the discount rate based on available market
information;

performing an alternative calculation of the discount
rate and comparing this calculation with the
discount rate applied by management to assess
reasonableness of the discount rate used by
management;
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Independent Auditor's Report (continued)

Impairment assessment of an investment in associate, AFFIN Bank Berhad ("AFFIN")

Refer to notes 2(r), 30 to the consolidated financial statements

Key audit matter

How the matter was addressed in our audit

evaluating the assumptions used in forecasting
regulatory capital adjustments required;

comparing AFFIN's budgeted income and profits
with externally derived data, such as analysts' reports,
to assess their reasonableness;

evaluating the sensitivity analyses prepared by
management for each of the key assumptions adopted
in the discounted cash flow forecast, including growth
rates applied, cash flow forecast, and discount rate
assumptions, and considering any management bias in
formulating these assumptions; and

evaluating the probabilities assigned by management to
the various economic scenarios in the VIU calculation by
assessing whether they were aligned with market and
economic development.

In addition to the above audit procedures, we also considered
whether the disclosures in the consolidated financial
statements in respect of the impairment assessment of the
Group's investment in AFFIN reflected the risks inherent in
the key assumptions with reference to the requirements of
the prevailing accounting standards.
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Independent Auditor's Report (continued)

Information Other than the Consolidated Financial Statements and Auditor's Report
Thereon

The directors are responsible for the other information. The other information comprises all the information included in the annual
report, other than the consolidated financial statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the Consolidated Financial Statements

The directors are responsible for the preparation of the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong Kong Companies Ordinance and for such internal control as
the directors determine is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the Group's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The directors are assisted by the Audit Committee in discharging their responsibilities for overseeing the Group's financial
reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. This report is
made solely to you, as a body, in accordance with section 405 of the Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override of
internal control.
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Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by the directors.

Conclude on the appropriateness of the directors' use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Group's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and
performance of the Group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and

significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements regarding
independence and communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence and, where applicable, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance in the
audit of the consolidated financial statements of the current period and are therefore the key audit matters. We describe these
matters in our auditor's report unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Wong, Po Shan.

KPMG

Certified Public Accountants
8th Floor, Prince's Building
10 Chater Road

Central, Hong Kong

21 February 2024
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ARe N R

For the year ended 31st December, 2023 #ZE 2023F 12 B 31 HILFE

2023 2022
Notes [fiz¥ HK$ Mn BHEEET HK$Mn BREET

Interest income FEUWA 5 39,685 24,848

Interest income calculated using the RBUANEREFEN

effective interest method FEURA 36,788 24,871

Related interest income/(expense) AR EWA (FZH) 2,897 (23)
Interest expense FEZH 6 (22,811) (11,340)
Net interest income RIS ON 16,874 13,508
Fee and commission income RS E KB A 7 3,361 3,372
Fee and commission expense RBERAEZH (721) (619)
Net fee and commission income R E R AW AFEE 2,640 2,753
Net trading profit R mf) 248 8 1,225 943

&LLEﬁM&W YEEE

Net result on financial instruments at FVTPL EHTAMNFRIR 9 (262) (68)
Net result on financial assets measured EBEME R E AR RAT

at FVOC! BEAESHEENTRR 10 (26) 175
Net loss on sale of financial assets measured HEREHERAHETHEE

at amortised cost 23R (22) (6)
Net hedging profit 3 paabiayilbe 1 30 201
Other operating income HMZE WA 12 287 448
Non-interest income FEF BUWLA 3,872 4,446
Operating income BERA 20,746 17,954
Operating expenses LE T 13 (9.432) (9,224)
Operating profit before impairment losses KMBFREREZLEET] 11,314 8,730
Impairment losses on financial instruments TR TRFEBRE 14 (5.483) (5923)
Impairment losses on associate SN BRERX 30 (726) -
Impairment losses on other assets HthBEREREX (6) (3)
Impairment losses VEAIEEEES (6,215) (5,926)
Operating profit after impairment losses BINREEELXEZ EEHT] 5,099 2,804
Net profit on sale of assets held for sale HERBEHEEEZF /ﬁﬁ?ﬁ‘ 15 2 1,445
Net loss on disposal of subsidiaries/ HEMBLAEHERT

associates FEE (12) V)
Net profit on disposal of fixed assets HERTEEZFiaf 16 14 17
Valuation losses on investment properties EMREYESE 32 (86) (179)
Share of profits less losses of associates and LB ENBIRGELE

joint ventures wA R 30 293 855
Profit for the year before taxation FERBRKRENER 5,310 4,941
Income tax PRASHR 17 (1174) (563)
Profit for the year FE M 4,136 4,378
Attributable to: AIRER

Owners of the parent NEERKE 42(j) 4118 4,359

Non-controlling interests R ER 18 19
Profit for the year FENEF 4,136 4,378

HK$ i T HK$ BT

Earnings per share SREF

Basic HA 19 1.32 1.32

Diluted e 19 1.32 1.32

The notes on pages 196 to 377 form part of these financial statements. Details of

dividends payable to equity shareholders of the Bank attributable to the profit for

the year are set out in Note 18.
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Consolidated Statement of Comprehensive Income

FoEEWmR

For the year ended 31st December, 2023 # £ 2023F 12 B31HLIEEE

2023

2022

Notes [fiz¥ HK$ Mn BHETET HK$Mn BEEETT

Net profit el 4,136 4378
Other comprehensive income for the year: FEREMZEWT :
[tems that will not be reclassified to
income statement: ArIE R mRNIER !
Premises: iThE
- unrealised surplus on revaluation of —EATHPTEENRER
premises B 42(b) 13 354
- deferred taxes —EIEFRIE 42(b) 2 (4)
Fair value reserve (equity instruments): NEEERE (REIER)
- net change in fair value NEEEES 42(q) 120 127
- deferred taxes —IEIERRIE 42(g) - (4)
Liability credit reserve: BEEERE !
- net change in fair value attributable to —-AEEESEERRM
Group's own credit risk SIBNRTEEEE  3442(h) (13) 73
- deferred taxes —IEIEFRIA 34,42(h) 2 (12)
[tems that may be reclassified subsequently to
income statement: Mg geB R mRNIES !
Fair value reserve (debt instruments): NEEERFE (BBTR)
- net change in fair value — N EBELE 42(g) 760 (1,849)
- amount transferred to income statement on —RHERBAKRRZERN
disposal +48 42(qg) 82 13
- deferred taxes —IEIEFRIE 42(g) (134) 298
Share of changes in equity of associates and ELBE AR REE L X ER
joint ventures RIS ED 42(i) 51 54
Exchange differences arising from translation TSR Fﬁ&é\gﬁj\/_ N
of accounts/disposal of overseas, Macau and B A E ~HENT)
Taiwan branches, subsidiaries, associatesand & ﬁfﬁ%ﬁ'\]ﬁﬁlﬁ?ﬁ%/
joint ventures HEMELNERER (723) (2,880)
Other comprehensive income Hi 2 E W a 160 (3,830)
Total comprehensive income 2EKEEEE 4,296 548
Total comprehensive income attributable to: EEWREBEARBRL
Owners of the parent EEERE 4,278 529
Non-controlling interests FEERE R 18 19
4,296 548
The notes on pages 196 to 377 form part of these financial statements. FIBEITTEZWEBAMBREZ —
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ma MEIRR

As at 31st December, 2023 /52023512 8 31H

2023 2022
Notesffizf HK$ Mn BIEEET HK$Mn BREBHET
ASSETS BE
Cash and balances with banks ReRTRITHES 23 45,903 54,579
Placements with and advances to banks EIRITRITFE B 24 43,691 60,203
Trade bills B2E 25 373 529
Trading assets RARREE 26 3,049 1530
Derivative assets THEIBEE 45(b)(ii) 9,056 1,092
Loans and advances to customers EY=R=FYNE TN 27 526,984 542,394
Investment securities K EH 28 167,270 147,007
Investments in associates and joint ventures BENEINRAGBELERE 30 8,384 9,061
Fixed assets BEEE 32 13,493 13,476
- Investment properties —KEYE 5,105 5,166
- Other properties and equipment —HtYERE 7603 7593
- Right-of-use assets —EREEE 785 7
Goodwill and intangible assets HENETEE 31 1852 1870
Deferred tax assets RIERIEE E 35(b) 1,836 1,849
Other assets Hth&E 33 38,470 39,235
Total Assets AERLE 860,361 882,825
EQUITY AND LIABILITIES RREZREE
Deposits and balances of banks RITHERRE R 25,619 25,478
- Designated at fair value through —{5EABBED R
profit or loss NEEE 34 3,199 4,545
- At amortised cost — AR 22,420 20,933
Deposits from customers BREM 36 628,598 648,093
- Demand deposits and current accounts —EREIRARIRR 65,643 65,899
- Savings deposits —RHEEXR 118,163 145,107
- Time, call and notice deposits —ERARBHER 444,792 437,087
Trading liabilities RaRRas - 5
Derivative liabilities TEIEER 45(b)(ii) 4,007 4145
Certificates of deposit issued BEITENRE 27,618 32,662
- Designated at fair value through —IEEABBEmUAR M
profit or loss NEEE 34 9,415 19,001
- At amortised cost — AR A 18,203 13,661
Current taxation RERIB 35(a) 1,602 1,252
Debt securities issued BEITEKES 844 2,892
- Designated at fair value through —{5EABBER U R
profit or loss NTEE 34 688 a1
- At amortised cost — B 156 2,081
Deferred tax liabilities RERIEEE 35(b) 468 226
Other liabilities Hittafl 37 47,312 49,799
Loan capital - at amortised cost EEB R —#IHR K 38 15,967 1,927
Total Liabilities afEssE 752,035 776,479
Share capital i 40 41915 41,856
Reserves i 42 56,058 54,131
Total equity attributable to owners of the parent 57 /B /X A E B R EE R AZEE 97,973 95,987
Additional equity instruments REIMEARTH 4 10,090 10,090
Non-controlling interests Ele i 263 269
Total Equity R Em AR 108,326 106,346
Total Equity and Liabilities KERER N EEREE 860,361 882,825

Approved and authorised for issue by the Board on 21st February, 2024.

Executive Chairman
Co-Chief Executives

Director

The notes on pages 196 to 377 form part of these financial statements.

David LI Kwok-po
Adrian David LI Man-kiu
Brian David LI Man-bun
Meocre LI Kwok-wing
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Consolidated Statement of Changes in Equity
mEEmEER

For the year ended 31st December, 2023 #ZE 2023F 12 B 31 HILFE

Captal
Revaluation reserve -
reserve of Exchange staff share Libilty Addional Nor-
Share ~ General bank  Capital revaluation options  Fair value credt Other  Retained equity  controling Total
captal ~reseve  premises  resenve  reseve  issued  resene  reseve  resenes’  profits Total instuments interests  equity
EiE-
e EREH B8 ATRE ABER EiE AR

Bi iR R EAEE  BR ERORE  BE GR REGR ERM  ME 0 IR Bn RekE
HCSWn KM HSMn B  HKSNn  HSND  HKSMR  HKSMR  HOOMR  HKSMR  HKSMR HSMR  HKSMR HKSNn
#hEAT MMART RNREn RMMEAT AMEEn ANREn WMAAR ANAEn RNEET AMAST ANEEn MMEEn AREER AMEER

{ st January, 2023 ekt 41856 13658 2255 8% (182) 150 50 1 505 33365  95%7 10090 269 106346
Changes in equity
Proft for the year EEMmER ° = o = ° = ° = - 4118 418 - 1] 41%
Other comprehensiveincome i - - 3 - (1) - 828 (t) 5t - 10 - - 10
Total comprehensivencome Eail ] - - ] - (123) - 828 (1) 5 48 428 - B 4%

Shares issued in iy of

dhidend otz 40) ﬁzﬁ%% 5 - - - - - - - - - 5 - - 5
Equiy settled share-based transaction
(Nots 421 - - - - - % - - - - % - - %
Trangfer - - - - - (3) - - @ kil - - - -
Disrbuton/Dividends ceclred orapproved. ~~ EEREHRREERAM K
durngthe year TERE = - - - - - - - - (2008 (2009 - () (0%)
Share bupback i = > = . = . = - - (%1 (60 - - (37)
At 3ist December, 2023 KABEREYE 496 13658 2210 8% (2549) 13 133 4 564 BM5 9193 10090 % 1083%
1. During the year, the Bank bought back 36 million issued shares on the Stock Exchange 1. FEAY 0 KITLAR1C1E B 1 3.66 (87T 0] 3,600
at a total consideration of HK$366 million. Together with the direct transaction cost of BEREZETTR 7 o 2 [F] B 5 A K B 100
approximately HK$1 million, a total amount of HK$367 million was accounted for as a BT 0 MBI 3.67 18T BB 77 im A
deduction from retained profits. For details of the share buy-back, please refer to Note B o BRIR 7 CIFERIFE1E - 552 RIMTaE 40 ©
40.
2. Other reserves include statutory reserve and other reserves. 2. HM#ECITLEREREMERE
The notes on pages 196 to 377 form part of these financial statements. F16EITTEZMEBATHRR 2 — °
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Consolidated Statement of Changes in Equity (continued)
GeEmSHR (B

For the year ended 31st December, 2022 &, ZE 2022512 5 31 HIEFE

Captal
Revaluation reserve -
reserve of Exchange  staff share Liabilty Additional Nor-
Share ~ General bank  Capital revaluation options  Fairvalue credit Other  Retained equity  controling Total

captal  reseve  premises  resee  reseve  issued  resene  reseve  resees®  profits Total instruments interests  equity

e BREG OEf LYRE ARER BiRE R
Rt -BGE G ERER  GR ERIRE  BE  BR RMGR ERM) M IR Bb BRNE
HOSMn KN HSMn  BSW  HKSMR  HOND  HSM  HKSMR  BSNR  HKSMR  HOMD HSM  HKSMR KM

#iEET BNEEn RNEEn ARAST RMAAR RMEER WRREn RNEEm MMREn MNEEn AMEST AMAST RMEER MMEER

At st January, 2022 HanE1B18 4646 13658 1906 8% 1058 182 192 (t6) 59 %% 1078 13968 04 116050
Changes in equity fEhey
Proftfor te year EEmAT - - - - - - - - - B 4% - B4
Other comprehersive income Af2ENE - - %) - 80 - (14 i 5 -3 - - &)
Tota comprehensive ncome EYELE - - 0 - 80 - (148 i T 59 - 1 58

Shares issued in v of

diicend 102 40) HERSEANER (4 a i - i - - i - i - bl - - il
Equitysettd sharerbased ansaction YRHARRER .

(Hots 420) Rz - - - i - 2 i - i - 2 - - 2
Trangfer E - - - - - (24) - - (10) " - - - -
Distrouton/Dhidends declaredor cpproved ~~ EERBHAREE R %

during the year iR - - - - - - - - - B (345 - (%8 (3509
Share buy-back R - - - - - - - - - b)) - - (3060
Redempton of adiionalequiy nstruments?~ BEEANRAT S - . - . - - - - - ) (3 - 3wy
Change ofonership i subsidares WELA BERES - - - - - - - - - - - - (B) (6

Mt D 202 VLR 0% OM® % % (@ B S0 5 5K BE KW 0M %M 0%

1. In 2022, the Bank bought back 262 million issued shares at a total consideration of 1. 20224 R » ZK{TLUAB1LIEE 15 30.38 f& T o]

HK$3,038 million. Together with the direct transaction cost of HK$13 million, a total 262 (EREZHTIRG o BRI B IR 5L A B

amount of HK$3,051 million were accounted for as a deduction from retained profits. For 1300 87T » #858E 15 30.51 8T B B 7 mFl

details of the share buy-back, please refer to Note 40. i1k o B EIR (7 [EIERYEE I - 55 2 EIMTEE
40

2. In 2022, the Bank redeemed HK$3,878 million (US$500 million) undated non- 2. 202249 Z{TfE[aEH 38.78 (E7T(5 8% T)

cumulative subordinated Additional Tier 1 capital securities issued in 2017. FE2017 FE TRV EIRI A IF R A B B AR —
AREAXTR
3. Other reserves include statutory reserve and other reserves. 3. EBMEECEZERFBELEMGEE -
The notes on pages 196 to 377 form part of these financial statements. F196EI7TTEZHEBATHRERZ —HH °
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Consolidated Cash Flow Statement

FERIRERER

For the year ended 31st December, 2023 # £ 2023F 12 B31HLIEEE

2023 2022
Notes[fizf HK$ MnBEEET HK$MnBEEETRT
OPERATING ACTIVITIES REEBEY
Profit for the year before taxation FERBRENER 5,310 4,941
Adjustments for: A
Charge for impairment losses on financial
instruments TRIARBERLISHE 5,483 5,923
Charge for impairment losses on associate BE AR ERRSH 726 -
Charge for impairment losses on other assets ~ ELfh & E B8k 4 6 3
Share of profits less losses of associates and R YN == e it
joint ventures RUE1E (293) (855)
Net loss on sale of financial assets measured LERBERAGTESHEE
at amortised cost ZREE 22 6
HERBREEMZANGEUR
Net loss/(profit) on sale of debt securities BMATEEFEEHRESZ
measured at FVOCI FE1E/ (7)) 60 (142)
Net loss on disposal of subsidiaries and HEMRBARMEE AT
associates EEE 12 1
Net profit on sale of assets held for sale HERBEHEEEZFET (2) (1,445)
Net profit on disposal of fixed assets HEBREEEZ Fimi (14) (17)
Interest expense on debt securities issued BETEBESTESH 51 80
Interest expense on loan capital issued BETEEEATIES W 949 454
Interest expense on lease liabilities HEBBHEXZH 29 28
Depreciation on bank premises, furniture,
fixtures and equipment I~ R BIERRETE 32 547 567
Depreciation on right-of-use assets FRREERE 32 260 295
BEBEM2 AU R
Dividend income from equity securities NEEEFERNDE
measured at FVOCI fg BUA 10 (34) (18)
Amortisation of intangible assets EFEEEHH 31(b) 13 13
Amortisation of premium/discount on debt BETEBESNEEERDN
securities and loan capital issued W/ Ny 1 7
Revaluation losses/(gains) on debt securities ~ BABERTEHBHNES
and loan capital issued BAREE/ (BA) 201 (298)
Valuation losses on investment properties BEREKEMESE 32 86 179
Equity settled share-based payment expenses MR AR EL & A 13,42(f) 24 22
13,447 9,746
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Consolidated Cash Flow Statement (continued)

HEREREBR (B

For the year ended 31st December, 2023 #ZE 2023F 12 B 31 HILFE

2023 2022

Notesfffs¥ HK$ MnBEEET HKSMnEBEEERT

(Increase)/decrease in operating assets: (S (1) REE
Cash and balances with banks with original [RAHR A 3MEA U LM
maturity beyond three months RENTRITNGES 1533 1,457
Placements with and advances to banks with  [RZ<HAFR 2 318 3 L E7E8RTT
original maturity beyond three months HNEA B (4,028) 1618
Trade bills BE R 156 10,244
Trading assets REBREE (2,728) 2,228
Derivative assets METEBE 2,036 (7.711)
Loans and advances to customers HEERNBER 10,778 (3.374)
Debt investment securities measured at
amortised cost HEHN A EEHRESES 5187 2,260
ZEBEM2 N U R
Investment securities measured at FVOCI NEEEFERERS (17,193) (2,761)
Debt investment securities mandatorily mbREBEE A RMRATFE
measured at FVTPL BEFSEEHRESS 1194 1,095
REIEEBERURBRAT
Non-trading equity securities mandatorily BEFE2FERZRERD
measured at FVTPL & 95 193
Other assets Ht&EE 182 624
Increase/(decrease) in operating liabilities: mEamE/ (R &
Deposits and balances of banks SRITMER KR &SR 141 (6,288)
Deposits from customers BREMR (19,495) 14,588
Certificates of deposit issued BEITERE (5,056) (31,595)
Trading liabilities REREEE (5) -
Derivative liabilities TETARGE (138) (905)
Other liabilities Hi&E (2727) 8,642
Exchange adjustments (R AEE 453 1476
NET CASH (OUTFLOW)/INFLOW FROM REFHRE (RH) /
OPERATIONS AR (16,168) 1837
Income tax paid BAIFTE
Hong Kong profits tax paid BAEENER (261) (199)
Outside Hong Kong profits tax paid B EBLIMNIER (489) (244)
NET CASH (USED IN)/GENERATED FROM (B REREEHEHZ
OPERATING ACTIVITIES REBH (16,918) 1,094
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Consolidated Cash Flow Statement (continued)

HERERER (8

For the year ended 31st December, 2023 # £ 2023F 12 B31HLIEEE

2023 2022
Notes[fiz¥ HK$ Mn B EET HKSMnEETET

INVESTING ACTIVITIES
Dividends received from associates and
joint ventures

Dividends received from equity securities

REEH
BEBENANEELE
[535) 7 209
W EREM 2 E R E N
R AT EESERG

measured at FVOCI BERE 34 16
Purchase of fixed assets BABETEE (680) (555)
Proceeds from disposal of other properties HEEMDERRERR

and equipment FRE 42 174

HERBEHEEERS

Proceeds from sale of assets held for sale FRIA 22 2,290
NET CASH (USED IN)/GENERATED FROM (AR REREESHZ

INVESTING ACTIVITIES REFHE (511) 2,134
FINANCING ACTIVITIES & EE

Ordinary dividends paid SNEBERER (1,377) (2,584)

KB TBEIN—REARTA

Distribution to Additional Tier 1issue holders HEA 18(c).42(j) (596) (708)

Payment for repurchase of shares SATRR D EIRE (367) (3,051)

Issue of debt securities BTEBES - 388

Issue of loan capital BITEEER 3,893 5,793

Capital element of lease rentals paid SOHESBZERE D (245) (274)

Interest element of lease rentals paid SHHREaEZHELSH (29) (28)

Redemption of debt securities issued BOERTERES (2,090) (3,0861)

Redemption of additional equity instruments FEOIZESMNEART A = (3,925)

Interest paid on debt securities issued THBE#RTEHESME (58) (161)

Interest paid on loan capital TNBEETEEELRHNE (873) (374)
NET CASH USED IN FINANCING ACTIVITIES BARmMEESzRe®E (742) . _(7985)
NET DECREASE IN CASH AND CASH

EQUIVALENTS ReMhERREERFRD (19,171) (4,757)
CASH AND CASH EQUIVALENTS AT K1B1HZHRERER

1ST JANUARY H&EEH 47(a) 112,149 120,646

Effect of foreign exchange rate changes EXEHNTE (844) (3,740)
CASH AND CASH EQUIVALENTS AT K12A31HZRERER

31ST DECEMBER REIEH 47(a) 92,134 112,149
Cash flows from operating activities RERKEEREHNRERE

included: (R

Interest received FEWA 39,022 23,960

Interest paid FEZH 20,771 9,079

Dividend received BREWA 10 34

The notes on pages 196 to 377 form part of these financial statements.

H19B8E 7T B MEBATFHREZ 87 o
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Notes to the Financial Statements

RA TS PR R MY 5T

Principal Activities F E 7%

The Bank and its subsidiaries (the "Group") are engaged in the provision of
banking and related financial services.

Material Accounting Policies E XK &5t E R

FTNRERB AR ((AER) WTBER
REHIRTRBERT R

(a

(b

~

~

Statement of Compliance

These financial statements have been prepared in accordance with all
applicable Hong Kong Financial Reporting Standards (*HKFRS"), which
collective term includes all applicable individual HKFRS, Hong Kong
Accounting Standards ("HKAS") and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA"), accounting
principles generally accepted in Hong Kong and the requirements of
Companies Ordinance. These financial statements also comply with the
applicable disclosure provisions of the Listing Rules. A summary of the
material accounting policies adopted by the Group is set out below.

The HKICPA has issued a number of amendments to HKFRSs that are first
effective or available for early adoption for the current accounting period
of the Group. Note 3 provides information on any changes in accounting
policies resulting from initial application of these developments to the extent
that they are relevant to the Group for the current and prior accounting
periods reflected in these financial statements.

Basis of Preparation of the Financial Statements

The consolidated financial statements for the year ended 31st December,
2023 comprise the Group and the Group's interest in associates and joint
ventures.

The measurement basis used in the preparation of the financial statements is
historical cost except that the following assets and liabilities are stated at their
fair value as explained in the accounting policies set out below:

— financial instruments classified as trading, designated or mandatorily
measured at fair value through profit or loss and measured at fair value
through other comprehensive income (Note 2(h)(ii));

— derivative financial instruments (Notes 2(k) and 2(1)); and

— investment properties (Note 2(0)(ii)).

The preparation of financial statements in conformity with HKFRS requires
management to make judgements, estimates and assumptions that affect
the application of policies and reported amounts of assets and liabilities,
income and expenses. The estimates and associated assumptions are based
on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that are
not readily apparent from other sources. Actual results may differ from these
estimates.
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Notes to the Financial Statements (continued)

MmN E (B

(c

~

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future
periods.

Details of judgements made by management in the application of HKFRS
that have significant effect on the financial statements and major sources of
estimation uncertainty are discussed in Note 52.

Basis of Consolidation

These consolidated financial statements cover the consolidated position
of the Bank and all subsidiaries unless otherwise stated and the Group's
interest in associates and joint ventures. For information required to be
reported in accordance with the Banking (Disclosures) Rules, the basis of
consolidation is set out in Note 1in the Unaudited Supplementary Financial
Information.

(i) Subsidiaries and non-controlling interests

The consolidated financial statements include the financial statements
of the Bank and all its subsidiaries made up to 31st December each year.
Subsidiaries are entities controlled by the Group. The Group controls
an entity when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns
through its power over the entity. When assessing whether the Group
has power, only substantive rights (held by the Group and other parties)
are considered.

An investment in a subsidiary is consolidated into the consolidated
financial statements from the date that control commences until the
date that control ceases. Intra-group balances, transactions and cash
flows and any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are eliminated
in the same way as unrealised gains but only to the extent that there is no
evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not
attributable directly or indirectly to the Bank, and in respect of which
the Group has not agreed any additional terms with the holders of those
interests which would result in the Group as a whole having a contractual
obligation in respect of those interests that meets the definition of a
financial liability. For each business combination, the Group can elect
to measure any non-controlling interests either at fair value or at the
non-controlling interests' proportionate share of the subsidiary's net
identifiable assets.
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Notes to the Financial Statements (continued)

MBmEME (B

2. Material Accounting Policies (continued) £ E & stEIER (&)

Non-controlling interests are presented in the consolidated statement
of financial position within equity, separately from equity attributable to
equity shareholders of the Bank. Non-controlling interests in the results
of the Group are presented on the face of the consolidated income
statement and the consolidated statement of comprehensive income as
an allocation of the net profit and total comprehensive income for the
year between non-controlling interests and equity shareholders of the
Bank.

Changes in the Group's interests in a subsidiary that do not result in
a loss of control are accounted for as equity transactions, whereby
adjustments are made to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and no gain or loss is
recognised.

When the Group loses control of a subsidiary, it is accounted for as a
disposal of the entire interest in that subsidiary, with a resulting gain
or loss being recognised in profit or loss. Any interest retained in that
former subsidiary at the date when control is lost is recognised at fair
value and this amount is regarded as the fair value on initial recognition
of a financial asset (Note 2(h)) or, when appropriate, the cost on
initial recognition of an investment in an associate and joint venture
(Note 2(c)(ii)). and is offset against the gain or loss on the loss of control
of that subsidiary.

In the Bank's statement of financial position, its investments in
subsidiaries are stated at cost less any impairment losses, if any (Note

2(r)).

Associates and joint ventures

The consolidated financial statements include the attributable share
of the results and reserves of associates and joint ventures based on
financial statements prepared at dates not earlier than three months
prior to 31st December each year.

An associate is a company in which the Group or the Bank has significant
influence, but not control or joint control, over its management, including
participation in the financial and operating policy decisions.

A joint venture is an arrangement whereby the Group or the Bank and
other parties contractually agree to share control of the arrangement,
and have rights to the net assets of the arrangement.
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Notes to the Financial Statements (continued)

MmN E (B

Investments in associates and joint ventures are accounted for in the
consolidated financial statements under the equity method, unless they
are classified as held for sale (or included in a disposal group that is
classified as held for sale) (Note 2(ac)). Under the equity method, the
investment is initially recorded at cost, adjusted for any excess of the
Group's share of the acquisition-date fair values of the associate or joint
venture's identifiable net assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the post acquisition change in
the Group's share of the investee's net assets and any impairment loss
relating to the investment (Note 2(g) and 2(r)). Any excess of fair values
of the investees' net identifiable assets over the cost of investment upon
acquisition, the Group's share of the post-acquisition, post-tax results of
the investees and any impairment losses for the year are recognised in
the consolidated income statement, whereas the Group's share of the
post-acquisition post-tax items of the investees' other comprehensive
income is recognised in the consolidated statement of comprehensive
income. Any dividend income received from associates and joint
ventures reduces the carrying values of the investments in associates
and joint ventures, respectively.

When the Group's share of losses exceeds its interest in an associate
or a joint venture, the Group's interest is reduced to nil and recognition
of further losses is discontinued except to the extent that the Group has
incurred legal or constructive obligations or made payments on behalf of
the investee. For these purposes, the Group's interest in the associate
or the joint venture is the carrying amount of the investment under the
equity method together with the Group's long-term interests that in
substance form part of the Group's net investment in the associate or
the joint venture.

Unrealised profits and losses resulting from transactions between the
Group and its associates and joint ventures are eliminated to the extent
of the Group's interest in the investee, except when unrealised losses
provide evidence of an impairment of the asset transferred, in which case
they are recognised immediately in profit or loss.

When the Group ceases to have significant influence over an associate
or joint control over a joint venture, it is accounted for as a disposal of
the entire interest in that investee, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that former investee
at the date when significant influence or joint control is lost is recognised
at fair value and this amount is regarded as the fair value on initial
recognition of a financial asset (Note 2(h)).
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The Bank accounts for the results of associates and joint ventures to
the extent of dividends received. Investments in associates and joint
ventures are stated in the Bank's statement of financial position at cost
less any impairment losses (Note 2(r)).

(d) Translation of Foreign Currencies
Foreign currencies transactions during the year are translated into Hong
Kong dollars at the rates of exchange ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are
translated into Hong Kong dollars at the rates of exchange ruling at the end of
the reporting period. Exchange gains and losses are recognised in the income
statement.

Non-monetary assets and liabilities that are measured in terms of historical
cost in a foreign currency are translated into Hong Kong dollars using the
foreign exchange rates ruling at the transaction dates. Non-monetary assets
and liabilities denominated in foreign currencies that are stated at fair value
are translated using the foreign exchange rates ruling at the dates the fair
value was determined.

Exchange differences relating to investments at fair value through profit or
loss ("FVTPL") and derivative financial instruments are included in gains
less losses from trading securities or financial instruments at FVTPL. All
other exchange differences relating to monetary items are presented as
gains less losses from dealing in foreign currencies in the income statement.
Differences arising from translation of equity investments for which an
election has been made to present subsequent changes in fair value in other
comprehensive income are recognised in other comprehensive income and
accumulated separately in equity.

The results of foreign operations are translated into Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates
of the transactions. Items in the statement of financial position, including
goodwill arising on consolidation of foreign operations acquired on or after 1st
January, 2005, are translated into Hong Kong dollars at the foreign exchange
rates ruling at the end of the reporting period. The resulting exchange
differences are recognised directly in other comprehensive income and
accumulated separately in equity in the exchange reserve. Goodwill arising
on consolidation of a foreign operation acquired before 1st January, 2005 is
translated at the foreign exchange rate that applied at the date of acquisition
of the foreign operation.

On disposal of a foreign operation, the cumulative amount of the exchange

differences relating to that foreign operation is reclassified from equity to the
income statement when the profit or loss on disposal is recognised.
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(e) Interest (e) FE

Effective interest rate

Interest income for financial assets measured at fair value through other
comprehensive income ("FVOCI") or amortised cost, and interest expense
on financial liabilities measured at amortised cost is recognised in the income
statement using the effective interest method.

The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the financial
instrument to the gross carrying amount of the financial asset or the
amortised cost of the financial liability.

When calculating the effective interest rate for financial instruments
other than credit-impaired assets, the Group estimates future cash flows
considering all contractual terms of the financial instrument but not expected
credit losses. For financial assets that were purchased or originated as credit-
impaired on initial recognition, a credit-adjusted effective interest rate is
calculated using estimated future cash flows including expected credit losses
(i.e. no expected credit loss provision is required at initial recognition).

The calculation of the effective interest rate includes transaction costs and
fees and points paid or received that are an integral part of the effective
interest rate. The transaction costs include incremental costs that are directly
attributable to the acquisition or issue of a financial asset or financial liability.

The Group adopts Interest Rate Benchmark Reform — Phase 2 Amendments
to HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16 (the "Phase 2
amendments"), which allows a practical expedient for changes to the basis
for determining contractual cash flows to be treated as changes to a floating
rate of interest, provided certain conditions are met. The conditions include
that the change is necessary as a direct consequence of interest rate
benchmark reform and that the transition takes place on an economically
equivalent basis.

Amortised cost and gross carrying amount

The "amortised cost" of a financial asset or financial liability is the amount at
which the financial asset or financial liability is measured on initial recognition
minus the principal repayments, plus or minus the cumulative amortisation
using the effective interest method of any difference between that initial
amount and the maturity amount and, for financial assets, adjusted for any
expected credit loss allowance.
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(f)

The "gross carrying amount of a financial asset” is the amortised cost of a
financial asset before adjusting for any expected credit loss allowance.

Calculation of interest income and expense

In calculating interest income and expense, the effective interest rate is
applied to the gross carrying amount of the asset (when the asset is not
credit-impaired) or to the amortised cost of the liability.

However, for financial assets that have become credit-impaired subsequent
to initial recognition, interest income is calculated by applying the effective
interest rate to the amortised cost of the financial asset. If the asset is no
longer credit-impaired, then the calculation of interest income reverts to the
gross basis.

For financial assets that were purchased or originated as credit-impaired
on initial recognition, interest income is calculated by applying the credit-
adjusted effective interest rate to the amortised cost of the asset. The
calculation of interest income does not revert to a gross basis, even if the
credit risk of the asset improves.

For information on when financial assets are credit-impaired, please refer to
Note 2(h)(vii).

Fees and Commission

Fees and commission income and expense that are integral to the effective
interest rate on a financial asset or financial liability are included in the
effective interest rate calculation (Note 2(e)).

Other fee and commission income is recognised in the income statement
when the corresponding service is provided.

Origination or commitment fees received/paid by the Group which result in
the creation or acquisition of a financial asset are deferred and recognised
as an adjustment to the effective interest rate. If it is uncertain that a
loan commitment will result in draw-down of a loan, then the related loan
commitment fee is recognised as revenue on a straight-line basis over the
commitment period.

Other fee and commission expenses relate mainly to transaction and service
fees, which are expensed when the services are received.
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(g) Other Revenue Recognition

Other revenue is measured at the fair value of the consideration received

or receivable. Provided it is probable that economic benefits will flow to the

Group and the revenue and costs, if applicable, can be measured reliably,

revenue is recognised in the income statement as follows:

(i)

(iii

=

Net income from financial instruments at FVTPL and net trading income

Net income from financial instruments designated at FVTPL, net income
from non-trading financial assets mandatorily measured at FVTPL and
net trading income comprises all gains and losses from changes in fair
value (net of accrued coupon) of such financial assets and financial
liabilities, together with foreign exchange differences and dividend
income attributable to these financial instruments. Coupon interest
from these financial assets and financial liabilities measured at FVTPL is

accrued and presented as interest income or interest expense.

Finance income from finance leases

Finance income implicit in finance leases is recognised as interest
income over the period of the lease so as to produce an approximately
constant periodic rate of return of the outstanding net investment in the
leases for each accounting period.

Rental income from operating leases

Rental income received under operating leases is recognised as other
operating income in equal instalments over the periods covered by the
lease term, except where an alternative basis is more representative
of the pattern of benefits to be derived from the leased asset. Lease
incentives granted are recognised in the income statement as an integral
part of the aggregate net lease payments receivable. Contingent rentals
receivable are recognised as income in the accounting period in which
they are earned.

(iv) Dividend income

Dividend income from unlisted investments is recognised when the
shareholder's right to receive payment is established unconditionally.
Dividend income from listed investments is recognised when the share
price of the investment is quoted ex-dividend.
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(h) Financial Instruments

(i)

Initial recognition

The Group initially recognises financial assets and financial liabilities
on the date it becomes a party to the contractual provisions of the
instrument. A regular way purchase or sale of financial assets at FVTPL,
investment securities classified as measured at amortised cost or at
FVOCI, derivative transactions or debts issued are recognised using
trade date accounting. Other financial assets and financial liabilities are

recognised using settlement date accounting.

Financial instruments are measured initially at fair value, which normally
will be equal to the transaction price plus, in case of a financial asset
or financial liability not measured at FVTPL, transaction costs that are
directly attributable to the acquisition of the financial asset or issue of
the financial liability. Transaction costs on financial assets and financial
liabilities measured at FVTPL are expensed immediately.

Any gains and losses of the financial assets or financial liabilities

measured at fair value are recorded from the date of initial recognition.

Accrued contractual interests from financial assets and liabilities are
presented as accrued interest receivables and payables separately in the
financial statements.

Classification

Financial assets and liabilities

Financial assets

On initial recognition, a financial asset is classified as measured at:
amortised cost, FVOCI or FVTPL.

A financial asset is measured at amortised cost if it meets both of the
following conditions and is not designated at FVTPL:

the asset is held within a business model whose objective is to hold
assets to collect contractual cash flows; and

the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.
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A debt instrument is measured at FVOCI only if it meets both of the
following conditions and is not designated at FVTPL:

the asset is held within a business model whose objective is achieved
by both collecting contractual cash flows and selling financial assets;
and

the contractual terms of the financial asset give rise on specified
dates to cash flows that are solely payments of principal and interest

on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading,
the Group may irrevocably elect to present subsequent changes in fair
value in other comprehensive income (Note 2(n)). This election is made

on an investment-by-investment basis.

All other financial assets are classified as measured at FVTPL.

In addition, on initial recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at
amortised cost or at FVOCI, as measured at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that would otherwise

arise.

Business model assessment

The Group makes an assessment of the objective of a business model
in which an asset is held at a portfolio level because this best reflects
the way the business is managed and information is provided to

management. The information considered includes:

the stated policies and objectives for the portfolio and the operation
of those policies in practice. In particular, whether management's
strategy focuses on earning contractual interest revenue,
maintaining a particular interest rate profile, matching the duration of
the financial assets to the duration of the liabilities that are funding

those assets or realising cash flows through the sale of the assets;
how the performance of the portfolio is evaluated and reported to the
Group's management;

the risks that affect the performance of the business model (and the

financial assets held within that business model) and how those risks

are managed;
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how managers of the business are compensated — e.g. whether
compensation is based on the fair value of the assets managed or the
contractual cash flows collected; and

the frequency, volume and timing of sales in prior periods, the
reasons for such sales and its expectations about future sales
activity. However, information about sales activity is not considered
in isolation, but as part of an overall assessment of how the Group's
stated objective for managing the financial assets is achieved and
how cash flows are realised.

Financial assets that are held for trading or managed and whose
performance is evaluated on a fair value basis are measured at FVTPL
because they are neither held to collect contractual cash flows nor held
both to collect contractual cash flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of
principal and interest

For the purposes of this assessment, "principal” is defined as the fair
value of the financial asset on initial recognition. "Interest"” is defined
as consideration for the time value of money and for the credit risk
associated with the principal amount outstanding during a particular
period of time and for other basic lending risks and costs (e.g. liquidity
risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of
principal and interest, the Group considers the contractual terms of the
instrument. This includes assessing whether the financial asset contains
a contractual term that could change the timing or amount of contractual
cash flows such that it would not meet this condition. In making the
assessment, the Group considers:

contingent events that would change the amount and timing of cash
flows;

leverage features;
prepayment and extension terms;
terms that limit the Group's claim to cash flows from specified assets

(e.g. non-recourse asset arrangements); and

features that modify consideration of the time value of money (e.g.
periodic reset of interest rates).
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Reclassifications

Financial assets are not reclassified subsequent to their initial
recognition, except in the period after the Group changes its business
model for managing financial assets. When (and only when) the Group
changes its business model for managing financial assets, it reclassifies
all affected financial assets in accordance with the new business
model. The reclassification should be applied prospectively from the
"reclassification date", which is defined as, "the first day of the first
reporting period following the change in business model that results in
reclassifying financial assets". Accordingly, any previously recognised
gains, losses or interest will not be restated.

If a financial asset is reclassified out of the amortised cost measurement
category and into the FVTPL or FVOCI measurement category, its fair
value is measured at the reclassification date. Any gain or loss arising
from a difference between the previous amortised cost of the financial
asset and fair value is recognised in profit or loss (if reclassification as
FVTPL measurement category) or is recognised in other comprehensive
income (if reclassification as FVOCI measurement category).

If a financial asset is reclassified out of the FVOCI measurement category
and into the amortised cost measurement category, the financial asset
is reclassified at its fair value at the reclassification date. However, the
cumulative gain or loss previously recognised in other comprehensive
income is removed from equity and adjusted against the fair value of the
financial asset at the reclassification date. As a result, the financial asset
is measured at the reclassification date as if it had always been measured
at amortised cost.

If a financial asset is reclassified out of the FVOCI measurement category
and into the FVTPL measurement category, the financial asset continues
to be measured at fair value. The cumulative gain or loss previously
recognised in other comprehensive income is reclassified from equity to
profit or loss as a reclassification adjustment at the reclassification date.

If a financial asset is reclassified out of the FVTPL measurement category
and into the amortised cost measurement category, its fair value at the
reclassification date becomes its new gross carrying amount.

~ 140 -

R AEENEEETHEENEE
RARERI  SRVE ETEVIRERER
FEFHEHRNE - (LEEESE) &
EEENEHEESMEENHEER
B TERRENEREETREN
FEEAERDE - EMHEEBE
SR RIS - TEREHIE

o FEEEXZMENDETR
BEERNE—ERSHER - FHIt
ERZ AR - BIESFET
BER-

Qﬂﬁﬁﬁééiﬁ}‘ﬁfiﬁﬁﬁﬁ&%%%%ﬁﬁ
EnhEBBanlRRATEESE
giEBHMEEWm U R RATE
B5tE HATEESEEEDEH
S8 - EREENTAHERAEN
FEEZ BEREEREAURES
BRBEWERAES MENESR
BT MR AT EESE) HEHE
ﬂﬂiﬁﬁﬁlﬁﬁ%ﬁw (MREMDEDIR

BEMEE Y U R R AT EES

%)f’

WEREE EN BB E MR E UL
RERATFEEFEEHDEHIREHE
mAStE  MEMEESGEEDEH
BERNTEEEHRDE - AM > 5L
REME E U DAY R 5t IR 3ES
BRI UHENHBR
THEENQATEERAE Rt £
MEETBNDEHETHE  MFR
C—EREHERATE K

WERE ET BB E MR E UL
RERAFEBESEENDESIZER
BHmURMAFEESE  AZER
BEEGREUNTEESE - AR
Hit2E KRRt i s ig
RENEAEFRDEHEEH AT
REDENDERE -

MERMEELRBBERURRA
fafﬁ?ri%%ﬁﬁ*ﬁﬁ%&ﬁﬁﬁﬁkz&?ri ’
A HEEM D BAN QT EEFERT
BOERE(EABER -



208

The Bank of East Asia, Limited Annual Report 2023

Notes to the Financial Statements (continued)

MBmEME (B

2. Material Accounting Policies (continued) £ E & stEIER (&)

If an entity reclassifies a financial asset out of the FVTPL measurement
category and into the FVOCI measurement category, the financial asset
continues to be measured at fair value and subsequent changes in fair
value will be recognised in other comprehensive income.

Financial liabilities
The Group classifies its financial liabilities, other than financial guarantees
and loan commitments, as measured at amortised cost or FVTPL.

The Group may, at initial recognition, irrevocably designate a financial
liability as measured at FVTPL in either of the following circumstances:

(i) When doing so results in more relevant information because either:

a group of liabilities or a group of financial assets and liabilities
is managed and its performance is evaluated and reported
internally on a fair value basis; or

the designation eliminates or significantly reduces a
measurement or recognition inconsistency that would otherwise
arise from measuring assets or liabilities or recognising the gains
and losses on them on different bases.

(i) If a liability contract contains one or more embedded derivatives
unless the embedded derivative(s) does not significantly modify the
cash flows that would otherwise be required by the contract or if it is
obvious that separation of the embedded derivative(s) is prohibited.

(iii

=

Fair value measurement principles

The fair value of financial instruments is based on their quoted
market prices, where available, at the end of the reporting period
without any deduction for estimated future selling costs.

If there is no publicly available latest traded price nor a quoted market
price on a recognised stock exchange or a price from a broker/dealer
for non-exchange-traded financial instruments or if the market for
it is not active, the fair value of the instrument is estimated using
valuation techniques that provide a reliable estimate of prices which
could be obtained in actual market transactions.
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Where discounted cash flow techniques are used, estimated future
cash flows are based on management's best estimates and the
discount rate used is a market rate at the end of the reporting period
applicable for an instrument with similar terms and conditions. Where
other pricing models are used, inputs are based on market data at the
end of the reporting period.

(iv) Derecognition

=

The Group derecognises a financial asset when the contractual
rights to receive the cash flows from the financial asset expire, or
where the financial asset, together with substantially all the risks and
rewards of ownership, has been transferred, or in which the Group
neither transfers nor retains substantially all of the risks and rewards
of ownership and it does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the
carrying amount of the asset (or the carrying amount allocated
to the portion of the asset derecognised) and the sum of (i) the
consideration received (including any new asset obtained less any
new liability assumed) and (i) any cumulative gain or loss that had
been recognised in other comprehensive income is recognised in
the income statement. Any cumulative gain/loss recognised in other
comprehensive income in respect of equity investment securities
designated at FVOCI is not recognised in the income statement on
derecognition of such securities, as explained in (Note 2(n)).

A financial liability is derecognised when the obligation specified in
the contract is discharged, cancelled or expires.

The Group uses the weighted average or first-in first-out method,
where appropriate, to determine realised gains and losses to be
recognised in the income statement on derecognition.

Modifications of financial assets and financial liabilities

If the terms of a financial asset are modified, the Group evaluates
whether the cash flows of the modified asset are substantially
different. If the cash flows are substantially different, then the
contractual rights to cash flows from the original financial asset are
deemed to have expired. In this case, the original financial asset is
derecognised (Note 2(h)(iv)) and a new financial asset is recognised
at fair value.

If the cash flows of the modified asset carried at amortised cost
are not substantially different, then the modification does not
result in derecognition of the financial asset. In this case, the Group
recalculates the gross carrying amount of the financial asset and
recognises the amount arising from adjusting the gross carrying
amount as a modification gain or loss in the income statement. If
such a modification is carried out because of financial difficulties
of the borrower (Note 2(h)(vii)), then the gain or loss is presented
together with impairment losses. In other cases, it is presented as
interest income.
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The Group derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are substantially
different. In this case, a new financial liability based on the modified
terms is recognised at fair value. The difference between the
carrying amount of the financial liability extinguished and the new
financial liability with modified terms is recognised in the income
statement.

In the context of interest rate benchmark reform, the Group's
assessment of whether a change to an amortised cost financial
instrument is substantial is made after applying the practical
expedient introduced by the Phase 2 amendments. This requires
the transition from an interbank offered rate to a new alternative
benchmark rate to be treated as a change to a floating interest rate
as described in (Note 2(e)) above.

The Group updates the effective interest rate of the financial asset or
financial liability to reflect the change that is required by the interest
rate benchmark reform if the basis for determining the contractual
cash flows of a financial asset or financial liability measured at
amortised cost changes as a result of the reform. A change in the
basis for determining the contractual cash flows is required by
interest rate benchmark reform if the following conditions are met:

the change is necessary as a direct consequence of the reform;
and

the new basis for determining the contractual cash flows is
economically equivalent to the previous basis, i.e. the basis
immediately before the change.

If changes are made to a financial asset or financial liability in addition
to changes to the basis for determining the contractual cash flows
required by interest rate benchmark reform, then the Group first
updates the effective interest rate of the financial asset or financial
liability to reflect the change that is required by interest rate
benchmark reform. Subsequently, the Group applies the policies on
accounting for modifications set out above to the additional changes.

(vi) Offsetting

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position only where there is a
legally enforceable right to set off the recognised amounts and there
is an intention to settle on a net basis, or realise the asset and settle
the liability simultaneously.
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(vii) Impairment

The Group recognises loss allowances for expected credit losses
("ECL") on the following financial instruments that are not measured
at FVTPL:

financial assets that are debt instruments;

lease receivables;

financial guarantee contracts issued;

loan commitments issued; and

contract assets

No impairment loss is recognised on equity investments.

The Group measures loss allowances for 12-month or lifetime ECL
using a 3-stage approach as follows:

Stage Description

RERTHRAT2023F K

(vii) BE
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EHENT

Impairment Loss Allowance Measurement

124 fiit RERAERE
1 Performing 12-month ECL

BT REARNZEHRESER
2 Performing but with a significant increase in credit risk at reporting date  Lifetime ECL

compared to initial recognition

A E B EADIARES LRI IR S BV E A AR AR M

BNz AREERR

3 Non-performing

B

Lifetime ECL
BN BREREX

12-month ECL is the portion of ECL that result from default events on
a financial instrument that are possible within the 12 months after the
reporting date.

The mapping between the Group's Stage Allocation and the HKMA'
s 5-Grade Asset Classification is as follows:

HKMA's 5-Grade Asset Classification
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Special Mention 2

FERT

Substandard
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Doubtful 3

R

Loss
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The criterion of "significant increase of credit risk" takes into
consideration of any one of the following key factors:

1. The exposure has a significant deterioration of internal or external
rating as compared with the rating at the time when the exposure
was originated;

2. The exposure is classified as Special Mention;

3. The rating of the exposure falls out of the "Low-Credit Risk
Threshold" that is equivalent to the globally understood definition of
"investment grade"; or

4. Other events and indications that the credit risk of the exposure has
significantly increased since origination or purchase.

Measurement of ECL
ECL are a probability-weighted estimate of credit losses under different
economic scenarios. They are measured as:

Exposure at Default x Probability of Default x Loss Given Default
Credit-impaired (non-performing) financial assets
At each reporting date, the Group assesses whether financial assets
carried at amortised cost and debt financial assets carried at FVOCI are
credit-impaired. A financial asset is "credit-impaired" when one or more

events that have a detrimental impact on the estimated future cash flows
of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes but not limited
to the following observable data:

significant financial difficulty of the borrower or issuer;

a breach of contract such as a default or past due event;

the restructuring of a loan or advance by the Group on terms that the
Group would not consider otherwise;

it is becoming probable that the borrower will enter bankruptcy or
other financial reorganisation; or

the disappearance of an active market for a security because of
financial difficulties.
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0]

@

A loan that has been renegotiated due to a deterioration in the borrower'
s condition is usually considered to be credit-impaired unless there
is evidence that the risk of not receiving contractual cash flows has
reduced significantly and there are no other indicators of impairment.
In addition, a loan that is overdue for 90 days or more is considered
impaired.

Presentation of allowance for ECL in the statement of financial position

Loss allowances for ECL are presented in the statement of financial
position as follows:

financial assets measured at amortised cost: as a deduction from the
gross carrying amount of the assets;

loan commitments and financial guarantee contracts: generally, as a
provision on the liabilities side; and

debt instruments measured at FVOCI: no loss allowance is presented
in the statement of financial position because the carrying amount of
these assets is their fair value, inclusive of any ECL. However, the loss
allowance is disclosed separately.

Write-off

Loans and debt securities are written off (either partially or in full) when
there is no realistic prospect of recovery. This is generally the case when
the Group determines that the borrower does not have assets or sources
of income that could generate sufficient cash flows to repay the amounts
subject to the write-off. However, financial assets that are written off
could still be subject to enforcement activities in order to comply with the
Group's procedures for recovery of amounts due.

Trading Assets and Liabilities

Trading assets and liabilities are those assets and liabilities which are
acquired or incurred principally for the purpose of selling or repurchasing
them in the near term, or are part of a portfolio of identified financial
instruments that are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking. Trading assets and liabilities
are initially recognised and subsequently measured at FVTPL.

Contract Assets and Liabilities

When revenue is recognised by transferring goods or services to a customer
before the consideration is received or before payment is due, the Group
presents the amount of revenue as a contract asset, excluding any amounts
presented as a receivable. A contract asset is recognised in statement of
financial position when there is a right to consideration that is conditional
on factors other than the passage of time. The contract asset is transferred
to receivables when the right to consideration becomes unconditional.
Impairment of a contract asset is measured on the same basis as a financial
asset as (Note 2(h)(vii)) above. The Group includes the contract assets in
"Others" under "Other assets" in the statement of financial position.
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(k)

A contract liability is recognised when a customer pays non-refundable
consideration or when the Group has a right to an amount of non-refundable
consideration that is unconditional, before the Group transfers a good
or service to the customer. The Group includes the contract liabilities in
"Others" under "Other liabilities" in the statement of financial position.

As a practical expedient, the Group does not adjust the promised amount
of consideration for the effects of a significant financing component if
the Group expects, at contract inception, that the period between when
the entity transfers a promised good or service to a customer and when
the customer pays for that good or service will be one year or less. The
Group may recognise the incremental costs of obtaining a contract as an
expense when incurred if the amortisation period of the asset that the Group
otherwise would have recognised is one year or less.

Hedging

Hedge accounting recognises the offsetting effects on the income statement
of changes in the fair values of the hedging instrument and the hedged item.
The Group assesses and documents whether the financial instruments that
are used in hedging transactions are highly effective in offsetting changes
in fair values or cash flows of hedged items attributable to the hedged risks
both at hedge inception and on an ongoing basis. The Group discontinues
prospectively hedge accounting when (i) the hedging instrument expires or
is sold, terminated or exercised:; (i) the hedge no longer meets the criteria for
hedge accounting; or (iii) the Group revokes the designation.

(i) Cash flow hedges

Where a derivative financial instrument is designated as a hedge
of the variability in cash flows of a recognised asset or liability, or a
highly probable forecast transaction, or the foreign currency risk of a
committed future transaction, the effective part of any gain or loss on
remeasurement of the derivative financial instrument to fair value is
recognised in other comprehensive income and accumulated separately
in equity in the hedging reserve. The ineffective portion of any gain or
loss is recognised immediately in the income statement.

If the hedge of a forecast transaction subsequently results in the
recognition of a non-financial asset or non-financial liability, the
associated gain or loss is reclassified from equity to be included in the
initial cost or other carrying amount of the non-financial asset or liability. If
a hedge of a forecast transaction subsequently results in the recognition
of a financial asset or a financial liability, the associated gain or loss is
reclassified from equity to the income statement in the same period
or periods during which the asset acquired or liability assumed affects
the income statement (such as when interest income or expense is
recognised).
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(i)

(iii

=

For cash flow hedges, other than those covered by the preceding
two policy statements, the associated gain or loss is reclassified from
equity to the income statement in the same period or periods during
which the hedged forecast transaction affects the income statement.
When a hedging instrument expires or is sold, terminated or exercised,
or the Group revokes designation of the hedge relationship but the
hedged forecast transaction is still expected to occur, the cumulative
gain or loss at that point remains in equity until the transaction occurs
and is recognised in accordance with the above policy. If the hedged
transaction is no longer expected to take place, the cumulative unrealised
gain or loss is reclassified from equity to the income statement
immediately.

Fair value hedges

A fair value hedge seeks to offset risks of changes in the fair value of
recognised asset or liability that will give rise to a gain or loss being
recognised in the income statement.

The hedging instrument is measured at fair value, with fair value changes
recognised in the income statement. The carrying amount of the hedged
item is adjusted by the amount of the changes in fair value of hedging
instrument attributable to the risk being hedged. This adjustment is
recognised in the income statement to offset the effect of the gain or loss
on the hedging instrument.

When a hedging instrument expires or is sold, terminated or exercised,
the hedge no longer meets the criteria for hedge accounting, or the
Group revokes designation of the hedge relationship, any adjustment up
to that point, to a hedged item for which the effective interest method is
used, is amortised to the income statement as part of the recalculated
effective interest rate of the item over its remaining life.

Hedge effectiveness testing

In order to qualify for hedge accounting, the Group carries out
prospective effectiveness testing to demonstrate that it expects the
hedge to be highly effective at the inception of the hedge and throughout
its life. Actual effectiveness (retrospective effectiveness) is also
demonstrated on an ongoing basis.

The documentation of each hedging relationship sets out how the
effectiveness of the hedge is assessed. The method which the Group
adopts for assessing hedge effectiveness will depend on its risk
management strategy.
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For fair value hedge relationships, the Group utilises the cumulative
dollar offset method or regression analysis as effectiveness testing
methodologies. For cash flow hedge relationship, the Group utilises the
change in variable cash flow method or the cumulative dollar offset
method using the hypothetical derivative approach.

For prospective effectiveness, the hedging instrument must be expected
to be highly effective in achieving offsetting changes in fair value or cash
flows attributable to the hedged risk during the period for which the
hedge is designated. For actual effectiveness, the changes in fair value or
cash flows must offset each other in the range of 80 per cent to 125 per
cent for the hedge to be deemed effective.

(iv) Specific policies for hedges affected by interest rate benchmark reform

The Group applies Interest Rate Benchmark Reform: Amendments to
HKFRS 9, HKAS 39 and HKFRS 7 (the "Phase 1 amendments") reliefs
to hedging relationships directly affected by interest rate benchmark
reform during the period before the replacement of an existing interest
rate benchmark with a new alternative benchmark rate.

The reliefs cease to apply once certain conditions are met. These include
when the uncertainty arising from interest rate benchmark reform is no
longer present with respect to the timing and amount of the benchmark-
based cash flows of the hedged item when the hedging relationship is
discontinued or once amounts in the cash flow hedge reserve have been
released.

The Group also applies the Phase 2 amendments, which provides
temporary reliefs that allow the Group's hedging relationships to
continue upon the replacement of an existing interest rate benchmark
with a new alternative benchmark rate.

(i) The Phase 1amendments

The Phase 1 amendments modify specific hedge accounting
requirements to provide relief from potential effects of the
uncertainties caused by interest rate benchmark reform so that
entities applying those hedge accounting requirements assume
that the interest rate benchmark on which the hedged cash flows
and cash flows of the hedging instrument are based is not altered
as a result of interest rate benchmark reform. These amendments
replace the need for specific judgements to determine whether
certain hedge accounting relationships that hedge the variability
of cash flows or interest rate risk exposures for periods after the
interest rate benchmarks are expected to be reformed or replaced
continue to qualify for hedge accounting.
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(i) The Phase 2 amendments

The Phase 2 amendments provide a series of temporary exemptions
from certain hedge accounting requirements when a change
required by interest rate benchmark reform occurs to a hedged item
and/or hedging instrument that permit the hedging relationship to be
continued without interruption. The Group applies the following relief
as and when uncertainty arising from interest rate benchmark reform
is no longer present with respect to the timing and the amount of
the interest rate benchmark-based cash flows of the hedged item or
hedging instrument:

the Group amends the designation of a hedging relationship
to reflect changes that are required by the reform without
discontinuing the hedging relationship; and

when a hedged item in a cash flow hedge is amended to
reflect the changes that are required by the reform, the
amount accumulated in the cash flow hedge reserve is
deemed to be based on the alternative benchmark rate on
which the hedged future cash flows are determined.

While uncertainty persists in the timing or amount of the interest
rate benchmark-based cash flows of the hedged item or hedging
instrument, the Group continues to apply the existing accounting
policies.

(I) Derivatives
Derivatives are recognised initially and are subsequently remeasured, at fair
value. Derivatives are classified as assets when their fair value is positive or as
liabilities when their fair value is negative, this includes embedded derivatives
which are bifurcated from the host contract, when they meet the definition of
a derivative on a standalone basis.

Derivatives may be embedded in another contractual arrangement (a host
contract). The Group accounts for an embedded derivative separately from
the host contract when:

the host contract is not an asset in the scope of HKFRS 9;

the host contract is not itself carried at FVTPL;

the terms of the embedded derivative would meet the definition of a
derivative if they were contained in a separate contract; and
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2.

Material Accounting Policies (continued) F E& 51 E R (&)

the economic characteristics and risks of the embedded derivative
are not closely related to the economic characteristics and risks of
the host contract.

Separated embedded derivatives are measured at fair value, with all changes
in fair value recognised in profit or loss unless they form part of a qualifying
cash flow or net investment hedging relationship.

(m) Loans and Advances

(n)

Loans and advances mainly comprise placements with and advances to
banks, trade bills and loans and advances to customers:

loans and advances measured at amortised cost (Note 2(h)(ii)); they
are initially measured at fair value plus incremental direct transaction
costs, and subsequently at their amortised cost using the effective
interest method;

loans and advances mandatorily measured at FVTPL or designated
at FVTPL (Note 2(h)(ii)); these are measured at fair value with
changes recognised immediately in the income statement;

loans and advances measured at FVOCI (Note 2(h)(ii)); and

finance lease receivables (Note 2(s)).

When the Group purchases a financial asset and simultaneously enters into
an agreement to resell the asset (or a substantially similar asset) at a fixed
price on a future date (reverse repo or stock borrowing), the arrangement
is accounted for as a loan, and the underlying asset is not recognised in the
Group's financial statements.

Investment Securities
The "investment securities" caption in the statement of financial position
includes:

debt investment securities measured at amortised cost
(Note 2(h)(ii)); these are initially measured at fair value plus
incremental direct transaction costs, and subsequently at their
amortised cost using the effective interest method;

debt and equity investment securities mandatorily measured at
FVTPL or designated at FVTPL (Note 2(h)(ii)); these are measured
at fair value with changes recognised immediately in the income
statement;
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debt securities measured at FVOCI (Note 2(h)(ii)); and

equity investment securities designated at FVOCI (Note 2(h)(ii)).

For debt securities measured at FVOCI, gains and losses are recognised in
other comprehensive income, except for the following, which are recognised
in the income statement in the same manner as for financial assets measured
at amortised cost:

interest revenue using the effective interest method;
ECL and reversals; and
foreign exchange gains and losses.

When a debt security measured at FVOCI is derecognised, the cumulative
gain or loss previously recognised in other comprehensive income is

reclassified from equity to the income statement.

The Group elects to present changes in the fair value of certain investments
in equity instruments that are not held for trading in other comprehensive
income. The election is made on an instrument-by-instrument basis on initial

recognition and is irrevocable.

Gains and losses on such equity instruments are never reclassified to the
income statement and no impairment is recognised in the income statement.
Dividends are recognised in the income statement unless they clearly
represent a recovery of part of the cost of the investment, in which case
they are recognised in other comprehensive income. Cumulative gains and
losses recognised in other comprehensive income are transferred to retained

earnings on disposal of an investment.

(o) Properties

(i) Bank premises are stated in the statement of financial position at cost
or at Directors' valuation as of 1989, by reference to an independent
professional valuation, less accumulated depreciation and accumulated

impairment loss (Note 2(r)).

In 1989, any deficit arising from revaluation was charged to the income
statement, to the extent that it exceeded the amount held in the bank
premises revaluation reserve in respect of that same asset immediately
prior to the revaluation. Any surplus arising from revaluation was credited
to the income statement, to the extent that a deficit on revaluation in
respect of that same asset had previously been charged to the income
statement.

- 152 -

pEBEMEERE U RBRATER
StENEBES (aE2(h)i) 5 &

EERBBAEMEEmEEURRAT
BENKREREES (FaE2(h)0)

PizEBHMEENmURBRRTEES
BREHBESFMES  WaEkBEREMNE
E%Zm o ENTEEE R RS R
2 BIREIEA A St ENEREEER

DB R ZEFEBIF BURA S

TREERBAMEE ; &

SMNEURER AN

EEBEMEERmURRATEES
B EFE SRR LFEE - MAITEEM
EEWE DR R 5T ik S BRI
MEMDBAEWTEA ©

A BRI EM R E AT RIESE
e 5 RN TRBE 2 2 $F%L
B) o ZEIRE RIEF T AN KRS
13 ARETIEE o

t3ER ) TRNWEIBA T E BN NE
Em x> A EFEWRERPEDRE ©
REFEREERAER > BEEZEREAE
BralOEnikEmAsE  SEEME
E U am RS - Hfth 2 EUWRE P HETEIR
SHREMBRENEEREREALDFE
e

(ORVES

(i) ITURIBM AN 1989 FE L2 G
T EEFEEHAGE  BFRRET
EXOmERS (FE2(r) BREBR
MR o

PR1989 % - M E L IR ER IR
MRS TR RRKNBRNER
BEABRTUMFEATUHE G R B
MR o AR EMHRERRE AN
KANTEFITBBUEREGER
TUEB R S RS E LA



220

The Bank of East Asia, Limited Annual Report 2023

Notes to the Financial Statements (continued)

MBmEME (B

2. Material Accounting Policies (continued) £ E & stEIER (&)

(i)

(i

=

In preparing these financial statements, advantage of the transitional
provisions set out in paragraph 80AA of HKAS 16 "Property, Plant and
Equipment” issued by the HKICPA has been taken, with the effect that
bank premises have not been revalued to fair value at the end of the
reporting period.

Investment properties are properties which are held either to earn rental
income, for capital appreciation or for both. Investment properties are
stated at fair value. Investment properties are valued semi-annually
by external independent valuation companies, having an appropriate
recognised professional qualification and recent experience in the
location and category of property being valued. No allowance has been
made in the valuations for any charges, mortgages or amounts owing
on the properties nor any expenses or taxation which may be incurred in
effecting a sale.

Any gain or loss arising from a change in fair value is recognised in the
income statement. Rental income from investment property is accounted
for as described in Note 2(g)(iii).

When a bank property is transferred to investment property following a
change in its use, any differences arising at the date of transfer between
the carrying amount of the bank property immediately prior to transfer
and its fair value is recognised as a revaluation of bank premises as
described in Note 2(0)(i).

If an investment property becomes owner-occupied, it is reclassified as
bank premises and its fair value at the date of reclassification becomes its
cost for subsequent accounting purposes.

A property interest under a lease is classified and accounted for as an
investment property when the Group holds it to earn rentals or for capital
appreciation or both. Any such property interest under a lease classified
as an investment property is carried at fair value. Lease payments are
accounted for as described in Note 2(s).

Profit or loss on disposal of bank premises and investment properties is
determined as the difference between the net sales proceeds and the
carrying amount of the asset and is recognised in the income statement
upon disposal. Any surplus that is included in the bank premises
revaluation reserve related to the bank premises disposed is transferred
to the general reserve.
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(p) Amortisation and Depreciation

(i) Bank premises

Freehold land is not amortised. Leasehold land held for own use under an
operating lease, the fair value of which cannot be measured separately
from the fair value of a building situated thereon at the inception of the
lease, is accounted for as being held under a finance lease. Leasehold
land is amortised on a straight line basis over the remaining term of the
lease. Buildings are depreciated on a straight line basis at rates calculated
to write off the cost or valuation of each building over its estimated useful
life of 50 years or the remaining lease period of the land on which it is
situated, whichever is the shorter.

Investment properties are not depreciated.

(ii) Other fixed assets
Other fixed assets are stated in the statement of financial position
at cost less accumulated depreciation and impairment losses, which
is calculated on a straight line basis to write off the assets over their
estimated useful lives from 4 to 20 years.

(q) Goodwill

Goodwill represents the excess of:

(i) the aggregate of the fair value of the consideration transferred, the
amount of any non-controlling interests in the acquiree and the fair value
of the Group's previously held equity interest in the acquiree; over

(i) the Group's interest in the net fair value of the acquiree's identifiable

assets and liabilities measured as at the acquisition date.

When (ii) is greater than (i), then this excess is recognised immediately in
profit or loss as a gain on a bargain purchase.

Goodwill is stated at cost less any accumulated impairment losses. Goodwill
arising on a business combination is allocated to each cash-generating unit,
or groups of cash-generating units, that is expected to benefit from the
synergies of the combination and is tested annually for impairment (Note

2(r)).

On disposal of a cash-generating unit, any attributable amount of purchased
goodwill is included in the calculation of the profit and loss on disposal.

Expenditure on internally generated goodwill and brands is recognised as an
expense in the period in which it is incurred.
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(r) Impairment of Non-Financial Assets

Internal and external sources of information are reviewed at each end of the
reporting period to identify indications that any non-financial assets may be
impaired or, except in the case of goodwill, an impairment loss previously
recognised no longer exists or may have decreased.

If any such indication exists, the asset's recoverable amount is estimated. In
addition, for goodwill, the recoverable amount is estimated annually whether
or not there is any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs
to sell and its value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of time value of money and the
risks specific to the asset. Where an asset does not generate cash inflows
largely independent of those from other assets, the recoverable amount is
determined for the smallest group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in the income statement whenever the
carrying amount of an asset, or the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment losses recognised in respect of
cash-generating units are allocated first to reduce the carrying amount of any
goodwill allocated to the cash-generating unit (or group of units) and then,
to reduce the carrying amount of the other assets in the unit (or group of
units) on a pro rata basis, except that the carrying value of an asset will not be
reduced below its individual fair value less costs to sell, if measurable, or value
in use, if determinable.

Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if
there has been a favourable change in the estimates used to determine
the recoverable amount. An impairment loss in respect of goodwill is not
reversed.

A reversal of impairment losses is limited to the asset's carrying amount that
would have been determined had no impairment loss been recognised in

prior years.

Reversals of impairment losses are credited to the income statement in the
year in which the reversals are recognised.
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(s) Leases (s) HE

At inception of a contract, the Group assesses whether a contract is, or
contains, a lease. A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of time in exchange
for consideration. To assess whether a contract conveys the right to control
the use of an identified asset, the Group assesses whether:

— the contract involves the use of an identified asset;

— the Group has the right to obtain substantially all of the economic
benefits from use of the asset throughout the period of use; and

— the Group has the right to direct the use of the asset. The Group has
this right when it has the decision-making rights that are most relevant
to directing how and for what purpose the asset is used. In cases
where the decision about how and for what purpose the asset is used is
predetermined, the Group has the right to direct the use of the asset if
either:

— the Group has the right to operate the asset; or

— the Group designed the asset in a way that predetermines how and
for what purpose it will be used.

At inception or on reassessment of a contract that contains a lease
component, the Group allocates the consideration in the contract to each
lease component on the basis of their relative stand-alone prices.

(i) As alessee

The Group recognises a right-of-use asset and a lease liability at the lease
commencement date. The right-of-use asset is initially measured at cost,
which comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any
initial direct costs incurred. Where applicable, the cost of right-of-use
assets also includes an estimate of costs to dismantle and remove the
underlying asset or to restore the underlying asset or the site on which it
is located, less any lease incentives received.
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The right-of-use asset is subsequently measured at cost less any
accumulated depreciation and impairment losses (Note 2(r)), and
adjusted for certain remeasurements of the lease liability. When a right-
of-use asset meets the definition of investment property, it is initially
measured at cost, and subsequently at fair value, in accordance with the
accounting policy set out in Note 2(o)(ii).

The lease liability is initially measured at the present value of the lease
payments that are not paid at the commencement date, discounted
using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group's incremental borrowing rate. Generally, the
Group uses its incremental borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost on the
lease liability and decreased by lease payment made. Lease payments
included in the measurement of the lease liability comprises the
following:

— fixed payments, including in-substance fixed payments;

— variable lease payments that depend on an index or a rate, initially
measured using the index or rate as at the commencement date;

— amounts expected to be payable under a residual value guarantee;
and

— the exercise price under a purchase option that the Group is
reasonably certain to exercise, lease payments in an optional renewal
period if the Group is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the Group
is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective
interest method. It is remeasured when there is a change in future lease
payments arising from a change in an index or rate, a change in the
Group's estimate of the amount expected to be payable under a residual
value guarantee, or as appropriate, changes in the Group's assessment
of whether a purchase or extension option is reasonably certain to
be exercised or a termination option is reasonably certain not to be
exercised.

When the lease liability is remeasured in this way, a corresponding
adjustment is made to the carrying amount of the right-of-use asset, or is
recorded in profit or loss if the carrying amount of the right-of-use asset
has been reduced to zero.
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The lease liability is also remeasured when there is a change in the scope
of a lease or the consideration for a lease that is not originally provided
for in the lease contract ("lease modification") and is not accounted for
as a separate lease. In this case the lease liability is remeasured based
on the revised lease payments and lease term using a revised discount
rate at the effective date of the modification. The only exception is any
rent concession which arose as a direct consequence of the COVID-19
pandemic and satisfied the conditions set out in paragraph 46B of
HKFRS 16 Leases. In such case, the Group took advantage of the
practical expedient set out in paragraph 46A of HKFRS 16 and recognised
the change in consideration as if it were not a lease modification. The rent
concessions are recognised as a credit to variable lease expenses in profit
or loss.

In the situation that if a lease modification is required by interest rate
benchmark reform, the Phase 2 amendments allow the Group to use
a revised discount rate that reflects the change in interest rate when
remeasuring a lease liability.

The Group has applied judgement to determine the lease term for some
lease contracts that include renewal options in which it is a lessee. The
assessment of whether the Group is reasonably certain to exercise such
options impacts the lease terms, which significantly affects the amount
of lease liabilities and right-of-use assets recognised.

The Group presents right-of-use assets that do not meet the definition
of investment property in "Fixed assets" (Note 32) and lease liabilities in
"Other liabilities" (Note 37) in the statement of financial position.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease
liabilities for short-term leases that have a lease term of 12 months
or less ("short-term leases") and leases of underlying assets with an
approximate value of HK$0.04 million or less ("low-value assets"). The
Group recognises the lease payments associated with these leases as an
expense on a straight-line basis over the lease term (Note 13).
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(ii) As alessor
When the Group acts as a lessor, it determines at lease inception whether
each lease is a finance lease or an operating lease.

To classify each lease, the Group makes an overall assessment of
whether the lease transfers substantially all of the risks and rewards
incidental to ownership of the underlying asset. If this is the case, then
the lease is a finance lease; if not, then it is an operating lease. As part of
this assessment, the Group considers certain indicators such as whether
the lease is for the major part of the economic life of the asset.

If an arrangement contains lease and non-lease components, the Group
applied HKFRS 15 to allocate the consideration in the contract.

The amounts due from lessees in respect of finance leases are recorded
in the statement of financial position as advances to customers at the
amounts of net investment which represent the total rentals receivable
under finance leases less unearned income. Revenue arising from
finance leases is recognised in accordance with the Group's revenue
recognition policies, as set out in Notes 2(g)(ii) and 2(e).

The Group recognises lease payments received under operating leases
as income on a straight-line basis over the lease period as part of "other
operating income", as set out in Note 2(g)(iii).

(t) Repossession of Assets

In the recovery of impaired loans and advances, the Group may take
possession of the collateral assets through court proceedings or voluntary
delivery of possession by the borrowers. In accordance with the Group's
accounting policy set out in Note 2(h)(vii), impairment allowances for
impaired loans and advances are maintained after taking into account the
net realisable value of the collateral assets, usually resulting in a partial write-
off of the loans and advances against impairment allowances. Repossessed
assets are reported as assets held for sale under other assets if the risks
and rewards of ownership of the relevant repossessed assets have been
substantially transferred to the Group and it is highly probable that the
future economic benefits will flow to the Group, their carrying amount will be
recovered through a sale transaction rather than through continuing use and
the assets are available for sale in their present condition. Related loans and
advances are then written off.
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Repossessed assets are recorded at the lower of the amount of the related

loans and advances and fair value less costs to sell at the date of exchange.

They are not depreciated or amortised.

Impairment losses subsequent to initial classification are recognised in the

income statement.

(u) Income Tax

(i)

(i)

(iii

=

Income tax for the year comprises current tax and movements in
deferred tax assets and liabilities. Current tax and movements in deferred
tax assets and liabilities are recognised in the income statement except
to the extent that they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in equity,
respectively.

Current tax is the expected tax payable on the taxable income for the
year, using tax rates enacted or substantively enacted at the end of
the reporting period, and any adjustment to tax payable in respect of

previous years.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between the
carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases. Deferred tax assets also arise from unused tax losses
and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all
deferred tax assets to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised, are
recognised. Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing taxable
temporary differences, provided those differences relate to the same
taxation authority and the same taxable entity, and are expected to
reverse either in the same period as the expected reversal of the
deductible temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing deductible
temporary differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those differences are
taken into account if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a period, or periods, in
which the tax loss or credit can be utilised.
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The limited exceptions to recognition of deferred tax assets and
liabilities are those temporary differences arising from goodwill not
deductible for tax purposes, the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit (provided they are not
part of a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the case of taxable
differences, the Group controls the timing of the reversal and it is
probable that the differences will not reverse in the foreseeable future, or
in the case of deductible differences, unless it is probable that they will
reverse in the future.

Where investment properties are carried at their fair value in accordance
with the accounting policy set out in Note 2(0)(ii), the amount of deferred
tax recognised is measured using the tax rates that would apply on
sale of those assets at their carrying value at the reporting date unless
the property is depreciable and is held within a business model whose
objective is to consume substantially all of the economic benefits
embodied in the property over time, rather than through sale. In all other
cases, the amount of deferred tax recognised is measured based on the
expected manner of realisation or settlement of the carrying amount
of the assets and liabilities, using tax rates enacted or substantively
enacted at the reporting date. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed at the end of
each reporting period and is reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow the related
tax benefit to be utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profit will be available.

Additional income taxes that arise from the distribution of dividends are
recognised when the liability to pay the related dividends is recognised.

(iv) Current tax balances and deferred tax balances, and movements therein,

are presented separately from each other and are not offset. Current tax
assets are offset against current tax liabilities, and deferred tax assets
against deferred tax liabilities if the Bank or the Group has the legally
enforceable right to set off current tax assets against current tax liabilities
and the following additional conditions are met:

— in the case of current tax assets and liabilities, the Bank or the Group
intends either to settle on a net basis, or to realise the asset and settle

the liability simultaneously; or

— in the case of deferred tax assets and liabilities, if they relate to
income taxes levied by the same taxation authority on either:
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— the same taxable entity; or

— different taxable entities, which in each future period in which
significant amounts of deferred tax liabilities or assets are
expected to be settled or recovered, intend to realise the current
tax assets and settle the current tax liabilities on a net basis or
realise and settle simultaneously.

(v) Provisions and Contingent Liabilities

Provisions are recognised for liabilities of uncertain timing or amount when
the Group or the Bank has a legal or constructive obligation arising as a result
of a past event, and it is probable that an outflow of economic benefits will be
required to settle the obligation and a reliable estimate can be made. Where
the time value of money is material, provisions are stated at the present value
of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required,
or the amount cannot be estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of economic benefits
is remote. Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future events, are
also disclosed as contingent liabilities unless the probability of outflow of
economic benefits is remote.

(w) Financial Guarantees and Loan Commitments

"Financial guarantees" are contracts that require the Group to make
specified payments to reimburse the holder for a loss that it incurs because a
specified debtor fails to make payment when it is due in accordance with the
terms of a debt instrument. "Loan commitments" are firm commitments to
provide credit under pre-specified terms and conditions.

Financial guarantees issued or commitments to provide a loan at a below-
market interest rate are initially measured at fair value and the initial fair value
is amortised over the life of the guarantee or the commitment. Subsequently,
they are measured at the higher of this amortised amount and the amount of
loss allowance (Note 2(h)(vii)).

For other loan commitments, the Group recognises impairment loss
allowances (Note 2(h)(vii)).

Liabilities arising from financial guarantees and loan commitments are
included within other liabilities.
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(x) Employee Benefits

(i)

(i

=

Salaries, bonuses and leave benefits

Employee entitlements to salaries, annual bonuses, paid annual leave,
leave passage and the cost to the Group of non-monetary benefits are
recognised when they accrue to employees. An accrual is made for the
estimated liability for annual leave as a result of services rendered by
employees up to the end of the reporting period.

Employee entitlements to sick leave and maternity leave are recognised
when the absences occur.

Performance-related bonus plan

Liabilities for performance-related bonus plan, which are due wholly
within twelve months after the end of the reporting period, are
recognised when the Group has a present legal or constructive obligation
as a result of services rendered by employees and a reliable estimate of
the obligation can be made.

Retirement benefits

Retirement benefits are provided to eligible staff of the Group. Hong
Kong employees enjoy retirement benefits under either the Mandatory
Provident Fund Exempted ORSO Scheme ("MPFEOS") or the Mandatory
Provident Fund Scheme ("MPFS"). Both are defined contribution
schemes. The employer's monthly contributions to both schemes are at
a maximum of 10% of each employee's monthly salary.

The pension schemes covering all the Group's PRC, overseas, Macau
and Taiwan employees are defined contribution schemes at various
funding rates, and are in accordance with local practices and regulations.

The cost of all these schemes is charged to the income statement
for the period concerned and the assets of all these schemes are
held separately from those of the Group. Under the MPFEOS, the
employer's contribution is not reduced by contributions forfeited by
those employees who leave the scheme prior to vesting fully in the
contributions. Under the MPFS, the employer's contribution is reduced
by contributions forfeited by those employees who leave the scheme
prior to vesting fully in the contributions.
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(iv) Share based payments
The Bank adopted equity-settled share based payment arrangement
under Staff Share Option Schemes to grant the options to eligible
employees of the Group.

The fair value of share options granted to employees is recognised as
an expense in the income statement with a corresponding increase in a
capital reserve within equity. The fair value is measured at the grant date
using the trinomial model, taking into account the terms and conditions
upon which the options were granted. Where the employees have to
meet vesting conditions before becoming unconditionally entitled to
those share options, the total estimated fair value of the share options is
spread over the vesting period, taking into account the probability that
the options will vest.

During the vesting period, the number of share options that is expected
to vest is reviewed. Any resulting adjustment to the cumulative fair
value recognised in prior years is charged or credited to the income
statement for the year of the review unless the original expenses qualify
for recognition as an asset, with a corresponding adjustment to the
capital reserve. On vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of share options that vest (with
a corresponding adjustment to capital reserve) except where forfeiture
is only due to not achieving vesting conditions that relate to the market
price of the Bank's shares.

The equity amount is recognised in capital reserve until either the option
is exercised and new shares allotted (when it is transferred to share
capital) or the option expires (when it is released directly to retained
profits). For Grantees who do not meet the applicable vesting conditions,
the unvested options are forfeited, either in whole or in part. Forfeited
share options are cancelled. When the options are exercised, equity is
increased by the amount of the proceeds received.

(y) Related Parties
For the purposes of these financial statements, a party is considered to be
related to the Group if:
(i) A person, or a close member of that person's family, is related to the
Group if that person:
(a) has control or joint control over the Group;

(b) has significant influence over the Group; or

(c) is a member of the key management personnel of the Group or the
Group's parent.
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(i) An entity is related to the Group if any of the following conditions applies:

(a) The entity and the Group are members of the same group (which
means that each parent, subsidiary and fellow subsidiary is related to
the others).

(b) One entity is an associate or joint venture of the other entity (or an
associate or joint venture of a member of a group of which the other
entity is a member).

(c) Both entities are joint ventures of the same third party.

(d) One entity is a joint venture of a third entity and the other entity is an
associate of the third entity.

—
)
~

The entity is a post-employment benefit plan for the benefit of
employees of either the Group or an entity related to the Group.

(f) The entity is controlled or jointly controlled by a person identified in

(i).

(g) A person identified in (i) (a) has significant influence over the entity
or is a member of the key management personnel of the entity (or of
a parent of the entity).

(h) The entity, or any member of a group of which it is a part, provides
key management personnel services to the Group or to the Group's
parent.

Close members of the family of a person are those family members who may

be expected to influence, or be influenced by, that person in their dealings
with the entity.
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(z) Segment Reporting (z) DEPERE

Operating segments, and the amounts of each segment item reported in the
financial statements, are identified from the financial information provided
regularly to the Group's most senior executive management for the purposes
of allocating resources to, and assessing the performance of, the Group's
various lines of business and geographical locations.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar economic
characteristics and are similar in respect of the nature of products and
services, the nature of production processes, the type or class of customers,
the methods used to distribute the products or provide the services, and
the nature of the regulatory environment. Operating segments which are
not individually material may be aggregated if they share a majority of these
criteria.

(aa) Cash and Cash Equivalents

For the purposes of the cash flow statement, cash and cash equivalents
comprise balances with less than three months' maturity from the date
of acquisition including cash and balances with banks, treasury bills, other
eligible bills and certificates of deposit that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in
value.

(ab) Deposits, Debt Securities Issued and Capital Instruments

Deposits, debt securities issued and capital instruments are the Group's
sources of funding.

The Group classifies capital instruments as financial liabilities or equity
instruments in accordance with the substance of the contractual terms of the
instruments.

The substance of a financial instrument, rather than its legal form, governs its
classification. A financial instrument is classified as a liability where there is a
contractual obligation to deliver either cash or another financial asset to the
holder of that instrument, regardless of the manner in which the contractual
obligation will be settled.

Subsequent to initial recognition deposits, debt securities issued and capital
instruments classified as financial liabilities are measured at their amortised
cost using the effective interest method, except where the Group designates
liabilities at FVTPL.

For those capital instruments classified as equity instruments, they are not
redeemable by holders and bear an entitlement to coupons at the Bank's sole
discretion. Accordingly, they are presented within equity. Distribution thereon
are recognised in equity.

- 166 -

KEDE  REFBHREIBRNE—0E
HES > BRHMBER DY LR
WEAMBEHRTAEENESTHEER
EREBERDE » UIRIRAEERIAER
& EPrEM AR -

FRIE D BR A AEREAE S 14 I 72 A AN AR
ZHENEERFZME FRENNE
- BFEEERNREHRBZ5ZE X
EEREZMHERERN > @EREKRNE
BRBAEEMBREAGS - WEME
BUEREMHBIRE > WIFERIEREE

BOBRREE WA o

(aa) RERERREIER

MRRAEREBERME » REAERRE
HESEHEBAREIRIEL AN
iR > BRIRE NIRRT  BEEES
R EAth = 8 A R R BB A N MRy iEia
PR TRA] 5 BRI SR A B4R M A7 AR ©

R BRITEBESNESIA
R BETEHRSFRELATARLKE
EEZETHIRIR

FEERTASHGRRNBEDEELAT
AnTRaERkREeTA-

TRITANEEMFEERPAREED

B -MBEAERBRREENT —SMEE

TN FZEBIAENFEA > MZERT

ARnEnaf  ZEEEFNEESX
NEEHEDE -

KRERFERER > AEEBER S BET
BHEFMDARREATANEARATR
HIEESBBEBEDZNAERN  BHEX
MR E RN o

MOBEBRATANEATA  ZFTAR
BAAELRNEFATRERG I ZAF
oAl ZETREERREDAIIR -
BRI IR R SR S A FESD o



234

The Bank of East Asia, Limited Annual Report 2023

Notes to the Financial Statements (continued)

MBmEME (B

2. Material Accounting Policies (continued) £ E & stEIER (&)

(ac) Assets Held for Sale

Non-current assets and disposal groups (including both the assets and
liabilities of the disposal groups) are classified as held for sale and measured
at the lower of their carrying amount and fair value less cost to sell when: (a)
their carrying amounts will be recovered principally through sale; (b) they
are available for sale in their present condition; and (c) their sale is highly
probable.

Immediately before the initial classification as held for sale, the carrying
amounts of the asset (or assets and liabilities in the disposal group)
are measured in accordance with applicable HKFRSs. On subsequent
remeasurement of a disposal group, the carrying amounts of the assets and
liabilities that are not within the scope of the measurement requirements of
HKFRS 5 "Non-current Assets Held for Sale and Discontinued Operations”
are measured in accordance with applicable HKFRSs before the fair value
less costs to sell of the disposal group is determined.

Income earned and expenses incurred on assets and liabilities of disposal
groups held for sale continue to be recognised in the appropriate line items in
the income statement until the transaction is complete.

(ad) Interim Financial Reporting and Impairment

Under the Listing Rules, the Group is required to prepare an interim financial
report in compliance with HKAS 34, "Interim Financial Reporting”, in respect
of the first six months of the year. At the end of the interim period, the Group
applies the same impairment testing, recognition, and reversal criteria as it
would at the end of the year (Note 2(h)(vii) and Note 2(r)).

Impairment losses recognised in an interim period in respect of goodwill are
not reversed in a subsequent period. This is the case even if no loss, or a
smaller loss, would have been recognised had the impairment been assessed
only at the end of the financial year to which the interim period relates.

. Changes in Accounting Policies &5t 2 & &)

(ac) FEFHEEE

EREREESTEFTEBHES AT
[\ () EMAUARRZ TAIHEE; ()
HEZHEXZEIRESH  FFRBEEK
HEER (BEHEMARNNEENSR) &
HEREELATEERESEME > MEZ
BRE > DEAFEFLEEE -

ERNGDERFEFELEZR » BEN
IREE G EANMEENE® RER
B(EEBMHBREER)GE - MEREE
MEtEHEAR R > ERRELEERE
RNEEBMAE - SFE(EBUHRELE
AN EERMSEFLEEENI FRBAE
MIEREE PRBENG EERNEEN
BEZRAEE AR (EBMHRELE
BI)EHE -

HEANNEENEEZ ERIUIANE
BESHNEBEERDmRANZAREER
WD EER BT ©

(ad) FEARAFSER S R IRL(E

RIEH AP ( EMRAD) - ZEEBZ(EE
BetER)) F 345 TR RS BHIE
FEAFES6EANTHRMBERE - KT
AR AEERBERFERNAERSE
SR~ B EIZE (MfsE2(h)(vii) 2K s
2(r))

EREDRTHSENEERERSL - 51
EEERR A0 - A RINZORERE
HZ TR AR FEFTEMZAE
BREFAGEE - NBERZESEER)
FEMER TR EE o

The HKICPA has issued a number of new and amendments to HKFRSs that

are first effective for the current accounting period of the Group.

None of these developments have had a material effect on the Group's
results and financial position for the current or prior periods have been
prepared or presented. The Group has not applied any new standard or
interpretation that is not yet effective for the current accounting period.
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New HKICPA Guidance on the Accounting Implications of the Abolition of
the MPF-LSP Offsetting Mechanism

In June 2022, the Hong Kong SAR Government (the "Government")
gazetted the Hong Kong Employment and Retirement Schemes Legislation
(Offsetting Arrangement) (Amendment) Ordinance 2022 (the "Amendment
Ordinance"), which will come into effect from 1st May, 2025 (the "Transition
Date"). Once the Amendment Ordinance takes effect, an employer can
no longer use any of the accrued benefits derived from its mandatory
contributions to mandatory provident fund ("MPF") scheme to reduce the
long service payment ("LSP") in respect of an employee's service from the
Transition Date (the abolition of the "offsetting mechanism"). In addition, the
LSP in respect of the service before the Transition Date will be calculated
based on the employee's monthly salary immediately before the Transition
Date and the years of service up to that date.

In July 2023, the HKICPA published "Accounting implications of the
abolition of the MPF-LSP offsetting mechanism in Hong Kong" that provides
accounting guidance relating to the offsetting mechanism and the abolition
of the mechanism. In particular, the guidance indicates that entities may
account for the accrued benefits derived from mandatory MPF contributions
that are expected to be used to reduce the LSP payable to an employee as
deemed contributions by that employee towards the LSP.

Applying this approach, upon the enactment of the Amendment Ordinance
in June 2022, it is no longer permissible to apply the practical expedient
in paragraph 93(b) of HKAS 19 that previously allowed such deemed
contributions to be recognised as reduction of service cost (negative service
cost) in the period the contributions were made. Instead, these deemed
contributions should be attributed to periods of service in the same manner
as the gross LSP benefit. The Amendment Ordinance has no material impact
on the Group's LSP liability and staff cost.
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B> TBAFRA(EBEHER)FE195%
$93(b) RPRBEFHIRIESE  HZFRE
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4. Bank-Level Statement of Financial Position $R{TE @ 2 IA# KRR

2023 2022
Notes fifzf HK$Mn BBEET HK$ Mn BEEER
ASSETS BE
Cash and balances with banks R NERTWNES 22,336 25,498
Placements with and advances to banks ERTHERREBER 36,752 48,296
Trade bills B555 224 41
Trading assets RERBEE 285 355
Derivative assets METEEE 7644 9733
Loans and advances to customers ERERRRER 387,217 397,533
Investment securities KREEH 144,710 125,620
Amounts due from subsidiaries M B AR R 14,705 14,145
Investments in subsidiaries WEABEKE 19,461 19,469
Investments in associates and joint ventures HENRANGERERE 4,483 4,466
Fixed assets BET&EE 9,501 9,493
- Investment properties LB 4,718 4774
- Other properties and equipment —HME N E E 4,338 4,293
- Right-of-use assets —EAEEE 445 426
Goodwill and intangible assets mENETEE 1,460 1,460
Deferred tax assets EILRIBE & 72 197
Other assets Hih&E 9,643 9,529
- Assets held for sale —BEEHEEE 15 15
- Others —Hfth 9,628 9,514
Total Assets BERLE 658,493 665,835
EQUITY AND LIABILITIES fesiEmkas
Deposits and balances of banks RITHTF R AR 24,538 24,031
— Designated at fair value through —EEABBEmUR M
profit or loss NFEE 3,199 4,545
- At amortised cost — A 21,339 19,486
Deposits from customers BRER 487,537 483,553
Trading liabilities RZEREE = 5
Derivative liabilities ETEER 2,707 2,816
Certificates of deposit issued B#ITFIE 10,876 27,018
- Designated at fair value through —EEAB BB MR
profit or loss ANTEE 9,415 19,001
- At amortised cost — IR A 1,461 8,017
Amounts due to subsidiaries RH B AR FIE 1,561 17
Current taxation RERIE 1444 1,255
Debt securities issued BRTEKES 844 2,892
- Designated at fair value through —IEEABBIERUR M
profit or loss ANTEE 688 811
- At amortised cost — IR A 156 2,081
Deferred tax liabilities FIERIEEE 420 185
Other liabilities Ht& & 16,979 18,299
Loan capital - at amortised cost BEEA—#HEMAE 14,318 10,232
Total Liabilities BEMRE 561,224 572,063
Share capital [N 40 41915 41,856
Reserves i 42(k) 45,264 41,826
Total equity attributable to owners of the Bank BRI TRERERREE 87,179 83,682
Additional equity instruments BIMEATA 4 10,090 10,090
97,269 93,772
Total Equity and Liabilities RERER N EEREE 658,493 665,835

Approved and authorised for issue by the Board on 21st February, 2024. BEEGF 2024 F 28 21 AR RIB SRR o

Executive Chairman David LI Kwok-po HITESE FTEE
Co-Chief Executives Adrian David LI Man-kiu BEITHARE FRIE

Brian David LI Man-bun FRE
Director Meocre LI Kwok-wing 3 FEE

- 169 -



Notes to the Financial Statements (continued)

MmN E (B

5. Interest Income B UL A

RERTHRAT2023F K

2023 2022
HK$Mn B EET  HK$Mn B EETR
Loans, placements with banks, and trade bills B EIRITNER  REZER 31,179 20,624
Investment securities REES
—FE#ER AR IEEEMNEA
- measured at amortised cost or FVOCI WU R R AT EBESE 8,269 4,076
—REIRERBRURRAT
- mandatorily measured at FVTPL BEE 141 120
Trading assets REBBEE 96 28
39,685 24,848

For the transactions where interest rate risk is hedged, the periodic payments
and receipts arising from interest rate contracts which are qualifying hedging
instruments for, or individually managed in conjunction with, interest bearing
financial assets are first netted together and then combined with the interest
income from the corresponding financial assets.

The above included interest income of HK$36,788 million (2022: HK$24,871
million), before hedging effect, for financial assets that are not recognised at

fair value through profit or loss.

6. Interest Expense #1237

MEHHHEEBIORS » BRRA S/
BENGEE T RS RIE R 2B
EEREEHREENTNESOMELEN
M HMRA BRI > FEREEAR
TREEEE TN BWRAGH o

EFBRBEHAEE > KEFRAFEE
HIBERNEMEEZFBERABBE
367.88 27T (2022 £F 1 A& 248.71187T) ©

2023 2022
HK$Mn B EET  HK$Mn Bl EETR
Customer deposits and deposits of banks BEEFNIRITHNER
- at amortised cost — R ER A E 19,914 9,713
—EEABBBERURRAT
- designated at FVTPL BEHE 202 84
Certificates of deposit and debt securities issued BRTERENERES
- at amortised cost — AR A E 581 511
—EEABBERURRAT
- designated at FVTPL BEE 914 485
Subordinated notes carried at amortised cost RN A ENRERE 960 460
Lease liabilities HERE 29 28
Other borrowings HAhfE® 21 59
22,811 11,340

For the transactions where interest rate risk is hedged, the periodic payments
and receipts arising from interest rate contracts which are qualifying hedging
instruments for, or individually managed in conjunction with, interest bearing
financial liabilities are first netted together and then combined with the
interest expense from the corresponding financial liabilities.

The above included interest expense of HK$21,491 million (2022: HK$10,782

million), before hedging effect, for financial liabilities that are not recognised
at fair value through profit or loss.
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7. Fee and Commission Income RFEEBREEZUWA

Fee and commission income is disaggregated by services:

RBE MBS W ALRBE BN

2023 2022
HK$Mn B EET HK$Mn Bl EET
Loans, overdrafts and guarantees BR - BENER 888 846
Credit cards (ElERS 759 692
Sale of third party insurance policies HER=BRTHRE 528 484
Other retail banking services HMZERITRE 208 197
Trust and other fiduciary activities B REMAIEER 177 224
Investment products REER 162 195
Securities brokerage BHLL 141 203
Trade finance BE5HE 96 92
Others Hth 402 439
Total fee and commission income R E RS AL 3,361 3,372
Net fee income on financial assets and HIFZEBERURMATEENE
financial liabilities that are not measured at FVTPL ZEREENEREBEMEEZ
(other than those included in determining the FIRBEBERA (FEEREES
effective interest rate) FE 2 £ %8) 2,648 2,762
Fee income REBEWA 3,361 3372
Fee expenses RBEESH (713) (610)
8. Net Trading Profit 32 5 i@ #); 358
2023 2022
HK$Mn B EET  HK$Mn Bl EET
Profit on dealing in foreign currencies and funding
swaps St B B K S B B A 382 501
Profit/(loss) on trading securities R BBEERN/ (i8) 22 (124)
Net gain on derivatives TTETEZRF 81 549
Loss on other dealing activities HMRX R EHEE - (1)
Dividend income from trading equity securities RZBBERMESFVREWA 10 18
1,225 943
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9. Net Result on Financial Instruments at FVTPL

BREBIEGEURBRATEEERMITANFRE

2023 2022
HK$Mn BEEET  HKSMn BEEER

Net (loss)/gain from financial instruments designated 15 A @B BB ZURM AT BESH

at FVTPL TAWNE (518 /&BF (263) 292
Net gain/(loss) from financial instruments mandatorily  &H|#%@EBZUR M AT BETE

measured at FVTPL (other than those included in net &Rl T ERERF (518) (BB

trading profit) BEERZ M FEERN) 1 (360)

(262) (68)

10.Ne\t Result on Financial Assets Measured at EVpCI _
HEB R 2 ERENRMAFEEH ESHEENTRR

2023 2022
HK$Mn B EET  HK$Mn Bl EETR
Net (loss)/profit on sale of debt securities HEBHEHZF (FB) 5 (60) 159
Dividend income from equity securities RinBEHREMA 34 16
(26) 175
11. Net Hedging Profit ¥ 455588

2023 2022
HK$Mn B EET  HK$Mn Bl EETR

Fair value hedges NEBEHF

- Net gain/(loss) on hedged items attributable to the ~ — ] $R /8 FA AR B B 2 ¥ @R
hedged risk EENZERAN (518) 1,735 (8541)
- Net (loss)/gain on hedging instruments — B R T AN (518) /&BH (1,705) 8,742
30 201
12.0ther Operating Income E 4 &g A

2023 2022
HK$Mn B EET  HK$Mn Bl EER
Net insurance profit RRERFHA = 158
Rental from safe deposit boxes RIEFEESUWA 17 120
Rental income on properties (Note 32(ii)) MERS WA (17:F32(i) 129 133
Government subsidy — Employment Support Scheme — EUfF #0845 — TR 512 = 8
Others Hith 4 29
287 448
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13.0perating Expenses #&& H

2023 2022
HK$Mn B EET  HK$Mn Bl EETR
Contributions to defined contribution plan* EEET BT
- Hong Kong 54 191 170
- Outside Hong Kong —&BMUI 223 223
Equity settled share-based payment expenses M BERIEL NN ER
(Note 42(1)) (Wit 42(r)) 24 22
Salaries and other staff costs FekEMETIRAE 5,007 5,078
Total staff costs BT MAHBEE 5,445 5,493
Premises and equipment expenses excluding
depreciation TEETENERRESH
- Expenses relating to short-term leases —ERIEIAER N 8 15
- Expenses relating to low value assets - ERREEEEMES Y 10 6
- Variable lease payments not included in the —TEEFTEHESEN
measurement of lease liabilities** ] B FIE 1 (2)
- Maintenance, repairs and others —RE B REM 739 702
Total premises and equipment expenses excluding
depreciation FEEMENMERZES LA 758 721
Depreciation and amortisation e e 820 875
Other operating expenses Htng &
- Internet platform charges -EMETEER 560 460
- Legal and professional fees —EEREERGE 457 423
- Communications, stationery and printing —@BH ~ XAKEIR) 295 294
- Advertising and business promotion expenses -~-EEENEBERSIH 294 298
- Others —Hfh 803 660
Total other operating expenses HQ s HARE 2,409 2,135
Total operating expensest** R P AR ox 9,432 8,224

*  Forfeited contributions totalling HK$27 million (2022: HK$36 million) were utilised
to reduce the Group's contribution during the year. There were no forfeited
contributions available for reducing future contributions at the year end (2022: Nil).

**  For the year ended 31st December, 2022, there were a credit of HK$2 million of
COVID-19-related rent concessions and a credit of HK$1 million of rent concession

for the purpose of entering into a new lease. There was no such rental concession

during the year.

*** Included direct operating expenses of HK$10 million (2022: HK$7 million) in respect
of investment properties which generated rental income during the year.
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14.Impairment Losses on Financial Instruments &/t T &H{EIE%

2023 2022

HK$Mn B EET  HK$Mn Bl EETR

Loans and advances to customers HEERNEBM 5164 5,416
Debt securities BHES 21 345
Others HAh 108 162
5483 5923

15.Net Profit on Sale of Assets Held for Sale HEIFEEHREBEEZFEHN

2023 2022
HK$Mn B EET  HK$Mn Bl EER
Net loss on sale of properties HEMXZFEHER (2) ©)
Net profit on sale of disposal groups HEHERR 2 FiEF] 4 1,446
2 1445
16.Net Profit on Disposal of Fixed Assets HEEBIE & E 25 &7

2023 2022
HK$Mn B EET  HK$Mn Bl EETR

Net profit on disposal of bank premises, furniture, HETHE ~ BRI~ BENRE
fixtures and equipment 23] 14 18
Net loss on termination of lease RIEE k518 = ©)

14 17
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17.Income Tax FR{E#

(a) Taxation in the Consolidated Income Statement Represents: (a) ZEWERAMRIES ©
2023 2022
HK$Mn BEEET  HKSMn BEEET
Current tax — Hong Kong RERIB-HE
Tax for the year REERIE 482 485
Over-provision in respect of prior years FFEBFROE (63) (57)
419 428
Current tax — outside Hong Kong RERB-FHEUI
Tax for the year RrEERIEA 693 325
Over-provision in respect of prior years AEEBFREE (17) (16)
676 309
Deferred tax RERIE
Origination and reversal of temporary differences B EENRE N80
(Note 35(b)) (K15t 35(b)) 79 (174)
1174 563
The provision for Hong Kong profits tax is calculated at 16.5% (2022: 16.5%) EENERMANEUFEETEZFRET]
of the estimated assessable profits for the year. % 16.5% (2022 F : 16.5%) 5t & °
Taxation for overseas, Macau and Taiwan branches and subsidiaries is BN BN BESTTREB AT
charged at the appropriate current rates of taxation ruling in the relevant EREKEREMIBITIREMSE o

countries.

(b) Reconciliation Between Tax Expense and Accounting Profit at Applicable  (b) #RIES A GG ZERAMREAEIRIE
Tax Rates: HYHAR :
2023 2022
HK$Mn B EET  HK$Mn B EET
Profit before tax BRI AR 5,310 494
Notional tax on profit before tax, calculated at the
rates applicable to profits in the tax jurisdictions REEEERZRBRAZAE
concerned MERRR ANt BN BRRT 1,000 730
Tax effect of non-deductible expenses REHIREZ HRIER & 484 273
Tax effect of non-taxable revenue BEFRIANRETZ (234) (385)
Tax effect of tax losses not recognised RERNRENRIEBETE 3 8
Write back of over-provision in respect of prior years £ EEBFIAYE]1E (80) (73)
Others Hith 1 10
Actual tax expense charged to income statement T ERZHNEBERIRIE 1174 563
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RERTHRAT2023F K

18.Distribution/Dividends 43k IR 2

(a) Dividends Payable to Equity Owners of the Parent Attributable to the Year

8

(a) AIRBHAFEMENFAEBBRRNR

2023 2022
HK$Mn BBEET  HK$Mn BEEET
Interim dividend declared and paid of HK$0.36 per EERIKERZ AR ETF2658E
share on 2,658 million shares (2022: HK$0.16 per IR A 0.36 7T (20224 : 26.89
share on 2,689 million shares) (Note 42(j)) EREREE06TT) (Hat42() 957 430
BERIKERZAFRIRE (20224 :
Special dividend declared and paid (2022: HK$0.48 per  26.9512 3SR HE#£0.487T)
share on 2,695 million shares) (Note 42(j)) (Ht5E42()) - 1,294
Second interim dividend of HK$0.18 per share on FRRHRE 2650 BIRERE
2,650 million shares (2022: HK$0.17 per share on 0.18 7T (2022 £ : 26.80 B G &
2,680 million shares) AE0.177T) 477 456
1434 2,180

FEBAFEREAERABIE0.54 7T (2022
£ ZRAB0.817T) o FIREHEIR » &
FERPHRE T RERAERE -

The total dividends attributable to the year is HK$0.54 per share (2022:
HK$0.81 per share). The second interim dividend has not been recognised as
a liability at the end of the reporting period.

(b) EREREFFEANINARBERLEE
BN FAEBRRARS

(b) Dividends Payable to Equity Owners of the Parent Attributable to the
Previous Financial Year, Approved and Paid During the Year

2023 2022
HK$ Mn BEEET  HK$Mn BEEET
Second interim dividend in respect of the previous FERZENZATF6T7TERER
financial year, approved and paid during the year, ABHRE0.17 7T (20224 © 29.23 8K
of HK$0.17 per share on 2,677 million shares SRABE0ILS T WEFEFE R
(2022: HK$0.35 per share on 2,923 million shares) HERRR B (Hf5242()
(Note 42(j)) 455 1,023
(c) Distribution to Holders of Additional Tier 1 Capital Instruments (c) DIkFEEI—ARELTEFEA
2023 2022
HK$ Mn BHEEEBT HKSMn BT ET
Distribution paid on the Additional Tier 1 capital BB —RERT AN
instruments (Note 42(j)) (Ft5E42()) 596 708
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19.Earnings Per Share &i&ZF

(a) Basic Earnings Per Share

The calculation of basic earnings per share is based on the consolidated
profit for the year attributable to owners of the parent of HK$3,522 million
(2022: HK$3,651 million) after accounting for the distribution of HK$596
million (2022: HK$708 million) to Additional Tier 1 issue holders, and on the
weighted average of 2,668 million ordinary shares outstanding during the

year (2022: 2,759 million), calculated as follows:

Weighted average number of ordinary shares

(a) SREXEF
SREABAHIEBE DK T EI—KE
T TEHE ABIEE06ET (20224 © &
#7.08E7) B A BB A EERE G
FE & 35.22 87T (20224 : BHE36.51(E
70) REEANB BT ERMD NN TIEH
26.68 8% (20224 : 27.591& /%) 518 o

TER D BT 198K

2023 2022

Number of Number of

shares shares

nE =] LEanE =]

Million 5 & Million H &

Issued ordinary shares at 1st January FIBTEHNE#TEER 2,680 2,923

Effect of shares issued in lieu of dividends U EEITHRNEE 2 1

Effect of share buy-back RSO TE (14) (175)
Weighted average number of ordinary shares at R1RAJNBEBERNHH

31st December IR IE 2,668 2,759

(b) Diluted Earnings Per Share (b) EiigERF)

The calculation of diluted earnings per share is the same as the calculation
of basic earnings per share, except that the weighted average of ordinary
shares is adjusted for the effects of all dilutive potential shares. For the
year ended 31st December, 2023, the weighted average of ordinary shares
adjusted for the effects of all dilutive potential shares was 2,668 million

(2022: 2,759 million).

Weighted average number of ordinary shares (diluted)

SRBERANTEASRERBANT
HiERE > REZERGINEFHEEIRE
Fre B EBEHERENRMNETRE
HE2023F 128 3N HILEE FFE AR
BEBERENZEREHAZRSHNE
ERRDRIINET 981 26.68 B % (2022 4 :
27.59188R) 518 ©

BRI RNt 98 ()

2023 2022
Number of Number of
shares shares
i3 EE R

Million B & Million B &

Weighted average number of ordinary shares at

K12B31HEBERN

31st December INREFHE 2,668 2,759
Effect of deemed issue of ordinary shares under the ~ {BRERIZEDARIE 5T B 1709 S @R 1D

Bank's share option schemes Z2HE = -
Weighted average number of ordinary shares 128N HEERMIMETHH

(diluted) at 31st December (%) 2,668 2,759
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20.Directors' Remuneration EEf$

RERTHRAT2023F K

Directors' remuneration disclosed pursuant to section 383(1) of the
Companies Ordinance and Part 2 of the Companies (Disclosure of

IR (R BEMERI) 5 383(1) R (AR (REES
Bk RN F 2B R ERBEFH W

Information about Benefits of Directors) Regulation is as follows: L
Salaries,
allowances Retirement
Directors' and benefits Discretionary Share scheme 2023
fees inkind bonuses options "/ contributions Total
A
ik RENKE HiETa AR BEKHEER ]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ARERR AEEER ABERT AEERT AEEET AEERR
Executive Chairman BiTiR
Dr. the Hon. Sir David LI Kwok-po ZEERT 07 18 38 21 11 201
Co-Chief Executives BEaTReE
Mr. Adrian David LI Man-kiu FRBRE 05 80 70 52 07 214
Mr. Brian David LI Man-bun FRERE 05 80 70 52 07 214
Non-executive Directors FanES
Prof. Arthur LI Kwok-cheung ZEEYR 06 - - - - 06
Mr. Aubrey LI Kwok-sing FEERE 06 - - - - 06
Mr. Winston LO Yaulai BRERE 05 - - - - 05
Mr. Stephen Charles LI Kwiok-sze FEMRE 05 - - - - 05
Dr. Daryl NG Win-kong BNLEL 06 - - - - 06
Mr. Masayuki OKU REZR4E 05 - - - - 05
Francisco Javier
SERRADO TREPAT
Dr. Francisco Javier SERRADO TREPAT {8 & 05 - - - - 05
Independent Non-executive Directors i FHTES
Dr. Allan WONG Chi-yun BTiEL 10 - - - - 10
Dr. the Hon. Rita FAN HSU Laitai HREREL 08 - - - - 06
Mr. Meocre LI Kwok-wing FERRE 09 - - - - 09
Dr.the Hon. Henry TANG Yingyen BT 1 - - - - 1
Dr. Delman LEE FEFEL 10 - - - - 10
Mr. Wiliam Junior Guiherme D00~ HR &% 4% 09 - - - - 09
Dr. David MONG Tak-yeung FEEEL 07 - - - - 07
17 278 1738 131 25 729

Note: The share options were granted to Executive Directors under the Bank's
Staff Share Option Schemes. The values of share options represented the fair
values of the share options granted in 2023 and prior years amortised over
the respective vesting periods without actual cash payment. The details of
these benefits in kind are disclosed under the paragraph "Information on Share
Options " in the Report of the Directors and Note 39.
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MBmEME (B

20. Directors' Remuneration (continued) = 25 il & (&)

Salaries,
allowances
Directors' and benefits Discretionary
fees in kind bonuses
A4

fig il BTEA

HK$ Mn HK$ Mn

HK$ Mn

AREER ABEER ABRER

Retirement
Share scheme 2022
options "/ contributions Total
RMRED  BEGBIRS “E
HK$ Mn HK$ Mn HK$ Mn

ABEER EBEER AREER

Executive Chairman HaER
Dr. the Hon. Sir David LI Kwok-po ZEEET 08 118 36 29 11 200
Co-Chief Executives BEmyes
Mr. Adrian David LI Man-kiu TRIEBRE 05 7 6.4 47 07 200
Mr. Brian David LI Man-bun TRMEE 05 77 84 48 07 198
Non-executive Directors FunER
Prof. Arthur LI Kwok-cheung TEEHR 06 - - - - 06
Mr. Aubrey LI Kwok-sing FEERE 06 - - - - 08
Mr. Winston LO Yau-lai BRERE 04 - - - - 04
Mr. Stephen Charles LI Kwok-sze FERE 04 - - - - 04
Dr. Daryl NG Win-kong o 06 - - - - 06
Mr. Masayuki OKU REZ%RE 05 - - - - 05
Francisco Javier
SERRADO TREPAT

Dr. Francisco Javier SERRADO TREPAT 2% 05 - - - - 05
Independent Non-executive Directors HIFEH{TES
Dr. Allan WONG Chi-yun E7MEL 09 - - - - 09
Dr.the Hon. RtaFANHSU Laital  BHERET 06 - - - - 06
Mr. Meacre LI Kwok-wing TEREE 12 - - - - 12
Dr.the Hon. Henry TANG Yingyen ~ BHE(EL 10 - - - - 10
Dr. Delman LEE TEAEL 09 - - - - 09
Mr. William Junior Guilherme DOO HREEE 08 - - - - 08
Dr. David MONG Tak-yeung SERET 08 - - - - 08

112 212 16.4 122 25 695

Note: The share options were granted to Executive Directors under the Bank's
Staff Share Option Schemes. The values of share options represented the fair
values of the share options granted in 2022 and prior years amortised over
the respective vesting periods without actual cash payment. The details of
these benefits in kind are disclosed under the paragraph "Information on Share

Options " in the Report of the Directors and Note 39.
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Notes to the Financial Statements (continued)

MmN E (B

21. Five Top-Paid Employees 5 &R =S H{EES

2023 2022

HK$ Mn BEEET HKSMn AR TET

Salaries and other emoluments HeMEMBME 41 39
Performance-related bonuses RIFEEEAL 26 24
Share options AR 17 16
Pension contributions RASHR 3 3
87 82

The remuneration of the five top-paid employees is within the following

SLFHMESNBREMNTIBENT ¢

bands:

2023 2022
Number of Number of
Employees Employees
BEAH BEAH

HK$ BT 7T
11,000,001 - 11,600,000 = 2
12,000,001 - 12,500,000 2 -
19,500,001 - 20,000,000 = 2
20,000,001 - 20,500,000 1 1
21,000,001 - 21,500,000 2 -

Included in the emoluments of the five top-paid employees were the
emoluments of 3 (2022: 3) Directors and 2 (2022: 2) senior management
members. Their director's emoluments have been included in Note 20
above.

22. Segment Reporting 93 28R &

S52FMEEMNEEPEIEI (20224 :
31i) BE R 21 (20224 : 2111) & B &1
AE o I E R £ BB E K Lt s
20 °

(a) Business Segments

The Group manages its businesses by divisions, which are organised by a
mixture of both business lines and geography. In a manner consistent with
the way in which information is reported internally to the Group's Senior
Management for the purposes of resource allocation and performance
assessment, the Group has presented the following eight reportable
segments.

Hong Kong operations divided into the following five reportable segments.

Personal banking includes branch operations, personal internet banking,
consumer finance, property loans, MPF business, and credit card business.
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22. Segment Reporting (continued) 93 BBER 5 (&)

(a) Business Segments (continued)

Wholesale banking includes corporate lending and loan syndication, asset
based lending, commercial lending, securities lending and trade financing
activities with correspondent banks and corporates.

Treasury markets include treasury operations and securities dealing.

Wealth management includes private banking business, investment
products & advisory and securities & futures broking.

Others mainly include trust business carried out by subsidiaries operating in
Hong Kong and other supporting units of Hong Kong operations.

Chinese Mainland operations mainly include the back office unit for Chinese
Mainland operations in Hong Kong, all subsidiaries and associates operating
in Chinese Mainland, except those subsidiaries carrying out data processing
and other back office operations for Hong Kong operations in Chinese
Mainland.

Overseas, Macau and Taiwan operations mainly include the back office unit
for Overseas, Macau and Taiwan operations in Hong Kong, Macau Branch,
Taiwan Branch and all branches, subsidiaries and associates operating
overseas.

Corporate management absorbs the regulatory capital cost of loan capital
issued by the Bank and receives, from Hong Kong operations, the interest
income on business activities funded by capital instruments issued by the
Bank.

For the purposes of assessing segment performance and allocating
resources among segments, the Group's Senior Management monitors the
results, assets and liabilities attributable to each reportable segment on the
following bases:

Segment assets include all assets with the exception of interests in
associates and joint ventures and assets held for sale. Segment liabilities
include deposits, financial liabilities and other liabilities attributable to the
individual segments.

Revenue and expenses are allocated to the reportable segments with
reference to interest and fee and commission income generated by those
segments and the expenses incurred by those segments or which otherwise
arise from the depreciation or amortisation of assets attributable to those
segments.
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Notes to the Financial Statements (continued)

B SRR MIEE ()
2023
Hong Kong operations &5 %15
Overseas,
Chinese  Macau and Inter-
Personal ~ Wholesale ~ Treasury Wealth Mainland ~~ Taiwan ~ Corporate  segment
banking  banking  markets management Others Total ~ operations operations management ~ elimination Total
MERE R 30 AR
fEART  HEBG HEGE MEER At g 5 RAEER O¥ER Y 4
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HK$Mn  HKSMn  HKSMn  HKSMn  HKSMn  HK$Mn
BUEER AMEER AMEER AMEER AMEER MMEEn AMAEn AMAEn AMAEn ANEEn ANEER
Net nterestincome/expense) VA 5653 2088 1352 W (5) 1008 4082 289 12 - e
Nonnterest income/(expense) FRIRHA/ EH) 1189 676 (4) 554 345 22 98 0 - (30)  38m
Qperating income TN 6,842 3564 1310 941 9% 12751 5060 2839 126 (30) 20746
Qperating expenses fTes (1792) (485) (194) (09)  (238) (5248 (3409 (805) - 30 (9432)
Operating profit/{oss) before ABRER 2T
impaiment losses &/ (58 5050 307 1116 B2 (284 750 1651 2034 12 - 1M
(Charge for)/write back of
impairment losses on financial SHIRHE (R /
instruments [ (128) (3652 9% (261) B (3%49) (1657) 123 = = (5:483)
Impaiment osses on associate BeNTHERL = - - - - - - (126) - - (1268)
Impairment losses on other assefs EftEERERL = = = > - - 6) - - - )
Operating profit{oss) after BfIRERK K0
mpaiiment losses &/ 55 4922 (573) 12 21 (2.287) 3554 (12) 1431 126 = 5099
Net proft{oss) on sale of assets held HEBBHESEY
forsdle Fafl/ (B8 - = = = 4 4 @ = 3 - 2
Net proft{oss) on isposalof HEMBAT/BEARZ
subsidiaries/associates BRI/ (BB - - - - 1 1 - (13) - - 1)
Net proft/oss) on disposal of HEETERL
fived assefs B/ (58 @ - - - 1 k) 1 - - - 7
Valuation osses on investment properties ~ ERREEER = = = = (84) (84) e @ = = (86)
Shareof roftsless osses of assocites ~~ EIERENTIRAELE
and jint ventures BRHER - - - - ) 9 51 251 - - bt
Profitoss) before taation e/ (58 4918 (573t B QI 38 S 18 % - 530
Depreciation for the year ERiTE (207) (19) (?) (9) (208) (453) (295) (59) - - (807)
Segment asssfs LR 124381 150293 233644 17488 1299 537105 23133 128647 - (4515 851962
Investments in associates and jont ventures BB AFRAELERE - - - - 48 I 3843 4493 - - 8384
Other assets - Assets held for sae HftEE- A HERE - - - - 15 3 - - - - 3
Total assefs e 4381 150293 233644 17488 132 537168 2318 133140 - (4515 860361
Totellibities BELE 368,753 4ug 35T 33026 3139 473613 206654 116422 - (dd54) 75203
Captalexpendture incurred during theyear ~ EEAEAER 5 % ? fl 245 519 457 2 - - 1008
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22. Segment Reporting (continued) 93 ZPIRES (&)

(a) Business Segments (continued)

(a) EEDE (A)

2022
Hong Kong operations (Restated &% £ (E5)
Overseas,
Chinese  Macau and Inter-
Personal ~ Wholesale ~ Treasury Wealth Mainland ~ Tawan ~ Corporate  segment
banking  banking  markets management Others Total  operations  operations management  elimination Total
hERY EREH pilivd
fEART  HEBG  HERE HMEER K ] £ RREER  GEEE  2AMH ]
HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn
AMAEn RYEER AMEET BMEER RREER AMEEn AMEER AVEET AMAEn RMEER AYEER
Net nterest income/expense) FHIRRA/ () 4007 289 (1) %7 (08) 708 3997 21T % - B8
Non-iterest ncome FHHRMA 1249 657 m 55 5 34% 80 3 - () 4448
Operating income: =T 0N 5256 3516 354 932 486 10544 4857 2356 26 (29) 17954
Qperating expenses s (1719) (500) (i68) (368) (2401 (5,40) (3374) (739) - 29 (9.224)
Operating proft{oss) before FREERR 22
impeiiment losses wl/ (58 3543 3016 18 574 (198 5404 1483 1617 0 - W
Impairment losses on financia instruments~ $ETEHERL (@ (32%9) (10) (40) - B4 (08 (340) - - W)
Impairment losses on other assets EhEEdERL - - - - - - ®) - - - @)
Qperating profit/{oss) ater BlknERR S
impairment losses w58 346 (212) i B4 (98 19 (68 11 P -
Net proft{oss) on sale o assets held HERERHEEEL
forsae FRAl/ (58 - - - - ide 14 i - - S 3
Net loss on disposal of HEWBLR/BENTL
subsiciaries/associates 25E - - - - ) (1) - - - - (1)
Net profit{oss) on isposalof HEETEEL
fied assets Fafl/(58) (16) - - - - (16) U fl - - il
Valuation losses on investment properties ~ EfSRENEER - - - - (m (m - 2 - - ()
Shareof roftsless osses of associates~~ EERENTIRAERE
and jint ventures BRHEE - - - - (9 ] 21 643 - - 8%
Proioss) efore avation IREER (B 30 () L T - I % - 4w
Depreciaton for the year ERFE (239) (1) ) U] (246) (520) (286) (56) - - (862)
Segment assets NPEE 12011 163414 23129 2679 1560 549083 245349 126730 - (d7405) 873737
Investments n associates and jont ventures BB AFRAELERE - - - - 5 5% 389 51 - - 9061
Other assets - Assets held for sale HftEE-FEfFHELE - - - - I3 B 2 - - - xa
Total assets BEUE PO B34M 2329 WE1 MRS 59N 249254 118N - () e
Totd liabiltes BT W ST5 HTY B 200 T 20008 16307 - (%) Te4T
Capita expenditure incured duing theyer ~ EEMARER 108 3 63 g 1 £ 4 8 - - 79
Note:  The financials of Hong Kong operations have been restated to conform to the it BRI BB E CAAER 748

current year's presentation that reflected the organisational restructure during

the year. The restructure includes regrouping MPF business from "Others"

segment to "Personal banking" segment, regrouping merchant acquiring
business from “Personal banking " segment to “Wholesale banking " segment,

and combining previous "Centralised operations" segment and "Others"”

segment into one single "Others " segment under Hong Kong operations.
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MmN E (B

(b) Geographical Segments

RERITERATI2023F R

(b) & 53 8B
e NEz EHERBEEEREREN

The information concerning geographical analysis has been classified by the

location of the principal operations of the entities and branches of the Bank

responsible for reporting the results or booking the assets or, by the location

where the subsidiaries or business units with special risks associated with

REEARZBREAAITZOTHEEE
BPrTEMtEL SR RN B AR R EF BN
2 EERNGERER PR T UE

operations originate. bald
2023
Other Asian Inter-
Chinese Countries segment
Hong Kong Mainland and Regions Others elimination Total
Hethzz HEEZ
&E HERM BERRME Htt XK 4azs
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BRI AEEEx A¥EExT BEEET AY%EER BAFEET
Operating income BEUWA 13,181 5,031 888 1953 (307) 20,746
Profit/(loss) before FrfR AT EA
taxation (§518) 3512 83 (188) 1,903 - 5,310
Total assets BERT 537,607 234,486 48,322 84,781 (44,835) 860,361
Total liabilities BEHEE 473,670 206,304 40,901 75,525 (44,365) 752,035
Contingent liabilities
and commitments  SIAEE R AL 90,012 270,752 7,795 6,533 - 375,092
Capital expenditure
during the year FEREAMZ 521 456 20 1 - 1,008
2022
Other Asian Inter-
Chinese Countries segment
Hong Kong Mainland and Regions Others  elimination Total
H gz HEEZ
&2 HERM BERRtE Htt 5K “azm
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEOET AEEEx AYEEx BEEERxT AYEER BYEET®
Operating income RS 11,081 4,832 770 1,590 (319) 17,954
Profit/(loss) before PRI En A,
taxation (F518) 3167 (179) 938 1,015 - 4,941
Total assets BEMREE 549,662 248,570 51,427 80,336 (47,170) 882,825
Total liabilities BEEE 487,253 219,631 43,686 72,621 (46,712) 776,479
Contingent liabilities
and commitments T IAE B K AKIE 94,745 242,178 8,729 6,749 - 352,401
Capital expenditure
during the year FEREAMZ 327 442 24 4 - 797
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23. Cash and Balances with Banks (Note 47(a)(ii))
& REIRITHETE BaE47(a)(ii)

2023 2022
HK$Mn BEEET HKSMn BEEET
Cash in hand Re 1,417 1,465
Balances with central banks FEHRRIBTHET 32,139 34,496
Balances with other banks FEMIBTHNGT 12,348 18,620
Gross carrying amount before impairment allowances — F{1FRE B % 2 BREEAZZR 45,904 54,581
Less: Impairment allowances (Note 43(a)(ix)) B ORBEE (B15E43(a)(ix) (1) (2)
45,903 54,579
24. Placements with and Advances to Banks (Note 47(a)(ii))
/= + =+ o .
ERITRTERR BB (H1 52 47(2)(ii)
2023 2022
HK$ Mn B EET  HK$Mn BHEET
Placements with and advances to banks ERITNEZTRBR
Maturing Z| HRHARR
- within one month —1fEB R 40,885 52,337
- after one month but within one year —1EBZE1ER 2,808 7,867
- after one year —15F%& = -
Gross carrying amount before impairment allowances AN (E E# ~ EREEAEEE 43,693 60,204
Less: Impairment allowances (Note 43(a)(ix)) B REER (M5 43(a)(ix)) (2) (1)
43,691 60,203
Of which: He:
Placements with and advances to central banks ERRIBTHNER RS 2,142 495
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MmN E (B

25. Trade Bills B 5 Z#

2023 2022
HK$ Mn BEEET HKSMn BEEET

Measured at amortised cost R AT E
Gross carrying amount before impairment allowances R B2 & 2 IREELEEE 251 41
Less: Impairment allowances (Note 43(a)(ix)) B BEEE (WaF43(a)(ix) = -
251 41

REREMEZEREURBRATER
Measured at FVOCI FtE 122 488
373 529
26. Trading Assets XZHBREE

2023 2022

HK$Mn BEEET  HK$Mn BEEET

Treasury bills (including Exchange Fund Bills) BEES (BN EESER)
(Note 47(a)(ii) (B a2 47(a)(ii) = 292
Debt securities (Note 47(a)(ii)) &85 (MfsL47(a)(i) 2,764 983
Equity securities R385 285 255
3,049 1,530
27. Loans and Advances to Customers BB B KR EH
(a) Loans and Advances to Customers (a) EEEFRRBH:
2023 2022
HK$ Mn BEEET HKSMn AR EET
Gross carrying amount before impairment allowances &R (E % & 2 EREE 4248 532,111 549,014
Less: Impairment allowances (Note 43(a)(ix)) B OREERE (M5 43(a)(ix) (5,127) (6,620)
526,984 542,394
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MBmEME (B

27. Loans and Advances to Customers (continued) 2% P S K8 (@)

(b) Loans and Advances to Customers — by Industry Sectors (b) EREDRMBR—IRITENE
The analysis of gross advances to customers and the percentage of secured BITEDENT R BNEELBIRRENR
advances by industry sector is based on the categories and definitions used NEDEERZREERATRAWNENNE
by the HKMA. %o
2023 2022
% of gross % of gross
advances advances
Gross covered by Gross covered by
advances collateral advances collateral
st BEAER
Bnan HWESL b HERL
HKS Mn BB EET %ERE  HKSMn AEEER %ERHE
Loans for use in Hong Kong AEEERNER
Industrial, commercial and financial THEER
- Property development R EE 28590 59.39 36872 59.19
- Property investment -MELE 50,155 92.35 52,366 957
- Financial concerns -SRIt 14,171 54.48 14,892 67.56
- Stockbrokers -REEL 1218 9177 708 9954
- Wholesale and retail trade —HERTEX 5,996 53.85 6,560 56.18
- Manufacturing —RER 3219 39.40 4,485 29.00
- Transport and transport equipment —BEHNEHRE 4,106 50.05 5495 422
- Recreational activities —REED 108 99.41 347 9376
- Information technology GRS 2,093 63.13 1438 34.22
- Others —Eft 20,868 54.76 16,062 4900
Subtotal gt 130524 70.14 139,425 69,69
Individuals fBA
- Loans for the purchase of flats in the -BEIRERHEHE)
Home Ownership Scheme, Private MALREEHEL N
Sector Participation Scheme and BEEHRHE)
Tenants Purchase Scheme BFEX 1,081 99.10 1200 99.97
- Loans for the purchase of other
residential properties -BEEMAENENES 96,147 9953 91944 99.95
- Credit card advances —ERRER 4,740 0.00 4115 000
- Others —Eft 20,555 58.71 24,367 55.23
Sub-total gt 122523 88.83 121626 8761
Total loans for use in Hong Kong TEEFRANENLE 253,047 79.19 261051 7807
Trade finance R 5,592 3297 5110 3856
Loans for use outside Hong Kong (Note) ~ EEELUMERMNET (32) 213472 35.82 282,853 3650
Total advances to customers RERSAE 532111 56.41 549,014 55.75
Note:  Loans for use outside Hong Kong include the following loans for use in Chinese it TEBBLIMEFI B EFEL FEF
Mainland and loans for use outside Hong Kong and Chinese Mainland. EAR (& AR E 50 R 1E 2578 K A EIA
L IMEFBIE R ©
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Notes to the Financial Statements (continued)

B F5ER R MIEE (48)
2023 2022
% of gross % of gross
advances advances
Gross covered by Gross covered by
advances collateral advances collateral
BIEAEH BiEARH
L EEH] HMESL B bR HEML
HK$ Mn BB EER BENE  HKSMn BEEET %ERE
Loans for use in Chinese Mainland ETERHERNER
Industrial, commercial and financial ThsE
- Property development -NEER 29598 4316 38339 3392
- Property investment -MELE 779 67.72 10,918 7661
- Financial concerns ~£RtE 43,746 10.19 43,747 0.79
- Stockbrokers -REge 440 100.00 678 100.00
- Wholesale and retail trade -“HERTEZX 8,509 10.42 9,331 1391
- Manufacturing —HEE 14,255 1.35 13,291 1776
- Transport and transport equipment -ERAEERE 1921 61.89 2017 8144
- Information technology -G E 1194 074 1,994 027
- Others —Hft 18123 14.07 18709 1163
Sub-total NG 125,582 22.80 139,084 2056
Individuals A
- Loans for the purchase of other
residential properties -BEHMEENENER 10,398 99.96 13139 100.00
- Credit card advances -EEFEN 3825 0.00 4962 0.00
- Others —Hft 18,552 367 16,340 334
Sub-total NG 32775 3379 34,441 3973
Total loans for use in Chinese Mainland TEFERMERNESAE 158,357 2508 173525 24.37
Loans for use outside Hong Kong and EEARRERMMIMEBNED
Chinese Mainland
Industrial, commercial and financial THsE
- Property development -NEER 8,239 50.27 1,335 56.55
- Property investment -MELE 33,696 7120 40,054 7858
- Financial concerns ~£RtE 14,109 7380 3379 4154
- Wholesale and retail trade ~HERTEX 4808 15.39 4184 1843
- Manufacturing —BE% 15,032 141 13440 369
- Transport and transport equipment - BHAERRE 2,693 4413 3,069 4494
- Recreational activities —[REEE) 885 80.27 517 9478
- Information technology -G E 4741 366 4063 812
- Others —Hft 21536 40.97 25,444 45.35
Sub-total NG 111,739 4911 105,485 5147
Individuals A
- Loans for the purchase of other
residential properties -BEHMEENENER 3,207 99.91 3,767 100.00
- Credit card advances RS 1 0.00 2 0.00
- Others —Hft 8 99.65 74 87.24
Sub-total NG 3376 99.86 3843 9970
Total loans for use outside Hong Kongand & B R FERMLUIMERNER
Chinese Mainland e 115,115 50.60 109,328 5316
Total loans for use outside Hong Kong TEBMERNESAE 213472 35.82 282,853 3550
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27. Loans and Advances to Customers (continued) 2% P S K8 (@)

(b) Loans and Advances to Customers — by Industry Sectors (continued)

Individually impaired loans, as well as relevant information, in respect

of industry sectors which constitute 10% or more of total advances to

customers are as follows:

(b) ERERRBR-RTESE @)

EEPBERBIEE D Z T ERITES
EERAENERUNERMERNT

2023 2022
HK$Mn B EET HK$Mn Bl EET

(i) Property development () MEZRE
a.  Individually impaired loans a. BENBRENER 7,581 8,114
b. Specific provisions b, FEREE 2,162 2,643
c. Collective provisions c. HEEERE 404 502
d.  New provision charged to income statement d. RERZHENESR 2,157 2,949
e.  Written off e. s 3934 659

(i) Property investment (i) MERE
a.  Individually impaired loans a. BEBENER 4,094 3325
b. Specific provisions b, FEREE 441 956
c. Collective provisions c. HEEE 67 286
d.  New provision charged to income statement d. RmRZHENES 227 589
e.  Written off e. JifisH 910 805

(iii) Loans for purchase of residential properties (i) BEEMETYENEDR

a.  Individually impaired loans a. BEBBENER 359 318
b. Specific provisions b, FEFREE 12 13
c. Collective provisions c. EEERE 25 40
d.  New provision charged to income statement d. HRmkZHENEE 17 34
e.  Written off e. JifisH 1 3

(iv) Financial concerns (iv) &R
a.  Individually impaired loans a. BERBENER 640 43
b. Specific provisions b. FEFREE 50 27
c. Collective provisions c. EEEME 121 18
d.  New provision charged to income statement d. HRmkZHENEE 140 107
e. Written off e. JfisH 45 -

The specific provisions represent lifetime expected credit loss provisions for

credit impaired (Stage 3) exposures and the collective provisions represent

the 12-month and lifetime expected credit loss provisions for non-credit

impaired (Stage 1and Stage 2) exposures.

- 189 -

RHRERIERECEERBRESOIANE
HEEERK (BMBR) EENREBEERE
FRESERBEI2ERREHIANTE
HEERK (E—TERRE MR %#4E -



Notes to the Financial Statements (continued)

MmN E (B

RERITERATI2023F R

(c) Loans and Advances to Customers — by Geographical Areas

The information concerning the breakdown of the gross amount of advances
to customers by geographical areas is derived according to the location
of the counterparties after taking into account any transfer of risk in
accordance with the requirements of Banking (Disclosure) Rules. In general,
such transfer of risk takes place if the claims are guaranteed by a party in a
country which is different from that of the counterparty or if the claims are
on an overseas branch of a bank whose head office is located in another
country. The location of a party is determined by its residence which is the
economic territory under whose laws the party is incorporated or registered.
This requirement is different from the allocation under segment reporting
in Note 22 which is prepared in a manner consistent with the way in which
information is reported internally to the Group's Senior Management. The
specific provisions represent lifetime expected credit loss provisions for
credit impaired (Stage 3) exposures and the collective provisions represent
the 12-month and lifetime expected credit loss provisions for non-credit
impaired (Stage 1and Stage 2) exposures.

(c) ERERKRBR-—REHEHSHE

RIE(IR1T2E (UKER) RA) - R BB
RESDERRERZHFIFREM
I EEBARRARRSHE - —RME >
BRRRNERESIIFRZH FFriEt
BRI — 5 R ZEENETHR
BEIRITONBINDIT > MAZRITRIEIMNS
BRI IF RN 5 FRIFRFEM - B B (B hE
BmE—ERKEBE S —EEK - —7
BIFFTEM B HE (EMRTE > MZEEME
ZAR M E LRV A R TR E B
B o WEKREMFE 22 D BRENDECA
[ RENRRGEZEABEREN TE
EsEEEABNT AR B - 5H%E
BIEREEERRESVIMANERES
B (B=MR) EHNEBRERISIFRE
FERER12EAMENHANNREREER
K (55— PEER Re 55 —PRER) 2245 o

2023
Advances

Total overdue for Impaired
advances to over three  advances to Specific Collective
customers months customers provisions provisions

ERB%  amsfEs HEER
fam NEMEBR B RHER BRER
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEOET BE¥EErT  AfEEx  A¥EREx  BEEER
Hong Kong 55 251929 2329 4,863 825 215
Chinese Mainland HREI i 174,954 5,393 8,567 2,648 1,072
Other Asian Countries and Regions ~ Eft1ZENEIR K& 31279 61 1M 31 121
Others Hih 73949 297 793 32 183
Total 1B 532,11 8,080 14,334 3536 1,591

% of total advances to customers HEFENEENE LT 2.69%
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27. Loans and Advances to Customers (continued) 2% P S K8 (@)

(c) Loans and Advances to Customers — by Geographical Areas (continued) (c) EFEFRNBR—1ZEH S (@)

2022
Advances
Total overdue for Impaired
advances to over three  advances to Specific Collective
customers months customers provisions provisions
EFER  BE3EAR REER
faE MLEmBR B3 R 2ot
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET AEEEn  ABYEEn  BEEER  B%EER
Hong Kong BN 270,332 552 1924 813 450
Chinese Mainland HEIFy 183,886 4,405 10,824 3,623 1,069
Other Asian Countries and Regions ~ EftTz MEIR K& 30,227 48 58 8 109
Others Hih 64,569 - 339 74 474
Total am 549,014 5,005 13,145 4518 2,102
% of total advances to customers EEPRTEENEAT 2.39%
Impaired loans and advances are individually assessed loans with objective BEERNZERZERNHREERESERE
evidence of impairment on an individual basis. The above information by MAERFHENEMR o iR &EEHiERN
geographical areas is derived according to the location of the counterparties Hifl> BREBEXZHFHOMEMTEEE
after taking into account any transfer of risk. ERREERE -
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(d) EFERRBR-RERENFRER
ERERRBREEURERELLHEL
B - REMEEERRNREEE N
TARER » REREWNT

(d) Loans and Advances to Customers — Net Investment in Finance Leases
Loans and advances to customers include net investment in equipment
leased under finance leases. The total minimum lease payments receivable
under finance leases and their present values at the year end are as follows:

2023 2022
Present Interest Present Interest
value of the income Total  value of the income Total
minimum relating minimum minimum relating minimum
lease to future lease lease to future lease
payments periods payments payments periods payments
BEHE ELP REHE RIEHE EE S REHE
fIFRE FISHA INE L] fIHRE Y ON INE L]
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET AREErx A¥SREx BEEET BEP¥EERT  B¥EERn
Amounts receivable: FEUERER :
Within one year MR 165 72 237 179 69 248
After one year but within
two years 1ENBE2ER 148 64 212 151 62 213
After two years but within
three years 2ENBREIER 138 58 196 14 56 197
After three years but within
four years SELREAER 130 52 182 124 51 175
After four years but within
five years AFPBESER 124 47 171 120 48 168
After five years SELE 1463 312 1,775 1614 336 1,950
2168 605 2773 2329 622 2,951
Less: Impairment allowances 1 : BB (12) (10)
Net investment in finance leases REETHEHFIRE R 2,156 2,319

MERENFREABRRRIEE R ERLE
MRIEFBHRR KPR - KRB R
WA 5T o

The net investment in finance leases is carried on the statement of financial
position as loans and advances to customers. No accrual is made for the
interest income relating to future periods.
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28.Investment Securities ¥ & ;

2023
Treasury bills
(including
Exchange  Certificates of Debt Equity Investment
Fund Bills) deposit held securities securities funds Total
BEfS
(EHESME
EEER) HERH BH%ES 4 ok REEe fagm
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEET AREET BEERT BEEET BEEET
Investment securities measured  REESAF ARG ERE
atamortised cost il
Gross carrying amount before FRAEEZ
impairment allowances REELE 2,660 1103 8,099 - - 11,862
Less: Impairment allowances B OREERE - - (672) - - (672)
2,660 1103 7427 = = 11,190
REBEMPENE
Investment securities measured NRMATEE
at FVOC| SEREES 21914 - 124,347 959 - 153,220
BEIRERBEN
Investment securities mandatorily REATER
measured at FVTPL HERERS - - 2,076 - 784 2,860
30574 1103 133,850 959 784 167,270
2022
Treasury bills
(including
Exchange  Certificates of Debt Equity Investment
Fund Bills) deposit held securities securities funds Total
HEf%
(BHESME
EEER) HEGTH BH%ES RfiEs REEg fagm
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HKS$ Mn HK$ Mn
L BEEET BEEET BEERT BEEER BEEER
Investment securities measured  REESAF ARG ERE
at amortised cost Fikss
Gross carrying amount before KB REEZ
impairment allowances REELE 2428 809 11,630 - - 14,867
Less: Impairment allowances B OREERE - - (405) - - (405)
2,428 809 11225 - - 14,462
REBEMPENE
Investment securities measured URBATEE
at FVOC| STEREES 22390 - 105,167 839 - 12839%
BEIRERBEN
Investment securities mandatorily RBATEE
measured at FVTPL SHERER - - 3270 7 842 4,149
24,818 809 119,662 876 842 147,007
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Equity Securities Designated at FVOCI

2023

Fair value

ATEE

RERITERATI2023F R

EEABBEMEEWREURBQTER
BIBR 1335 35

2022
Dividend Dividend
income income
recognised Fair value recognised
BHDRSMA NTEE  BESRIKA

HK$Mn BBEET  HKSMnBBEET  HKSMnBEEET  HKSMn BEEER

Equity investments held for long-term BEERBREERN
strategic purposes BiE 959

34 839 16

As at 31st December, 2023, equity securities designated at FVOCI amounting
to HK$959 million (2022: HK$839 million) were held for long-term strategic
purposes, of which HK$809 million (2022: HK$694 million) was attributable
to the fair value of the Bank's investment in China UnionPay Co., Ltd. None
of these strategic investments was disposed of during 2023 and 2022, and
there were no transfers of any cumulative gain or loss within equity relating
to these investments.
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$52023E12 A 31 B »IFEERAKERS
ZIEEABBEMEENREURBATE
BN ESH LA B 959E T (2022
& BHE8.3918 ) » HAEME8.09MR T
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29. Investments in Subsidiaries i B AT E

The following list contains only the particulars of subsidiaries which
principally affected the results, assets or liabilities of the Group. The class of
shares held is ordinary.

NTHEeR ey rEEmxE - EEK
BB AT - thERNE

BEBEKX
ZERD ©

=2

)

Details of these companies are as follows: HERBBFBENT :
% Held by
Place of The Group
incorporation and The Bank (Note 3)
Name of company operation Issued and paid-up capital 17 KEFEET  Nature of business
PAGEL EMRERNE  BRORARRE Pt (#3)  FHKE
Ample Delight Limited Hong Kong HK$ 1 450,000,00075 100% Investment holding
ARERAT &H REZER
Bank of East Asia (Trustees) Limited Hong Kong HK$ 7% 150,000,000 7T 100% Trustee service
RRT (E) BRAR &H (Che
BEA Union Investment Management Limited ~ Hong Kong HK$ 1 374,580,000 7 51% Asset management
FOHSREEEERAT &H EEEE
BEA Union Investment Management PRC US$7,000,000% 7T 51% Asset management/Investment
(Shenzhen) Limited (Note ) FE \REE management
HOHSREEE (R BRAE (1) BEEE/REEE
Central Town Limited Hong Kong HK$ B 27T 100% Property investment
EPEXERAT B NERE
Century Able Limited Hong Kong HK$ £ 14929752849 7% 100%  Investment holding
REERAT &H REZR
Corona Light Limited BVI HK$ 1929,752,849 71 100%  Investment holding
EERYES REER
Credit Gain Finance Company Limited Hong Kong HK$ #640,000,0007 100% Money lenders
FENBERAT &H BEA
Crystal Gleaming Limited BVI HK$ B 929,752,849 7% 100% Investment holding
EERYES REER
Dragon Jade Holdings Company Limited Hong Kong HK$ 7 11127,510,0007C 100% Investment holding
SRERBRAT &H REZER
East Asia Digital Information Services PRC US$3,000000 %7t 100%  Servicing
(Guangdong) Limited (Note 7) hE AR LA R%

ROHBEERE (ER) BRAF &)
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B SRR MIEE ()
% Held by
Place of The Group
incorporation and The Bank (Note 3)
Name of company operation Issued and paid-up capital 1T KEFEEST  Nature of business
RE%TE AMRERHE  EETRARKRS PR (#3)  RH#E
East Asia Holding Company, Inc. (Note 2) USA. US$5%7T 100% Investment holding
ESE REER
East Asia Securities Company Limited Hong Kong HK$ 25,000,000 7T 100% Securities broking
FoESERAT & #HEE
East Asia Services (Holdings) Limited Hong Kong HK$ %%10,000 7T 100% Holding company
REMRE (FR) ERAR &8 b NG|
Skyray Holdings Limited BVI HK$ 7 450,000,0007 100% Investment holding
EBRYEE RERR
Speedfull Limited BVI HK$ 1 450,000,00075 100% Investment holding
BBRUES REER
The Bank of East Asia (China) Limited (Note 1) PRC CNY AE¥14,160,000,000 7T 100% Banking and related financial
R ERTT (FE) BIRAE (W) hEANREAE services
RITREBNERES
Note: Fi 3
1. Represents a wholly foreign owned enterprise registered under the PRC laws. 1. I5REBEFENRHAFEEOIFMEIE
TEHEE -

2. Audited by auditors other than KPMG with total net assets and total income 2 IFHEEE S EEERNI NG B
constituting approximately 0.6% and less than 0.1% respectively of the related IR FZ Z EE AN AABEE S B
consolidated totals. 1 1B RHAR S AR BRHY 0.6% K AR F: 0.1% ©

3. Entities held by the Bank's subsidiaries. 3. BEMIRITZ FRERFE °

30.Investments in Associates and Joint Ventures Bt & AT RS E ¥R E

2023 2022

HK$ Mn B EET HKSMn BEEET

Share of net assets EILFEE 9,469 9,408
Goodwil B 440 452
9,909 9,860
Less: Impairment allowances B OREEE (1525) (799)
8,384 9,061
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30. In\(gstments in Associa’ges and Joint Ventures (continued)
BENTINREGELERE®@

The following list contains only the particulars of principal associates and joint

NFERBEAEENTEHERRR

ventures. BERZE-
% of ordinary shares
Bk
held by
The Group

Place of (Note 1)

incorporation The Bank %8
Name of company and operation 81T  FR{&#%E  Nature of business
AR R it s (#1) EBUE
Associates B & A7)
Listed L
AFFIN Bank Berhad Malaysia 23.93% Banking and related financial business

R BIREHANSHESR
Unlisted JE £
Brilliance-BEA Auto Finance Co., Ltd. PRC 22.5% Auto finance and other related financial
ERRTRESHERATR FE AR EFME businesses

REERLEMBRSRER

Dolford Property Holdings Limited BVI 30% Property investment

HEEYHE MELE
East Asia Qianhai Securities Company Limited PRC 49% Securities business
RDABEFEREART i \REAE BHEH
GUOTONG Trust Co,, Ltd. PRC 15.38% Trust and other financial business
EREEEERETLT i \REAE ERREMSHER
Industrial and Commercial Bank of China (Canada) Canada 20% Banking services
FETHERT (NEX) BRAF meX RITIR
Industrial and Commercial Bank of China (USA) N.A. USA. 20% Banking services
FEITERT (RE) E3E] RITIR
Million Fortune Development (Shenzhen) Co., Ltd. PRC 25% Property development
EREE (FI) BRLAR FE R EAE MEERE
Platinum Holdings Company Limited Cayman Islands 30% Investment holding

HEHE BREZR
Shanghai Ctrip Financial Information Services Co., Ltd. ~ PRC 9.6% Financial services
LEEREREEREERAR hE \NREAE SRR

Note: 22N

1

Entities held by the Bank's subsidiaries.
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At 31st December, 2023, the fair value of the Group's investment in AFFIN
Bank Berhad ("AFFIN") based on the quoted market price had been
persistently below the carrying amount. As a result, the Group performed an
impairment test on the investment using a value-in-use ("VIU") methodology
and this demonstrated that the recoverable amount of the investment was
HK$3,012 million. The recoverable amount was lower than the carrying value
of HK$3,738 million, thus an additional impairment charge of HK$726 million
was recognised in 2023 (2022: no impairment charge). The VIU calculation
uses discounted cash flow projections based on AFFIN's latest forecast of
financial results and estimates made by the Group's management for the
next five years and extrapolating in perpetuity using a long-term growth rate
of 3% to derive a terminal value. Discount rate of 12.03% (2022: 11.95%),
which is based on a Capital Asset Pricing Model calculation for AFFIN, is used
in the VIU calculation.

The following table illustrates the impact on VIU of reasonably possible
changes to key assumptions. This reflects the sensitivity of the VIU to each
key assumption on its own and it is possible that more than one favourable
and/or unfavourable change may occur at the same time.

RERITERATI2023F R

#2023 F12B31H BT HBHRENA
F{EE > A% E ¥ AFFIN Bank Berhad
(TAFFINI) Z &N EFFEEFAREE ©
Atk > AEE I IER B EBEREE
HARETRENS  ARBERIEELEE
By A] IR Bl 58 2 A1 30.12 & 7T o AL A UR
ElEEREFBIE 37.38 BT Z AR {E » ALt
2023 FHERERINEIE 7.26 (BITHYRETR
K (2022 F 2B REBK) - FEREEE
FERATEEEERBAEFAFFINRITMN
M EENTERAN R R R AFH -
ITRIBERETER > WEHA 3% RIHBESE
KAMHHEBHKIREE - TEBESES
ERERENAFFINGE A E EEEHEER
5T E 1S HB912.03% (2022 £F : 11.95%) 3T
WEo

TRINEFERROFETELEHHER
BEEENRE AHENRREREE
HEFZRRASHYEE - BB—EE
/A SE B O REREF AL -

Favourable change Unfavourable change

BREH N5
Increase in VIU VIU Decrease in VIU VIU
EREEEM fEREE ERBEHY fEREE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET  ABEER BEEEr  ABEER

At 31st December, 2023 1202312 31H

Discount rate RE -50 bps B2 199 3211 +50 bps HE (1) 2,835
Long-term growth rate REBEXR +50 bps B 2 3014 -50 bps HE (3) 3,009
Expected cash flows BEHRER +10% 302 3314 -10% (301) 271
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30.Investments in Associates and Joint Ventures (continued)

BEQRARGEERRE®

2023 2022
HK$Mn BEEET  HKSMn BEEET
Aggregate information of associates and ERARERBERANAEREY
joint ventures that are not individually material WM&
Aggregate carrying amount of individually immaterial
associates and joint ventures in the consolidated BRIFEARBE AR NEELER
financial statements RAEVBRRZANERRE 8,384 9,061
Aggregate amounts of the Group's share of those EEEGLZERE QT
associates and joint ventures ﬁﬁ%zwﬂlﬁéﬁ
Profit after tax REFEEEET 293 855
Other comprehensive income Hthzmias (217) (511)
Total comprehensive income EURRLREE 76 344
Reconciliation of carrying amounts to the Group's total BREIESEAREERHE QT
interest in the associates and joint ventures BELENRD AR
Carrying amount of material associates and joint EAMERBNAEREL
ventures fREE - -
Carrying amount of individually immaterial associates BRI FEABE N NEGELEY
and joint ventures IREE 8,384 9,061
Interest in associates and joint ventures in the EREMBRRPBHEAT
consolidated financial statements SErEER 8,384 9,061

31. Goodwill and Intangible Assets B2 & EREE

Goodwill and intangible assets include goodwill arising on business

combinations and acquired intangible assets. Acquired intangible assets are

amortised over their estimated economic useful life.

BELBTLEECEREBSHEENS
g&%)\ﬁﬂ;iéé cBARVEERAM

SHQE (BB 8E o

2023 2022

HK$Mn BEEET  HKSMn BEEET

Goodwil k) 1,460 1,460
Acquired intangible assets BARKEE 392 410
1852 1870
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B F5ER R MIEE (48)
(a) Goodwill (a) FHE&
2023 2022
HK$Mn BEEET  HK$Mn BEEET
At 1st January and 31st December K1B1ER12B31H 1,460 1,460

Impairment tests for cash-generating units containing goodwill
Goodwill is allocated to the Group's cash-generating units (CGU) identified
according to business segments as follows:

BEEENRSEERUMENR
FEBREBHBOLEHE T AIHHOER
TEEBMOT

2023 2022

HK$Mn B EET  HK$Mn B EER

Personal banking BARIT 849 849
Wholesale banking HEEERIT 453 453
Treasury markets HEMS 158 158
1460 1,460

The recoverable amount of the CGU is determined based on value-in-use
calculations. These calculations use cash flow projections based on financial
budgets approved by management covering a five-year period. Cash flows
beyond the five-year period are extrapolated using the estimated rates stated
below. The growth rate does not exceed the long-term average growth rate
for the business in which the CGU operates.

The discount rate used for value-in-use calculations is 9.62% (2022: 7.98%)

and the long-term growth rate is 3% (2022: 3%).

Management determined the budgeted net profit based on past
performance and its expectation for market development. The weighted
average growth rates used are consistent with the internal forecasts.
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31. Goodwill and Intangible Assets (continued) 12 M EA & E @)

(b) Intangible Assets (other than Goodwill)
Intangible assets consist of building naming rights only. Intangible assets
are stated at cost less accumulated amortisation and impairment loss (Note

2(r)).

Amortisation of intangible assets with finite useful lives is charged to the
income statement over the assets' estimated useful lives. The following
intangible assets with finite useful lives are amortised from the date they are

available to use and their estimated useful lives are as follows:

Naming rights: Over the shorter of the lease period of building or land

Both the period and method of amortisation are reviewed annually.

(b) B EE (BRI
B EEROEREEYHLE BEEE
AR bR R et i ROR BB TER (MY s
2(r))

AIREAHNETEELEG A
RUER A - U ARER A E
P& ER P ER B LU T8 E 5t = A
HABEEK

Rt L IERY R TMMERENEE
2

SRR AR #IETT % o

2023 2022
HK$Mn B EET  HK$Mn Bl EET
Cost (D7
At 1st January K1B1H 1,402 1,404
Exchange adjustments ERAE = (2)
At 31st December ’12B31H 1,402 1,402
Accumulated amortisation B £
At 1st January PK1B1H (336) (323)
Amortisation charge for the year FENEH (13) (13)
Exchange adjustments [E R = -
At 31st December K128 318 (349) (336)
Impairment allowance BEEE
At 1st January K1B1H (656) (656)
Charge for the year FERNZH (5) -
Exchange adjustments P& R = -
As at 31st December 7128318 (661) (656)
Carrying amount at 31st December K12 BN HEREE 392 410
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32.Fixed Assets EE & &E

2023

Right-of-

Right-of-  use assets -

Furniture, use assets - Furniture,

Investment Bank fixtures and Bank fixtures and
properties premises  equipment Sub-total premises  equipment Sub-total Total

fERkEE

i« f8 EREEE &
kEmE it ki It - RERRE gt a5

HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HKSMn  HK$Mn
A¥EEn  ARBAn  BREEn  ANEAm  EREAn  AREERm  RREAn  AREER

Cost or valuation RATEE
At st January, 2023 202351510 5,166 8,064 6478 14,542 1304 25 1329 21037
Additions BE = 13 667 680 326 2 328 1008
Revaluation deficit Edf (86) - - - - - - (86)
Disposals = - (24) (191) (215) - - - (215)
Revaluation surplus on bank
premises upon transfer to MRS
investment properties BALENE
(Note 42(6)) (Hizt420b)) - 13 - 13 - - - 13
Transfer from bank premises to
investment properties mTIEARENE 24 (24) - (24) - - - -
Expiry/termination of lease contracts 5|5/ IS A4 = - - - (199) (4) (203) (203)
Less: Elimination of accumulated
depreciation on revalued B ESTIEEN
bank premises 2itE - (3) 3 (3) = = = (3)
Transfer to asset classified asassets ~ BEHEAFEEH
held for sale EEE - @) 3 () - = - ()
Exchange adjustments ERAE 1 (87) (44) (131) (3) - () (133)
At 31st December, 2023 20235128310 5105 7,931 6,910 14,841 1428 2 1451 21397
Accumulated depreciation and
impairment RHMERHE
At st January, 2023 202351510 = 2289 4,660 6,949 598 14 612 7,561
Depreciation for the year ERfE - 134 413 547 255 5 260 807
Impairment for the year FREE S 1 S 1 S = = 1
Expiry/termination of lease contracts 2%/ & IFRE A4 - - - - (199) (4 (203) (203)
Elimination of accumulated
depreciation on revalued bank BT ERNE
premises & - (3) - (3) - - - )
Written off on disposal HE B = (13) (174) (187) - - - (187)
Transfer to asset classified asassets ~ BENEARALE
held for sale HEEE - ) - ) - - - )
Exchange adjustments ERFE - (35) (26) (61) (3) - (3) (64)
At 31st December, 2023 20234512831 = 2,365 4873 7238 651 15 666 7,904
Net book value at REFE
3ist December, 2023 20235123 31H 5105 5566 2,037 7603 m 8 785 13493
The gross amounts of the above assets - E ERABEE5IT
are stated: .
Atcost BaA - 7183 6910 14,003 1428 2 1451 15,544
At Directors' valuation - 1989 HER((E -1089F - 748 - 748 - - - 748
At professional valuation - 2023 BEERHE -2003% 5105 - - - - - - 5105
5105 7,931 6,910 14,841 1428 23 1451 21397
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32. Fixed Assets (continued) [E7E & E (&)

2022
Right-of-
Right-of-  use assets -
Furniture, use assets - Furniture,
Investment Bank fixtures and Bank fixtures and
properties premises  equipment Sub-total premises  equipment Sub-total Total
femegE
il » £ FREEE  -HA
RENE it R gt -fit RERR gt am
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
#8EET  #BEER  AMEER  AMAER  ARAER  ARAEn  AREER  ANEER
Cost or valuation AR
At st January, 2022 K2022%1810 4992 8529 6,448 1491 1607 2 1630 21499
Additions 28 - 8 413 555 238 4 42 97
Revaluation deficit EfbfE (79) - - - - - - (79)
Disposals £ - (209) (270) (479) - - - (479)
Remeasurement EfitE - - - - (15) - (15) (15)
Revaluation surplus on bank
premises upon transfer o MIBRAREEA
investment properties RENE
(Note 42(6)) (Wist42t)) - 354 - 354 - - - 354
Transfer from bank premises to
investment properties BITHEALEE 493 (493) - (493) - - - -
Transfer from investment properties
to bank premises HEEUEE NG (139) 139 - 139 - - - -
Expiry/termination of lease contracts  ZI5/#R LG A4 - - - - (367) 2) (369) (369)
Less: Elimination of accumulated
depreciationonrevalued - BT E(EH
bank premises SEE - (35) - (35) - - - (35)
Exchange adjustments ERH% ) (303) (113) (476) (59) - (59) (536)
At 31st December, 2022 R02ERA3A 5,66 8,064 8478 14542 1304 % 1329 2037
Accumulated depreciation and
impairment ZETERAE
At st January, 2022 202251810 - 2378 4584 6962 682 l 693 7855
Depreciation for the year FRE - 139 48 567 290 5 295 862
Expiry/termination of lease contracts ~ ZI5/#R LG &4 - - - - (350) 2) (362) (362)
Elimination of accumulated
depreciation on revalued bank T ERHE:T
premises & - (35) - (35) - - - (35)
Written off on disposal W ERF - (83) (239) (322) - - - (322)
Exchange adjustments EREE - (110) (113) (223) (24) - (24) (247)
At 31st December, 2022 20224512317 - 2289 4660 6,949 598 14 612 7,561
Net book value at REZE
3ist December, 2022 202245124318 5166 5175 1818 7693 706 1 m 13476
The gross amounts of the above assets -l E EEEESIT
are stated: nr:
Atcost N - 7316 6478 13794 1304 % 1329 15,23
At Directors' valuation - 1989 HEEME —1089E - 748 - 748 - - - 748
At professional valuation - 2022 BEFMEE -2000% 5,166 - - - - - - 5166
5166 8,064 64718 14,642 1304 2 1329 21037
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Fair Value Measurement of Properties
(i) Fair value hierarchy

The following table presents the fair value of the Group's properties
measured at the end of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy as defined in
HKFRS 13, Fair value measurement. The level into which a fair value
measurement is classified is determined with reference to the
observability and significance of the inputs used in the valuation

technique as follows:

Level 1 valuations:

unadjusted quoted prices in active markets for
identical assets or liabilities at the measurement

date.

Level 2 valuations:

observable inputs which fail to meet Level 1,
and not using significant unobservable inputs.
Unobservable inputs are inputs for which market
data are not available.

Level 3 valuations:

unobservable inputs.

Fair value measured using only Level 1inputs i.e.

Fair value measured using Level 2 inputs i.e.

Fair value measured using significant

RERTHRAT2023F K

MEATEEZEE

() AFEEIR
RIB(ERBMBREER) S+ =R &
ERFEE = RATFEEDRZDE
EF - TRIRAEER SR
REBRLEEDUBEYMEZATE
B - NEFE—NDRZATEEEE
BURTSUU TR AR EE B2 8

ZABREMNEEN

FREE: EEQATEERFA
B2 BN
EREEETISER
BEENBRBIRER
BWRE-

FIMEE: BEERATEERAR

—h28 ARG
E-MBAHEREZ
o RRFRAEEYN
JERIEI RS2 H - JF)
HE2URHERAD
BENZ2H8 -
FoMEE: EERQATEEXRAE
ZHFREIRS -

Fair value at Fair value measurements as at 31st December, 2023
31st December, categorised into
2023 12023 12 A1 AER AT EEZ 7
152023128 310 Level1 Level 2 Level 3
20FEE 54 ) 524
HKSMRERERT  HKSMnRBEBT  HKSMnEBEET  HKSMnEREET
Recurring fair value measurement ~ EBZEMATEERT
Investment properties REME
Commercial - Hong Kong HE-HA 5,094 - - 5,094
Commercial - Others mE-Hi 1l - - 1
5,105 - - 5,105
Fair value at Fair value measurements as at 31st December, 2022
31st December, categorised into
2022 K202 F 12ANABEATREZSE
1k2022F12B 316 Level1 Level 2 Level 3
pAN -0 -t EEL
HKSMnBBEET  HKSMnBBEERT  HKSMnBBEET  HKSMnEBEER
Recurring fair value measurement ~ EER4EMATFEEETE
Investment properties REME
Commercial - Hong Kong BE-5A 5154 - - 5,154
Commercial - Others [EESEti 12 - - 12
5166 - - 5,166

~ 204 -
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32.Fixed Assets (continued) [E]TE & & (&)

Fair Value Measurement of Properties (continued)

(i)

Fair value hierarchy (continued)

During the years ended 31st December, 2023 and 2022, there were no
transfers between Level 1and Level 2, or transfers into or out of Level 3.
The Group's policy is to recognise transfers between levels of fair value
hierarchy as at the end of the reporting period in which they occur.

All of the Group's investment properties were revalued by independent
valuers as at 31st December, 2023 and 2022.

Investment properties in Hong Kong were valued at HK$5,094 million
(2022: HK$5,154 million) as at 31st December, 2023 by an independent
valuer, Savills Valuation and Professional Services Limited, Chartered
Surveyors, who has among their staff Fellows of the Hong Kong Institute
of Surveyors with recent experience in the location and category of
property being valued. The valuation has been incorporated in the
financial statements as at 31st December, 2023 and it was performed on
an open market value basis. Details of valuation techniques are described
below:

Information about Level 3 fair value measurement of properties

Valuation techniques

MEATEEZETE (B

(i)

RNTEBEDHR ()
202834F K 2022F12A31HILFE
Mo REE RS ZHmEZBRN
EBR > MABFE=HNBAREL -
AEENHRERIEDINREHHR
NPBEDRZMEEENERS o

R2023F 2022 F12B31H » Fi B
AEENREYEIRBIEERM G
Bo

F2023FE12 B 31 H » HEEREYEDN
EEABBIES0.94 @ T (20224 © &
B B1.54187T) - ZEMEHEULGE
B — 45 5T R A 55 — K P BiAE BT 1E -
HEgaAEElefM2gege T8RN
HHhEY B FrE R EE R BT HA A
FeomERUANTREBRAER
TWEEA2023F 12 8 31 B2 8RIER ©
AEENFROT

(i) BEAS=MEELTEENYE

Unobservable input

Investment properties

REME

Investment properties not under construction

The fair value of investment properties is determined by adoption of the
Income Capitalisation Approach whereby the existing rental income of all
lettable units of the property are capitalised for their respective unexpired
terms of contractual tenancies whilst vacant units are assumed to be let
at their respective market rents as at the valuation date. Upon expiry of
the existing tenancies, each unit is assumed to be let at its market rent
as at the valuation date, which in turn capitalised at the market yield as
expected by investors for each type of property. Due consideration has
been given to expectations of the renewals of Government lease upon
its expiry. The summation of the capitalised value of the term income
for the leased portion, the capitalised value of the reversion income as
appropriately deferred for the leased portion and the capitalised value for
the vacant portion provides the market value of the property.
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Income capitalisation

fHEER FOBERBAZHY
Expected market

approach rental
WABRE BERmSHET

Direct comparison

Capitalisation rate
BRE

Premium (discount) on

approach quality of the buildings
BELEBE BFERRE ()
FEIETEBZEPRIREYE

BREVMEN QT EEZRRMBRAZ
RESE  HE AR RERYEEY
THEE N 2 ME WAL E D FIAREIHIE
MERER > MEBEMRRRK G
BHE—BAREHEESHEL B
REREEFENE—HEHIWETH
[ERRER - BRI FRRET
Z TR E MR BIAER o AR AR
DHBBAZERE BEEEES
HED Z FEWRANEREREEL
NZEREZBHSTELYENTS
BE-
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The market rentals of all lettable units are made (a) by reference to the
rentals fetched in the property and/or (b) by reference to the lettings
of similar properties in the neighbourhood. The capitalisation rate
adopted is made by reference to the yields achieved in analysed market
sales transactions and the market expectation from property investors.
This expected return reflects implicitly the quality of the investment,
the expectation of the potential for future rental growth and capital

appreciation, operating costs, risk factor and the like.

As a supporting approach to the Income Capitalisation Approach, the
Direct Comparison Approach is also adopted as a check for the valuation.
Comparable sales transactions of similar properties in the locality are
collected and analysed each in terms of a price per square footage.
The collected comparables are then adjusted to take account of the
discrepancies between the property and comparables in terms of time,
location, age, building quality and the like.

The fair value measurement is positively correlated to the market rental
and negatively correlated to the capitalisation rate.

The movements during the year in the balance of these Level 3 fair value
measurements are as follows:

FrEEHBATRSEEZFEE ()
S2EHYEBRIMNES R, (b)2E
HRATPRAE L 2 BRI - MM ZER
RESENMTBHERZBHZE
BRMEREEHNTIHES - 1LTE
DR EEMRRERENEER T8
HRRESERMNERBERNES
EEMA  ERRRELEM -

FRUSA B RIESN - TR B 1L BUE
B G {E - EHI e LR EE Y
ZHERZGERWERDHT » UStE
B—FARNEE - CEZLERE
FHRIBEYE NI EERERNESR > I
ISR (B B I BTFERLEM
{FaR%E o

EEQATEEREDSBESEEEMER
RR M REBE R R B S EARE R o

ERRSESRATRERE HE
BT :

2023 2022
HK$Mn BEEET  HK$Mn BEEET

Investment properties — Commercial - Hong Kong BBV X -—BHE—-&FH

At 1st January K1A1H 5154 4,978
Transfer from bank premises to investment

properties HITHE AR EY % 24 493
Transfer from investment properties to bank

premises RREYEE AT = (139)
Revaluation deficit BHEE (84) (178)
At 31st December K12 B31H 5,094 5,154

Investment properties — Commercial — Others KREME-mE-H

At 1st January B1B1H 12 14
Revaluation deficit BHEE (2) (1)
Exchange adjustments ERFAE 1 (1)
At 31st December 128318 1 12

Fair value adjustment of investment properties is recognised in the
line item "valuation losses on investment properties” on the face of the
consolidated income statement.

All the losses recognised in the income statement for the year arise from
the properties held at the end of the reporting period.

—206 -
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32.Fixed Assets (continued) [E]TE & & (&)

Fair Value Measurement of Properties (continued)

(ii) Information about Level 3 fair value measurement of properties

(continued)

The net book value of bank premises and investment properties

MEATEEZETE (B
(i) ARME=REEQTEENYE B

TUE R B RAIREFE B !

comprises:
2023 2022
Investment Bank Investment Bank
properties premises properties premises
KENE frit RENE frit
HK$Mn BEEET  HKSMn BREET  HKSMnBEEET  HK$Mn BEEER
Freeholds XAERE
Held outside Hong Kong TEEEUME 1l 610 12 606
Leaseholds HfE
Held in Hong Kong hEE
On long lease (over 50 years) REAL G0EM L) 3952 1611 4,003 1620
On medium-term lease RIS
(10-50 years) (10E50%) 1142 1113 1,151 1163
Held outside Hong Kong TEEEUME
On long lease (over 50 years) REFAL G0ELLL) - 12 - 13
On medium-term lease RIS
(10-50 years) (10E50%) - 2210 - 2,363
On short-term lease p iR
(below 10 years) (10ELTF) - 10 - 10
5,105 5,566 5,166 5775

The Group leases out investment properties under operating leases. The
leases typically run for an initial period from 1to 5 years, with an option to
renew the leases after that date at which time all terms are renegotiated.

None of the leases includes contingent rentals.

Rental income from investment properties held for use under operating

leases amounted to HK$129 million in 2023 (2022: HK$133 million).
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The total future minimum lease payments of investment properties

under non-cancellable operating leases are receivable as follows:

RERTHRAT2023F K

MAEI s e EFHENREY
ENRREBEWARE I RABERNT

2023 2022
HK$Mn BHEET  HK$Mn BEEETR
Within one year 1ELA 105 104
After one year but within two years 1FUEBEE2FR 55 38
After two years but within three years 2ELUBEIER 25 14
After three years but within four years IFELUBEAER 8 3
After four years but within five years AFEDERESER 5 -
After five years 5ELIE 6 -
204 159

33.Other Assets H{th&E
2023 2022
HK$Mn B EET  HK$Mn BEEETR
Accrued interest e 2 4,200 3,537
Customer liabilities under acceptances AREFE&E 26,771 27,796
Other accounts HAthiR1E 7,776 8,094
Gross carrying amount before impairment allowances R IIRIBE 26 2 IRE B 38,747 39,427
Less: Impairment allowances (Note 43(a)(ix)) B BEEE (WaE43(a)(ix) (292) (219)
38,455 39,208
Assets held for sale HBEEHEEE 15 27
38,470 39,235
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34.Financial Liabilities Designated at Fair Value through Profit or Loss

EEARBEGURMATEENEMER

2023 2022

HK$Mn BEEET HKSMn BEEET

Deposits and balances of banks RITNER AR 3,199 4,545
Deposits from customers (Note 36) BR1ER (K:E36) 199 -
Certificates of deposits issued BEITENE 9,415 19,001
Debt securities issued BRTEKES 688 811
13,501 24,357

Financial liabilities above have been designated at FVTPL when the Group
holds related derivatives at FVTPL, and designation therefore eliminates or
significantly reduces an accounting mismatch that would otherwise arise.

The amount of change, during the year and cumulatively, in the fair value of
financial liabilities designated at FVTPL that is attributable to changes in the
credit risk of these liabilities and recognised in other comprehensive income
is set out below.

EAEERAREABBERURBRAF
BENEBITELR U LERMEERIE
ERBBETURBATEE > MZIEE
ELHFREERRA D S ST EE R ©

FARRSHER  TRINTIEERBEBRE
mURBAFTEENEREENATER
2y EHAthEERERAEDSER
Mm&E2HERERZEaBGENEERR

2023 2022

HK$Mn BHEEET  HKSMn BETET

Balance at 1st January 1R85 15 (46)
Recognised in other comprehensive income FRTEMEEERERAESEN

during the year (Note 42(h)) %8 (Mtat42(h) (13) 73

Deferred tax (Note 42(h)) EIERRIE (75t 42(h)) 2 (12)

Balance at 31st December 712 B 31 B &R 4 15

There was no transfer of cumulative gain or loss within equity due to de-
recognition of liabilities designated at FVTPL during the year (2022: Nil).

The change in fair value attributable to changes in credit risk on financial
liabilities is calculated using the difference between the fair value of the
financial liabilities at the reporting date and the present value computed with

adjusted asset swap spread.
The carrying amount of financial liabilities designated at FVTPL was HK$120

million lower than the contractual amount due at maturity (2022: HK$428

million lower).
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Mz R A FEEN S ER AR TR
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SAEAEBRERAEREERRNATE
EEPERENRSAZFEREENN
NTEEALCHBREEISRNEZRER
BIZEER ©
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35.Income Tax in the Statement of Financial Position BAFEik &R AFREIR

(a) Current Taxation in the Statement of Financial Position Represents: (a) EEABRANEKERIES !
2023 2022
HK$ Mn BEEET  HK$Mn BEEET
Provision for Hong Kong profits tax for the year REEGEFGRERS 482 486
Provisional profits tax paid ENEHFEHR (217) (260)
265 226
Balance of profits tax provision relating to prior years ~ LUE EEF) SR EH 5% 891 772
Taxation outside Hong Kong EEALUMATE 446 254
1602 1252
(b) Deferred Tax Assets and Liabilities Recognised (b) IRIEIRIAE EN & BERED
The components of deferred tax assets/(liabilities) recognised in the DA BRI RNEEREBEE,
consolidated statement of financial position and the movements during the (BE) WAEMRS D RFERZEEWNT !

year are as follows:

2023
Depreciation
allowances Impairment
in excess of losseson  Revaluation of
related  Revaluation of financial  financial assets Tax

Deferred tax arising from: depreciation properties assets at FVOCI losses Others Total

EREMRE

BEN RS

BiaRMNE cHEE NTEESR
BERERS HIRERRE NREMR AER% BEEff i Eff g
HK$ Mn HK$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEEn  ERE&n  ABEEn  AMEEn  BREEn  EREAR  ABEER
At fst January, 2023 120231518 (354) (113) 1904 15 16 165 1623

(Charged)/credited to income WEFRA (X3) /
statement (Note 17(a)) Bt 17) (27) - 2 - (13) (41) (79)
FlER (238) /B A
(Charged)/credited to reserves (Miz4200) (g)

(Notes 42(b), (g) and (1)) K(n) - 2 - (134) - 2 (130)
Exchange and other adjustments ~ ER REMEE - - (43) - - (3) (46)
At 31st December, 2023 12023 ERA3H (381) (1) 1863 (119) 3 13 1368
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35.Income Tax in the Statement of Financial Position (continued)

B BAKRRABFEIR @

(b) Deferred Tax Assets and Liabilities Recognised (continued)

(b) IEIEIRTAE E R B AR (8)
2022

Depreciation
allowances Impairment
in excess of losseson  Revaluation of
related  Revaluation of financial ~ financial assets Tax
Deferred tax arising from: depreciation properties assets at FVOCl losses Others Total
HEREMEE
Wt A e B
BRAENE tHMEE NTEESH
BERERE: WIRESRE NEEMR HER% EEBfh ik Eft e
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BUEET  BEEEn  BBERT  AMEER  BNEEn  BBEER  AKEER
At 1st January, 2022 2022515 1H (339) (109) 1515 (282) 303 214 1302
(Charged)/credited to income RERRK (25 /
statement (Note 172)) A7) (15) - 494 - (212) (33) 174
fiER (38) /B A
(Charged)/credited to reserves (Mz4200) (g)
(Notes 42(b), (g) and () Rn) - (4) - 294 - (12) 278
Reversal due to disposal of HEMBAFN
subsidiaries &g - - - V) - () ()
Exchange and other adjustments BB R EMHE - - (105) 4 (15) (1) (129)
At 31st December, 2022 202212318 (354) (113) 1904 15 16 165 1623
2023 2022

HK$Mn BEEET  HK$Mn BIEBET

Net deferred tax assets recognised

BRRM BRI ROBERERE

on the statement of financial position FEE 1,836 1,849

Net deferred tax liabilities recognised BNV HERARNELRESE
on the statement of financial position FEE (468) (226)
1,368 1623
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(c) Deferred Tax Assets Not Recognised
The Group has not recognised deferred tax assets in respect of cumulative
tax losses of HK$109 million (2022: HK$101 million) as it is not probable that
future taxable profits against which the losses can be utilised will be available
in the relevant tax jurisdiction and entity. Under the current tax legislation, the
expiry dates of the tax losses were as follows:

RERTHRAT2023F K

(c) REEDEERBEE
HR A BERRRE BANERRBHE R
ERNERNETLUBHEMEE > &%
[0 S B 53 R 5HIR 4B A 15 1.09 (= 7T (2022
F 1 BIE1.01ED) RIELERBEE - RIE
REFMBEG) > ZFMBHOEHBWNT ¢

contracts with customers under HKFRS 15.

-212 -

FrELH G EEEK216218 7T

2023 2022
HK$Mn BBEET HK$Mn BEEET
Expiring within 5 years RRERIHA 47 4
No expiry date I 62 60
109 101
36. Deposits from Customers & 5 1F#%
2023 2022
HK$Mn BBEET HK$Mn BEEET
Measured at amortised cost s Si NS 628,399 648,093
EEABRBEEURMATEE
Designated at FVTPL (Note 34) (#i5#34) 199 -
628,598 648,093
37. Other Liabilities Efth& &
2023 2022
HK$Mn BBEET HK$Mn BEEET
Accrued interest payable FEEHREFI S 5,265 4155
Acceptance draft payable e AR EE 26,771 27,796
Impairment allowances on financial guarantee
contracts issued and loan commitments issued BETHHBERNEZTHNER

(Note 43(a)(ix)) AIE 2 RETERE (152 43(2)(ix)) 415 318
Lease Liabilities HEEE 852 774
Other accounts (Note) HBRIE () 14,009 16,756
47,312 49,799

Note:  Include contract liabilities of HK$2,162 million (2022: HK$2,476 million) from 5 BIEH (BB EHREER) E159

(20224 : EME24.76187T) °
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38.Loan Capital fEE &7

2023 2022
HK$Mn B EET  HK$Mn Bl EETR
Subordinated notes/Loss absorbing notes, at amortised 2 SH R A AN FEE S A EE
cost with fair value hedge adjustments FBRNBERR RN EERE
USD500 million fixed rate subordinated notes 2032 4B 22 HEIHAME S
due 22nd April, 2032 () SEETAEER ) 3750 3,691
USDB0O million fixed rate subordinated notes 7£2030E5 829 HEIHNE B
due 29th May, 2030 (2) BREETRERE (2) 4,727 4,665
USD250 million fixed rate loss absorbing notes E2028 FE7TE7THEANER
due 7th July, 2028 (3) 25EETREEER (3) 1,899 1876
USD500 million fixed rate loss absorbing notes o027 E3B 5 HEBANES
due 15th March, 2027 (4) SEETRIEERE (4) 3,942 -
Subordinated notes, at amortised cost TR EH PR A B IR R it R Y
without hedging BERE
RMB1,500 million fixed rate subordinated notes E2029F 4 B 25 HEIHIMTE RS
due 25th April, 2029 (5) AR ETREZE (5) 1,649 1695
15,967 1,927

The Group has not had any defaults of principal, interest or other breaches

Wi

th respect to its debt securities during the years ended 31st December,

2023 and 2022.

(1) Loan capital with face value of US$500 million (equivalent to HK$3,906

million) and carrying amount of HK$3,750 million (2022: HK$3,691
million) represents subordinated notes carrying a coupon rate of 4.875%
p.a. qualifying as Tier 2 capital and meeting the loss-absorbing capacity
requirements issued on 22nd April, 2022 by the Bank. The notes are
listed on the Hong Kong Stock Exchange, will mature on 22nd April, 2032
and are callable on 22nd April, 2027. The notes are under fair value hedge
accounting and the hedge ineffectiveness of HK$0.6 million loss was
recorded in 2023.

-

Loan capital with face value of US$600 million (equivalent to HK$4,687
million) and carrying amount of HK$4,727 million (2022: HK$4,665
million) represents subordinated notes carrying a coupon of 4% p.a.
qualifying as Tier 2 capital and meeting the loss-absorbing capacity
requirements issued on 29th May, 2020 by the Bank. The notes are listed
on the Hong Kong Stock Exchange, will mature on 29th May, 2030 and
are callable on 29th May, 2025. The notes are under fair value hedge
accounting and the hedge ineffectiveness of HK$17.7 million loss was
recorded in 2023.
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(1) ZEESERET BFNBE39.061

-
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F128531H : BE36.91ET) NEE
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(3) Loan capital with face value of US$250 million (equivalent to HK$1,953

=

million) and carrying amount of HK$1,899 million (2022: HK$1,876
million) represents non-preferred loss-absorbing capacity notes carrying
a coupon rate of 5.125% p.a. and meeting the loss-absorbing capacity
requirements issued on 7th July, 2022 by the Bank. The notes are listed
on the Hong Kong Stock Exchange, will mature on 7th July, 2028 and
are callable on 7th July, 2027. The notes are under fair value hedge
accounting and insignificant hedge ineffectiveness was recorded in
2023.

Loan capital with face value of US$500 million (equivalent to HK$3,906
million) and carrying amount of HK$3,942 million represents non-
preferred loss-absorbing capacity notes carrying a coupon rate of 6.75%
p.a. and meeting the loss-absorbing capacity requirements issued on
15th March, 2023 by the Bank. The notes are listed on the Hong Kong
Stock Exchange, will mature on 15th March, 2027 and are callable on 15th
March, 2026. The notes are under fair value hedge accounting and the
hedge ineffectiveness of HK$4.8 million loss was recorded in 2023.

Loan capital with face value of RMB1,500 million (equivalent to HK$1,650
million) and carrying amount of HK$1,649 million (2022: HK$1,695 million)
represents subordinated notes carrying a coupon of 4.94% p.a. issued on
25th April, 2019 by the Bank's subsidiary, The Bank of East Asia (China)
Limited. The notes will mature on 25th April, 2029 and are callable on
25th April, 2024.
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39. Equity Settled Share-Based Transactions U3 AEBBRIEZ RIS

KTFTRABRERRESEIRESTEA
HERHURKRETAERZEARE &
BATESRBFEITHAR  UEBEAT
TiERRG - FRERSEIRRRSERE
gh > 1R#E 201158 ~ 2016 518 % 2021 51|
PRI T BISR IR T EHAIR 5 5 B B RS
ERBHNEAFIL - FRARKRESDLU
FREHERIZNE -

The Bank has adopted Staff Share Option Schemes whereby the Board of
the Bank may at its discretion grant to any employees, including Executive
Director(s) and Co-Chief Executives, of the Group options to subscribe for
ordinary shares of the Bank. Except as provided otherwise in the rules of the
relevant Scheme(s), share options granted under the 2011 Scheme, 2016
Scheme and 2021 Scheme may be exercised beginning on the Vesting Date
and ending on the fifth anniversary of the Vesting Date. All options were
granted for nil consideration.

(a) SBRREREIS -

(a) Particulars of Share Options:

(i) Share options granted in years 2015 to 2022:

(i) 7E2015F % 2022 FFHEFHIsDMHE |

Date of grant Tranche Vesting period Exercise period Exercise price per share
=]l %) 57 A 171E5A SRITER

HK$ #g T
04/5/2015 T3 04/5/2015 - 03/5/2018 04/5/2018 - 04/5/2023 34.15
08/4/2016 T2 08/4/2016 - 07/4/2018 08/4/2018 — 08/4/2023 28.45
08/4/2016 T3 08/4/2016 — 07/4/2019 08/4/2019 - 08/4/2024 28.45
07/4/2017 T 07/4/2017 - 06/4/2018 07/4/2018 - 07/4/2023 32.25
07/4/2017 T2 07/4/2017 - 06/4/2019 07/4/2019 - 07/4/2024 32.25
07/4/2017 T3 07/4/2017 — 06/4/2020 07/4/2020 - 07/4/2025 32.25
10/4/2018 ikl 10/4/2018 — 09/4/2019 10/4/2019 - 10/4/2024 32.25
10/4/2018 T2 10/4/2018 - 09/4/2020 10/4/2020 - 10/4/2025 32.25
10/4/2018 T3 10/4/2018 — 09/4/2021 10/4/2021 - 10/4/2026 32.25
19/7/2019 T 19/7/2019 - 18/7/2020 19/7/2020 - 19/7/2025 22.45
19/7/2019 T2 19/7/2019 - 18/7/2021 19/7/2021 - 19/7/2026 22.45
19/7/2019 T3 19/7/2019 - 18/7/2022 19/7/2022 - 19/7/2027 22.45
07/4/2020 T 07/4/2020 - 06/4/2021 07/4/2021 — 07/4/2026 16.58
07/4/2020 T2 07/4/2020 - 06/4/2022 07/4/2022 - 07/4/2027 16.58
07/4/2020 T3 07/4/2020 - 06/4/2023 07/4/2023 - 07/4/2028 16.58
13/4/2021 T 13/4/2021 - 12/4/2022 13/4/2022 - 13/4/2027 17.08
13/4/2021 T2 13/4/2021 - 12/4/2023 13/4/2023 - 13/4/2028 17.08
13/4/2021 T3 13/4/2021 - 12/4/2024 13/4/2024 - 13/4/2029 17.08
12/4/2022 T 12/4/2022 - 11/4/2023 12/4/2023 - 12/4/2028 12.17
12/4/2022 T2 12/4/2022 - 11/4/2024 12/4/2024 - 12/4/2029 12.17
12/4/2022 T3 12/4/2022 - 11/4/2025 12/4/2025 - 12/4/2030 12.17
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(i) Share options granted in year 2023:

RERITERATI2023F R

(i) TE2023FFIEREFHIZBARME :

Date of grant Tranche Vesting period Exercise period Exercise price per share
=]l 1) 57 B A 171E5A BRITEE

HK$ BT
12/4/2023 1l 12/4/2023 - 11/4/2024 12/4/2024 - 12/4/2029 10.08
12/4/2023 T2 12/4/2023 - 11/4/2025 12/4/2025 - 12/4/2030 10.08
12/4/2023 T3 12/4/2023 - 11/4/2026 12/4/2026 - 12/4/2031 10.08

(b) The Number and Weighted Average Exercise Prices of Share Options are

as Follows:

(b) SERRHEHIB S RANHE T A9 T BT :

2023 2022

Weighted Weighted
average Number average Number
exercise price of options exercise price of options

ik S0 TS
178 DREHE f71E8 AREHE
HK$ BH T Milion 55 HK$ £ 7 Milion 5 &

QOutstanding at the beginning

of the year FHEH 21.08 47 26.57 3
Exercised during the year FRTE - - - -
Granted during the year FRET 10.08 12 .17 16
Lapsed during the year FREM 30.81 W] 32.04 (5)
Outstanding at the end of the year fE&RASER 17.37 52 2108 47
Exercisable at the end of the year 3K A] 1716 22.36 28 2124 27

There were no share options exercised during the years 2023 and 2022.

The options outstanding at 31st December, 2023 had an exercise price from
HK$10.08 to HK$32.25 (2022: from HK$12.17 to HK$34.15) and a weighted

average remaining contractual life of 4.09 years (2022: 3.91 years).
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39. Equity Settled Share-Based Transactions (continued)
URRBAEREZMNRS @

(c) Fair Value of Share Options and Assumptions

(c

The fair value of services received in return for share options granted is

measured by reference to the fair value of share options granted. The

estimate of the fair value of the share options granted is measured based on

a trinomial lattice model. The contractual life of the option is used as an input

into this model.

~

RRENQFEERRR
ESIRBLUARRREN QAT EERE T
RDREN AT EEFE - BRTDREZM
SAATEER=-AXHETERT - BR
ROSNEHSZEBERANSH -

2023 2022

Fair value at measurement date
- Tranche 1
- Tranche 2
- Tranche 3
Share price at measurement date
Exercise price
Expected volatility
Option life
- Tranche 1
- Tranche 2
- Tranche 3
Expected dividends

Risk-free interest rate (based on Hong Kong

Government Bonds)

ETEHNATEE
—&#1
—#52
—#73

SEtERNRE

B

fBshRE

IR
—&#1
—#5n2
—#73

RS

BARAE (RESBRHES)

HK$BH51.887c  HK$E1657T
HK$ 1887  HK$EHE1507T
HK$BH1.807T  HK$EE1307T
HK$ #E110.0877 HK$BHE1217 7T
HK$ #E110.0877 HK$BHE1217 7T

26.97% 25.12%
6yearsE 6 years &
7 years £ 7 years
8yearsE 8 years £

9.64%-12.95% 16.06%-18.69%

2.88% 2.67%—2.69%

The expected volatility is based on the historic volatility and the expected

dividends are based on historical dividends prior to grant date. Changes in the

subjective input assumptions could materially affect the fair value estimate.

Share options were granted under a service condition. This condition has

not been taken into account in the grant date fair value measurement of

the services received. There were no market conditions associated with the

share option grants.
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40.Share Capital Bg7s

2023 2022
No. of shares No. of shares
RinEE Bt Gl
Milion B8 HK$ Mn BEEET Milion & HK$ Mn BEEET
Ordinary shares, issued and
fully paid: BETKHEEZER !
At 1st January 1818 2,680 41,856 2,923 41645
Shares issued in lieu of dividend ~ LURAL B 21T (7 6 59 19 21
Share repurchased and cancelled & {7 0188 #1554 (36) - (262) -
At 31st December 128318 2,650 41915 2,680 41,856

Share Buy-back

In 2023, 35,940,800 shares were repurchased on the Stock Exchange at
an aggregate consideration (excluding expenses) of HK$366 million and
35,797,200 shares were cancelled (including 686,200 shares repurchased
in 2022), representing 1.34% and 1.34% of the ordinary shares in issue
at the beginning of the year, respectively. The remaining 829,800 shares
repurchased in 2023 were cancelled on 8th January, 2024.

In 2022, the Bank repurchased 246,510,173 shares of the Bank by share
buy-back deed with Elliot Investment Management's affiliate entities at a
consideration of HK$2,904 million, and 15,744,800 shares on the Stock
Exchange at a consideration of HK$134 million. As at 31st December, 2022,
the total number of shares repurchased and cancelled were 262,254,973
and 261,568,773 respectively, representing 8.97% and 8.95% of the ordinary
shares in issue at the beginning of the year.
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40.Share Capital (continued) BZ 7S ()

Below table shows the details of the shares repurchased and cancelled

TR 2023 F EOIEMF MM Z5F

during 2023. 15 e
Number  Highest pricc  Lowest price  Average price Aggregate
Month of shares per share per share per share  consideration
BRMN BRH BRMN
A BRE EaER RIEER FHER BRE
HK$ HKS$ HK$ HKS$ Mn
B B B BEEER
Share repurchased: BERERR
On-market share buy-back SRR [EE
- February 2023 —2023%F28 2,932,400 1.24 10.50 10.86 32
- April 2023 —2023F 48 3,991,200 10.50 9.88 10.16 41
- May 2023 —2023%F58 6,884,000 10.72 9.58 1018 70
- June 2023 —2023%F68 4,032,600 10.56 9.77 10.17 4
- July 2023 —2023E7H 3,906,800 12.20 10.38 1.28 44
- August 2023 —2023%F8A 1,494,400 1.34 10.92 114 17
- September 2023 —2023F98 259,400 1.42 118 1.33 3
- October 2023 —2023E 1078 4,754,600 10.34 9.23 9.66 46
- November 2023 —2023E 1A 4,455,400 9.92 9.01 9.46 42
- December 2023 —2023F 128 3,230,000 9.72 9.09 9.39 30
- Settled -B&8 2,919,400 27
- Not yet settled at year end ~-REREREE 310,600 3
35,940,800 366
Share cancelled BatEkH 35,797,200
Staff Share Option Schemes FEEES HE]

Pursuant to the approved Staff Share Option Schemes (the "Schemes"),
options to purchase ordinary shares in the Bank were granted to eligible
employees. Except as provided otherwise in the rules of the relevant
Scheme(s), share options granted under 2011 Scheme, 2016 Scheme and
2021 Scheme will be exercisable during the period beginning on the Vesting
Date and ending on the fifth anniversary of the Vesting Date.

There were no options exercised and shares issued under the Schemes
during the years 2023 and 2022.
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41, Additional Equity Instruments Z85MEAR T B

2023 2022
HK$ Mn BEEET HKSMn AR TET
Additional Tier 1 Capital Securities BIM—REARTAR
USDB50 million undated non-cumulative 6LEETEIHHIERERE
subordinated capital securities (1) BxE (1) 5,069 5,069
USDB50 million undated non-cumulative 6LEETEIHHIERERE
subordinated capital securities (2 BXRHH (2) 5,021 5,021
10,090 10,090

(1) On 19th September, 2019, the Bank issued Additional Tier 1 capital

securities with a face value of US$650 million (equivalent to HK$5,069
million net of related issuance costs). The Additional Tier 1 capital
securities are undated non-cumulative subordinated capital securities
and bear a 5.875% per annum coupon until the first call date on 19th
September, 2024. The coupon will be reset every five years, if the
Additional Tier 1 capital securities are not redeemed, to a fixed rate
equivalent to the then-prevailing five-year US Treasury rate plus
4.257% per annum. The coupon payments may be cancelled at the sole
discretion of the Bank. The Additional Tier 1 capital securities will be
written down if a non-viability event occurs and is continuing. They rank
higher than ordinary shares in the event of a winding-up, and meet the
loss-absorbing capacity requirement.

The first scheduled coupon payment date was 19th March, 2020 and the
coupon shall be payable semi-annually. The Bank has the right to cancel
coupon payment (subject to the requirement as set out in the terms
and conditions of the Additional Tier 1 capital securities) and the coupon
cancelled shall not be cumulative. However, the Bank is stopped from
declaring dividend to its ordinary shareholders unless the next scheduled
coupon payment is paid.

The principal of the Additional Tier 1 capital securities will be written
off up to the amount as directed or agreed with the HKMA if the HKMA
notifies the Bank that in the opinion of the HKMA, the Bank would
become non-viable if there is no written off of the principal.

The Bank has a call option to redeem all the outstanding Additional Tier 1
capital securities from 19th September, 2024 or any subsequent coupon
payment date, but subject to restriction as set out in the terms and
conditions.
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41, Additional Equity Instruments (continued) Z89MIZZs T & (@)

(2) On 21st October, 2020, the Bank issued Additional Tier 1 capital securities (2) 7520204108218 » R{TRTEE

with a face value of US$650 million (equivalent to HK$5,021 million
net of related issuance costs). The Additional Tier 1 capital securities
are undated non-cumulative subordinated capital securities and bear
a 5.825% per annum coupon until the first call date on 21st October,
2025. The coupon will be reset every five years, if the Additional Tier
1 capital securities are not redeemed, to a fixed rate equivalent to the
then-prevailing five-year US Treasury rate plus 5.527% per annum. The
coupon payments may be cancelled at the sole discretion of the Bank.
The Additional Tier 1 capital securities will be written down if a non-
viability event occurs and is continuing. They rank higher than ordinary
shares in the event of a winding-up, and meet the loss-absorbing capacity
requirement.

The first scheduled coupon payment date was 21st April, 2021 and the
coupon shall be payable semi-annually. The Bank has the right to cancel
coupon payment (subject to the requirement as set out in the terms
and conditions of the Additional Tier 1 capital securities) and the coupon
cancelled shall not be cumulative. However, the Bank is stopped from
declaring dividend to its ordinary shareholders unless the next scheduled
coupon payment is paid.

The principal of the Additional Tier 1 capital securities will be written
off up to the amount as directed or agreed with the HKMA if the HKMA
notifies the Bank that in the opinion of the HKMA, the Bank would
become non-viable if there is no written off of the principal.

The Bank has a call option to redeem all the outstanding Additional Tier
1 capital securities from 21st October, 2025 or any subsequent coupon
payment date, but subject to restriction as set out in the terms and
conditions.
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42.Reserves f{#f&

The Group £/ The Bank $#/7
2023 2022 2023 2022
HK$Mn BBEET  HKSMnAREET  HKSMnBEEET  HKSMn BEEER
(a) General Reserve (a) —PefE
At 1st January 1818 13,658 13,658 13,472 13,472
Transferred from property revaluation HERERE
reserve on disposals ELfEE - B - -
At 31st December K12 B3R 13,658 13,658 13,472 13472
(b) Revaluation Reserve on Bank Premises  (b) fTitE{GfE
At 1st January R1B18 2,255 1905 1895 1899
Recognition of deferred tax assets/ BREENEEE/ (8B
(liabilties) (Note 35(b)) (i 35(b)) 2 (4) 2 (4)
Revaluation surplus on bank premises
transferred to investment properties TIBEREEARENE
(Note 32) (Hzt32) 13 354 13 -
At 31st December F12A318 2,210 2,255 1910 1895
(c) Statutory Reserves (c) HEffE
At Ist January R1B18 5138 5213 - -
Transfer to retained profits BABGEER (2 (135) = -
At 31st December 128318 5136 5,138 - -
(d) Capital Reserve (d) BxfE
At 1st January K118 895 895 = -
Transfer to retained profits BABEEN - - - -
At 31st December 12 B 31H 895 895 - -
(e) Exchange Revaluation Reserve ) EREMEE
At 1st January K1R1R (1822) 1,058 (125) 127
Exchange adjustments ERHE (723) (2,880) 223 (252)
At 31st December 12 B3R (2,545) (1822) 98 (125)
(f) Capital Reserve - Staff Share () BrEE-BETEE
Options Issued B
At Tst January R1A1H 150 152 150 152
Forfeited options transferred to retained BEHIREEA
profits Biaf (35) (24) (35) (24)
Additions (Note 1) K (i 19) 24 2 24 2
At 315t December #12B318 139 150 139 150
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42.Reserves (continued) {38 1H (&)

The Group £ The Bank $§{T
2023 2022 2023 2022
HKSMn BEEET  HKSMnBEEET  HKSMnBEEERRT  HKSMnBEEETR
(g) Fair Value Reserve (o) NTEERKE
At st January K1B1A 510 1925 360 1763
Changes in fair value of securities EENATEBEES 880 (1,722) 897 (1545)
Reversal upon disposal RHERER 82 13 121 (153)
Recognition of deferred tax REILIE (BE) /4E
(liabilities)/assets (Note 35(b)) (=2 35()) (134) 294 (148) 295
At 31st Decernber FK12B31H 1338 510 1230 360
(n) Liability Credit Reserve (h BEEEHRE
At Tst January RK1A1H 15 (46) 15 (46)
Changes in fair value arising from changesin -~ B8 EEEHELNAT
own credit risk (Note 34) BELEH (Wx4) (13) 73 13) 73
Recognition of deferred tax assets/(liabilities) ~ BESHEILIRIEEE/ (&)
(Notes 34 and 35(b)) (Hiz£ 34 R 35(b)) 2 (12) 2 (12)
At 31st Decernber FK12E31H 4 15 4 15
(i) Other Reserves (i) Eftifkes
At Tst January 1818 (33) (82) - -
Transfer to retained profits BABEEN = (5) = -
Share of changes in equity of associates and ~ [EMEHENTIRAE L E
joint ventures galinb=E 51 54 - -
At 31st Decernber FK12E31H 18 (33) - -
() Retained Profits () BEad
At Tst January R1A1H 33,365 35,395 26,059 28292
Net profit for the year FERE 4118 4359 4692 429
Transfer from capital reserve BEELRE
- staff share options issued -BETREDRE 35 24 35 24
Transfer from statutory reserve BELERE 2 135 - -
Transfer from other reserves BEEMEE - 5 - -
Share buy-back RinEIE (367) (3,051) (367) (3,051)
Redemption of Additional Tier 1 capital
instruments BEEN—REATA = (47) = (47)
Distribution/Dividends (Note 18) Hk/RE (M)
- Interim dividend —EkE (957) (430) (957) (430)
- Second interim dividend in
respect of prior years - FEEEAPERE (455) (1023) (455) (1,023)
- Special dividend ~BRIRE = (1294) - (1,294)
- Additional Tier 1 capital
instruments L NI (596) (708) (596) (708)
At 31st December 12B318 35,145 33365 28,411 26,059
(k) Total Reserves (k) fhfEaE 56,058 54,131 45264 41828
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General reserve was set up from the transfer of retained earnings and the
realised revaluation surplus on disposal of properties.

Revaluation reserve on bank premises and exchange revaluation reserve
have been set up and are dealt with in accordance with the accounting
policies adopted for the revaluation of bank premises and foreign currency
translation.

Statutory reserves are set up to satisfy the statutory requirements of certain
overseas subsidiaries and associates mainly for the purpose of covering
unidentified potential losses on risk assets in addition to those recognised
under the prevailing accounting requirements in their jurisdictions.

Capital reserve represents the capitalisation of subsidiaries’, associates' and
joint ventures' reserves.

Capital reserve — staff share options issued comprises the fair value of
the actual or estimated number of unexercised share options granted to
employees of the Bank recognised in accordance with the accounting policy
adopted for share based payment in Note 2(x)(iv).

Fair value reserve comprises the cumulative net change in the fair value of
FVOCI securities held until the securities are derecognised and is dealt with
in accordance with the accounting policies in Note 2(h).

Liability credit reserve includes the cumulative changes in the fair value of the
financial liabilities designated at FVTPL that are attributable to changes in the
credit risk of these liabilities other than those recognised in profit or loss.

Other reserves represent share of changes in equity of associates in respect
of investment revaluation reserve and revaluation reserve of bank premises.

A regulatory reserve is maintained to satisfy the provisions of the Hong
Kong Banking Ordinance for prudential supervision purposes by earmarking
amounts in respect of losses which the Bank will or may incur on loans and
advances and investments in addition to impairment losses recognised.
Movements in the reserve are earmarked directly through retained earnings
and in consultation with the HKMA. As at 31st December, 2023, the effect
of this requirement is to restrict the amount of reserves which can be
distributed by the Bank to shareholders by HK$2,138 million (2022: HK$1,742
million).

At 31st December, 2023, the aggregate amount of reserves available for
distribution to equity holders of the Bank was HK$37,462 million (2022:
HK$34,698 million). After the end of the reporting period the directors
declared a second interim dividend of HK$0.18 per ordinary share (2022:
HK$0.17 per share), amounting to HK$477 million (2022: HK$456 million).
The dividend has not been recognised as a liability at the end of the reporting
period.
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This section presents information on the Group's management of principal
risks.

The Group has established a risk governance and management framework
in line with the requirements set out by the HKMA and other regulators. This
framework is built around a structure that enables the Board and Senior
Management to discharge their risk management-related responsibilities
with appropriate delegation and checks and balances. These responsibilities
include defining risk appetite in accordance with the Group's business
strategies and objectives, formulating risk policies that govern the execution
of those strategies, and establishing procedures and limits for the approval,
control, monitoring, and remedy of risks.

The Risk Committee stands at the highest level of the Group's risk
governance structure under the Board. It consists of five independent non-
executive directors and two non-executive directors and is chaired by one
of the independent non-executive directors. The Risk Committee provides
direct oversight over the formulation of the Group's risk appetite, and sets
the levels of risk that the Group is willing to undertake with reference to
its financial capacity, strategic direction, prevailing market conditions, and
regulatory requirements.

The Risk Committee also ensures that the Group's risk appetite is reflected
in the policies and procedures that Senior Management adopt to execute
their business functions. Through the Group's management committees,
including Crisis Management Committee, Risk Management Committee,
Credit Committee, Asset and Liability Management Committee, and
Operational Risk Management Committee — and with overall co-ordination
by the Risk Management Division — the Risk Committee regularly reviews
the Group's risk management framework and ensures that all important
risk-related tasks are performed according to established policies with
appropriate resources.
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The Crisis Management Committee, Risk Management Committee, Credit
Committee, Asset and Liability Management Committee, and Operational
Risk Management Committee comprise the Senior Management, the Group
Chief Risk Officer and where appropriate senior executives from relevant

areas.

The Group has implemented an Enterprise Risk Management framework to
identify and manage potential risks in a holistic and effective manner. The
ERM framework assists the Group to achieve this, and reinforces the "Three
Lines of Defence" risk management model.

The Group has adopted the "Three Lines of Defence" risk management
structure to ensure that roles and responsibilities in regard to risk
management within the Group are clearly defined. The "Three Lines of
Defence" model is summarised as follows:

The first line of defence comprises the Risk Owners, who are heads of
business units or supporting units of the Bank Group, together with staff
under their management. They are primarily responsible for the day-to-
day risk management of their units, including establishing and executing
specific risk control mechanisms and detailed procedures.

The second line of defence consists of the Risk Controllers who
are designated staff responsible for setting out a risk management
governance framework, monitoring risks independently and supporting
the management committees in their oversight of risk management for
the Bank Group.

The third line of defence is the Internal Audit Division, which is
responsible for providing assurance as to the effectiveness of the
Group's risk management framework, including risk governance
arrangements.

The Group Chief Risk Officer co-ordinates all risk management-related
matters of the Group, works closely with the Risk Controllers on the
formulation of risk management policies and exercises risk oversight at the
Group level through a functional working relationship with all Risk Controllers
and Risk Owners.

The Group faces a variety of risks that could affect its franchise, operations,
and financial conditions. Under the ERM framework, the principal risks
comprise credit risk, interest rate risk, market risk, liquidity risk, operational
risk, reputation risk, strategic risk, legal risk, compliance risk, and technology
risk.
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(a

~

The Group has formulated policies to identify, measure, monitor, control,
and report on the various types of risk and, where appropriate, to allocate
adequate capital to cover those risks. The Group's major risk management
policies and control limits are approved by the Board and are reviewed
and enhanced on a regular basis to cater for market changes, statutory
requirements, and best practice in risk management processes. The
Board has delegated the responsibility for ongoing risk management to
the Risk Committee and the management committees. Significant risk
management-related issues must be reported to the Board, which oversees
risk management, through the Risk Committee. Moreover, on a daily basis,
the Group Chief Risk Officer is responsible for overseeing the Group's
risk management issues, which include, but are not limited to, the risk
management infrastructure, strategies, appetites, culture, and resources.

Stress testing is an integral part of the Group's risk management. The Group
regularly performs stress tests on the principal risks, where appropriate,
to assess the potential impact of stressed business conditions (including
hypothetical situations such as a significant economic downturn in Chinese
Mainland and Hong Kong) on the Group's financial positions, in particular,
capital adequacy, profitability, and liquidity. Whenever necessary, a prompt
management response will be developed and executed to mitigate potential
impacts.

Credit Risk Management
Credit risk is the risk of loss arising from a borrower or counterparty failing to
meet its obligations.

The Credit Committee is responsible for managing all credit risk-related
issues of the Group, while the Credit Risk Management Department under
the Risk Management Division of the Group is responsible for monitoring
activities relating to credit risk. The Group identifies and manages credit
risk by defining the target market segment, formulating appropriate credit
policies, and carrying out credit assessment and monitoring of asset quality.
Credit risk control limits are set for different levels. Risk, return, and market
situation are considered when setting all limits. Active limit monitoring is
undertaken.

In evaluating the credit risk associated with an individual customer or
counterparty, financial strength and repayment ability are always the primary
considerations. Credit risk may be mitigated by obtaining collateral from the
customer or counterparty.

The Group has established policies, procedures, and rating systems
to identify, measure, monitor, control, and report on credit risk. In this
connection, guidelines for management of credit risk have been laid down
in the Group's Credit Risk Management Manual. These guidelines stipulate
delegated lending authorities, credit underwriting criteria, credit monitoring
processes, an internal rating structure, credit recovery procedures and a
provisioning policy. They are reviewed and enhanced on an ongoing basis to
cater for market changes, statutory requirements, and best practice in risk
management processes.
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The Group's credit risk management for the major types of credit risk is

depicted as follows:

(i)

(iii

=

Corporate and financial institutions credit risk

The Group has laid down policies and procedures to evaluate the
potential credit risk of a particular counterparty or transaction and to
approve the transaction. For corporate and bank customers, the Group
has different internal rating systems that incorporate different risk
factors (e.g. region of operation, corporate size) and are applied to each
counterparty. For exposure classified as Specialised Lending in particular,
supervisory slotting criteria are adopted. To monitor credit concentration
risk, the Group has preset limits for exposures to individual industries
and for borrowers and groups of borrowers. The Group also has a review
process to ensure that the level of review and approval is proper and will
depend on the size of the facility and rating of the credit.

The Group undertakes on-going credit analysis and monitoring at
several levels. The policies are designed to promote early detection
of counterparty, industry or product exposures that require special
monitoring. The overall portfolio risk as well as individual impaired loans
and potential impaired loans are monitored on a regular basis.

Retail credit risk

The Group's retail credit policy and approval process are designed for
the fact that there are high volumes of relatively homogeneous and small
value transactions in each retail loan category. The design of the internal
rating system and formulation of credit policies are primarily based on
customers' background, credit behaviours and the loss experience of the
loan portfolios. The Group monitors its own and industry experience to
determine and periodically revise product terms and desired customer
profiles.

Credit risk of treasury transactions

The credit risk of the Group's treasury transactions is managed in
the same way as the Group manages its corporate and financial
institutions credit risk. The Group applies an internal rating system to its
counterparties and sets individual counterparty limits.

(iv) Credit-related commitments

The risks involved in credit-related commitments and contingencies
are essentially the same as the credit risk involved in extending loan
facilities to customers. These transactions are subject to the same credit
application, portfolio maintenance and collateral requirements as for
customers applying for loans.
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(a) Credit Risk Management (continued)
(v) Concentrations of credit risk
Concentration of credit risk exists when changes in geographic,
economic or industry factors similarly affect groups of counterparties
whose aggregate credit exposure is material in relation to the
Group's total exposures. The Group's credit portfolio is diversified
along geographic, industry and product sectors. For analysis of loans
and advances to customers by industry sectors and geographical areas,
please refer to Notes 27(b) and 27(c) respectively.

The Group monitors its credit concentration risk by adopting appropriate
risk control measures, such as setting limits on exposures to different
industries and loan portfolios.

(vi) Maximum exposure
The maximum exposure to credit risk at the end of the reporting
period without taking into consideration of any collateral held or other
credit enhancements is represented by the carrying amount of each
financial asset in the statement of financial position after deducting
any impairment allowance. A summary of the maximum exposure is as

(a) EERRERE (8

(v)

EEEFER

EEETHARRIRZHTFEER
e CERTERAZRNTE M
ZERBENEREERRAENAE
ENRERRAEEFNEERE - A&EH
NEEEGOHBETEME 175
MER BEBRTEDBEREEDE
NEFRERNEBR > 5575 2 EM =
27(b) X2 27(c) °

FEE—BRAEENERIZEGEE
PN RITEMERE G EE RER -
e EEERHER

RERR

PRER S HAAS 2R B IR ST AR AR &
FEMEERANRSEERR A
B —HDRREAEEFMNERE
BEEVBRIENREE SR
BIMEWT

follows:
2023 2022
HK$Mn B EET  HK$Mn BN EET
Cash and balances with banks ReNERITNER 44,486 53,114
Placements with and advances to banks ERITER BT 43,691 60,203
Trade bills ERES 373 529
Trading assets RABBREE 2,764 1,275
Derivative assets METEEE 9,056 11,092
Loans and advances to customers BERERRRF 526,984 542,394
Investment securities KEES 165,527 145,289
Other assets Hth&EE 38,218 38,974
Financial guarantees contracts MBEREN 13,570 14,032
Loan commitments BRI 360,382 338,673
1,205,051 1,205,575
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(vii) Credit quality analysis

Credit quality of loans and advances

The following tables set out information about the credit quality of loans

and advances to customers. Unless specifically indicated, the amounts in

RERITERATI2023F R

(Vi) SEE R
BRRBFNEEEE

TR ERLBAROEEERD N ©
FRATRIIERAE S KRR ST AIR

the table represent gross carrying amounts. EEAEEE °
2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRMANER EETRNADER Total
nEARZRARERX LEHEERR LRHEERR ag
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
% LHES i EitHIE %3 EitHIE % EitHE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
ABEET ABEEx B¥EEn  EWEER  EWEER BWEER  BWEER  AWEER
Loans and advances to BEBRATENER
customers at amortised cost  ERREH
- Grades 1-15: Pass —1-55 . &1 493730 1748 14,060 50 - = 507,790 1798
- Grades 16-17: Special Mention —16-174% : BER# - - 9987 55 - - 9987 55
- Grade 18: Substandard —18# . Rk = = - - 6,711 120 6,711 120
- Grade 19: Doubtful —19% . ®F - - - - 1918 9 1918 99
- Grade 20: Loss -0 BB = = - - 5705 230 5705 230
Total gross carrying amount ~ EREIEEE 493730 1748 24,047 105 14,334 449 532,111 2302
Impairment allowances HEER (900) (4) (691) 1) (3536) (163) (5127) (174)
Carrying amount R 492830 1744 23356 %8 10,798 286 526,984 2128
Market value of collateral held
against impairedloansand  HEZFEHR
advances to customers BIEERDE 7041
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(a) Credit Risk Management (continued)
(vii) Credit quality analysis (continued)

Credit quality of loans and advances (continued)

(a) EERRERE (8

2022

Lifetime ECL
not credit-impaired
12:month ECL FEETRINAHERA
REARZEREER ZHMEER
Accrued Accrued
Principal interest Principal interest

a8 AR a8 RS
HKSMn  HKSMn  HK$Mn  HK$Mn
ARBEn  ANEEn  BEEER  BEEER

ViV EEBEZRDT (8

BRRBHFEEEE (B

Lifetime ECL
credit-impaired
EEFRNAHERA Total
ZBHBEER i
Accrued Accrued
Principal interest Principal interest

58 EEAE 52 EEAE
HKSMn  HKSMn  HKSMn  HK$Mn

ARBER  AMBER  B¥EER  BEEER

A ENER

customers at amortised cost SRR B

Loans and advances to

~ Grades 1-16: Pass -8 A% 508,308 1534 1543 51 - - 519,851 1585
- Grades 18-17: Special Mention —16-174% : B2 - - 16018 % - - 16018 %
- Grade 18: Substandard ~184% Rk - - - - 9498 % 9498 %
- Grade 19: Doubtful 9% R % - - - - 2756 97 2756 97
- Grade 20: Loss 204 ER - - - - 891 30 891 30
Total gross carrying amount BRI (E4828 508,308 1534 21561 146 13145 23 549,014 1903
Impairment allowances HEER (1084) (5) (101) 8 (451) (123) (6620) (136)
Carrying amount e 507,224 1529 26543 138 8627 100 542,394 1767

Market value of collateral held
against impaired loans and ~ BEZPEFR
BIRRRTE

advances to customers

5,901

Collateral includes any tangible security that carries a fair market value
and is readily marketable. This includes (but is not limited to) cash and
deposits, stocks and bonds, mortgages over properties and charges
over other fixed assets such as plant and equipment. Where collateral
values are greater than gross loans and advances to customers, only the
amount of collateral up to the gross loans and advances is included.

Credit quality of financial assets other than loans and advances

The following tables set out the credit analysis for financial assets other
than loans and advances to customers, measured at amortised cost and
FVOCI. Unless specifically indicated, for financial assets, the amounts
in the table represent gross carrying amounts/fair value. For loan
commitment and financial guarantee contracts, the amounts in the table
represent the amounts committed or guaranteed, respectively.
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2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired

12:month ECL FEETRNEAHA FEFRNEHER Total

nEARZRARERX LEREEERA LBHEERR 1]
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
% EiRIE x¢ KRS £¢  EHAE x¢  EHAE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BY¥AER EWEER RWEEn BMEER  BMEER  EWAEER  AWEER  RMEEX

Trade bills measured at HEERAHENES
amortised cost ZH
- Grades -15: Pass —1-154 - A1 250 - 1 - - - 251 -
Total gross carryingamount ~ SRE(EEE 250 - 1 - - - 21 -
Impairment allowances HEER = = = = = = = =
Carrying amount R 250 - 1 - - - 21 -
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired

12-month ECL HEERRMEHEN EERRNEHER Total

RERANZRBEERR ZRBEERR ZREBEERR %
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
58 R ¢ EHE ¢ EHHE ¢ EHHR
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ABEEn A¥EEn BEEEn  BEEAn  BWEER  AREEn  A¥EEn  AEEEn

Trade bills measured at BEBRAHENES
amortised cost ZE

- Grades -15: Pass ~1-154 . A1 4 - - - - - 4 -
Total gross carryingamount  SRE(EEE 4 - - - - - 4 -
Impairment allowances HEER - - - - - - - -
Carrying amount fak 4 - - - - - 4 -
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(a) EERRERE (8
ViV EEBEZRDT (8
BEMRZBHFIIEHMEENEEER

(a) Credit Risk Management (continued)
(vii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances

(continued) = (#B)
2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRINADER RETRNANER Total
NERNZERRER ZEBEER JEHEEEX 1]
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
A% RS A8 RS A8 EHE i8S

HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn

B¥AER AWEEn AMEEn BMEER  BMEER  EWEER EWBER  AMEEX
EREMREREN
REATEETEN
Trade bills measured at FVOCI ~ EREH
- Grades 1-15: Pass -+ &% 122 = - - - - 122 -
Total carrying amount at fair
value FREGE-RATER 12 - - - - - 122 -
Impairment allowances HEER = = = = = = = =
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12:month ECL FHEERROANERA ERFRNAHEA Total
REARZEREER ZEHEER ZEMEER g
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
58 R 58 R 58 EHER 3¢ AR
HKS$ Mn HK$ Mn HKS$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn
AREEn  BMEEn  AWEEn  BBERR  BNESn  AREEn  BMEEn  AWEER
EREMREREN
RAATRE
Trade bills measured at FVOCI ~ BRZH
- Grades 1-15: Pass —-58 . Ak 480 - 8 - - - 488 -
Total carrying amount at fair
value REELE-RATEE 480 - 8 - - - 488 -
Impairment allowances HEERE - - - - - - - -
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B SRR MIEE ()
2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired

12:month ECL FEETRNEAHA FEFRNEHER Total

nEARZRARERX LEREEERA LBHEERR 1]
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
% EiRIE x¢ KRS £¢  EHAE x¢  EHAE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BY¥AER EWEER RWEEn BMEER  BMEER  EWAEER  AWEER  RMEEX

Placements with and
advances to banks ERONERRER
- Grades -15: Pass -6 2 43693 164 - - - - 43693 164
Total gross carrying amount ~ EREIE2% 43693 164 S g S g 43693 164
Impairment allowances HEER ) = - - - - () -
Carrying amount R 43601 164 - - - - 43691 164
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired

12-month ECL HEERRMEHEN EERRNEHER Total

RERANZRBEERR ZRBEERR ZREBEERR %
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
58 R ¢ EHE ¢ EHHE ¢ EHHR
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ABEEn A¥EEn BEEEn  BEEAn  BWEER  AREEn  A¥EEn  AEEEn

Placements with and
advances to banks ERANERRES

- Grades 1-15: Pass -6} i 60204 2 - - - - 60204 2
Total gross carryingamount  SRE(EEE 60,204 122 - - - - 60,204 1
Impairment allowances AEER () - - - - - () -
Carrying amount REE 60203 122 - - - - 60203 2
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(a) EERRERE (8
ViV EEBEZRDT (8
BEMRZBHFIIEHMEENEEER

(a) Credit Risk Management (continued)
(vii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances

(continued,) = (#B)
2023
Lifetime ECL
not credit- Lifetime ECL
impaired credit-impaired
12-month ECL FEETRM FERRM
12f8RRZ SHER SHNER Total
BEEEELx ZBEHRER%X  2EHGEEX 8y
HKSMn B¥EET HKSMnB¥EEL HKSMnBBEET HKSMn BEEER
Loan commitments BAEE
- Grades 1-15: Pass —1-168 : & 355,18 4843 - 359,961
- Grades 16-17: Special Mention —16-174% . BB - 522 - 522
Total am 355,18 5,365 - 360,483
Impairment allowances AEERE (90) (11) - (101)
Financial guarantee contracts MBEREN
- Grades 1-15: Pass 1164 &% 13,110 8 - 13,118
- Grades 16-17: Special Mention —16-174% - BERE = 136 = 136
- Grade 18: Substandard —184% iR - - 630 630
Total nE 13,110 144 630 13,884
Impairment allowances HEEE (22) (1) (281) (314)
2022
Lifetime ECL
not credit- Lifetime ECL
impaired credit-impaired
12-month ECL FEERRM BRERRMN
12fBRRZ BHER BHHR Total
BHEERLY  ZEEGEERX  ZEHREBX i
HK$Mn BEEET  HKSMnABEET  HKSMnBEEET HKSMn BEEER
Loan commitments BREE
- Grades 1-15: Pass —1-54% . A1k 334,520 3,906 - 338,426
- Grades 16-17: Special Mention —16-17%%  BEET - 313 - 373
Total % 334520 4,279 - 338,799
Impairment allowances HEEE (107) (19) - (126)
Financial guarantee contracts MBIEREN
- Grades 1-15: Pass —1-154%  H1% 12476 1058 - 13534
- Grades 16-17: Special Mention —16-174% . EERE - 28 - 28
- Grade 18: Substandard —184% . KR - - 662 662
Total as 12476 1086 662 14,224
Impairment allowances HE%ERE (14) (4) (174) (192)
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Credit risk of treasury transactions is managed in the same way as the

Group manages its corporate and bank lending risk and risk gradings are

applied to the counterparties with individual counterparty limits set.

At the end of the reporting period, the credit quality of investment in

debt securities analysed by designation of external credit assessment

institution, Moody's Investor Services, or equivalent, is as follows:

RERITERATI2023F R

BEERGNEERREESE B
EHREEEPENRTEENE—
BN ARG EEBNREENSF
FRERBYE T o

MREREHERE - RBINEEEETAR
WA BERERY - WEBFRE
SHARIEAE > PRISE 2 BB A RERN
EEEZESMNT :

2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12:month ECL FEETRNENHA FEFRNEHER Total
nEARZRARERX LEREEER LRHEERR 1]
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
i LHES i EitHIE g EitHIE .3 EitHE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
EWEEn EWEEn ABEEn AMEEn  AMEER  EMEER  RMEER  BMEER
Debt investment securities ~ FRESER A2
measured at amortised cost R EHF
Aaa Aaa = = = = = = = =
Aalto Aa3 AalEAa3 3252 2 - - - - 3252 2
Alto A3 MEA3 2244 49 - - - - 2244 49
Baal to Baa3 Baal £ Baa3 1886 8 = = = = 1886 8
Below Baa3 Baa3 )l T 650 6 12 1 682 29 1504 3%
Unrated e 2395 Pl 207 6 374 1 2976 49
Total gross carryingamount  ERE(EAEER 10,427 2 379 7 1,056 45 11,862 144
Impairment allowances HEER (19) - @) - (645) (45) (672) (45)
Carrying amount FEE 10,408 92 an 7 4 - 11190 99
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(a) Credit Risk Management (continued) (a) GERKREE (@
(vii) Credit quality analysis (continued) (il EEEZ N (@
Credit quality of financial assets other than loans and advances BREZRBZIEHMEENSEE
(continued) = (#B)
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FRETRIEHER EETRNEHER Total
NEARZESEEEA ZRHEEEX ZRHEEEX ag
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

% ERIE % ERIE %) EiAIE %) EAIE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BEEER AMEER BMEBn BWEER B¥EEn BWEEn  A¥EER  A¥EER

Debt investment securities  FRE SR AT ER
measured at amortised cost  RERERE

Aaa Aaa - - - - - - - -
AaTto Aa3 Al EAs3 320 1 - - - - 320 1
Afto A3 MEA3 4088 7 - - - - 4068 7
Baal to Baa3 Baal £ Baa3 2248 18 - - - - 2248 18
Below Baa3 Baa3 (T 538 7 405 4 193 2 1136 13
Unrated e 3584 4 38 8 253 5 4,205 61
Total gross carryingamount BRI E4828 13648 146 3 ? 448 7 14867 165
Impairment allowances HEER (66) () (98) () (241) (7) (405) (10)
Carrying amount KmfE 13582 145 675 10 205 - 14,462 155
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2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12:month ECL FEETRNEAHA FEFRNEHER Total
BN ERRERR LEREEERA AL S 1]
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest
x¢  EAS x¢ KRS £¢  EHAE x¢  EHAE
HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn HKS Mn
BY¥AER EWEER RWEEn BMEER  BMEER  EWAEER  AWEER  RMEEX
HRRRM2EREN

Debt investment securities REATEEHEN

measured at FVOC| ERREES
Aaa Aaa 9,057 3 = = = = 9,057 3
Aalto Aa3 AalE Aa3 30,720 131 - - - - 30,720 131
ATtoA3 AMEA3 66,383 848 - - - - 66,383 848
Baal to Baa3 Baal % Baa3 42922 473 - - - - 42922 4713
Below Baa3 Baa3ll T 76 = 315 3 14 4 405 7
Unrated e 2243 43 531 9 - - 2714 52
Total carrying amount at fair

value REESE-RATEE 151401 1498 846 12 14 4 152,261 1514
where impairment allowances

included BEHEEE (%8) (1) (14) - (48) (4) (160) (5)
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(a) EERRERE (8
ViV EEBEZRDT (8
BEMRZBHFIIEHMEENEEER

(a) Credit Risk Management (continued)
(vii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances

(continued) = (#B)
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired

12-month ECL FHEEFRMEHEM EERRNEHER Total

REANZREEER ZHMEER ZBHBEER i
Accrued Accrued Accrued Accrued
Principal interest Principal interest Principal interest Principal interest

a8 AR
HKSMn  HK$Mn

a8 RS
HKSMn  HK$Mn

58 EEAE
HKSMn  HK$Mn

52 EEAE
HK$Mn  HK$Mn

E¥EERT  BEEEn BWEEn AWERR  BMESn  AREEn  BMEEn  AWEER
HRAEM2EREN
Debt investment securities REAFEEHEN
measured at FVOCI EBREES
Aaa Aaa 7305 10 - - - - 7,305 0
Aatto Aa3 AalE Aa3 21855 3 - - - - 21855 37
Atto A3 MEA3 56412 798 - - - - 58412 798
Baal to Baa3 Baal % Baa3 37906 419 803 9 - - 38,709 428
Below Baa3 Baa3l{ T 233 2 28 3 - - 461 5
Unrated &5 281 ki - - - - 2815 3
Total carrying amount at fair
value REERE-RATEE 126526 1303 1031 ? - - 127557 136
where impairment allowances
included B REER (214) 2) (41) - - - (255) (2)
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TREHIZEB BB S U RBRATER
SAERIERSBREBRERFNIE

The following table sets out the credit analysis for non-trading debt
investment securities measured at FVTPL.

B e
2023 2022

HK$Mn BHEET  HK$Mn BEEETR

Non-trading debt investment securities BEBREEURBATEENEN
measured at FVTPL FXZRAREHREES
Aaa Aaa = -
Aalto Aa3 Aal%E Aa3 = -
Alto A3 ATEA3 = 192
Baal to Baa3 Baal E Baa3 2,076 2,963
Below Baa3 Baa3 AT = -
Unrated TR - 115
Total carrying amount at fair value RAERE-BATER 2,076 3270
The following table sets out the credit analysis for trading debt TREIEXZEREBREESFDN
investment securities. EED e
2023 2022

HK$ Mn BEEET HK$Mn AR EET

Trading debt investment securities BEBEEUARBRATEENEN
measured at FVTPL RHBREBKRERS

Aaa Aaa = -
Aal to Aa3 AalZE Aa3 - 99
Alto A3 ATEA3 2,764 1,176
Baal to Baa3 Baal £ Baa3 - -
Below Baa3 Baa3 L F = -
Unrated E = -
Total carrying amount at fair value REEEE-ELTEE 2,764 1,275
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(a) Credit Risk Management (continued)
(vii) Credit quality analysis (continued)
Credit quality of financial assets other than loans and advances
(continued)
The following table shows the credit quality of the counterparties to
which there were exposures arising from derivative asset transactions.

(a) EERRERE (8
ViV EEBEZRDT (8

BEMRZBHFIIEHMEENEEER
EJ¢-))

TR ETETEAEERZMESE
ZHFEEERIFUT -

2023 2022
HK$Mn BEEET HKSMn BEEET
Derivative assets TETIREE
Aalto Aa3 Aal & Aa3 6,438 8,317
Alto A3 ATEA3 989 1183
Baal to Baa3 Baal £ Baa3 698 612
Below Baa3 Baa3 LT = -
Unrated TR 931 980
Total carrying amount at fair value RAEGE-BRATER 9,056 11,092
Cash and balances with banks £ RERITHIGS T

At 31st December, 2023, the Group held cash and balances with banks
of HK$45,904 million (2022: HK$54,581 million), of which 96% (2022:
97%) of cash and balances with banks counterparties that are rated at
investment grade, based on Moody's Investors Service, or equivalent
ratings.

(viii) Details of key areas in measurement of ECLs
The Group adopts a forward-looking "expected credit loss" model for
measuring and recognising impairment loss to meet the requirement of
HKFRS 9.
The impairment requirements of HKFRS 9 are complex and require

management judgements, estimates and assumptions, particularly in the
following areas, which are discussed in detail below:

— Assessing whether the credit risk of an asset has increased

significantly since initial recognition; and

— Incorporating forward-looking information into the measurement of
ECLs.

The key inputs into the measurement of ECL are Probability of default
(PD); Loss given default (LGD); and Exposure at default (EAD).

—241 -
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The Group has established a framework to determine whether the credit
risk on a particular financial asset has increased significantly since initial
recognition (see Note 2(h)(vii)). The framework aligns with the Group's

internal credit risk management process.

Credit risk grades

For majority of the Group's portfolios, the Group assigns each exposure
to a credit risk grade that is determined according to the predicted level
of the risk of default. Credit risk grades are defined using qualitative and
guantitative factors that are indicative of risk of default. These factors
vary depending on the nature of the exposure and the type of borrower.

The table below provides the 12-month Probability of default (“PD")
range for each credit risk grade of retail and non-retail portfolios. The
table also provides an indicative mapping of how the Group's internal
credit risk grades relate to PD and, for the non-retail portfolio, to external
credit ratings of Standard & Poor's.

Internal Credit Risk Grade Remarks on Default Risk

12-Month PD Range

FEBERUKFUEEX —S/RE
ENEERRETRIGEERER
B0 (¥ RMYEE2(h) (vil) o i S
SENNEIEERREEEFWS

1=/ /m B S 4Rk
HRAEEARZHEEES  ~&H
AHE—EEERRKEREENRR
BIEAIMEE —BEERRTR - E
BRERERERRPEGRREN
MEEBREFEREE - BERFIURR
BB AER M E M ER AR

TREHRTZENFTEREEGH
SEEARRSHN2E/ERHR
REE - ZRERTTAEEIFTE
EEASHAENERARFRERE
LSS R STARRIE R IE 2 E o

External Rating Benchmark

REBERRBRER EBHRBNES 1218 B PD &5 [E MBFRERE
1-3 Minimal to Low risk iB/NEEHEE  0.0000% to & 0.0857% AAA to E A-
4-8 Moderate risk 3 fZ /& k3 0.0857% to & 0.4290% BBB+ to £ BBB-
9-11 Substantial risk B &= & B 0.4290% to & 1.6500% BB+ to ZBB-
12-15 High risk &= &k 1.6500% to & 8.3531% B+ to £ B-
16-17 Very High risk 18 = @& 8.3531% to = 100% CCC+toEC
18-20 Default %Y 100% D

For the remaining portfolios without credit risk grade assignment,
references of peer bank PD estimates of similar portfolios and the long-

run average default rate of the portfolios are used.
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(a) Credit Risk Management (continued)
(viii) Details of key areas in measurement of ECLs (continued)

Generating the term structure of PD

Credit risk grades are a primary input into the determination of the
term structure of PD for exposures. The Group also collects historical
performance and default information about portfolios of credit risk
exposures analysed by jurisdiction or region and by type of product and
borrower as well as by credit risk grading. For some portfolios with no
internal data available, information from external data sources is used. In
particular,

Portfolio A4 External data sources 5P £ R

(a) EERRERE (8

(vii) FERRE EEK I EEP EE 2 BT
it (%)
ERHAFIIHIRETE
ERARSREEEESHARENE
REBHNIZ@A - AEETEIZE
FEERIMERERTROMNESR
[\ BR o LUK EE R M tE R A FR B L
REERBTENELRIRRENE
B W —ERERNBBENKREMR
& BIBBIERNEEEWER -
LSk

Debt exposures &7 /& B &I
Bank exposures $R1T &Lk K IE
Sovereign exposures 3 58 B B AR I

Moody's Investors Service: Annual default study report 723818 & IR% | EEENARRE
Wind Information Co., Ltd: Debt default report 8132 ERMTRHBIRAE | BNESRS

The Group deploys statistical models to analyse the data collected and
generate estimates of PD of exposures expected to change as a result
of the passage of time. The estimation of PD term structure makes use
of the annual credit risk grade transition for the portfolios with credit risk
grade assignment. For the portfolios without credit risk grade assignment
and no credit risk grade transition information available, the PD term
structure estimation is referenced to forecasts of economic index
relevant to the portfolio.

LGD is the magnitude of the likely loss if there is a default. For the retalil
and corporate portfolio with sufficient historical loss and recovery data,
the collateral recovery rates and the LGD estimates can be derived.
For portfolios with insufficient historical loss and recovery data, either
reference to peer bank LGD estimates of the similar portfolios or external
data source are used for deriving the LGD estimates.

For portfolio with individual assessment of credit risk mitigation
measures, collateral values are projected for different economic
scenarios so as to reflect the LGD estimates under different economic
scenarios. For other portfolios, different scenario portfolio LGDs are
derived by benchmarking to corresponding LGDs within a long period of
historical LGDs.

EAD represents the expected exposure in the event of a default. The EAD
of a financial asset is its gross carrying amount at the time of default.
For lending commitments or undrawn limit of retail revolving products,
the EAD is the potential future amounts that may be drawn under the
contract. For financial guarantees, the EAD represents the amount of the
guaranteed exposure when the financial guarantee becomes payable.
The EAD estimates are adopted using the parameters suggested by
BASEL or statistical model based on historical data.
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Significant increase in credit risk

Exposures are subject to ongoing monitoring, which may result in an
exposure being moved to a different credit risk grade when the risk
of asset changes. The Group primarily identifies whether a significant
increase in credit risk under HKFRS 9 has occurred for an exposure by

comparing:

— the credit risk grade at the reporting date; with

— the credit risk grade at the initial recognition of the exposure.

The Group deems the credit risk of a particular exposure to have
increased significantly since initial recognition if the current credit risk
grade deteriorates by a pre-determined number of notches. The criteria
for determining the number of notches may vary by portfolio and include
a backstop based on delinquency.

As a backstop, and as required by HKFRS 9, the Group presumptively
considers that a significant increase in credit risk occurs no later than
when an asset is more than 30 days past due. Also, being Special-
mention under HKMA classification is also an indicator of significant
increase in credit risk.

The Group monitors the effectiveness of the criteria used to identify

significant increases in credit risk by regular review to confirm that:

— the criteria are capable of identifying significant increase in credit risk
before an exposure is in default;

— exposures are not generally transferred directly from 12-month ECL
measurement to credit-impaired; and

— there is no unwarranted volatility in loss allowance from transfers
between 12-month ECL and lifetime ECL measurements.
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(a) Credit Risk Management (continued)
(viii) Details of key areas in measurement of ECLs (continued)

Incorporating forward-looking information into the measurement of
ECLs

The Group has identified key drivers of systematic credit risk for each
portfolio of financial assets based on an analysis of historical data
in which relationship between macro-economic indicators and the
systematic credit risk is exhibited.

The Group formulates economic forward looking scenarios for the
view of the future direction of major economic indicators such as
GDP, unemployment rate, property price index, interest rate and other
economic indicators specific to particular portfolio.

For each portfolio, the key drivers under forward looking scenarios
are applied for estimating the systematic credit risk component of
an obligor's Probability of Default ("PD") used in calculating ECLs.
In addition to PD, relevant macro-economic indicators are used for
projection of the collateral value for recovery rate estimates used in ECL
calculation.

The Group adopts the use of three economic scenarios. In each region/
country where the Group operates, the Group formulates probability
for each scenario and forecast the major macro-economic indicators
to reflect the Group's forward-looking view on the future business

outcomes in that particular region/country under each scenario.

The forecasts of baseline scenario are based on advice from the in-
house economic experts and considerations of a variety of actual and
forecast information, such as economic data and forecasts published by
governmental bodies and monetary authorities in the regions/countries
where the Group operates. The Group also takes reference from the
forecasts by international agencies and private sector analysts to
formulate an objective assessment, while taking into account domestic
and international economic and political developments, and changes in
local economic policies. Econometric methods such as autoregressive
and linear regression models are applied as a tool to forecast the
variables, like equity and property prices movements, etc., in the regions/
countries concerned.

The baseline scenario represents the most-likely outcome that the Group

expects. The corresponding probability is reflecting the confidence of the

future uncertainties are being captured in the baseline scenario forecast.
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The other scenarios are an optimistic scenario and a pessimistic scenario,
to capture the less likely, yet possible, upside and downside divergence
from the baseline forecast. These scenarios and their probabilities
represent the Group's view that in case the future outcome is outside the
expectation as in the baseline scenario, how likely it would be optimistic
(i.e. unexpectedly good) or pessimistic (i.e. unexpectedly bad) and how
unexpectedly good or unexpectedly bad outcomes will be, based on
economic outlook, potential domestic and international economic and
political risks affecting the regions/countries the Group has business
presence, and the strength of a region/country's fundamentals to
weather through crises. Forecasts for these two scenarios are mainly
derived from the historical volatility of the data series, with a wider
divergence from the baseline over time.

The baseline, optimistic and pessimistic scenarios are updated quarterly
to timely reflect a change in the current economic sentiment locally and
internationally.

Baseline scenario — Hong Kong

The Hong Kong economy continued to recover, driven by economic
reopening and pent-up demand. For the first three quarters of 2023,
Hong Kong's real GDP grew by 2.8% year-on-year. Solid private
consumption and a rebound in inbound tourism have served as the
primary growth engines for the economic recovery. Meanwhile, global
monetary tightening and rising geopolitical risks have adversely
affected investment sentiment and external demand. The Government
also implemented measures to support the economy, such as the
disbursement consumption vouchers and launching a series of mega
events to encourage household spending and attract tourists, while
overall public spending has gradually returned to the pre-pandemic trend
after the huge Covid-related budgets in 2021 and 2022.

Looking ahead, the Hong Kong economy is set to leverage its solid
fundamentals against a challenging external environment. On one hand,
private consumption and inbound tourism, two major supporting forces
for the economy, are expected to remain resilient to ensure a continued
recovery. In particular, ongoing progress in resuming cross-border and
international transportation capacity is likely to further boost visitor
arrivals to Hong Kong. Besides, the Government's efforts to attract talent
have begun to bear fruit. As of the end of September, about 60,000
talents have already arrived Hong Kong, nearly 1.6% of the labour force.
The talent inflows would help relieve the labour market's tightness,
further boosting the recovery momentum. On the external front, with
global monetary tightening remaining intact as interest rates are poised
to stay higher for longer, investment and merchandise trade demand
are likely to remain a drag on growth. It is worth noting that the 2023
Policy Address announced a series of measures to support the residential
property market and rolled out a comprehensive plan to develop Hong
Kong's economic strengths in the "eight centres” as outlined in the 14th
Five-Year Plan. On balance, the Hong Kong economy is anticipated to
continue a steady recovery ahead.
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(a) Credit Risk Management (continued)
(viii) Details of key areas in measurement of ECLs (continued)

Incorporating forward-looking information into the measurement of
ECLs (continued)

Baseline scenario — Chinese Mainland

The Chinese Mainland economy has staged a steady recovery in the
post-pandemic period. For the first three quarters of 2023, gross
domestic product growth reached 5.2% year-on-year. Domestic
consumption, particularly in the services sector, took the lead in the
recovery. Industrial production and infrastructure investment expanded
steadily. Moreover, the policy easing measures by the Mainland
authorities are gaining momentum. The policy measures are not only
limited to conventional fiscal and monetary policy, such as reductions of
reserve requirement ratio and policy rates, and support to the targeted
sectors, but also include raising fiscal deficits, and frontloading local
government special bond issuances, etc. In addition, the enhanced policy
mix also covered demand-side property easing and developers' funding
support as well as measures to foster capital market developments,
improve the operating environment of private sector, and attract foreign
investment, etc.

Looking ahead, the Chinese Mainland economy will maintain a more
balanced and stable growth, with a continued focus on high-quality
development. In the near-term, there is still room for stronger policy
support to reinforce consumption and investment, ensuring stability
in growth, employment and prices. In the medium-to-long term, dual-
circulation strategy is upheld as the top economic agenda. Domestic
consumption will be increasingly playing a pivotal role in the economy,
with continued measures to expand middle income consumers.
Innovation and technology will be further developed into a major growth
driver, with a focus in fostering strategic emerging industries such as
advanced manufacturing, next-generation information technology,
biological sciences, new materials, new energy, artificial intelligence, etc.
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Forecast of key macroeconomic indicators (3 years average

(2024-2026))

RERTHRAT2023F K

TELHEE
(2024-2026))

EERENA (3FFH

Scenario Macroeconomic Indicator Hong Kong Chinese Mainland
Bx REREEIEE HE T E it
Optimistic Real GDP (YoY growth) 6.4% 6.6%
SLEER BEAMEERE (RFER)
Property Price Index (Compounded annual growth rate) 5.9% 3.2%
BHEBKIEH EEFHBES)
Unemployment Rate 2.0% 4.9%
sgw
3-month Interest Rate 5.5% 4.5%
3fEA R
Baseline Real GDP (YoY growth) 3.3% 5.0%
BEERS BEAMEERE (BRFER)
Property Price Index (Compounded annual growth rate) 2.3% 1.8%
BHEBKIEH (e FBES)
Unemployment Rate 2.8% 5.0%
gE
3-month Interest Rate 4.5% 3.4%
3fE A A=
Pessimistic Real GDP (YoY growth) 0.2% 3.3%
HEES BEAMEERE (RFER)
Property Price Index (Compounded annual growth rate) -1.7% 0.3%
BHEBKIEH (e FHBRES)
Unemployment Rate 3.8% 5.1%
IS =
3-month Interest Rate 2.5% 2.3%

Y EIER R ES

~ 248 -
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(a) Credit Risk Management (continued)
(ix) Impairment allowances reconciliation

The following tables show reconciliations from the opening to the closing
balance of the impairment allowance by type of financial instrument.
The reconciliation is prepared by comparing the position of impairment
allowance between 1st January and 31st December at transaction level.
Transfers between different stages of ECL are deemed to occur at the
beginning of the year and therefore amounts transferred net to zero. The
re-measurement of ECL resulting from a change in ECL stage is reported
under the ECL stage in which they are transferred to.

Explanations of 12-month ECL, lifetime ECL and credit-impaired are
included in Note 2.

(a) EERRERE (8
(ix) BEZERE IR

TRITIZER T ANRFEI DR
EEERHEREIRGRTHR
RBHERRY AR LLEUR BRI A
1BE12 8 31 BB ZEEBIRR °
TREEERATEIME R 7 B E B
BN ENEE > WEREEFRS
T NREHEERAMBREEMSIZ
NENtERAEERAGLIERR
HRHNBAEERRMERIET -

BER1R2ERRNZEMAERRLX &4
HNZREERAREETRIE
G

2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM BETRN
12{EBRZ BHHRZ CE oL Total
RBHEEEL BHEEEL EEERR ek
HK$Mn BBEET  HKSMnAREET  HKSMnBEEET  HKSMn BEEER
Loans and advances to customers RREZRBR
Balance at st January 1A 1B 1089 1026 4,641 6,756
Transfer to 12-month ECL BENERNZBHEERL 117 (117) - -
Transfer to lifetime ECL not credit- EEFEEARNANEN BEE
impaired Bk (24) 24 - -
Transfer to lifetime ECL credit- BEEETRNANENZEE
impaired EEB% (37) (493) 530 -
New financial assets originated or RESEAZNERER
purchased, assets derecognised, HEEDEE  BIN
repayments and further lending E-HER 106 232 344 682
Write-offs Hish - - (6,819) (6,819)
Changes in models BRES (175) (34) = (209)
Net remeasurement of impairment
allowances (including exchange AEERNERIEFHE
adjustments) (BEMERR) (172) 60 5003 4,891
Balance at 31st December liQPER Rk 904 698 3699 5,301
Of which: A
For loans and advances to customers  SLIZESHANE B EFREN (I
at amortised cost (Note 27(3)) i#27(a) 900 691 3536 5,127
For related accrued interest
recelvable (Note 33) SERRIRIEAIS (132 39) 4 7 163 174
904 698 3,699 5,301
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B SRR MIEE ()
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM BRETRM
2ERAZ ok T ord Tota
BHREERE BHREERE RBEERE fam
HK$Mn BEEET HKSMn BBEET HKSMn BEEET HK$Mn BEEETR
Loans and advances to
customers ERENRBH
Balance at Ist January R1B1BMER 670 528 3,281 4429
Transfer to 12-month ECL SEREANZEHEERE 165 (166) - -
Transfer to lifetime ECL not credit- ~ BEFEERRNAKERZ B
impaired BEEX (2) 54 (27) -
Transfer to lifetime ECL credit- EEEETRNANHRNZBE
impaired BEEX (24) (141) 165 -
New financial assets originated
or purchased, assets RESBAZHEREE
derecognised, repayments and WHEREE  BRK
further lending E—FEX 350 14 273 737
Write-offs sk - - (3,095) (3,095)
Net remeasurement of impairment
allowances (including HEERNERHERE
exchange adjustments) (BEINERE) (35) 626 4,094 4,685
Balance at 31st December F1 A3 RNER 1,089 1026 4841 6,756
Of which: Hep:
For loans and advances to
customers at amortised cost HEEHNANE P EFRER
(Note 27(a)) (Hizt2r) 1084 1018 4518 6,620
For related accrued interest
receivable (Note 33) SHARRAMERIES RS (W2 33) 5 8 123 136
1089 1026 4641 6,756

EHE2023F R 2022F 1283180
FERNEMBNERERLBERNE
MERERMEETENNERD S
AR B3t M B E10.67 87T °

The total contractual amounts of loans and advances to customers
written off during the year ended 31st December, 2023 and 2022
which are still subject to enforcement activity are HK$5,513 million and
HK$1,067 million respectively.
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(a) EERRERE (8
(ix) R EEHLER (8

(a) Credit Risk Management (continued)
(ix) Impairment allowances reconciliation (continued)

2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEETRM EETRH
12{BARZ AlEBRZ AlBRZ Total
BHEERX BOEERK BEEERK i
HK$Mn BEEET  HKSMnBEEET  HKSMnBEEET  HKSMnBEEET
Debt investment securities REREES
Balance at st January 1B 1BR4EE 283 141 248 672
Transfer to 12-month ECL BENERNZBHGERL 12 (12) - -
Transfer to lifetime ECL not BEFEERRNANERN BE
credit-impaired REBX Ul 7 - -
Transfer to lifetime ECL BEEETRNANENZES
credit-impaired REBX = (99) 9 =
New financial assets originated
or purchased, assets RETEAZNSHEE
derecognised, repayments and HEEDEE  BIN
further investment E-SRE (16) (10) - (28)
Write-offs HisH - - - -
Net remeasurement of impairment
allowances (including HEERNENTE3E
exchange adjustments) (BEHNERR) (154) (5) 395 236
Balance at 31st December K128 31 B ER 118 2 742 882
Of which: Hep:
For debt investment securities
meastred at amortised HRAHRAHENEERE
cost (Note 28) &% (2 28) 19 8 645 672
For related accrued interest
receivable (Note 33) TEERRERIE (W 33) - - 45 45
19 8 690 uy
For debt investment securities HREBHMZANEURBAT
measured at FVOC| BENENEERERS 98 14 48 160
For related accrued interest
receivable FAREEMELFIE 1 - 4 5
9 14 52 165
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2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM BRETRM
12fBBRZ RHERNZ RHEBRNZ Total
BHREERE BHREERE RBEERE g
HK$Mn BEEET HKSMn BBEET HKSMn BEEET HK$Mn BEEETR
Debt investment securities ERREES
Balance at Ist January R1B1BMER 284 47 - 331
Transfer to 12-month ECL BENERERZBHEERL - - - -
Transfer to lifetime ECL not BEIFEEFRMANER B
creditimpaired FEBK (1) 1 - -
Transfer to lifetime ECL BEEETRNANHRNZBH
creditimpaired EER% (5) (13) 18 -
New financial assets originated
or purchased, assets RESBAZTEREE
derecognised, repayments and WHEREE  BRK
further investment E-SRE 25 21 - 46
Write-offs HisH - - - -
Net remeasurement of impairment
allowances (including HEERNERHERE
exchange adjustments) (BEINERE) (10) 75 230 295
Balance at 31st December F1 A3 RNER 283 1 248 672
Of which: Her:
For debt investment securities
measured at amortised HEEHER A ENERRE
cost (Note 28) &% (Wt 28) 86 %8 24 405
For related accrued interest
receivable (Note 33) SHARRRE MR & (72 33) 1 2 7 10
67 100 248 415
For debt investment securities DB MR ERENRBAT
measured at FVOCI BEFBNEBREES 214 | - 255
For related accrued interest
receivable FIERENERI & 2 - - 2
216 4 - 257

The impairment allowances of debt investment securities measured
at FVOCI are not separately recognised in the statement of financial
position because they have been adjusted to the carrying amounts of

debt investment securities measured at FVOCI as their fair values.
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(a) EERRERE (8

(a) Credit Risk Management (continued)

(ix) Impairment allowances reconciliation (continued)

(ix) R EEHLER (8

2023
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL JHEERRM BERRH
12fBRRZ BHERNZ afERZ Total
RHEEEX RHEEEX RHEEEX L
HK$Mn BEEET  HKSMnBEEET  HKSMnBEEERT  HKSMnBEEETR
Others Hfth
Balance at st January 1B 1 BB 133 3 238 394
BERERNZES
Transfer to 12-month ECL REEX 12 (12) - -
Transfer to lfetime ECL not EEFEETRNANERZES
credit-impaired REBL (1 1 = -
Transfer to lifetime ECL EEEEARNANEAZEE
credit-impaired BERX - - - -
New financial assets originated
or purchased, assets REAEAZNERER
derecognised and repayments HHEDBERED (18) 2 (1) (@)
Write-offs i = = (2) (@
Net remeasurement of impairment
allowances (including AEEGNEHIESE
exchange adjustments) (BENERE) (4) 8 122 126
Balance at 31st December KA ANE 122 2 347 491
Of which: A
For trade bills meastred at HEBRAMZARENREA
FVOCI TEEENERTE S - - -
For related accrued interest
receivable AR S = = = =
For trade bills measured at amortised FREENAHENERES
cost (Note 25) (Hizt25) - - - -
For related accrued interest
receivable RS = = = =
Forplacements withand advancesto ~ SFERITHERRET
banks (Note 24) (zt24) 2 - - 2
For related accrued interest
receivable RIS = = = =
2 - - 2
For cash and balances with banks FRERERTNES
(Note 23) (Hrt23) 1 - - 1
For related accrued interest
receivable FAEERENT R = = = =
1 - - 1
For loan commitments and
financial guarantee contracts BERAENHBRREH
(Note 37) iz s7) 112 2 281 415
For account receivables and other HENERD R EMEE
accounts other than accrued (FEUrESRIS RSN
interest receivable (Note 33) (H15233) 7 = 66 73
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B F5ER R MIEE (48)
2022
Lifetime ECL Lifetime ECL
not credit-impaired credit-impaired
12-month ECL FEERRM BERRMN
REBRZ BNHRZ BNMRZ Total
BHEEE LR iPS BHEEEX k]
HK$ Mn B EET HKSMn BBEET HKSMn BEEER HKSMn B EET
Others Hth
Balance at Ist January 1B 1BMER 143 24 85 252
Transfer to 12-month ECL EEREANZBHEERL 2 (2) - -
Transfer to lifetime ECL not BEIEETRNANERZ B
creditimpaired BERK - - - -
Transfer to lifetime ECL EEEETRNANHRNZBH
credit-impaired EEEX () (1) 8 -
New financial assets originated
or purchased, assets FERBAZHEREE
derecognised and repayments WHREREERER 1 (3) 68 6
Write-offs s - - - -
Net remeasurement of impairment
allowances (including REEENENHETE
exchange adjustments) (BEINERE) (22) 1l i 66
Balance at 31st December 2B 31BN 133 23 238 394
Of which: Hep
For trade bills measured at HEEREM 2EREURBAT
FvOCI BEENESEE - - - -
For related accrued interest
receivable SRR RS - - - -
For trade bills measured at RREHERAHENEZZE
amortised cost (Note 25) (52 25) - - - -
For related accrued interest
receivable RS E - - - -
For placements with and advances  FLERITRIEFREH
to banks (Note 24) (Hizt24) 1 - - 1
For related accrued interest
receivable B 8 - - - -
1 - - w
For cash and balances with banks FEERABRTNLES
(Note 23) (Hizt23) 2 - - 2
For related accrued interest
receivable BRI 2 - - - -
2 - - 2
For loan commitments and
financial guarantee contracts HERAENHBREEN
(Note 37) (Hizt7) 121 23 174 318
For account receivables and other  FAFEERF R E IR 1E
accounts other than accrued (FEMRIE RIS R3S
interest receivable (Note 33) (H5233) 9 - 64 73

The impairment allowances of trade bills measured at FVOCI are not
recognised in the statement of financial position because the carrying

amount of trade bills measured at FVOCI is their fair value.
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(a) Credit Risk Management (continued)
(x) Collateral and other credit enhancements
The Group has established guidelines on the acceptability of various
classes of collateral and determined the corresponding valuation
parameters. The guidelines and collateral valuation parameters are
subject to regular reviews to ensure their effectiveness over credit risk
management.

The extent of collateral coverage over the Group's loans and advances
to customer depends on the type of customers and the product
offered. Types of collateral include residential properties (in the form
of mortgages over property), other properties, aircraft, other registered
securities over assets, cash deposits, standby letters of credit and
guarantees. Collateral generally is not held over balances and placements
with banks, and loans and advances to banks, except when securities
are held as part of sale and repurchase and securities borrowing activity.
The Group takes possession of collateral through court proceedings or
voluntary delivery of possession by the borrowers during the course of
the recovery of impaired loans and advances. These repossessed assets
are reported in the statement of financial position within "other assets”
(Note 2(t)). If the recovery from the repossessed assets exceeds the
corresponding gross exposure, the surplus fund is made available either
to repay the borrower's other secured loans with lower priority or is
returned to the borrower.

Collateral held as security for financial assets other than loans and
advances is determined by the nature of the instrument. Debt securities,
treasury and other eligible bills are generally unsecured with the
exception of asset-based securities and similar instruments, which are
secured by pools of financial assets. However the credit risk may be
implicit in the terms or reflected in the fair value of the corresponding
instruments.

The Group's preferred agreement for documenting derivatives
activity is the ISDA Master Agreement which covers the contractual
framework within which dealing activity across a full range of over-the-
counter products is conducted and contractually binds both parties
to apply close-out netting across all outstanding transactions covered
by an agreement, if either party defaults or following other pre-agreed
termination events. It is also common for the Group to execute a Credit
Support Annex in conjunction with the ISDA Master Agreement with
the counterparty under which collateral is passed between the parties
to mitigate the market contingent counterparty risk inherent in the
outstanding position.

For contingent liabilities and commitments that are unconditionally
cancellable (Note 45), the Group will assess the necessity to withdraw
the credit line when there is a concern over the credit quality of the
customers. Accordingly, the exposure to significant credit risk is
considered as minimal. For commitments that are not unconditionally
cancellable, the Group assesses the necessity of collateral depending on
the type of customer and the product offered.
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(b) Market Risk Management (b) HiIZEAKRER

Market risk is the risk arising from adverse movements in market rates and
prices such as interest rates, foreign exchange rates, equity prices, debt
security prices and commodity prices, which result in potential losses for the
Group. The aim in managing market risk is to reduce the Group's exposure to
the volatility inherent in market factors.

The Asset and Liability Management Committee deals with all market risk-
related issues of the Group. It is also responsible for conducting a regular
review of interest rate trends and deciding the corresponding future business
strategy. Market risk is managed daily by the Treasury Markets Division
of the Group within the limits approved by the Board or the Asset and
Liability Management Committee. The Market & Liquidity Risk Management
Department under the Risk Management Division of the Group is responsible
for monitoring activities relating to market risk. The Internal Audit Division
performs periodic reviews to ensure that the market risk management
functions are performed effectively.

The use of derivatives for trading and the sale of derivatives to customers
as risk management products are integral parts of the Group's business
activities. These instruments are also used to manage the Group's own
exposures to market risk, as part of its asset and liability management
process. The principal derivative instruments used by the Group are interest
rate, foreign exchange, and equity-related contracts, in the form of both
over-the-counter derivatives and exchange-traded derivatives. Most of the
Group's derivatives positions have been entered into to meet customer
demand and to manage the risk of these and other trading positions.

In this connection, the key types of market risk that must be managed are:

(i) Currency risk

The Group's foreign currency positions arise from foreign exchange
dealing (including derivatives), commercial banking operations, and
structural foreign currency exposures. The Group's non-structural
foreign currency exposures are denominated in major currencies,
particularly USD and RMB. All foreign currency positions are managed
within limits approved by the Board and the Asset and Liability
Management Committee.

Structural foreign currency positions, which arise mainly from foreign
currency investments in the Group's branches, subsidiaries, and
associated companies, are excluded from value-at-risk measurements,
as related gains or losses are taken to reserves. Such foreign currency
positions are held with the intention of hedging any adverse effect,
partially or totally, of exchange rate movements on the capital adequacy
ratio. The Group seeks to match its foreign currency denominated assets
closely with corresponding liabilities in the same currencies.
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(b) Market Risk Management (continued)
(i) Currency risk (continued)
The Group had the following net structural positions which were not less
than 10% of the total net structural foreign currency position at the end
of the reporting period:

2023
RMB MYR
AR B

HK$Mn  HK$ Mn
EREEx A¥EER

(b) TIHRAMERE (B

() BEERE (&
MBEHERE » AEENUTERE
MRHAEFETBREBMEINGFHA

#3ER10% :
2022
usD RMB MYR usD
E AR B EH

HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEEr A¥GEr A¥ODER A¥EER

Net structural position ERMEER R 15,297 2,269

(9,11) 15,727 2,335 (9,098)

(i) Interest rate risk in trading book

The Group's trading interest rate positions arise from treasury and
dynamic hedging of retail and commercial banking activities. Interest
rate risk is managed daily by the Treasury Markets Division of the
Group within the limits approved by the Board or the Asset and Liability
Management Committee. The instruments used to manage interest rate
risk include interest rate swaps and other derivatives. For the interest
rate risk management of the Group's banking book positions, please
refer to Note 43(e).

(iii) Equity risk
The Group's equity positions arise from equity investment and
dynamic hedging of customer-driven business. Equity risk is managed
daily by the Investment Department within the limits approved by the
Board, Investment Committee, or the Asset and Liability Management
Committee.

Market risk control limits have been set at varying levels according to the
practical requirements of different units. The Board approves the core
control limits and has delegated the authority to set detailed control limits
to the Asset and Liability Management Committee. Risk, return, and market
conditions are considered when setting limits. Active limit monitoring is
carried out.

In this connection, the Asset and Liability Management Committee monitors
the related market risk arising from the risk-taking activities of the Group
to ensure that market risk exposures are within the Group's risk tolerance
levels. Risk exposures are monitored frequently to ensure that they are within
established control limits.

The Group quantifies the market risk of the underlying trading portfolio by
means of value-at-risk ("VaR"). VaR is a statistical estimate that measures
the potential losses in market value of a portfolio as a result of unfavourable
movements in market rates and prices, assuming that positions are held
unchanged over a certain horizon time period.
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The Group estimates VaR for the Group's trading portfolio by the historical
simulation approach, where the VaR is calculated by revaluing the portfolio
for each of the market movement scenarios obtained from the historical
observation period. This methodology uses movements in market rates and
prices over a one-day holding period with a 99% confidence level under a
two-year observation period.

The market value of listed shares, the fair value of private equity funds and
unlisted equities (collectively the "Unlisted Securities"), are subject to limits
and these are managed by the Investment Department of the Group. The
Unlisted Securities are not included in the VaR for the equity trading position,
and are managed through delegated limits. The limits are subject to regular
review by the Asset and Liability Management Committee.

RERTHRAT2023F K

FEFEBBELRE AT AEERZE
BRARE  HigRELHEATEHEN
BEHSRBERHEHASETERG
EUtERRE ZAZERREIARFA
HA ~ 99% BE KT URBIEM FEEAR
EEHISHRABREIKE

EHRRDBTE  AARDESRIFLD
Betn (g TIE EHa855) AT EETH
FEERELZREEE - JFLHESFZE
BB EREEE  BFAEERZRG
BENEAREAERN BEERREESZS
BT 2R

Value-at-risk statistics R E# T
2023
At 31st December Maximum Minimum Mean
K12A31H B& 1 T
HK$Mn BBEERT  HKSMn BREET  HKSMnBEEET  HK$Mn BEEER
VR for total trading activities RBENNERELSE 7 13 7 9
VaR for foreign exchange trading
positions* HNERFHENERE 2 7 1 3
VaR for interest rate trading positions  FIERZHANERE 1 3 - 2
ViaR for equity trading positions R FZHENARE 5 6 4 5
2022
At 31st December Maximum Minimum Mean
K12B31A B5 B T
HK$Mn AREERT  HKSMnBEEERT  HKSMnBEEER  HKSMnBEEER
VaR for total trading activities RBEDNERERLE 1 3 1 9
VaR for foreign exchange trading
positions* NERGFERERE 6 12 5 8
VaR for interest rate trading positions  FIERFHANAR(E - 5 - 1
VaR for equity trading positions RO AHFENERE 5 20 5 11

* Including all foreign exchange positions but excluding structural foreign exchange
positions.
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43.Principal Risk Management (continued) I 2 & f&

B @

(b) Market Risk Management (continued)

(b) TIHRAMERE (B

processes, people, systems or from external events.

The objectives of operational risk management are to identify, measure,
assess and monitor the operational risk exposures associated to the Group;
to control and mitigate the exposures by taking effective measures; to report
in a structured, systematic and consistent manner; and to comply with the
relevant regulatory requirements.

The Operational Risk Management Committee is responsible for overseeing
the effectiveness of operational risk management of the Group while the
Operational Risk Management Department under the Risk Management
Division of the Group assists the Management in managing the Group's
operational risk, including the establishment and review of the operational
risk management, third party risk management and operational resilience
policies and framework; designing the operational risk management
tools and reporting mechanism; assessing, monitoring and reporting the
overall operational risk position to the Management and Risk Management
Committee. All the heads of business units and support units of the Group
are responsible for the day-to-day operational risk management of their units.

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 adopts various operational risk management tools
such as key risk indicators, risk and control self-assessments, operational
risk incident management to identify, assess, monitor and control the risks
inherent in business activities and products, as well as purchase of insurance
to mitigate unforeseeable and significant operational risk incidents. Business
continuity plans are established to support business operations in the event
of an emergency or disaster.
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2023
At 31st December Maximum Minimum Mean
K12A31H BR 11 o)
HK$Mn BEEET  HKSMnBEEERT  HKSMnBEEET  HKSMn BBEET
Stressed VaR for total trading
activities QB EBNZEARERE 16 2 15 2
2022
At 31st December Maximum Minimum Mean
K12A31A Ba 1 T
HKSMn BBEET  HKSMn BREER  HKSMnBEEET  HK$Mn BEEER
Stressed VaR for total trading
activities REENNRERRELE ] 59 24 41
A stressed VaR measure is intended to replicate a VaR calculation that would BERMEERRSE *Qﬁﬁﬁi%.%?—m
be generated on current trading portfolio if the relevant market factors were F’Eﬁ—F  IEE ST E BIRTT H‘BQEIE’JH
experiencing a period of stress. B8 o
(c) Operational Risk Management (c) BERGER
Operational risk is the risk of loss resulting from inadequate or failed internal EERREIEHRRERE s ABMAR
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(d) Liquidity Risk Management (d) REMERRER

Liquidity risk is the risk that the Group may not be able to meet its obligations
as they come due because of an inability to obtain adequate funding (funding
liquidity risk); or that the Group cannot easily liquidate assets quickly without
significantly lowering market prices because of inadequate market depth or
market disruptions (market liquidity risk).

The purpose of liquidity risk management is to ensure sufficient cash
flows to meet all financial commitments and to capitalise on opportunities
for business expansion. This includes the Group's ability to meet deposit
withdrawals either on demand or at contractual maturity, to repay borrowings
as they mature, to make new loans and investments as opportunities arise
and, last but not least, to comply with all the statutory requirements for
liquidity risk management, including Liquidity Coverage Ratio ("LCR") and
Net Stable Funding Ratio ("NSFR").

The Group reviews the risk profile through regular assessments of both
qualitative and quantitative risk factors to determine its tolerance of
prevailing risk levels against applicable risk appetite statement for liquidity
risk approved annually by the Board. The Asset and Liability Management
Committee is delegated by the Board to oversee the Group's liquidity risk
management. The Asset and Liability Management Committee comprises
balanced representation of senior staff from various business units, Treasury,
Risk Management and Finance, who jointly formulate funding strategies.
The Asset and Liability Management Committee sets the strategy, policy,
and limits for managing liquidity risk and the means for ensuring that such
strategy and policy are implemented. Regular meetings are held to review
the compliance status of the monitoring matrix established and the need
for any change in strategy and policy. Liquidity is managed daily by the
Capital Markets & Liquidity Management Department under the Treasury
Markets Division of the Group within the set limits. The Market & Liquidity
Risk Management Department under the Risk Management Division of the
Group is responsible for monitoring the activities relating to liquidity risk. The
Internal Audit Division performs periodic reviews to ensure that the liquidity
risk management functions are carried out effectively.

The LCR and NSFR statutory requirements are part of the stringent
regulatory regime that covers the liquidity risk management of the Group. To
ensure compliance with the regulatory requirements, internal targets for LCR
and NSFR have been set above regulatory required levels, after considering
the Group's liquidity risk appetite. In addition, material changes in the LCR
and NSFR are reviewed regularly by the Asset and Liability Management
Committee together with proposed mitigation actions to cope with adverse
changes arising from, but not limited to, composition of the deposit base
and remaining tenor to maturity, lending activities with respect to different
maturity tenors, and the Group's asset and liability mix strategy. In planning
the asset and liability mix strategy, the Group's relevant business units
contribute to an assessment of the impact of asset growth and funding
structure on the LCR and NSFR for review and decision by the Asset and
Liability Management Committee.
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(d) Liquidity Risk Management (continued)

As part of Group efforts to manage the LCR and NSFR effectively, emphasis
is placed on strengthening the deposit base by retaining loyal customers
and maintaining customer relationships. The Group balances funding
among retail, small business, and wholesale funding to avoid concentration
in any one source. Professional markets are accessed through the issuance
of certificates of deposit, medium-term notes, subordinated debt, money
market placement, and other borrowings for the purposes of providing
additional funding, maintaining a presence in local money markets, and
optimising asset and liability maturities.

The Group manages liquidity risk of the branches in Macau, Taiwan and
overseas and significant subsidiary in a holistic approach. The liquidity risk
management policies of the Group are abided by all of the branches in
Macau, Taiwan and overseas and significant subsidiary, while supplementing
their respective local practices and statutory requirements. Reporting to the
Group Chief Risk Officer, the Risk Management Unit of each of the branches
in Macau, Taiwan and overseas and significant subsidiary reports and
escalates liquidity risk related matter to the liquidity risk management team at
Head Office. The respective local Asset and Liability Management Committee
or respective local authorities are also established for overseeing liquidity risk
in accordance with the local regulatory requirements and limits approved.

In addition to observing the statutory LCR and NSFR, the Group has
established different liquidity metrics — including but not limited to the loan-
to-deposit ratio, cumulative maturity mismatch ratio, funding concentration
ratio, intra-group exposure threshold, and cross currency funding ratio —
to measure and analyse the Group's liquidity risk. The Group maintains
sufficient High-quality liquid assets ("HQLAs") as a liquidity cushion that can
be accessed in times of stress. The HQLAs for fulfilling the LCR consist of
cash, exchange fund bills and notes, high quality government debt securities
and other equivalent liquid marketable assets. The majority of HQLAs
are denominated in Hong Kong dollars. Contingent funding sources are
maintained to provide strategic liquidity to meet unexpected and material
cash outflows.

Internally, intra-group funding transactions are carried out at arm's length
and treated in a manner in line with third-party transactions, with regular
monitoring and appropriate control. A majority of the Group's liquidity
risk arises from the maturity mismatch gap between the Group's asset
and liability portfolios. The Group manages liquidity risk by conducting
regular cash flow analysis and projections through the use of the Bank's
management information system so as to facilitate the identification of
funding needs arising from on and off-balance sheet items over a set of time
horizons.
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The Group also conducts stress-testing regularly to analyse liquidity risk.
Both on and off-balance sheet items and their impact on cash flow are
considered, together with applicable hypothetical and historical assumptions.
The assessment and review of market liquidity risk are included in the
various control processes, including investment/trading strategy, market risk
monitoring, valuation, and portfolio review. Three stress scenarios — namely
an institution-specific crisis, a general market crisis, and a crisis involving a
combination of the two — are adopted with minimum survival period defined
according to the HKMA's Supervisory Policy Manual LM-2, "Sound Systems
and Controls for Liquidity Risk Management".

With reference to the stress-testing results, the Group identifies potential
vulnerabilities within the Group, establishes internal limits and formulates a
contingency funding plan that sets out the Group's strategy for dealing with
any liquidity problem and the procedures for making up cash flow deficits in
emergency situations.

The contingency funding plan is designed to be pro-active and pre-emptive,
and stipulates the following three stages:

1. The Group utilises early warning indicators, which cover both qualitative
and quantitative measures, and monitors both internal and external
factors. Should there be any early signs of significant impact on
the Group's liquidity position, the Asset and Liability Management
Committee is informed. The Asset and Liability Management Committee
will consider appropriate remedial actions and will consider employing
crisis management if the situation warrants.

2. A Crisis Management Committee, which is chaired by the Co-Chief
Executives, is formed to handle the crisis. Strategy and procedures for
obtaining contingency funding, as well as roles and responsibilities of the
parties concerned, are clearly stated.

3. In the final stage, a post-crisis review is carried out to recommend
necessary improvements to avoid incidents of a similar nature in the
future.

An annual drill test is conducted and the contingency funding plan is subject
to regular review in order to accommodate any changes in the business
environment. Any significant changes to the contingency funding plan are
approved by the Board.
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(d) Liquidity Risk Management (continued)

Analysis of assets and liabilities by remaining maturity:

(d) mEMERRERE (8

BERBEREGRHRDMN

2023
3 months 1yearor 5years
or less less but or less
Repayable Within but over over but over Over Undated
on demand 1month imonth  3months 1year Syears  oroverdue Total
fEANE  SfERME  1EME EHAN
PEER  EBR E3fER i E5E BEUE EfaE e
HK$ Mn HK$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEOER AEEEn AREEn AREEn AEEEn AEEEn  ABEER  AEEER
Assets BE
Cash and balances with banks RENARTNER 37014 12 20 121 - - 8736 45903
Placements with and advances tobanks ~ FESRTNEFRBH - 40883 2687 121 - - - 43691
Trade hils BAZE 94 62 133 84 - - - 37
Trading assets RFEGEE - - 86 1925 3 - 25 3049
Derivative assets fAETEEE - - - - - - 9,056 9,056
Loans and advances to customers XEEFREN 2460 64,389 47867 118,973 170,070 115,063 8362 526984
Investment securities K& - 10,854 18513 21,090 60,567 54,242 2004 167210
Investments in associates and joint ventures BEAFRABLERE - - - - - - 8,384 8,384
Fived assets EEEE - - - - - - 13,493 13493
Goodwill and intangible assets BENENEE - - - - - - 1852 1852
Deferred tax assets ELHEEE - - - - - - 1836 1836
Other assets HfEE 3 6,748 12635 10463 575 57 7455 38470
Total assets EEEH 39591 122,948 81721 152,717 231,985 169,876 61463 860,361
Liabilities af
Deposits and balances of banks RTOEF NG 633 9318 871 6,891 - - - 25619
Deposits from customers BRER 185,225 125787 188,736 113622 15228 - - 6285%
- Demand deposits and currentaccounts ~ —EERARER 65,643 - - - - - - 65,643
- Savings deposits -HEER 118,163 - - - - - - 118163
- Time, call and notice deposits -THLENER 1419 125,787 188,736 113622 15228 - - 44479
Derivative liabiies fETRAE - - - - - - 4,007 4,007
Certificates of deposit issued BEERE - 2783 5296 8,851 10688 - - 21618
Current taxation KERE - - - 1602 - - - 1602
Debt securities issued BRTERES - - 155 306 383 - - 844
Deferred tax liabilties ELHEER - - - - - - 468 468
Other liabilties EtBE 1005 7392 13,936 11373 1445 1317 10,844 47312
- Lease liabilties -fg8E - x 43 167 389 26 - 852
- Other accounts ~EfiEE 1,005 7365 13893 11206 1056 1091 10,844 46,460
Loan capital BEEX - - - 1649 14318 - - 15967
Total liabiltes LR 186863 145280 216900 144,294 42062 1317 15319 752035
Net gap FER (47272) (22332  (135179) 8483 189923 168559
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2022
3 months 1yearor 5years
or less less but or less
Repayable Within but over over but over Over Undated
on demand 1month 1month 3 months 1year Syears  oroverdue Total
MEAME  3EAMLE  1ENE AR
WEER  1BAR E3fER i B3 BELE Eifak ] £
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ABEET AREER AREEn AREEn AEEER AEEER  AREER  AEEER
Assets EE
Cash and balances with banks RELARONER 44,156 - - % - - 10327 54579
Placements with and advances tobanks  TERANEZRER - 52337 7866 - - - - 60203
Trad hils BAZE 1 7 148 233 - - - 529
Trading assets RERREE - 1176 9% - - - 255 1530
Derivative assets fETEEE - - - - - - 1,092 11092
Loans and advances to customers ERERLEA 2504 53685 38,832 16096 202555 121575 7057 5423%4
Investment securities K& - 10,446 10510 19043 64,709 40618 1681 147007
Investments in associates and joint ventures  BEATRAELERE - - - - - - 9061 9,06t
Fived assets EEEE : - - - - - 13476 13476
Gooduill and intangible assets BELEVEE - - - - - - 1870 1870
Deferred tax assets ELHEEE - - - - - - 1849 1849
Other assets AfEE 2a 4,845 7463 18286 505 437 7672 39,235
Total assets BEen 4778 1226% 64918 B37B4 267769 162630 B4340 88282
Liabilties &
Deposits and balances of banks RONERRERS 2263 8074 9255 5886 - - - 5478
Deposits from customers BRER W71 106604 160,879 151421 16,462 - - 648093
- Demand deposits and currentaccounts ~ — B RURARER 65899 - - - - - - 65899
- Savings deposits -HEER 145,107 - - - - - - 145,107
- Time, call and notice deposits ~EHLENER 1721 106604 160,879 151421 16,462 - - 431087
Trading liablties RERBER - - - - - - 5 5
Derivative liabiies fixTRE®E - - - - - - 4145 4145
Certificates of deposit issued BEERE - 3559 291 12244 3888 - - 32662
Current taxation RERIE - - - 1252 - - - 1252
Debt securities issued BETERES - - 1404 672 81 - - 289
Deferred tax labilties ELHEEE - - - - - - 26 26
Other liabilties EtBE 9 5007 8261 19697 1124 1541 13370 49799
- Lease liabilties -fig8E 1 % ] 155 347 207 - 774
- Other accounts -EEE 718 5003 8221 19542 m 1334 13370 49025
Loan capital BEEXR - - - - 1927 - - 1927
Total labilties LR BT69 123264 192770 191,172 34217 1541 7746 TI84T9
Net gap FER (168,991) (628)  (127852)  (3741) 233552 181089
As the trading assets and debt instruments measured at FVOCI may be BN ZBREERGBEEMEE R T
sold before maturity or deposits from customers may mature without being MURMATEEFEZEBTADTERT
withdrawn, the contractual maturity dates do not represent expected dates HA I & 303 5 77 300 AETE 2 HA AT AR KR
of future cash flows. B SR NIERRAR LIRS RNTE

stE -
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(d) Liquidity Risk Management (continued)
The following tables provide an analysis of the undiscounted cashflow
projection of the non-derivative financial liabilities of the Group at the end
of the reporting period based on the dates of their contractual payment

(d) mEMERRERE (8
TRBRIEREHRERBEBEBRERTT
ZHEMTETASRAEENHEFRSRLE
B NEBZ B

obligations:
2023
Between
three
Less than months Between

Carrying  Totalcash  Repayable three and one oneand  More than

amount outflow  ondemand months year  fiveyears  five years Undated
Rt 3R SERML  1EME

IRafE aE IRER WU EE B5E sENE  EHHRH
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEOER AREER AREEn ARESn AEEEn AEEEn  ABEER  AEEER
Deposits and balances of banks RONETRER 25,619 26,283 633 18,341 7309 - - -
Deposits from customers XEER 628,598 637171 185665 319344 116,501 15,661 - -
- Demand deposits and current accounts ~ —EEEFURARER 65,643 65,737 65737 - - - - -
- Savings deposits -HEER 118,163 118,335 118,335 - - - - -
- Time, calland notice deposits ~EHLENER 444792 453099 1503 319344 116,501 15,661 - -
Certificates of deposit issued BENERE 21618 29,053 - 8248 9119 11,686 - -
Current taxation RERTE 1602 1602 - - 1602 - - -
Debt securities issued BETERES 844 870 - 164 31 390 - -
Loan capital BEER 15967 18,056 - 182 2290 15,584 - -
Other liabilties Atef 47312 42157 587 20016 9369 472 869 10,844
- Lease liabilties -fgaE 852 962 - 1] 187 448 249 -
- Other accounts -EEE 46,460 41195 587 19938 9182 % 620 10,844
Total HE 47560 755192 186885 366295 146506 43793 869 10,844
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2022
Between
three
Less than months Between

Carrying  Totalcash  Repayable three and one oneand  More than

amount outflow  ondemand months year  fiveyears  five years Undated
Rt AR 3ERML  1EME

IKEfE fE HRER W B E5E SENME EHEAE
HK$ Mn HK$ Mn HKS$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
ABEET AREET AREEn AREEn AEEER  AEEER  AREER  AEEER
Deposits and balances of banks RITOEZ NG 25478 2017 2263 1750 6,244 - - -
Deposits from customers EBRER 648,093 655,121 1946 27068 155,184 18723 - -
- Demand deposits and current accounts  — AR RURARER 65899 65978 65978 - - - - -
- Savings deposits -HEER 145,107 145,174 145,174 - - - - -
- Time, call and notice deposits -ERNENER 437087 443989 1794 270268 155,184 18723 - -
Trading liabilties RoORREE 5 5 - _ _ _ _ 5
Certificates of deposit issued BEERE 32662 33270 - 16,727 12559 3984 - -
Current taxation KERTE 1252 1252 - - 1252 - - -
Debt securities issued BETERES 2892 2946 - 143 690 821 - -
Loan capital BEER 1927 13918 - 50 511 13357 - -
Other liabilties EfBR 49799 4574 540 1,265 18119 982 1486 13370
- Lease liabilties -figaE 74 872 1 69 m 398 233 -
- Other accounts -EfEE 49025 44870 539 1196 17948 584 1233 13370
Total g 712108 71821 25,749 317255 194559 35,867 1486 13375
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(d) Liquidity Risk Management (continued)
The following tables summarise the undiscounted cashflows of the Group by
remaining contractual maturity as at 31st December for derivative financial
liabilities that will be settled on net and gross basis. The Group's derivative
financial liabilities that will be settled on a net basis mainly include interest
rate swaps whereas the derivative financial liabilities that will be settled on
a gross basis mainly include foreign exchange forwards and futures and

foreign exchange swaps.

(d)

mE it R EE (8

TEREE T AEER12 8 31 BUFISREH
IR RZEHER > O FRAES
BN ERGBREEZTESRMBE &
EERFREERETESRMIATE
BEN RS MZRREEGEEZITE
TR T AT EOEINEEANIMNERL

2023
Between
three
Less than months Between
Carrying  Totalcash  Repayable three and one oneand  More than
amount outflow  on demand months year  fiveyears  fiveyears Undated
RERt 3ERE  EAML 1ML
R g EEER HF 43 EsE BENE  EREEH
HK$ Mn HK$ Mn HKS Mn HKS Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
E¥EEr BEEEn EWEEn ABEEn EMEEn AWEEn BMEET  AWEER
Derivative financial iabiltes figaa = 4,007 2675 (10) 1407 748 705 (175) -
Derivative financial iablties settled on REBERLE T
anet basis 286
Total net cash outfiow/(inflow) BERERL/ (RA) 1835 15 763 615 617 (175) -
Derivative financial liabilities settled on BABRELE i1t
agross basis SRAR
Total cash inflow BEETA (64,063) (9.409) (47133) (5,749) (17m2) - -
Total cash outflow BREM 64,903 9,384 a1 5882 1860 = =
2022
Between
three
Less than months Between
Carrying ~ Totalcash  Repayable three and one oneand  More than
amount outflow  on demand months year  fiveyears  fiveyears Undated
RERt 3ERE  EAML  1ENE
KEfE BE  HRER U E E5E  SENE  EdBAH
HK$ Mn HK$ Mn HKS Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HKS Mn
E¥EER BEEER EMEOEn ABEER BMEEn AWEER BYEET AWEER
Derivative financial iabiltes i eRas 4145 3978 kil 1261 1180 172 38 -
Derivative financialliabities setfledon ~ HFBEELEE 2174
anet basis THER
Total net cash outflow BERERL 3074 6 767 998 1024 9 -
Derivative financial liabilities settled on BABRELE i1t
2.gross basis SHAR
Total cash inflow ERETA (51,195) (325) (33383) (12552) (4782) (153) -
Total cash outflow BRERH 52,099 3% 33877 12734 4930 20 -
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Certificates of Deposit, Debt Securities Issued, and Loan Capital

In 2023, BEA issued fixed rate certificates of deposit and debt securities with
face values of US$1,129 million, CNY10,614 million, EUR50 million; and zero
coupon certificates of deposit and debt securities with face values of US$488
million, CNY12,900 million, GBP158 million and EUR403 million. The Group
redeemed a quantity of certificates of deposit and debt securities amounting
to HK$51,198 million equivalent upon maturity.

At the end of December 2023, the face value of the outstanding certificates
of deposit and debt securities issued was equivalent to HK$28,759 million,
with a carrying amount equivalent to HK$28,462 million.

Maturity Profile of Certificates of Deposit and Debt Securities Issued
As at 31st December, 2023
(All amounts expressed in millions of dollars of respective currencies)

RERTHRAT2023F K

BETERE EHBSREEELX
2023% » WIRITHIT T EERAN.29RE
%7t~ ARTE106.14 (275X 0.5 HERTTRIE
BEREMEHES  UNEER 488
F7t ~ AR129187T ~ 1.68 {8545 4.03
BRI E S EREBENEBES - £5&H
REARER NS EERE R EBEFE
Z£EBMEEN.98ETT °

112023 F 12 Ak » B#ITEINIERE R
BEFEFEEEERB287.69E T IR
EERIEFIET284.62187T °

BETEREREBRFNEHR
752023F 128 31H
(RS (EE P BE & T 15)7T)

Total Face Value Year of Maturity
amEE SRR 15
2024 2025 2026
Amount in currencies of issuance
BITEBEMNE
Floating Rate % &
HKD # 7t 200 - 200 -
USD %7t 78 58 20 -
Fixed Rate (Note) E & (5)
usD %7t 884 763 121 -
CNY AR 9,055 155 - 8,900
EUR BT 50 50 - -
Zero Coupon 8
USD %7t 173 173 - -
CNY AR 6,250 6,250 - -
GBP %% 158 158 - -
EUR BT 100 100 - -
Total Certificates of Deposit and Debt Securities issued
in HKD equivalent Fi 5 B 1T ERENERES (BEER) 28,759 17,669 1,302 9,788

Note:  Associated interest rate swaps have been arranged in order to manage interest

rate risk arising from long-term certificates of deposit and debt securities
issued, if deemed necessary.
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(d) Liquidity Risk Management (continued)

Certificates of Deposit, Debt Securities Issued, and Loan Capital (continued)
In 2023, BEA issued fixed rate loan capital with a face value of US$500

million.

At the end of December 2023, the face value of the outstanding loan capital

issued was equivalent to HK$16,102 million, with a carrying amount equivalent
to HK$15,967 million.

Maturity Profile of Loan Capital
As at 31st December, 2023
(All amounts expressed in millions of dollars of respective currencies)

(d) mEMERRERE (8

BETHENE  BBEFREEEE (B
2023% » WERTTHT T HERLEET
HEEEZ -

R2023F 2 AE  EEITEINVBEESR
EEREREE161.021@T » BREERIE
B 159.67 2T ©

EEEREEE]
752023128 31H
(BFEUSEE M8 HTlUS)7T)

Total Face
Value Year of Maturity
WmEE SIERE R

2027 2028 2029 2030 2032
Amount in currencies of issuance
BITEENEE
USD (Note 1,2, 4,5) &7t (31224 5) 1,850 500 - 600 500
CNY (Note 3) AR (3#3) 1,500 - - 1,500 - -
Total Loan Capital issued in HKD equivalent
FREERITREEL (BEEE) 16,102 3,906 1,650 4687 3,906
Notes: 1. The US$500 million loan capital that will mature in 2027 is callable on 15th 2 1. #2027 B BAHY 5 & E T 1

March, 2026.

The US$250 million loan capital that will mature in 2028 is callable on 7th
July, 2027.

The CNY1,500 million loan capital that will mature in 2029 is callable on
25th April, 2024.

The US$600 million loan capital that will mature in 2030 is callable on 29th
May, 2025.

The US$500 million loan capital that will mature in 2032 is callable on
22nd April, 2027.
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(e) MEREBEE

(e) Interest Rate Risk Management

Interest rate risk is the risk resulting from adverse movements in interest
rates that affect the earnings and economic value of the Group's banking
book positions. The Asset and Liability Management Committee is delegated
by the Board to oversee the Group's interest rate risk management, establish
the strategy and policy for managing interest rate risk, and determine the
means for ensuring that such strategies and policies are implemented.
Interest rate risk is managed daily by the Treasury Markets Division of the
Group within the limits approved by the Board or the Asset and Liability
Management Committee. The Market & Liquidity Risk Management
Department under the Risk Management Division of the Group is responsible
for monitoring the activities relating to interest rate risk. The Internal Audit
Division performs periodic reviews to ensure that the interest rate risk
management functions are implemented effectively.

Interest rate risk primarily results from the timing differences in the re-pricing
of interest rate-sensitive assets, liabilities, and off-balance sheet items in the
banking book. In determining the level of interest rate risk, assessments are
made for the gap risk, basis risk and option risk. The Group manages the
interest rate risk on the banking book primarily by focusing on re-pricing
mismatches. Gap analysis provides a static view of the maturity and re-
pricing characteristics of the Group's interest rate-sensitive assets, liabilities,
and off-balance sheet positions. Re-pricing gap position limits are set to

control the Group's interest rate risk.

Sensitivity analysis in relation to the impact of changes in interest rates on
earnings, in terms of net interest income ("NII"), and economic value, in
terms of economic value of equity ("EVE") is assessed regularly through
a number of hypothetical interest rate shock scenarios prescribed by the
HKMA. EVE represents an assessment of the present value of expected net
cash flows, discounted to reflect market rates. As fluctuations in interest
rates will affect earnings, they will also affect its net worth. Sensitivity limits
are set to control the Group's interest rate risk exposure under both earnings
and economic value perspectives. The results are reported to the Asset and
Liability Management Committee on a regular basis.

In order to produce quantitative estimation on IRRBB, the Group has
assumed shock scenarios to interest rate yield curves which allow changes
in economic value and earnings to be computed with consideration of
optionality and behavioural assumptions. These scenarios are applied
to IRRBB exposures in each currency for which the Group has material

positions.
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(e) Interest Rate Risk Management (continued)
The prescribed interest rate shock scenarios are provided by the HKMA in
their Supervisory Policy Manual IR-1, Interest Rate Risk in the Banking Book
and generally described as follows:

1. Parallel up: A constant parallel shock up across all time buckets

2. Parallel down: A constant parallel shock down across all time buckets

3. Steepener: Short rates down and long rates up

4. Flattener: Short rates up and long rates down

5. Short rate up: Rates up are greatest at shortest time bucket and diminish

towards current rates in longer time buckets

6. Short rate down: Rates down are greatest at shortest time bucket and
diminish towards current rates in longer time buckets

Based on the sensitivity analysis performed by the Group for each of the
prescribed interest rate shock scenarios for the annual reporting date at 31st
December, 2023, the maximum adverse impact on EVE and NIl over the next
12 months are HK$1,839 million (31st December, 2022: HK$1,687 million) and
HK$2,674 million (31st December, 2022: HK$2,927 million) respectively.

Details of the sensitivity analysis on interest rate risk can be found on the
Bank's website accessible through the "Regulatory Disclosures” link on the
home page of the Bank's website at www.hkbea.com or at the following
direct link: www.hkbea.com/regulatory_disclosures.
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(f) Strategic Risk Management

(g

~

Strategic risk is the risk of current or potential impact on the Group's
earnings, capital, reputation, or standing arising from changes in the
environment the Group operates in, adverse strategic decisions, improper
implementation of decisions, or lack of responsiveness to industry, economic,
or technological changes.

The objective of managing strategic risk is to identify, assess, monitor, report,
and mitigate strategic risk, and to ensure compliance with the relevant
regulatory requirements.

The Group establishes comprehensive policies, manuals, profiles and reports
to set out the management framework as well as assessment and monitoring
tools.

The Group formulates, and adheres to the Strategic Risk Management
Manual, which outlines a systematic approach to the management of
strategic risk, including a framework for strategic risk identification,
assessment, monitoring, mitigation and control, thereby enhancing the level
of strategic risk management of the Group.

The Risk Management Committee is responsible for overseeing the
management of the Group's strategic risk.

Legal Risk Management

Legal risk is the risk of loss arising from unenforceable contracts, lawsuits,
or adverse judgements that may disrupt or otherwise negatively affect the
operations or financial condition of the Group.

The objective of managing legal risk is to identify, assess, monitor and
report on legal risk, and to comply with the relevant legal and regulatory
requirements.

From time to time, the Group provides training conducted by qualified
internal personnel and/or external lawyers/professionals to staff members.
It also issues reminders to staff members when necessary. When dealing
with legal matters, the Group consults qualified internal personnel and, when
necessary and appropriate, engages external lawyers with relevant expertise.

The Operational Risk Management Committee is responsible for overseeing
the management of the Group's legal risk.
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43.Principal Risk Management (continued) I 2 & }& E I (&)

(h) Reputation Risk Management (h) BE2RABEE

Reputation risk is the risk that the Group's reputation is damaged by one or
more events that result in negative publicity about the business practices,
conduct, or financial condition of the Group. Such negative publicity, whether
true or not, may impair public confidence in the Group and may result in
costly litigation, or lead to a decline in the Group's customer base, business,
and/or revenue.

The objective of managing reputation risk is to identify, assess, monitor,
report, and mitigate reputation risk, and to ensure compliance with the
relevant regulatory requirements.

The Group establishes various policies, guidelines, manuals and codes to
ensure compliance with applicable laws, rules and regulations, and to ensure
that the Group maintains a high standard of corporate governance, which in
turn helps to safeguard and enhance the Group's reputation.

The Group formulates, and adheres to the Reputation Risk Management
Manual, which outlines a systematic approach to the management of
reputation risk, including a framework for reputation risk identification,
assessment, mitigation, control, and monitoring, thereby protecting and
enhancing the reputation of the Group. The Guidelines for Incident Response
and Management are established for swift response to and management
of unexpected incidents. The Media Guidelines are established to ensure
effective and consistent delivery of the Group's key messages to the media.

The Operational Risk Management Committee is responsible for overseeing
the management of the Group's reputation risk.
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Compliance Risk Management

Compliance risk is the risk of potential losses arising from legal or regulatory
sanctions, fines and penalties, financial losses or damage to reputation that
the Group may suffer as a result of its failure to comply with laws, regulations,
rules, related self-regulatory organisation standards, and codes of conduct
applicable to its business activities.

The Group establishes various policies, guidelines and manuals to ensure
compliance with all applicable legislation, rules, codes of conduct, industry
standards, and guidelines issued by the relevant regulatory authorities that
govern the Group's operations. The Group formulates, and adheres to, the
Compliance Risk Management Manual, which outlines a systematic approach
to the management of compliance risk, including a framework for compliance
risk identification, assessment, monitoring, mitigation and control, thereby
enabling the Group to manage its compliance risk effectively. Independent
regulatory compliance reviews are conducted on major functions of the
Group using a risk-based approach.

Technology Risk Management

Technology risk is the risk of loss to the Group due to inadequate or failed
technical processes, people, and/or computing systems, or unauthorised
access or disruption to technology resources, in particular relating to cyber
security and e-banking.

To address increasing cyber security threats, the Group has put in place
adequate security resources and proper control measures based on a
defined risk appetite level. The Group has developed technology risk related
policies and cyber security strategies as well as comprehensive security
awareness programmes to strengthen cyber security at all levels.

The Group has also established a framework for proper management of
technology risk. The Board and designated committees at the top level are
responsible for overall management of technology risk for the Group. They
lead various working teams and the "Three Lines of Defence" to address
specific areas of concern.

Comprehensive control policies, standards, guidelines, and procedures
are maintained to ensure that adequate control measures relating to the
security of internet systems and applications, customer authentication,
risk assessment for new products and services, third-party security and
confidentiality, integrity and availability of information are all in place.
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(k) Capital Management

The Group's primary objectives when managing capital are to meet the
regulatory requirements and safeguard the Group'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
commensurately with the level of risk and by securing access to finance at a
reasonable cost.

Capital managed by the Group to achieve these objectives includes
ordinary share capital, retained profits, other reserves, and non-controlling
interests after deductions for goodwill and intangible assets. It also includes
subordinated liabilities, impairment allowances and regulatory reserve for
general banking risks as allowed under Banking (Capital) Rules.

The Group 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.

The Steering Group for Capital Management and Recovery and Resolution
Planning is responsible for overseeing issues related to the capital positions
and monitoring the capital adequacy against all regulatory and internal
reference. The capital position is also reviewed regularly by the Risk
Management Committee, Risk Committee and the Board.

The HKMA supervises the Group on both a consolidated basis and a solo-
consolidated basis and, as such, sets capital requirements and receives
information of capital adequacy on a regular basis for the Group as a whole.
Individual branches in Macau, Taiwan and overseas and banking subsidiaries
are directly regulated by respective domestic banking supervisors, who set
and monitor their capital adequacy requirements. In certain jurisdictions,
non-banking financial subsidiaries are also subject to the supervision and
capital requirements of domestic regulatory authorities.

In implementing current capital requirements the HKMA requires the Group
to maintain a prescribed ratio of total capital to total risk-weighted assets.

The Group monitors its capital structure on the basis of the capital adequacy
ratios and there have been no material changes in the Group's policy on the
management of capital during the year.

The capital adequacy ratios as at 31st December, 2023 and 31st December,
2022 as disclosed are computed on the consolidated basis of the Bank
and certain of its subsidiaries as specified by the HKMA for its regulatory
purposes, and are in accordance with the Banking (Capital) Rules of the Hong
Kong Banking Ordinance.

The Group and its individually regulated operations have complied with all
externally imposed capital requirements throughout the year ended 31st
December, 2023 and 31st December, 2022 and the Group's capital ratios are
well above the minimum required by the HKMA.
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(1) Climate-Related Risk Management () RIZERAEIEEE

The Group is of the view that there is growing urgency for immediate climate
action in building resilience and to mitigate potential negative impacts of
climate change. The Group distinguishes climate related risk between
physical risk and transition risk. "Physical risk" refers to the impacts of
weather and climate-related events, which could lead to disruptions to the
business and operations of banks and their clients. " Transition risk" refers to
the risk related to the process of adjustment towards a low-carbon economy,
which can be prompted by policy, legal, technology and market changes as
climate-change mitigation and adaptation measures are adopted. The Group
views climate risk as a transverse risk that can manifest in the traditional and
principal risk types such as credit, operational and reputation risks, etc. The
impacts can materialise in the business and operational activities of the Bank.

The Bank's Board of Directors has established a Board-level ESG Committee
to oversee the Group's ESG performance. The ESG Steering Committee
("Steering Committee") reports directly to the ESG Committee. The Steering
Committee, chaired by the Co-Chief Executive, is responsible for driving ESG
strategy development, assessing the materiality of existing and emerging
ESG topics, and ESG target setting and performance review, which is then
reported to the ESG Committee. The Group Chief Risk Officer sits on the ESG
Steering Committee and is tasked with managing and reporting on ESG risks.

Through the HKMA-led Climate Risk Stress Test ("CRST") exercise, the
Group has identified emerging climate risks and opportunities which
may materially affect the Group's business and operations. Based on the
results from the climate risk and scenario analysis, the Group is able to
determine certain financial and non-financial impacts of climate change
which could manifest in the major risk categories through impacting of the
asset quality (i.e. borrower repayment ability, collateral quality), valuation
of financial instruments (i.e. market fluctuation), operational resilience (i.e.
operational damage to bank premises and assets and business disruption)
and reputational impact to the Group. The Group has developed plans
to strengthen its strategies and risk governance framework to ensure its
resilience against extreme climate events and to mitigate the vulnerabilities
identified during this CRST exercise. Due to strong capital buffers built up
over past years, the estimated financial impact from climate change do not
create material capital impact to the Group.

The Group's climate risk management measures include supporting
customers towards transition to a low carbon economy, expanding green
and sustainable finance products, controlling the Group's exposure to
high climate risk sectors, and the development of net zero roadmaps for
both operational emissions (Scope 1 and 2), as well as financed emissions
(Scope 3). The significant climate risk issues will be reported and escalated
to management committees and the Board through the existing enterprise
risk management organizational structure. To strengthen our climate risk
management capability and assess the operational and financial impact
arising from extreme weather events, the Group has developed and
implemented new risk management tools in 2023, including qualitative and
quantitative risk appetite statement for climate risk and climate risk heatmap,
and strengthened ESG risk assessment to customers and debt securities
issuers.
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44.Fair Values of Financial Instruments £ TENAFEE

(a) UAFEEFIIRNERMIA

(a) Financial Instruments Carried at Fair Value

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. The Group measures fair values using the
following hierarchy of methods:

Level 1 - Quoted market price in an active market for an identical instrument.

Level 2 — Valuation techniques based on observable input. This category
includes instruments valued using: quoted market prices in active markets
for similar instruments; quoted prices for similar instruments in markets
that are considered less than active; or other valuation techniques where all
significant inputs are directly or indirectly observable from market data.

Level 3 — Valuation techniques using significant unobservable inputs. This
category includes all instruments where the valuation technique includes
inputs not based on observable data and the unobservable inputs could have
a significant effect on the instrument's valuation. This category includes
instruments that are valued based on quoted prices for similar instruments
where significant unobservable adjustments or assumptions are required to
reflect differences between the instruments.

Fair values of financial assets and financial liabilities that are traded in active
markets are based on quoted market prices or counterparty quotations.
For all other financial instruments the Group determines fair values using
valuation techniques. Valuation techniques include net present value and
discounted cash flow models and various market recognised option pricing
models. Assumptions and inputs used in valuation techniques include risk-
free and benchmark interest rates, equity prices, foreign currency exchange
rates, index prices, historical or implied volatilities and correlations. The
objective of valuation techniques is to arrive at a fair value measurement that
reflects the price of the financial instrument that would be received to sell the
asset or paid to transfer the liability in an orderly transaction between market
participants at the reporting date.
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The Group uses widely recognised valuation models for determining the
fair value of common and simpler financial instruments, like interest rate
and currency swaps that use only observable market data and require little
management judgement and estimation. Observable prices and model
inputs are usually available in the market for listed debt and equity securities,
exchange traded derivatives and simple over-the-counter derivatives like
interest rate swaps. Availability of observable market prices and model
inputs reduces the need for management judgement and estimation and
also reduces the uncertainty associated with determination of fair values.
Availability of observable market prices and inputs varies depending on the
products and markets and is prone to changes based on specific events and
general conditions in the financial markets.

For more complex instruments, the Group uses valuation models, which
usually are developed from recognised valuation methodologies. Some or
all of the significant inputs into these models may not be observable in the
market, and are derived from market prices or rates or are estimated based
on assumptions. Valuation models that employ significant unobservable
inputs require a higher degree of management judgement and estimation
in determination of fair value. Management judgement and estimation are
usually required for selection of the appropriate valuation model to be used,
determination of expected future cash flows on the financial instrument
being valued, determination of probability of counterparty default and
prepayments and selection of appropriate discount rates.

The Group has an established control framework with respect to the
measurement of fair values. This framework includes a valuation control
function, namely Financial Instruments Valuation Group ("FIVG"),
which comprises control units independent of front office management.
Procedures for price verification have been established. Any pricing models
to be used would be subject to a rigorous validation and approval process.
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44.Fair Values of Financial Instruments (continued) =l TE N F(EE @)

(a) Financial Instruments Carried at Fair Value (continued)

(a) UAFEBEFIIRNEMIA (B
TREDNTNBESHR > ERFEED

The table below analyses financial instruments, measured at fair value at the

end of the reporting period, by the level in the fair value hierarchy into which

AU EESENERIAZATE

the fair value treatment is categorised: ENEEAR
2023 2022
Level1 Level 2 Level 3 Total Level1 Level 2 Level 3 Total
1 ot F=h o -0 it BZH o
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEEr AYEEn AYSEn ANEER ANEER AREERT AEEERT A¥EER
Recurring fair value
measurement EEREMNATEEET
Assets BE
BER-REBHEM
Trade Bills - Measured 2EREURBAT
at FVOC B2 - 122 - 122 - 488 - 488
Trading assets REBBEE 285 2,764 - 3049 354 1176 - 1530
Derivative assets fI*TREE 2 9,044 - 9,056 200 10892 - 11,092
Investment securities RERS
- Mandatorily
measured —RHRERREN
at FVTPL RBATEEHE - 2321 533 2,860 - 3417 732 4,149
-RBBEME ARG
-Measured at FVOC| MRBATEBENE 35,922 116,339 959 153220 24,854 102,903 839 128,396
36219 130596 1492 168,307 25,208 118876 1571 145,655
Liabilities Bff
Trading liabilities RARRaR - - - - 5 - - 5
Derivative liabilities TETEER - 4,007 - 4,007 9 4,046 - 4,145
Financial liabilities EEABBRRMURIMAT
designated at FVTPL EEHEHEE - 13501 - 13501 - 24,357 - 24,357
- 17,508 - 17,508 104 28403 - 28507

HE2023F N 2022F 12831 HIEZFE
Mo RBE—RRE RO RFEEER
FEEZEMIA  mEZHILEERHN
B o AEENBRERERIRE A
RRAFEED R BEENES -

During the years ended 31st December, 2023 and 2022, there were no
significant transfers of financial instruments between Level 1and Level 2 of
the fair value hierarchy. The Group's policy is to recognise transfers between
levels of fair value hierarchy as at the end of the reporting period in which
they occur.

-279 -



Notes to the Financial Statements (continued)

MmN E (B

Information about significant unobservable inputs in Level 3 valuations

Unlisted debt securities, equity
securities and investment funds

FLHEHES  RIDEFK
REES

Valuation technique

fHERER

Counterparty quote

RZHFRE

Net asset value

BEFE

Discounted cash flow
model

RERFINREI

Market-comparable
approach

[kl

Significant unobservable input(s)

FABRZEESH
N/A
B

N/A
EyikE

Discount rate

i

Marketability discount
[ iERiii

Earnings multiple

BAEH

EV/EBIT
EEEE/MEATE

Marketability discount
[ iERiii

The fair values of unlisted equity instruments mandatorily measured at
FVTPL or measured at FVOCI are estimated using the discounted cash
flow model, on the basis of an analysis of the investee's financial position
and results, or with reference to multiples of comparable listed companies,
adjusted for a marketability discount to reflect the fact that the shares are
not actively traded. An increase in the ratio/investee's financial position and
results in isolation will result in favourable movement in the fair values, while
an increase in discount rate/marketability discount in isolation will result in
unfavourable movement. The fair value of the unlisted investment funds
are estimated by using the net asset valuations ("NAV") provided by the
managers of the funds.

Valuation of financial instruments in Level 3 are subject to the same valuation
control framework as described above and reviewed regularly by FIVG.
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RS =RGENTIEEEZ2HER

Range
TEE

N/A
B

N/A
ik

13.4%
(20225 :12.2%)

20%
(2022 £ :20%)

14.38-36.36
(2022 5 :20.51-27.66)

18.26-26.75
(2022 £ :21.61-27.78)

50%
(2022 % :50%)
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44.Fair Values of Financial Instruments (continued) =l TE N F(EE @)

(a) Financial Instruments Carried at Fair Value (continued) (a) U FEEFIRNERMITE (8)
(1) Valuation of financial instruments with significant unobservable inputs (1) ERAATRREEZ2HWEHITA
&8
Movements in the recognised fair values of instruments with significant BRI EERARR2EZL2HN
unobservable inputs were as follows: TE > ERTEEZEFUWT :
2023 2022
Investment Investment
securities Investment securities Investment
mandatorily securities mandatorily securities
measured measured measured measured
at FVTPL at FVOCI at FVTPL at FVOCI

EHREE begbiah=gul SEHRER BiEiBHE M
B R 2EKEM B UR B 2EKEU
QFEERE RMATEE AFEEHE  RBATEE
HREES ENREES HMiREES HENREES
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEER BEBEER BREET AREERT

Assets HE

At Ist January 1818 732 839 808 712
Additions/Purchases B/ EA 8 - 31 -
Disposals/Settlements HE/EE (208) - (27) -

Changes in fair value

recognised in the income ‘A B{EE B RETS

statement W@z 1 - (80) -
Changes in fair value

recognised in the other N EEEEHEDNT

comprehensive income Hift 2\l - 120 - 127
At 31st December K12B3HEER 533 959 732 839
Total gains for the year NREHERERE

included in FVOCI fair @B EMEER

value reserve of the other AURMAFEE
comprehensive income for & EMB st AEA
assets held at the end of 2EWENATE
the reporting period BEfEEZFERK
mABEE = 120 - 127

Total gains/(losses) for
the year included inthe ~ MBREHERBIHE

income statement for ZEEMBI AL

assets held at the end AR 2 EE

of the reporting period B R RATE

recorded in net results BEERIAERER

from other financial Bz FERNT

instruments at FVTPL (§518) Wi %a 1 = (80) -
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(2) Effects of changes in significant unobservable assumptions to (2) AT ER EEZRREFEFIED

reasonably possible alternative assumptions

TZRERRFAEENEE

2023
Effect recorded in profit or loss Effect recorded directly in equity
BiEmRBa Lz E Bl RREE L2 8
Favourable  (Unfavourable) Favourable  (Unfavourable)
A (R#) E=Fil (F#)
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AEEHET AEEET AEEET AEEET
Financial assets TREE
Investment securities BEZEBBREUR
mandatorily measured at AT EESEN
FVTPL K& 45 (45) - -
HEpHMEEmEE
Investment securities MR AFEES
measured at FVOCI ENKRER? = = 80 (80)
45 (45) 80 (80)
2022
Effect recorded in profit or loss Effect recorded directly in equity
BN Ea Lz ¥ E BEEGBARRER L2 HE
Favourable  (Unfavourable) Favourable  (Unfavourable)
a7l (FH) E=E (F#)
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEET BEEET BEEETT
Financial assets TREE
Investment securities BEZEBBREUR
mandatorily measured at AT EESEN
FVTPL KREH 61 (61) - -
HEBHEMEENE
Investment securities MR AT EES
measured at FVOCI SNREXRS - - 70 (70)
61 (61) 70 (70)
The fair values of financial instruments are in certain circumstances, TETERT STEERITAEN QT EEM
measured using valuation models that incorporate assumptions that are FEANGEERD A3 ANRRITIFRE
not supported by prices from observable current market transactions AHERTAENER A REMSBRZER
in the same instrument and are not based on observable market data. TRIER B E M AT RN T I5 8% - FREE
The table above shows the sensitivity of fair values due to parallel TATEBEZHRE  ERERESRIE
movement of plus or minus 10 per cent in reasonably possible alternative BEMBRBRBFAEENE « B10%HNEE

assumptions.

—282 -

BT 8 o

349



350

The Bank of East Asia, Limited Annual Report 2023

Notes to the Financial Statements (continued)

MBmEME (B

44.Fair Values of Financial Instruments (continued) =l TE N F(EE @)

(b) Fair Values of Financial Instruments Carried at other than Fair Value
The following methods and significant assumptions have been applied in
determining the fair values of financial instruments presented below:

(i) The fair value of demand deposits and savings accounts with no specific
maturity is assumed to be the amount payable on demand at the end of
the reporting period.

(i) The fair value of variable rate financial instruments is assumed to be
approximated by their carrying amounts and, in the case of loans and
unquoted debt securities, does not, therefore, reflect changes in their
credit quality, as the impact of credit risk is recognised separately by
deducting the amount of the impairment allowances from both the
carrying amount and fair value.

(iii) The fair value of fixed rate loans and mortgages carried at amortised cost
is estimated by comparing market interest rates when the loans were
granted with current market rates offered on similar loans. Changes
in the credit quality of loans within the portfolio are not taken into
account in determining gross fair values, as the impact of credit risk is
recognised separately by deducting the amount of the impairment loss
and allowances from both the carrying amount and fair value.

(iv) The fair value of financial guarantees issued is determined by reference
to fees charged in an arm's length transaction for similar services, when
such information is obtainable, or is otherwise estimated by reference
to interest rate differentials, by comparing the actual rates charged by
lenders when the guarantee is made available with the estimated rates
that lenders would have charged, had the guarantees not been available,
where reliable estimates of such information can be made.

The carrying amounts of the Group's financial instruments carried at cost
or amortised cost are not materially different from their fair values as at 31st
December, 2023 and 2022.
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45, Off-Balance Sheet Exposures & & & &R MY A BE

FARBEKREE
S2RELEREATRLRPHRAEARS
T BEEFHRAREEREENSY

(a) Contingent Liabilities and Commitments (a

~

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

risk-weighted amount and is prepared with reference to the completion SENEERRMNESEREZNT
instructions for the HKMA return of capital adequacy ratio.
2023 2022
HK$ Mn BEEET  HK$Mn BEEET
Contingent liabilities BN =N
Direct credit substitutes HEEERER 3,522 4,220
Transaction-related contingencies B 5 ERNTAEE 3,927 3,846
Trade-related contingencies HESHMANTGAER 7,741 6,143
15,190 14,209
Commitments I
Commitments that are unconditionally cancellable AIEEGEUEMBAS BN
without prior notice B E 332,203 303,920
Other commitments with an original maturity HMEENREIEA
- upto1year —1FFUT 2,531 2,229
- over 1year —1ELE 25,168 32,043
359,902 338,192
Total 4azE 375,092 352,401
Credit risk-weighted amounts EERRINEELE 17,458 23,651

The credit risk-weighted amount is calculated in accordance with the Capital
Rules. Contingent liabilities and commitments are credit-related instruments
which include acceptances, letters of credit, guarantees and commitments to
extend credit. The contractual amounts represent the amounts at risk should
the contract be fully drawn upon and the client default. Since a significant
portion of guarantees and commitments is expected to expire without being
drawn upon, the total of the contract amounts does not represent expected
future cash flows.

(b) Derivatives
(i) Notional amount of derivatives
Derivatives refer to financial contracts whose value depends on the value
of one or more underlying assets or indices.
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45, Off-Balance Sheet Exposures (continued) & & 8 &R LMY A B (&)

(b) Derivatives (continued)

(i) Notional amount of derivatives (continued)

(b) FTETA (&)

(i)

The following is a summary of the notional amounts of each significant

type of derivative of the Group:

TETENLESE (B
EENSETEIETZEINGSE
TEREENT

2023
Managed in
conjunction
with financial
instruments
designated at
Qualifying fair value Others,
for hedge through profit including held
accounting or loss for trading Total
RiEpEE U
RBATEE Hith
HEHH ERMIA BESE
itk B EE R RE “aEm
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BREEET BEEET BEEERT BEEET
Exchange rate contracts BEX54 - 2,932 31,977 314,909
Interest rate contracts FESH 115,455 8,17 195,198 318,824
Equity contracts BRHEH - - 6,245 6,245
115,455 11,103 513,420 639,978
2022
Managed in
conjunction
with financial
instruments
designated at
Qualifying fair value Others,
for hedge through profit including held
accounting or loss for trading Total
REaEEU
REAFEE Hith >
Ea=Fapts £WMTIA BERE
Gati& B EE R ZA%E B
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET ABREEET AEEERT AEEER
Exchange rate contracts EEEL - 4,163 288,758 292,921
Interest rate contracts RS =F 13,222 19,685 186,718 319,625
Equity contracts Bina#s - - 4,774 4,774
13,222 23,848 480,250 617,320

Derivatives arise from futures, forward, swap and option transactions

undertaken by the Group in the foreign exchange, interest rate and

equity markets. The notional amounts of these instruments indicate the

volume of transactions outstanding at the end of the reporting period;

they do not represent amounts at risk.
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(i)

(iii)

RERTHRAT2023F K

Fair value of derivatives (i) TTEIEZRAFEE
2023 2022
Fair value Fair value
ATEE AT{E(E
Assets Liabilities Assets Liabilities
BE afE BE &
HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET BEEETT BEEET ABEEET
Exchange rate contracts EEEH 1,650 1733 1,781 1749
Interest rate contracts FIREHN 7,307 2,169 9,220 2,297
Equity contracts Kinéeaa 99 105 91 99
9,056 4,007 11,092 4145
Hedge accounting (iii) Eh&EET
Fair value hedges of interest rate risk VIESN AP == E g

The Group's fair value hedge principally consists of interest rate swaps
that are used to protect against changes in the fair value of fixed rate
long-term financial instruments due to movements in market interest
rates.

The Group uses interest rate swaps to hedge its exposure to changes
in the fair values of certain fixed rate financial assets and financial
liabilities in respect of a benchmark interest rate. Pay-floating/receive-
fixed interest rate swaps are matched to specific issuances of fixed rate
financial liabilities or pay-fixed/receive-floating interest rate swaps are
matched to fixed rate financial assets with terms that closely align with
the critical terms of the hedged item.

— 286 —

AEENATEES T B %
8 ARG R ENERT A
ATBERDSHERDTHE -

REBUFF AR PETEE SR
BEENEHEBEREENZMER
NP EEBEER - HihUSZTF
B WEREENERHANETERS
HEENBERTRERUZNERE
FR /BB B FIERAGHRER
TREERY  HERERETEE
RIRAER IR —2R »

353



354

The Bank of East Asia, Limited Annual Report 2023

Notes to the Financial Statements (continued)

MBmEME (B

45, Off-Balance Sheet Exposures (continued) & & 8 &R LMY A B (&)

(b) Derivatives (continued)

(ii) Hedge accounting (continued)

Fair value hedges of interest rate risk (continued)

The Group's approach to managing market risk, including interest rate
risk, is discussed in Note 43(b). Interest rate risk to which the Group
applies hedge accounting arises from fixed rate financial assets and
financial liabilities, whose fair value fluctuates when benchmark interest
rates change. The Group hedges interest rate risk only to the extent of
benchmark interest rates because the changes in fair value of a fixed
rate financial asset and financial liability are significantly influenced by
changes in the benchmark interest rate. Hedge accounting is applied
where economic hedge relationships meet the hedge accounting criteria.

By using derivative financial instruments to hedge exposures to changes
in interest rates, the Group also exposes itself to credit risk of the
derivative counterparty, which is not offset by the hedged item. The
Group minimises counterparty credit risk in derivative instruments by
entering into transactions with high-quality counterparties and requiring
the counterparties to post collateral (see Note 43(a)(x)).

Before fair value hedge accounting is applied by the Group, the Group
determines whether an economic relationship between the hedged
item and the hedging instrument exists based on an evaluation of the
qualitative characteristics of these items and the hedged risk that is
supported by quantitative analysis. The Group considers whether the
critical terms of the hedged item and hedging instrument closely align
when assessing the presence of an economic relationship. The Group
evaluates whether the fair value of the hedged item and the hedging
instrument respond similarly to similar risks. The Group further supports
this qualitative assessment by using cumulative dollar offset method
or regression analysis to assess whether the hedging instrument is
expected to be and has been highly effective in offsetting changes in the
fair value of the hedged item.

The Group establishes a hedge ratio by aligning the par amount of
the hedged item and the notional amount of the interest rate swap
designated as a hedging instrument. Under the Group policy, in order to
conclude that a hedge relationship is effective, all of the following criteria

should be met.

— The regression co-efficient (R squared), which measures the
correlation between the variables in the regression, is at least 0.8.

— The slope of the regression line is within a 0.8-1.25 range.

— The confidence level of the slope is at least 95%.
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In these hedge relationships, the main sources of ineffectiveness are:

— the effect of the counterparty and the Group's own credit risk on the
fair value of the interest rate swap, which is not reflected in the fair
value of the hedged item attributable to the change in interest rate;
and

— differences in maturities of the interest rate swap and the hedged
item.

At 31st December, 2023 and 2022, the Group held the following interest
rate swaps as hedging instruments in fair value hedges of interest risk:

RERITERATI2023F R

TEBEHIPRESD - BRI EY
FERRE

- RZHEFNLEEESERRAR
HXEHSOATEENZE
REERBRER XL EHAIRY
HEENATEED &

— MEERAMNEREPREE I
AZZER-

K2023F & 2022F 128 31H » &%
BB EUTHRERSOESTIRE
BAFEERAPEFTA

2023
Maturity
ZIHRE
Less than 1year 1-5 years More than 5 years
YRIE 1-5% £33
Risk category E B3R
Interest rate risk B
Hedge of debt securities investment ¥ EHBHRE
Nominal amount (HK$ Mn) LESE(EBEET) 6,832 40,841 51,483
Average fixed interest rate FHEEH = 2.21% 1.54% 1.47%
Hedge of loans and advances HHERREBN
Nominal amount (HK$ Mn) LESE(EBEET) 124 698 27
Average fixed interest rate FHEEH = 2.76% 1.19% 2.59%
Hedge of subordinated notes issued 11 E & 1T EZE
Nominal amount (HK$ Mn) LESEBEEET = 14,452 =
Average fixed interest rate FHEEF = - 3.98% -
Hedge of deposits from customers ~ #HEFEMR
Nominal amount (HK$ Mn) LESEBEEET 998 - -
Average fixed interest rate FIHEEF = 4.04% - -
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(b) Derivatives (continued)
(ii) Hedge accounting (continued)

Fair value hedges of interest rate risk (continued)

(b) $T4E IR (8)
(iii) ¥hEat (@

FIEmBEAI 2 T EE 24 (4H)

2022
Maturity
ZIEAE
Less than 1year 1-5 years More than 5 years
YR1E 1-55 SIREE

Risk category RRiER)
Interest rate risk BT
Hedge of debt securities investment ¥ & BH K E
Nominal amount (HK$ Mn) LELEEEEED 9,953 39974 44,403
Average fixed interest rate FIEEF = 2.33% 1.33% 1.33%
Hedge of loans and advances HAERNBR
Nominal amount (HK$ Mn) LELEEEEED 125 869 27
Average fixed interest rate FIEEH = 2.78% 1.54% 2.59%
Hedge of subordinated notes issued ¥t BE TR EZE
Nominal amount (HK$ Mn) LELEEEEED - 5,852 -
Average fixed interest rate FIEEH = - 2.72% -
Hedge of deposits from customers HARPER
Nominal amount (HK$ Mn) LELEEEEED 9,631 - -
Average fixed interest rate FHEEF = 367% - -
Hedge of repo Eapial k-
Nominal amount (HK$ Mn) LELEEEEED 2,388 - -
Average fixed interest rate FHEEF = 4.72% - -
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The amounts relating to items designated as hedging instruments and

hedge ineffectiveness were as follows:

2023
Line item in the
consolidated

RERITERATI2023F R

EE AT TAENERE PSRN T

Line item in

statement of Change in consolidated
financial position fair value used income
where the hedging for calculating Ineffectiveness ~ statement that
Carrying amount instrument hedge recognised  includes hedge
IREE is included ineffectiveness in profit or loss  ineffectiveness
Nominal BEHHIA ATEESY  RBRERA SRR
amount Assets Liabilities M4 &% MHEEY  EINEN DRRNEE
2520 BE aff WRRHER gk gt RERNER
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET EEEET  ABEET BEEET  BYEEER
Interest rate risk
Fl=ER
Interest rate swaps - 99,156 5,689 (412) Derivative assets/ (1,860) 76 Net hedging
hedge of debt securities (liabilities) profit/(loss)
investment
GilESE R fTETREE/ (Bf) Himas/ (51)
HIEBESRE B8
Interest rate swaps - 849 42 - Derivative assets/ (24) (2) Nethedging
hedge of loans and advances (liabilities) profit/(loss)
GilES kiR fTETREE/ (Bf) Himas/ (51)
HHERREN B8
Interest rate swaps - 14,452 29 (402) Derivative assets/ 147 (23) Net hedging
hedge of subordinated notes (liabilities) profit/(loss)
issued
GilES kiR fTETREE/ (Bf) Hihas/ (55)
HIBETRERE B8
Interest rate swaps - 998 = (2) Derivative assets/ 28 2 Net hedging
hedge of deposits from (liabilities) profit/(loss)
customers
=g fTETREE/ (Bf) Hihas/ (55)
HAERER B8
Interest rate swaps - = = - Derivative assets/ 4 (23) Net hedging
hedge of repo (liabilities) profit/(loss)
=g fTETREE/ (Bf) Hihas/ (55)
Eplel 3
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(b) FTETA (&)
(iii) #Esr (8
FIEmBEAI 2 T EE 24 (4H)

(b) Derivatives (continued)
(ii) Hedge accounting (continued)
Fair value hedges of interest rate risk (continued)

2022
Line item in the
consolidated

Line item in

statement of Change in consolidated
financial position fair value used income
where the hedging for calculating Ineffectiveness ~ statement that
Carrying amount instrument hedge recognised  includes hedge
IREE is included ineffectiveness in profit orloss  ineffectiveness
Nominal AEHAIR ATEEZEY  KBERN S3ENHW
amount Assets Liabilities 4 & 155 NHEEY  EEINEN DRNGE
2528 BE &8ff WRRNER Pk Hhd  WERNER
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BEEET ABEEET  AY%EER BEEET  AYEER
Interest rate risk
FIZ=ER
Interest rate swaps - 94,330 731 (113)  Derivative assets/ 8,958 172 Net hedging
hedge of debt securities (liabilities) profit/(loss)
investment
Gilks=l ity TEIRBE/ (BR) HiaEd/ (BH)
HMEBRFRE 3
Interest rate swaps - 1021 65 - Derivative assets/ 2 4 Net hedging
hedge of loans and advances (liabilities) profit/(loss)
Gilks=l it TEIREBE/ (BE) HigEd/ (BH)
HAETRBR 3
Interest rate swaps - 5852 - (299)  Derivative assets/ (255) 4 Net hedging
hedge of subordinated notes (liabilties) profit/(loss)
issued
Gilks=l i TEIRBE/ (BR) gt/ (BH)
HABETRERE 3
Interest rate swaps - 9,631 9 (37) Derivative assets/ (29) (2) Net hedging
hedge of deposits from (liabilities) profit/(loss)
customers
iR TEIRBE/ (BE) HiaEd/ (BH)
HARRER 3
Interest rate swaps - 2,388 - (1) Derivative assets/ (4) 23 Net hedging
hedge of repo (liabilities) profit/(loss)
iRz TEIRBE/ (BE) HiaEd/ (BH)
Eapaleliy 3
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The amounts relating to items designated as hedged items were as

follows:

RERITERATI2023F R

EERREPHE ST ¢

2023
Accumulated
amount of fair
value hedge
adjustments
remaining in
the statement
of financial
position for
any hedged
items that
have ceased
to be adjusted
for hedging
gains and
losses
Accumulated amount of Change in BEK
fair value hedge adjustments vaueusedfor  BIEHRAE
included in the carrying amount  Line item in the calculating ekl
of the hedged item consolidated statement hedge  FEBHAEF
Carrying amount BEXHEHAEEREERN  of financial position where the  ineffectiveness REEN
RAEE ZANFEEHWHAE  hedgeditemisincluded ATEEES REWEEZ
Assets Liabilities Assets Liabilities & & EHBEH MAEEN  RHATEE
gE af BE aff GAMBRARNER Hamh  HhERRE
HK$ Mn HK$ Mn HK$ Mn HK$ Mn  HK$ Mn HK$ Mn HK$ Mn
AEEER  BEEEn  BEEET  AYEER AMEER AEEER  BBEER
Debt securities investment 92,652 - (4,449) - Investment securities 1936 =
BHESRE RESS
Loans and advances 845 = (40) - Loans and advances to customers 22 =
EEWEE ERERREN
Subordinated notes issued - 14,318 - (88) Loan capital (170) -
BETRERE EEER
Deposits from customers - 997 - (2) Deposits from customers (26) -
ERER ERER
Repo - - - - Deposits and balances of banks (27) -
[l BITHERRER
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(b) Derivatives (continued)
(ii) Hedge accounting (continued)
Fair value hedges of interest rate risk (continued)

(b) FTETA (&)

(iii) #Esr (8
FIEmBEAI 2 T EE 24 (4H)

2022
Accumulated
amount of fair
value hedge
adjustments
remaining in
the statement
of financial
position for
any hedged
items that
have ceased
to be adjusted
for hedging
gains and
losses
Accumulated amount of Change in BER
fair value hedge adjustments vaueusedfor  EAEHAR
included in the carrying amount  Line item in the calculating HELL
of the hedged item consolidated statement hedge  FBHARF
Carrying amount DEKEHAERREERN  of financial position where the  ineffectiveness KB
RAEfE B ATEEH AR hedged item is included ATEEEH KHAEEZ
Assets Liabilities Assets Liabilties B EHEHABEH MHEEN RHATEE
BE &ff BE &ff GEMBRRRNER HARG  HhRERE
HK$ Mn HK$ Mn HK$ Mn HK$Mn  HK$ Mn HK$ Mn HK$ Mn
BEEET  A¥EERT  BEEER  AYEER BEEER BEEET  BEEET
Debt securities investment 85,306 - (7683) - Investment securities (8786) -
Loans and advances 1028 - (62) - Loans and advances to customers (68) -
ERREN EREMRED
Subordinated notes issued - 5567 - (257)  Loan capital 259 -
BETRERE BEEX
Deposits from customers - 9604 - (27)  Deposits from customers 27 -
ZREH ZREN
Repo - 2,361 - (27)  Deposits and balances of banks 27 -
Bl RITNER R
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MR MIEE ()
(c) Capital Commitments (c) BEAREE
Capital commitments outstanding at 31st December and not provided for in K12 B N EREMBLRERHZREPIR
the financial statements were as follows: BEBNEREENT
2023 2022
HK$Mn BEEET  HK$ Mn BEEET
Expenditure authorised and contracted for BIEZ HI B 484 452
Expenditure authorised but not contracted for BIEZ HEREN 90 138
574 590
(d) Leases Committed But Not Yet Commenced (d) BAIEEMNREABRNES
At 31st December, 2023 and 2022, the total future cash outflows to which 7L2023 F K 2022 F12 3 31H » AEEE
the Group (as a lessee) is exposed that are not reflected in the measurement RABAFIABEBTRRMAEBESES
of lease liabilities are as follows: ERRRRREMEAAZENT -
2023 2022
HK$Mn BEEET  HK$ Mn BEEET
Properties L/ES
Within one year 1A 4 2
After one year but within five years 1EESER 5 20
After five years 5FEMUE = 6
9 28
Equipment B
Within one year 1A = -
After one year but within five years 1EELER = -
Total lease committed but not yet commenced BAEEMNARRENHEELREE 9 28
(e) Contingencies (e) BEEIE
The Group receives legal claims against it arising in the normal courses of AERWEIEFEREBBARPEENEER
business. The Group considers none of these matters as material. Where B o REMEPBABLEEEHNAREKN - EE
appropriate the Group recognises provisions for liabilities when it is probable EERT  AEEERAEBRELSEN TR
that an outflow of economic resources embodying economic benefits will be L B A U Z B EH B SR st
required and for which a reliable estimate can be made of the obligation. REEERE -
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46. Offsetting of Financial Assets and Liabilities IKiHEMEENREMAE

To mitigate credit risks, the Group enters into master netting arrangements
with same counterparties. Netting agreements 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 statement of financial position.

The following tables present details of financial instruments subject
to offsetting, enforceable master netting arrangements and similar

FEEEHEMERY TR FREFRTH
DURREERR - EEEBHOEM R
BREGEEG® FEEZEFIRZER
LR ERGE OB EESE - [REER
MEMI FREREF IR UABEE
BREMBRARTHEENGEBET
BERIKE -

TRINTRIE - REARWNH 2 FHER
ML MABEIHRAORITR TAFIE -

agreements.
2023
Amounts subject to enforceable netting arrangements
SREERINZBEERTH 2 L8
Effects of offsetting in the Amounts not set off in the
consolidated statement of financial position consolidated statement of financial position
ESRUBRIRESEZHE TERSANBRARNESEZ R
Net amounts
presented Amounts not
inthe subject to
consolidated enforceable
statement of netting
financial arrangements
position FRAiEE
Gross  Amounts  KEAME  Financidl  Noncash Cash Net HHZEE Total
amounts offset MKARTHT instuments  colatera  colatera  amounts  EHEHE  amounts
BE HHZEE 298 SRIR JRGNAR  REEMR i Pk g
HKS Mn HKS$ Mn HKS Mn HKS Mn HKS Mn HKS$ Mn HKS Mn HKS Mn HKS$ Mn
B¥EEn AWEEn AWEEn  BMESm  ARERn  BKAEER  BMEEn  B¥EEm  AREER
Financial assets SHEE
Derivatve assets fitTAEE 7672 - 1672 (2094) - (2829 2751 1384 9,056
Placements with and advances to
banks TERINERLER
- Under reverse repos,
securities borrowing and
similar agreements with -AFHNREEE
banks RHEARBETS 4932 - 4932 - (4828) (104) - - 4932
Loans and advances to
customers EREFREH
- Under reverse repos,
securltes borowingand  ~ESFRTHRMAEE
similar agreements with EAEARER
nobanks = 11940 - 1940 - (11546) (394) - - 1340
Other assets HftEE 2,381 (2124) %7 - - - 2% - 2%
Tota 25 2925 (2124) 24,801 (2094) (16,374) (3319) 301 1384 2,185
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B SRR MIEE ()
Amounts subject to enforceable netting arrangements
SRALERNZFPRLERRH 28
Effects of offsetting in the Amounts not set off in the
consolidated statement of financial position consolidated statement of financial position
s VA TERSANBRARNESE 88
Net amounts
presented Amounts not
inthe subject to
consolidated enforceable
statement of netting
financial arrangements
position TR
Gross  Amounts  FEEHH Financial  Non-cash Cash Net HhZ5E Total
amounts offset REPHT instuments  colateral  collteral  amounts  EERE  amounts
BB MR 2BEE SRIR JREENR  REkNR 38 Pk ]
HKS$ Mn HKS$ Mn HKS Mn HKS Mn HKS$ Mn HKS$ Mn HKS Mn HKS Mn HKS$ Mn
AEEEn  ABMEEn  RMEEn BWEER  BEEER  A%EEm  AMEEn  AMEEn  AWEER
Financial liabltes EET
Derivative liabilties fiETE8R 2781 = 2781 (2,094) = (65) 622 1226 4007
Deposits and balances of banks 78025 Rtk
= under repos, securities
lending and similar
agreements with GRS
banks i 5250 - 5250 - (4.248) (1004) - - 5,250
Otherliablties Efi&E 2124 (2124) - - - - - - -
Total £ 10,165 (2124) 8,031 (2,094) (4.246) (1,069) 622 1226 9,257
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46. Offsetting of Financial Assets and Liabilities (continued)

IKEEMEEREMREE®@

2022
Amounts subject to enforceable netting arrangements

BREERNN FEERRH ST

Effects of offsetting in the Amounts not set off in the
consolidated statement of financial position consolidated statement of financial position
ERAMBRARENZYE BEARAHBRNEREH 28
Net amounts
presented Amounts not
inthe subject to
consolidated enforceable
statement of netting
financial arrangements
position S BV
Gross  Amounts  KEAHME  Financid  Noncash Cash Net HNZ3E Total
amounts offset AKARTHT instuments  colater  colatera  amounts  EHEHE  amounts
BE  MHZEE  2IRE SMIR FREMNR  RENER ] 288 n
HKS Mn HKS Mn HKS Mn HKS Mn HK$ Mn HKS Mn HKS Mn HKS Mn HKS Mn
A¥EEn ARBEn  AWEEn MRS AREEn  BEEER  AMEEn  B¥EER  EREER
Financial assets SHEE
Derivatve assets (EAETS 9985 - 998 (229) - (5284 2423 1107 109
Placements with and advances to
banks EROINERLER
- under reverse repos,
securteshorowingand  ~EFFNREEE
similar agreements with EAEARER
banks i 349 - 3498 - (32%) () 25 - 349
Other assets HftEE 431 (3%) % - - - % - %
Total e 13914 (3%) 13518 (22%8) (3232) (5.275) 213 1107 14625
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Amounts subject to enforceable netting arrangements
BREERMNZFEEERI SR

Effects of offsetting in the Amounts not set off in the

consolidated statement of financial position

EREHERIREE EE

consolidated statement of financial position

IEEFAHBRAAEE 28

Net amounts
presented Amounts not
inthe subject to
consolidated enforceable
statement of netting
financial arrangements
position TR
Gross  Amounts  REEHE  Financid  Noncash Cash Net HNZBE Total
amounts offset AUREDT  instuments  collateral  colaterl  amounts  EEEEH  amounts
BB HHZEE  2BEE SRIR JREEAR  REkNR B8 188 ]
HKS Mn HK$ Mn HKS Mn HKS Mn HKS$ Mn HKS Mn HKS Mn HKS Mn HKS$ Mn
B¥EEn AWEEn AWEEn  BMEERm  BREEn  BKEER  BMEEn  BEEER  AMEER
Financial fibilties EET
Derivative liabilties DEIELEL 3404 - 3404 (2298) - (109) 997 41 4145
Deposits and balances of banks 7B AR i
- Under repos, securities -BRANEE
lending and similar Pk )b
agreements with banks i 2953 - 2953 - (2900) (53) - - 2953
Deposits from customers REEH
= under repos, securities
lending and simiar ~SERNEE
agreements with non- Fka g
banks & 23 - 283 - (283) - - - 283
Otherliabilties Hft&f % (396) - - - - - - -
Tota g 703 (39%6) 6640 (22%) (3183) (162) 97 741 7381

-298 -



366

The Bank of East Asia, Limited Annual Report 2023

Notes to the Financial Statements (continued)

MBmEME (B

47. Notes on Consolidated Cash Flow Statement

AT RERMEE

(a) Cash and Cash Equivalents

(i)

(a) REXRZERREIEE

Components of cash and cash equivalents in the consolidated cash flow

statement

(

)

ERERERERARENEFRFAE
TEEER

2023 2022
HK$Mn B EET HK$Mn Bl EET
Cash and balances with banks with original maturity ~ RZAHREAIBAUARZRE R
within three months EIRTHER 37,014 44,158
Placements with and advances to banks with original ~ RZHAR 2 318 3 LR T $R1THY
maturity within three months GRREBHR 39,552 60,091
Treasury bills with original maturity within three months  FRZ<HARR 2 318 B UK B E (&% 14,394 6,107
Certificates of deposit held with original maturity within  RZ<HZFE 2 318 3 LI Z HEH
three months GFREE 516 206
Debt securities with original maturity within three
months JRAHAMR % 318 B UMY ETSER 658 1567
92,134 112,149
Reconciliation with the consolidated statement of financial position (i) BAREMBRRRNER
2023 2022
HK$Mn B EET  HK$Mn Bl EET
Cash and balances with banks (Note 23) ReMERITNGER (H5t23) 45903 54,579
Placements with and advances to banks (Note 24) EIRTTHTER B (5t 24) 43,691 60,203
Treasury bills, certificates of deposit held and debt
securities BEES BT ENERE
- trading assets (Note 26) R AREE (i3t 26) 2,764 1275
- investment securities (Note 28) —R&EFHH (:t2s) 165,527 145,289
168,291 146,564
Amounts shown in the consolidated statement of
financial position ERAMBERARIITHNEE 257,885 261,346
Less: Amounts with an original maturity of beyond e RAHPRA3MEA MU LR
three months G (156,861) (138,774)
Cash balance with central bank subject to TR EREINE R RIEBITH
regulatory restriction RelEE (8,890) (10,423)
Cash and cash equivalents in the consolidated TEARERERANERELR
cash flow statement ZRREER 92,134 112,149
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Notes to the Financial Statements (continued)

MFBIMAM L ()
(b) Reconciliation of Liabilities Arising from Financing Activities (b) FERMEIBELENEBZHIE
The table below details changes in the Group's liabilities from financing TRIBAEEERMETHELENEEY
activities, including both cash and non-cash changes. Liabilities arising from @g) AFRENIFREZEFH RER
financing activities are liabilities for which cash flows were, or future cash BRBESNEGETAEENGESRSE
flows will be, classified in the Group's consolidated cash flow statement as MEBRADEAHREEHEENIREN
cash flows from financing activities. HARRFREREENEE
Debt
securities Interest rate Interest rate
issued Loan capital swaps held  swaps held
Debt accrued accrued tohedge  tohedge
securities Loan interest interest Lease borrowings borrowings
issued capital payable payable liabilities (assets) liabilities Total
BEEHD HEfER
BEfT fEMMRIE  EHRNFE
BEfT BEESz HEERZ BHAH  EEAH
BEES fHEES  ENE  EHUE  HERR (BE) & g
HK$ Mn HK$Mn  HK$ Mn HK$Mn  HK$ Mn HK$ Mn HK$ Mn HK$ Mn
REEET BYEEn ABOEn BEEEn ANEEr BEEEn BYEEn ABDER
At 1st January, 2023 120231518 2,892 1927 14 159 774 = 307 16,073
Changes from financing
cash flows RERMERERNEH
Issue of loan capital HIREER - 3893 - - - - - 3893
Redemption of debt securities
issued BOEETERES (2,090 - - - - - - (2,090)
Interest paid on loan capital ~ XAMEEEARFIE - - - (873) - - - (873)
Interest paid on debt securities 3 17 E #17E# 3
issued IS = = (58) - - - - (58)
Payment of lease liabilities ZHEEE - - - - (274) - - (274)
Total changes from financing B ERERERHE
cash flows EEH (2,090) 3893 (58) (873) (274) = = 598
Exchange adjustments ERAZ 10 (34) - - 1 - - (23)
Changes in fair value ATEEZE 32 - - - - - U 25
Revaluation under hedge
accounting HAgHENER - 170 - - - (29) 102 243
Interest expenses FIESH - 1l 51 949 29 - - 1040
Increase in lease liabilities from
entering into new leases  FEMFTUHHAES R
during the year AESEREM - - - - 322 - - 322
Total other changes Higsam 42 147 51 949 352 (29) 9% 1607
At 31st December, 2023 20235124 31H 844 15,967 7 235 852 (29) 402 18,278
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47. Notes on Consolidated Cash Flow Statement (continued)
GZERERERMET @

(b) Reconciliation of Liabilities Arising from Financing Activities (continued)

(b) FEREZBHEENERZHIR (B

Debt
securities Interest rate
issued Loan capital swaps held
Debt accrued accrued to hedge
securities Loan interest interest Lease borrowings
issued capital payable payable liabilities liabilities Total
HHfERA
B&f7 RS
BEf7 EES2 BEERZ RHAH
BHES fHEEX  EEHAE EHAE  HEAR & g
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
BRDET BEEEn ANoEn BEEEn BEYEEn AEDER BWEER
At 1st January, 2022 120221818 5847 6,488 9% 79 884 2 13395
Changes from financing
cash flows FERERETNEY
Issue of debt securities BTBEBES 388 - - - - - 388
Issue of loan capital RTEEER - 5793 - - - - 5793
Redemption of debt securities issued ~ BE[IE 31T E 5553 (3.061) - - - - - (3,061)
Interest paid on loan capital TREEELHE - - - (374) - - (374)
Interest paid on debt securitiesissued ~ ZJBETEREEFE - - (161) - - - (161)
Payment of lease liabilties TUEEEE - - - - (302) - (302)
Total changes from financing RERERERNEY
cash flows ek (2673) 5793 (161) (374) (302) - 2283
Exchange adjustments ERAZ (239) (103) - - (41) - (383)
Changes in fair value ATEEZE (44) - - - - 6 (38)
Revaluation under hedge accounting ~ ¥HH & HANE( - (257) - - - 299 42
Interest expenses FIESH 1 6 80 454 28 - 569
Increase in lease liabilities from
entering into new leases FENTUFEESIH
during the year AESBEEM - - - - 205 - 205
Total other changes Hfth &85 (282) (354) 80 454 192 305 3%
At 31st December, 2022 120225128310 2892 1,927 14 159 774 307 16,073
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Notes to the Financial Statements (continued)

MmN E (B

48.Assets Pledged As Security FI{EIRIRmMNEE

RREHHR > UTEELCRFEASE

The following assets have been pledged as collateral for own liabilities at the

end of the reporting period.

Bz o

2023 2022
HK$ Mn BEEET  HK$Mn BEEET
Secured liabilities BiEAEE 5,250 3,236
Assets pledged: HREE:
On-balance sheet BEEBEBRA
Investment securities KEES
—FRBE M2 A U bR
- measured at FVOCI NEEESE 5,071 2,999
— measured at amortised cost — IR AT 2 - 461
5,071 3,460
Off-balance sheet EESEBERIN
Repledged collateral received B B R AR & 392 -
5,463 3,460

DUFRSRITHEBRERIFRSBERITET

The following balances with banks have been pledged as collateral for

securities borrowings and margin deposits of derivatives. BfRREeZBEG -
2023 2022
HK$Mn BHEEET  HK$Mn BEEET
Cash collateral for borrowed securities BEEFEENRERER 497 24
Margin accounts for open futures and forward contracts FA{ERI & MBI G AN RRS 3,671 3125
4,168 3,149

These transactions are conducted under terms that are usual and customary WERZ 2GR RN EBIZEGNR
T

MESFEERXZET

to standard lending and securities borrowing and lending activities.
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49, Loans to Directors and Entities Connected with Directors

ESENUEESARERRENEM

The aggregate of loans to directors of the Bank and entities connected
with directors disclosed pursuant to Section 383(1)(d) of the Hong

1R (2 B &) 55 383(1)(d) 1 K (R &)
(REBEFF AR RADEIWRE > &

Kong Companies Ordinance and Part 3 of the Companies (Disclosure of TEENAEEEMETE EMERRE
Information about Benefits of Directors) Regulation, are as follows: BT
2023 2022
HK$Mn BEEET  HKSMn BEEERT
Aggregate amount of relevant loans outstanding
at 31st December HFMERI 128 31 AL 14858
By the Bank HIRTTHEH 867 1613
By subsidiaries B BEH = -
867 1,613
The maximum aggregate amount of relevant loans
outstanding during the year FENBBERZ R Gk
By the Bank HIRTTHEH 1712 2,465
By subsidiaries H B BEH = -
1,712 2,465

As at 31st December, 2023 and 2022, there was no interest due but unpaid
and the impairment allowance made against these loans as required under
HKFRS 9 were insignificant.

7 2023F12 8 31H & 2022412 A 31
B REBHRECHE  BEZFER
B(EBMBHREER) FREL R

BEEFBRETERR -

50.Material Related Party Transactions Bl A THIE KX 5

(a) Key Management Personnel Remuneration
Remuneration for key management personnel of the Group, including
amounts paid to the Bank's directors as disclosed in Note 20 and certain of

the highest paid employees as disclosed in Note 21, is as follows:

(a) TEEEASFM

FEEZTBEEASHY > BOEEN
20 PFTIREE ST T AITE R REMEE 21
PARBES N TATETREHIMESE

SEUT
2023 2022
HK$Mn BEEET  HKSMn BEEET
Short-term employee benefits i EEET 164 169
Post-employment benefits BB BRKEF] 7 8
Equity compensation benefits Rtn i ERET) 23 23
194 200
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MmN E (B

(b) The Group maintains certain retirement benefit schemes for its staff as per (b)

Note 2(x)(iii). In 2023, the total amount of contributions the Group made to
the schemes was HK$219 million (2022: HK$204 million).

The Group enters into a number of transactions with the Group's related
parties, including its associates, shareholders with significant influence, and
key management personnel and their close family members and companies
controlled or significantly influenced by them. The transactions include
accepting deposits from and extending credit facilities to them. All interest
rates in connection with the deposits taken and credit facilities extended are
under terms and conditions normally applicable to customers of comparable
standing.

The interest received from and interest paid to the Group's related parties
for the year, outstanding balances of amounts due from and due to at the
year end, and maximum outstanding balance of amounts due from and due

to them during the year are aggregated as follows:

RERITERATI2023F R

AL 5 H B IR S TR MRRETE
B AL B 5E 2(x) (i) 357 B8 o FR2023F A »
AEEMHZ LB MHFBRABIE219
BT (20224 1 BHE2.04187T) ©

REEEHBEHA TETZERS 25
ATBEBEQAR] EEREENZRKRE
REIZITHABREEZRE  MEZF
ANEFERRABERZENNATE ° &
EXRGUEERZFATERRB MR
HEE - IR NEERFE > 191K
BT —RIBEKTERBIER

FER > AEBEYERIE A TP SE {1
BRI S > RIEFRBEEA TR RRKE
BMATHRE MEFERNBBALRS
R R i N TR RS RRIRABAEIN T

Shareholders with

Key management personnel Associates significant influence

TEEEAS BEAE BEAFBNZER
2023 2022 2023 2022 2023 2022
HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn HK$ Mn
AOET A¥OExT ABEEER AYEEr A¥EEx AEEER
Interest income FIEWA 4 40 73 76 12 -
Interest expense FIESH 96 26 1 - - -
Amounts due from R A TR R 815 1763 1374 1335 422 120
Amounts due to R A LHRE 2,180 3075 209 34 5 1
Maximum amounts due from BB A THBRS R 1681 2636 1988 2219 1316 8,054
Maximum amounts due to REBALHRSIE 5273 6,599 789 438 212 43
Committed facilities to LY EERH 1293 876 1,755 2,244 59 -
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51. Equity Compensation Plans B3 #E{E512!

(a

~

The Bank has adopted Staff Share Option Schemes whereby the Board of
the Bank may at its discretion grant to any employees of the Group, including
Executive Director and Co-Chief Executives, options to subscribe for ordinary
shares of the Bank. All options were granted for nil consideration.

Particulars of Share Options

Date of grant

Vesting period

KTFTRABRERRESEIRESTEA
HiFZEHRRETAEREZEARE &
BATESRBFEITHAR  UEBEAT
EimRR G © PRERREHLUESERIT
W -

(a) PBRRHERETS

Exercise period Exercise price per share

R =kt FEH 171588 SRITEE

HK$ BT
04/5/2015(T3) 04/5/2015 - 03/5/2018 04/5/2018 - 04/5/2023 34.15
08/4/2016(T2) 08/4/2016 - 07/4/2018 08/4/2018 - 08/4/2023 28.45
08/4/2016(T3) 08/4/2016 - 07/4/2019 08/4/2019 - 08/4/2024 28.45
07/4/2017(T1) 07/4/2017 - 06/4/2018 07/4/2018 - 07/4/2023 32.25
07/4/2017(T2) 07/4/2017 - 06/4/2019 07/4/2019 - 07/4/2024 32.25
07/4/2017(T3) 07/4/2017 - 06/4/2020 07/4/2020 - 07/4/2025 32.25
10/4/2018(T1) 10/4/2018 - 09/4/2019 10/4/2019 - 10/4/2024 32.25
10/4/2018(T2) 10/4/2018 - 09/4/2020 10/4/2020 - 10/4/2025 32.25
10/4/2018(T3) 10/4/2018 - 09/4/2021 10/4/2021 - 10/4/2026 32.25
19/7/2019(T1) 19/7/2019 - 18/7/2020 19/7/2020 - 19/7/2025 22.45
19/7/2019(T2) 19/7/2019 - 18/7/2021 19/7/2021 - 19/7/2026 22.45
19/7/2019(T3) 19/7/2019 - 18/7/2022 19/7/2022 - 19/7/2027 22.45
07/4/2020(T1) 07/4/2020 - 06/4/2021 07/4/2021 - 07/4/2026 16.58
07/4/2020(T2) 07/4/2020 - 06/4/2022 07/4/2022 - 07/4/2027 16.58
07/4/2020(T3) 07/4/2020 - 06/4/2023 07/4/2023 - 07/4/2028 16.58
13/4/2021(T1) 13/4/2021 - 12/4/2022 13/4/2022 - 13/4/2027 17.08
13/4/2021(T2) 13/4/2021 - 12/4/2023 13/4/2023 - 13/4/2028 17.08
13/4/2021(T3) 13/4/2021 - 12/4/2024 13/4/2024 - 13/4/2029 17.08
12/4/2022(T1) 12/4/2022 - 11/4/2023 12/4/2023 - 12/4/2028 12.17
12/4/2022(T2) 12/4/2022 - 11/4/2024 12/4/2024 - 12/4/2029 12.17
12/4/2022(T3) 12/4/2022 - 11/4/2025 12/4/2025 - 12/4/2030 12.17
12/4/2023(T1) 12/4/2023 - 11/4/2024 12/4/2024 - 12/4/2029 10.08
12/4/2023(T2) 12/4/2023 - 11/4/2025 12/4/2025 - 12/4/2030 10.08
12/4/2023(T3) 12/4/2023 - 11/4/2026 12/4/2026 - 12/4/2031 10.08
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(b) Movement of Share Options During the Year

RERITERATI2023F R

(b) FrBRRIEZ &S

2023 Number of share options 2R 2 E
Exercise price  Outstanding Outstanding
Date of grant Tranche per share at 1/1/2023 Granted Exercised Lapsed at 31/12/2023
1520235 520235
1A1H 128 31H
E¥EH 1) SRITER i RITRE BT 217 BRH B RATE

HK$ E7T

04/5/2015 T3 34.15 1,955,746 = - 1,955,746 =
08/4/2016 T2 28.45 1,946,000 = - 1,946,000 =
08/4/2016 T3 28.45 2,046,500 = = 50,000 1,996,500
07/4/2017 T1 32.25 2,080,000 = - 2,080,000 =
07/4/2017 T2 32.25 2,080,000 = = 50,000 2,030,000
07/4/2017 T3 32.25 1,563,000 = = 50,000 1,513,000
10/4/2018 T1 32.25 2,125,000 = = 50,000 2,075,000
10/4/2018 T2 32.25 1,613,500 = = 50,000 1,563,500
10/4/2018 T3 32.25 1,623,000 = = 50,000 1,573,000
19/7/2019 T1 22.45 1,493,500 = = 50,000 1,443,500
19/7/2019 T2 22.45 1,493,500 = = 50,000 1,443,500
19/7/2019 T3 22.45 1,650,500 = = 100,000 1,450,500
07/4/2020 T1 16.58 1,728,165 = = 50,000 1,678,165
07/4/2020 T2 16.58 1,785,328 = = 100,000 1,685,328
07/4/2020 T3 16.58 1,818,336 = = - 1,818,336
13/4/2021 T1 17.08 1,443,797 = = 100,000 1,343,797
13/4/2021 T2 17.08 1,443,906 = = - 1,443,906
13/4/2021 T3 17.08 1,448,850 = = - 1,448,850
12/4/2022 T1 12.17 5,353,820 = = - 5,353,820
12/4/2022 T2 12.17 5,347,653 = = - 5,347,653
12/4/2022 T3 12.17 5,417,117 = = - 5,417,117
12/4/2023 T1 10.08 = 3,906,879 = - 3,906,879
12/4/2023 T2 10.08 = 3,906,877 = - 3,906,877
12/4/2023 T3 10.08 = 3,911,167 = - 3,911,167
Total 4258 47,357,218 11,724,923 - 6,731,746 52,350,395
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51. Equity Compensation Plans (continued) A& {7 ##{E 512! @)

(b) Movement of Share Options During the Year (continued) (b) ERRIGHEZ & (B)

2022 Number of share options 2R E
Exercise price  Outstanding Outstanding
Date of grant Tranche per share  at1/1/2022 Granted Exercised Lapsed at 31/12/2022
120224 1520224
181H 12H31H
=i i) SRITERE 8 RITRE BT 217 BRM i RATE

HK$ E &7t

02/5/2014 T3 32.50 1,903,500 - - 1,903,500 -
04/5/2015 T2 34.15 1,980,000 - - 1,980,000 -
04/5/2015 T3 34.15 1,955,746 - - - 1,955,746
08/4/2016 T 28.45 1,064,000 - - 1,064,000 -
08/4/2016 T2 28.45 1,946,000 - - - 1,946,000
08/4/2016 T3 28.45 2,046,500 - - - 2,046,500
07/4/2017 T 32.25 2,080,000 - - - 2,080,000
07/4/2017 T2 32.25 2,080,000 - - - 2,080,000
07/4/2017 T3 32.25 1,663,000 - - - 1,663,000
10/4/2018 T 32.25 2,125,000 - - - 2,125,000
10/4/2018 T2 32.25 1,613,500 - - - 1,613,500
10/4/2018 T3 32.25 1,673,000 - - 50,000 1,623,000
19/7/2019 T 22.45 1,493,500 - - - 1,493,500
19/7/2019 T2 22.45 1,643,500 - - 50,000 1,493,500
19/7/2019 T3 22.45 1,650,500 - - - 1,650,500
07/4/2020 T 16.58 1,778,165 - - 50,000 1,728,165
07/4/2020 T2 16.58 1,785,328 - - - 1,785,328
07/4/2020 T3 16.58 1,818,336 - - - 1,818,336
13/4/2021 T 17.08 1,443,797 - - - 1,443,797
13/4/2021 T2 17.08 1,443,906 - - - 1,443,906
13/4/2021 T3 17.08 1,448,850 - - - 1,448,850
12/4/2022 T 12.17 - 5,353,820 - - 5,353,820
12/4/2022 T2 12.17 - 5,347,653 - - 5,347,653
12/4/2022 T3 12.17 - 5,417,117 - - 5,417,117
Total 48 %8 36,336,128 16,118,590 - 5,097,500 47,357,218

(c) There were no share option forfeited and cancelled during the year ended  (c) # ZE 20234128 31H & 2022 F 12 B 31
31st December, 2023 and 2022. H L FE A AR e I ST SRRV SR AR AE o
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52. Accounting Estimates and Judgements & 5t1{& 5+ Bz 1 Ef

RERTHRAT2023F K

(a)

In preparing these consolidated financial statements, management has made

judgements, estimates and assumptions that affect the application of the

Group's accounting policies and the reported amounts of assets, liabilities,

income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.

Revisions to estimates are recognised prospectively.

Key Sources of Estimation Uncertainty

Notes 31, 39 and 44 contain information about the assumptions and their risk

factors relating to goodwill impairment, fair value of share options granted

and fair values of financial instruments. Other key sources of estimation

uncertainty are as follows:

(i)

(iii

=

Impairment losses
Note 43(a)(viii): impairment of financial instruments involves determining
inputs into the ECL measurement model, including incorporation of

forward-looking information.

Note 30: impairment testing of investments in associates involves
significant judgement in determining the value in use, and in particular
estimating the present values of cash flows expected to arise from

continuing to hold the investment.

Valuation of financial instruments

The Group's accounting policy for valuation of financial instruments is
included in Note 2. The fair value of the financial instruments is mainly
based on the quoted market price on a recognised stock exchange or a
price quoted from a broker/dealer for non-exchanged traded financial
instruments. For all other financial instruments, the Group determines
fair values using valuation techniques. Valuation techniques include
net present value and discounted cash flow models and various market
recognised pricing models. Some or all of the significant inputs into
these models may not be observable in the market and are derived from
market prices or rates or are estimated based on assumptions. Valuation
models that employ significant unobservable inputs require a higher
degree of management judgement and estimation in determination of
fair value. Management estimation are usually required for selection of
the appropriate valuation model, assumptions and inputs to be used.

Provisions for tax uncertainties

The Group makes provisions for tax uncertainties by either estimating
the most likely amount, which is the single most likely amount in a
range of possible outcomes, or the expected value in a range of possible
outcomes. The estimate could be different from the actual results of
resolution. Any increase or decrease in the provision would affect profit or

loss in future years.
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ERRAGEMBHREE > EEBLEF
HETHERESER G BERNPTERN
BEE -8E WALIHZ SHEREER
BROFIE ~ AEHIRE - REEREZE
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st MR RE S EHRFRE o st 2 &
B HRIE ST o

(a) SR IBERRNTERIR

MizE 31 3070 44 MAMERIHERIE B
FRENATEENSMTANATHEE
HEREHEARRE o &5t T EERRED
HiF EFORMT -

(i) REEE
P 5T 43(a) (viil) : R T RIFES KR
EFRIEERAHBRUNFERSE
BIEEARRRENER

MIFE30 | BEARRENAERFE
EESHERENERHAE  RMEEE
REREZKREMELNRFRER
BYIRME o

(i) =MITAMNMGE
FEBRHER T AGEN TSR
HRMFE2 =M TENRATEEEE
RIFER A 2 X BRI IHRE > 3wt
FERGRERZHERMIAMES »
AIRIBASAE 32 5 BIVIRIE - MEMN
FREHMERT A AEEBIFAEMG
ERAUEEATEE HERIS
ERRERREREBIFEERN UK
Hh 5z ERM AR ER -
BAIMBEATHARINEZZH
HARBEMTHIBHE RS - AR
HIHERIAXGE  AEREBR
fHETSH » ZF AN BEEMIFT
Bz2¥GERT F2EEE
BARZ BB RHIE R 5t > IRRERE
EEMTENAFEE - —RMS >
REBEENGHERT  RRR2ET
REEEREMGS -

(iii) B HEE M B
FEBHERG 2 FREEGURKA
BB BN AT e HFRMEERE
BEM - PR - ZMsTEER
BEREREER - BHEVEREINN
DR BRRFERIEE ©
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52. Accounting Estimates and Judgements (continued) & 511 51 Bz FIJ Efr @)

(b) Critical Accounting Judgements in Applying the Group's Accounting

Policies

Certain critical accounting judgements in applying the Group's accounting

policies are described below:

(i)

(iii)

Classification of financial assets

Note 2(h)(ii): assessment of the business model within which the assets
are held and assessment of whether the contractual terms of the
financial asset are SPPI on the principal amount outstanding.

Measurement of ECL

Note 43(a)(viii): establishing the criteria for determining whether
credit risk on the financial asset has increased significantly since initial
recognition, determining methodology for incorporating forward-looking
information into measurement of ECL and selection of models used to
measure ECL.

Recognition of deferred tax assets

The Group recognises deferred tax assets only to the extent that it
is probable that future taxable profits will be available against which
the asset can be utilised. Estimates and judgements are applied in
determining the amount of future taxable profits and the probability
that such future taxable profits are available in the foreseeable future
to support recognition of the deferred tax assets. The Group uses all
readily available information, including estimates based on reasonable
and supportable assumptions and projections of revenue and operating
costs, in determining future taxable profits. Changes in these estimates
could significantly affect the timing of deferred tax asset recognition and
the amount of asset recognised.

53. Comparative Figures LEEREF

(b) AEEERA S BERNER G 5 HIER

FEBRAGHBERNVETERZ T HIE
LI

() EMEEDE
MEEE2(h)(il) : A EEENBEER
B AEREESVHRNESMAEE
FENBRESEHFIFBXZT -

(i) FREIEEIRASE
PI5E 43(a)(viil) : 5T IRHELURTE S 5l
BENEERRES BB RL
BRIBIEINR FIE T3 A LMEA BaTHE
Mt ERMEERANEN REER
B FtHEARERRSK

TEFERR IR A FE 2 FEST

JBTEARIRFIBER BRI E F) T LUK Y
PIEFRIREERER T > AEE AR
RIREIRIAE E - E R ERRERR
m A BN H PR B - AR
FIERTEP] R Z A SR Z AR IER IR F)
Bl ZIEIE R IAE E - A&
BEERPRECENER  BERES
BN P 2y 2 R A EURA R ST H AR
RPfE 5T DUEERRERIEF] o
(A E BB P E L IRIEIR IR E &
HERNRELAEERDNEEEEX

=20
o

(i

=

Certain 2022 comparative figures have been restated to conform to current

year's presentation. Please refer to Note 22 for the effect of restatement.

54.Non-Adjusting Events After the Reporting Period

i

ARENREHRERARINEN

ET2022 FLE B EERUTE S
FENEHRS N - BF2HEM T 22PAHE
BREE-

After the end of the reporting period, the directors declared a second interim
dividend. Further details are disclosed in Note 18(a).
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Notes to the Financial Statements (continued)

MmN E (B

55. Possible Impact of Amendments, New Standards and Interpretations Issued
but not yet Effective for the Year ended 31st December, 2023
T‘ESZ;.; 2023 F 12 AN HLEFERBE LR ERKREMREST « ERNREPAEERN T

5"\/ =
Up to the date of issue of these financial statements, the HKICPA has issued BEENWEMBRER2EHREAH 8T
a number of amendments to standards and new standards which are not yet A BB T ZIEET R ; B3
effective for the year ended 31st December, 2023 and which have not been HEFTHMFER R E E2023F 12831
adopted in these financial statements. These include the following which may IEBSTEE M AL > FItkHREAKILE
be relevant to the Group. EMFIRE - AsEBAEE B ZEIM
AR ©
Effective for accounting periods
beginning on or after
HE s EARA TR REN
Amendments to HKFRS 16, Lease Liability in a Sale and Leaseback st January, 2024
(ERVHREEN) B8R 2E] (EEHLOIRGHHHEEE) 2024%F181H
Amendments to HKAS 1, Classification of Liabilities as Current or
Non-current and Non-current Liabilities with Covenants 1st January, 2024
(BEEER) E1RET RBRIFABEEN 75 N B ZAEHHIERE & E) 202418 1H
Amendments to HKAS 7 and HKFRS 7, Supplier Finance Arrangements st January, 2024
(EBEBHER) BTN (EBMBERSER) BT BT HEFHREZLH 2024%181H
Amendments to HKAS 21, Lack of Exchangeability 1st January, 2025
(BBGHERA) B2 2B A= 5/ 1AL 20251811
The Group is in the process of making an assessment of what the impact of AERIEETFEZEBITMMENHESE
these amendments and new standards are expected to be in the period of FERMARBEEENTE - ESHEEHRE
initial application. So far the adoption of them is unlikely to have a significant BRMZEES EANREBEAER
impact on the consolidated financial statements. NERETHBRRAIEEUBEATE -
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RE BB HER

The following information is disclosed as part of the accompanying information
to the financial statements and does not form part of the audited financial
statements.

The preparation of supplementary financial information is in accordance with the

Banking (Disclosure) Rules and consolidated supervision arrangement approved
by the HKMA.

1 Capital Adequacy BZAS7EE

DURPRri BBV E R RB I B IR R BI A E
Mt AMER BB BREZ —29 -

R BENERERITE () R

BERZENGERESER

2023 2022
HK$ Mn B EET HKSMnBEFETT

Capital base BEARER

- Common Equity Tier 1 capital —EERE—RER 83,590 81,282

- Additional Tier 1 capital — SN —ERER 10,090 10,090

- Total Tier 1 capital ——RE R 93,680 91,372

- Tier 2 capital ——REX 12,682 12,048

- Total capital — B RAA%E 106,362 103,420
Risk-weighted assets by risk type BRI E EER

~ Credit risk —EERR 430,128 483104

- Market risk -~z R 3758 4,053

- Operational risk —SERR 35,221 30,580

- Capital floor adjustment —BRTRAE 16,579 -

485,686 517,737
Less: Deductions Pl (2,829) (2,864)
482,857 514,873
2023 2022
%ERE %BHNE

Common Equity Tier 1capital ratio LERE—REARLEEX 17.3 15.8
Tier 1 capital ratio —REARLEE 19.4 17.7
Total capital ratio BEARLEE 22.0 20.1

Capital adequacy ratios are compiled in accordance with the Capital Rules
issued by the HKMA. In accordance with the Capital Rules, the Bank has
adopted the foundation internal ratings-based approach for the calculation of
the risk-weighted assets for credit risk and the internal models approach for
the calculation of market risk and standardised approach for operational risk.

The basis of consolidation for regulatory purposes is different from the
basis of consolidation for accounting purposes. Subsidiaries included in
consolidation for regulatory purposes are specified in a notice from the HKMA
in accordance with Section 3C of the Capital Rules. Subsidiaries not included
in consolidation for regulatory purposes are non-financial companies and
securities and insurance companies that are authorised and supervised
by a regulator and subject to supervisory arrangements regarding the
maintenance of adequate capital to support business activities comparable
to those prescribed for authorised institutions under the Capital Rules and
the Banking Ordinance. The Bank's shareholdings in these subsidiaries are
deducted from its Common Equity Tier 1 capital subject to the thresholds as
determined in accordance with Part 3 of the Capital Rules.
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Unaudited Supplementary Financial Information (continued)

REBEZEBEYHER (B)

The list of subsidiaries that are not included in consolidation for regulatory

purposes are:

Name of company

NEATE

Ample Delight Limited
EIRERAE

BEA Consortium GS Investors L.P.

BEA Insurance Agency Limited
RTRBAETRAF

BEA Union Investment Management Limited

RERHMEREEEEARAR

BEA Union Investment Management
(Shenzhen) Limited

BOMYGEEE R GRAT

Central Town Limited

EREXERAT

Century Able Limited
FEEERAT

Citiview Capital Limited

Corona Light Limited

Crystal Gleaming Limited

Dragon Jade Holdings Company Limited
SEZERERAE

EA Securities Limited

East Asia Financial Services (BVI) Ltd.

East Asia Futures Limited
RLHERRAT

East Asia Indonesian Holdings Limited
East Asia International Trustees Holdings

(BVI) Limited

East Asia International Trustees Limited

Nature of business

EBiHE

Investment holding

REER

Acting as a limited partner for the purpose of
making investment in private equity fund

HEEREAGBARERETLEES

Insurance agency services

R IR

Asset management

BEEHE

Asset management/Investment
management

BEEE /REEE

Property investment

MERE

Investment holding

REER

Acting as the general partner and limited partner
of a limited partnership

HE-—FBERETEENEBESBAK
BREFEHBA

Investment holding

REER

Investment holding

REER

Investment holding

REER

Investment holding

REZR

Investment holding

REER

Futures and options trading

HENBERS

Investment holding

REER

Investment holding

REER

Trustee service

E5EIRT
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NTFHBAREREEERFEERR Y
mEFER

Total assets Total equity
BERE e R 4R ER
HK$ MnBEEET HKSMnBEEET
305 305

7 7

511 464

9 5

726 630

77 7

1 1

930 930

930 930

1128 1128
- (62)

58 58

2 1

10 10

18 16
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REBZABRYHEN (B)

1 Capital Adequacy (continued) BEZS7E B (&)

Name of company

Nature of business Total assets

RERE REME BEBE
HK$ Mn B EE T
East Asia Properties Holding Company Investment holding -
Limited KEER
ROMEERBRAT
East Asia Property Agency Company Limited Property agency 8
REMEREBRAR MERE
East Asia Qianhai Holdings Company Limited Investment holding 201
ROBERBRAR KREER
East Asia Secretaries Limited Secretarial services -
ROWEFRLT &R
East Asia Securities Company Limited Securities broking 1,350
ROFSFERLT HHFES
Golden Empire International Inc. Investment holding 1
BREER
Leader One Limited Investment holding 1
KREER
Manchester Property Holdings Ltd. Property holding 24
MERE
Quantum Hong Kong Holdings Investment holding 48
Company Limited REZER
BREBERERAT
Red Phoenix Limited Leasing of motor vehicles 4
AEHE
Shaftesbury Property Holdings Limited Investment holding 53
REER
Shaftesbury Property Investments Limited  Investment holding 36
KREER
Shanghai Lingxie Business Consulting Business information consulting and 199
Co., Ltd. corporate management consulting
LBEEBHEAERAR BEENBAREEEEEN
Silver River International Limited Acting as the general partner and limited partner -
of a limited partnership
HE-RERETABNEBEBAKR
BREEFEHBA
Skyray Holdings Limited Investment holding 450
KREER
Speedfull Limited Investment holding 450

REER
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201

1,024
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53

36
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450
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Unaudited Supplementary Financial Information (continued)

KEBEZMAMBHER (B)

Nature of business

XBitE

Name of company

AGIER

The Bank of East Asia (Nominees) Limited  Nominee services

RLFTREAERRR RFENERS

The Bank of East Asia (Nominees)
Private Limited

Trustee, fiduciary and custody services

558~ RIEREERH

There are no subsidiaries which are included within both the accounting
scope of consolidation and the regulatory scope of consolidation but where
the method of consolidation differs at 31st December, 2023.

There are no subsidiaries which are included within the regulatory scope of
consolidation but not included within the accounting scope of consolidation
at 31st December, 2023.

There are no relevant capital shortfalls in any of the Group's subsidiaries as
at 31st December, 2023 (31st December, 2022: Nil) which are not included in
the Group's consolidation for regulatory purposes.

The Group operates subsidiaries in a number of countries and territories
where capital is governed by local rules and there may be restrictions on the
transfer of regulatory capital and funds between members of the banking
group.

For the purpose of compliance with the Banking (Disclosure) Rules and
Part 6 of the Financial Institutions (Resolutions) (Loss-absorbing Capacity
Requirements — Banking Sector) Rules, the Group has established a section
on the Bank's website. Additional information relating to the Group's
regulatory capital and other disclosures can be found in this section of the
Bank's website, accessible through the "Regulatory Disclosure” link on the
home page of the Bank's website at www.hkbea.com or at the following
direct link: www.hkbea.com/regulatory_disclosures.

Leverage Ratio 1&12LEE

RERTHRAT2023F K

Total assets Total equity
BEBE PR AR
HK$ MnBEHET HKSMnBEEET

TAREBEEBEERFITHEREEER
ZIEERINE AR AL 20234F12 8 31
BEGEFEAERTERR -

H2023F12831H LAk EMBLARE
BETERFEEHE A RBIREE
RS THEREIER -

#L2023F12 5 31H (20224124318 :
&) AEEZHBARNEGHELSTE
MABCEEAEEREEERRZHFE
BRI ©

FEEZNBAREZERRLMER
MEBARTLREMERAR > 7 d‘?%ﬁ%
RREERNERTEEREBNESH
fo 7 mFERLRE]

A ERTTE RE) RAD R (ZRIEE
(FREHH) (U&H&E‘iﬁﬁﬁjﬁﬁi—ﬁﬁﬁﬁ)
RANFE 6L » REBMEEAITHIEANIGR
—Hio EE@ZX%%EG?M%KIQ&E@&
Egéﬂ > B AAATHRIE Z BN E) 0 REE
B 7517 48 ik www.hkbea. comIE\W res g
1¥%2 ) BUE SR S hitps/Avwwihkbeacom/html/
tc/bea-about-bea-regulatory-disclosures.

htmI BB ZEE -

2023 2022

HK$ Mn B EET HK$ MnBEEETRT

Total Tier 1 capital — B ARARER 93,680 91,372
Exposure measure A A= 907,840 935,197
2023 2022

% ERFE %EDE

Leverage ratio B X 10.3 9.8

The leverage ratio is computed on the same consolidated basis as specified
in a notice from the HKMA in accordance with section 3C of the Capital
Rules. The relevant disclosures can be found on the Bank's website
accessible through the "Regulatory Disclosures” link on the home page
of the Bank's website at www.hkbea.com or at the following direct link:
www.hkbea.com/regulatory_disclosures.

~314-

BREEZAEREERRB(EERR
BI) %5 3C & 18 #0 B 18 50 N PR35 & BY 47
SEE - FEKEENBERTHEL
www.hkbeacomEEH R M B EE | HIEE
3 % https://www.hkbea.com/html/tc/bea-
about-bea-regulatory-disclosures.html FY &

BmEE-
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KEBERHERYHBER (B

3 Liquidity Position B & £k

Liquidity Coverage Ratio mEtEELLE
2023 2022
% ERE %ERE

Average liquidity coverage ratio TEREEBELLE

- First quarter —%5—= 182.9 184.2
- Second quarter —$5Z= 208.9 1875
- Third quarter —$== 191.4 179.1
- Fourth quarter S 2015 197.7

The liquidity coverage ratio is calculated in accordance with the Banking
(Liquidity) Rules. The information for the regulatory disclosure can be found
on the Bank's website accessible through the "Regulatory Disclosures”
link on the home page of the Bank's website at www.hkbea.com or at the
following direct link: www.hkbea.com/regulatory_disclosures.

The Bank held an amount of HKD-denominated level 1 assets that was not
less than 20% of its HKD-denominated total net cash outflows. There is no
significant currency mismatch in the Bank's LCR at respective levels of
consolidation.

Net Stable Funding Ratio

mENMEEELLEZRIE (R1T7E CREhtE) R
AN StE - HEANE BN BEER 2B AT
g3 www.hkbea.comEE A TEEEHE1 B
ER O https://www.hkbea.com/html/tc/
bea-about-bea-regulatory-disclosures.html

NWEREE -

FIRBUBKHEN —REERPEE
FOFUBEENFRE RN BTN

20% - BEAEEBRORBIEBE LRI

REEARNEBEHE -

BEERFHELLER

2023 2022
HK$ Mn B EETT HKSMnEBEEETT

Total available stable funding AR TEREH 589,018 568,204
Total required stable funding PR EEeEsE 469,180 489,801
2023 2022

%EDE %EDE

Net stable funding ratio BEERFHELE 125.5 116.0

The net stable funding ratio is calculated in accordance with the Banking
(Liquidity) Rules. The information for the regulatory disclosure can be found
on the Bank's website accessible through the "Regulatory Disclosures”
link on the home page of the Bank's website at www.hkbea.com or at the
following direct link: www.hkbea.com/regulatory_disclosures.
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Unaudited Supplementary Financial Information (continued)

REBEZEBEYHER (B)

4 Overdue, Rescheduled and Repossessed Assets #I8f + &K E4H R W [E & =

(a) BHAKREEHE BN

(a) Overdue and Rescheduled Advances to Customers

2023 2022
% of total % of total
advances to advances to
customers customers
HK$ Mn EERBM HK$ Mn EERBR
BEEET HENESLT BEEHET MENESLT
Advances to customers overdue for FAEIE F BT
-6 months or less but over
3 months —3@AULE6EA 3,039 06 2,257 0.4
—1year or less but over
6 months —8EAULEIF 2,772 05 1630 03
- Over 1year —1EMNE 2,269 0.4 1,118 0.2
8,080 15 5,005 0.9
Rescheduled advances to
customers KEERLREI; 1,002 0.2 1,193 0.2
Total overdue and rescheduled BN EHEBR
advances 4aza 9,082 17 6,198 11
Covered portion of overdue
advances BEARTURE 5 3,958 0.7 2745 05
Uncovered portion of overdue
advances BEBRFEIEREE G 4122 0.8 2,261 0.4
Current market value of collateral
held against the covered portion BHAFAFRZ 010 =~
of overdue advances KR mHE 7,201 5,454
Specific provisions made on
advances overdue for more MRS EA U EBFHH
than 3 months FFIRAE 2,262 1,830

Loans and advances with a specific repayment date are classified as overdue
when the principal or interest is overdue and remains unpaid at the year-
end. Loans repayable by regular instalments are treated as overdue when
an instalment payment is overdue and remains unpaid at year-end. Loans
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 demand notice, and/or when the loans have
remained continuously outside the approved limit advised to the borrower for
more than the overdue period in question.

An asset considered as an eligible collateral should generally satisfy the
following:

(a) The market value of the asset is readily determinable or can be
reasonably established and verified;

(b) The asset is marketable and there exists a readily available secondary
market for disposing of the asset;

(c) The Bank's right to repossess the asset is legally enforceable and without
impediment; and

(d) The Bank is able to secure control over the asset if necessary.
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REBZABRYHEN (B)

4 Overdue, Rescheduled and Repossessed Assets (continued)

BHp -~ REFHKRIOIEE @

(a) Overdue and Rescheduled Advances to Customers (continued)
The two main types of "Eligible Collateral" are as follows:

(i) "Eligible Financial Collateral" mainly comprises cash deposits and shares.

(ii) "Eligible Physical Collateral” mainly comprises land and buildings,
vehicles and equipment.

When the Bank's clients face financial difficulties and fail to settle their

loans, depending on different situations, the Bank usually takes the following

actions to recover the debt:

(a) Debt rescheduling/restructuring

(b) Enforcement of security
(c) Legal action
(d) Recovery via debt collector

(b) Overdue and Rescheduled Advances to Banks

(a) BHAKREEHEFBR (B)

BRIERR T2 R TIIME

() TEMERETRR TEZEAERESEN

NECE

(i) TERBEVIERD TESBEIMNE
L84 RE R o

BARBERT  EXTEFEHMBEE

MEHEEER  £T—REBUTAR

BEBW R R

(a) ENMRBEBERARBEER EBE
|

(b) RULHEIR &
(c) HEUERTTH

(d) BBUEAFEI

(b) EHA KA EAHERTTEATR

2023 2022
HK$ Mn BB EET HK$MnBEEET

Advances to banks overdue for AHERIRITEN
- 6 months or less but over 3 months —3EBULE6EA = -
- 1year or less but over 6 months —6EAULEIF = -
- Over 1year -1 L = -
Rescheduled advances to banks KEARRTRR = -
Total overdue and rescheduled advances AN E AR = -

(c) Other Overdue and Rescheduled Assets

(c) Hft@iiREEHEE

2023
Accrued interest Debt securities Other assets*
FEEHFIE B#%ES Hih&EE*
HK$ Mn BHEFET HK$MnBEEET HKSMnEKEERT
Other assets overdue for Htmig & E
— 6 months or less but over
3 months —3f@AULE6EA 44 374 -
- 1year or less but over 6 months —6EBULEE1F 140 144 -
- Over 1year —1EL L 181 319 -
365 837 -
Rescheduled assets KEHEEE 26 - -
Total other overdue and rescheduled ~ Elfthia#A R &8 E 48
assets BERE 391 837 -
Specific provisions made on
other assets overdue for more mESEAMN L EMEE
than 3 months By R A 1 19 576 -
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REBEZEBEYHER (B)

RERTHRAT2023F K

2022
Accrued interest Debt securities Other assets*
FEEFE BES HthgE
HK$ Mn B EET HKSMnBEEET HK$SMnBEEET
Other assets overdue for HithapsE
- 6 months or less but over
3 months —3EAMNLE6MEA 31 124 -
—1year or less but over 6 months —6EBULEE1F 48 14 -
- Over 1year -1k 68 - -
147 238 -
Rescheduled assets BEHEE 23 - -
Total other overdue and rescheduled
assets Hitva i iR B HE ERE 170 238 -
Specific provisions made on
other assets overdue for more mEA3EAU EEMEEN
than 3 months ISR 78 166 -
*  Other assets refer to trade bills and receivables. *  HMhEEEISE S ZIERIEKIE
(d) Repossessed Assets (d) KEIEE
2023 2022
HK$ Mn BHEFET HK$Mn B FETT
Repossessed land and buildings (Note) W el L 3t K R 284 (32) 1,703 416
Repossessed vehicles and equipment WEIRE R E 1 -
Repossessed machines e L = -
Total repossessed assets Wi Bl & E4aZ 1,704 416

5 ERIER 12 B 31 B IRDI B ER LSt T

assets as at 31st December. Bo

The amount represents the estimated market value of the repossessed

B E2023F 12531 HIEFE » I #%
EEAHEB R BIUL O] E E ©
B 2020 F 125 31 H IFF/Z 5 Yg[o]
BEREEBE2600E TEEAL
== Bk /e

403

Note:  For the year ended 31st December, 2023, no repossessed assets were
contracted for sale but not yet completed. For the year ended 31st December,
2022, the repossessed assets included HK$26 million related to properties that
were contracted for sale but not yet completed.

5 Banking Disclosure Statement $R{TEIRBERRK

REMEEINE R EZIRIE (RT3 (RE) R
B ~ (ERtt&E (EERSG) (RKEBREIR
E—RITHR) AN FHB 2 WBERNEEE
RFTIETREVIR BB R AR AR S - SFIS a8 AT T4
I www.hkbea.comEFEA MBE IR E | FVERT
¥ https://www.hkbea.com/html/tc/bea-about-
bea-regulatory-disclosures.ntmlBy B E E o

Additional information disclosures for this year which are prepared in
accordance with the Banking (Disclosure) Rules, the disclosure requirements
in Part 6 of Financial Institutions (Resolution) (Loss-absorbing Capacity
Requirements — Banking Sector) Rules and disclosure templates issued
by the HKMA can be found on the Bank's website accessible through the
"Regulatory Disclosures” link on the home page of the Bank's website at
www.hkbea.com or at the following direct link: www.hkbea.com/regulatory_
disclosures.
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