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UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

# % 6 H30H 1k 61 A For the six months ended 30 June
(LA ¥ IT {875 > BR B A FEMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

S
Variance
Wik A
Note 2019 2018 %
FLEMA Interest income 3,691,459 3,159,681
B Interest expense (1,650,793)  (1,045,928)
A EBOA Net interest income 3 2,040,666 2,113,753 (3.5)
R B B A A Fee and commission income 726,492 778,574
[ieiz-9 ik Fee and commission expense (149,849) (161,505)
Y Y UEL G Net fee and commission income 4 576,643 617,069 (6.6)
FEERA Net trading income 5 8,463 110,400
Hib @A Other operating income 6 35,105 38,871
BHEBOA Operating income 2,660,877 2,880,093 (7.6)
B Operating expenses 7 (1,371,513) (1,281,179 7.1
MMM H T2 BERA  Operating profit before impairment
losses 1,289,364 1,598,914 (19.4)
{5 BB s 1 Credit impairment losses 8 (91,360) (38,185) 139.3
MGHTRERFEEREZ  Operating profit before gains and
W33 s 4L i 2 28 S A losses on certain investments and
fixed assets 1,198,004 1,560,729 (23.2)
AL EE 2 ks Net loss on disposal of other
fixed assets (2,521) (268)
HEDIAFEHE HESH  Net (loss)/gain on disposal of financial
EAHMATILEN4M  assets at fair value through other
HEZT (BR) /s comprehensive income (24) 665
A A& BEER  Impairment loss on investment in
an associate 9 (70,000) (403,000)
TG M A F) 2 SEAE Share of results of an associate 410,860 409,941
JRE A L[] 42 I BB >~ 3£4%  Share of results of jointly controlled
entities 12,499 12,386
BB i ¥ A Profit before taxation 1,548,818 1,580,453 (2.0)
H Taxation 10 (194,259) (233,594)
30 iR A Profit for the period 1,354,559 1,346,859 0.6
0 T RE R 1 e A Loss attributable to non-controlling
interests 18 17
2 ) JBe KA i A Profit attributable to Shareholders of
the Company 1,354,577 1,346,876 0.6
FRAA Earnings per share
A Basic 11 HK$0.96 HK$0.96
o Diluted 11 HK$0.96 HK$0.96
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
#% 6 A 30 H 1L 61# A For the six months ended 30 June

(LAY ¥ T 8R > BR 7 A REWIAM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2019 2018
1011 A Profit for the period 1,354,559 1,346,859
391 1) oA 2 o Other comprehensive income for the period
G ENMEEG AR ltems that may be reclassified to the consolidated
WIEH - income statement:
HHERE Investments in securities
VAR E BB A KM Net change in fair value of debt instruments at
AHIMER TEZ AR fair value through other comprehensive
LR income 344,162 (288,526)
VAT RHE BB A Net change in allowance for expected credit
SHHEMER LR losses of debt instruments at fair value
EEERERESE I through other comprehensive income 5,959 (5,932)
FEH/ () S8 s 5 Net loss/(gain) realised and transferred to
AR income statement upon:
— i ELATER E LS - Disposal of debt instruments at fair value
AP A A A i i 2 R through other comprehensive income
TH 24 (665)
AB k2 R Deferred income tax related to the above (45,626) 42,244
amsts seary
A IME R B R R Exchange differences arising on translation of the
Mg financial statements of foreign entities
_____ 16228 309
INCER Vi B e N ltems that will not be reclassified to the
JHE consolidated income statement:
PVAFAEFE B8 A KM Net change in fair value of equity instruments at
WA THZ fair value through other comprehensive income
ASRIEL 4 ik 1,842 791
BB Bt 2 R Deferred income tax related to the above (300) (138)
_______ 1 ,542 ) 653
TBRBIE R 2 1 HoAt 2 i Other comprehensive income/(loss) for the period,
Weas /() net of tax 287,833 (346,131)
NERERZ MM AT 8% Total comprehensive income for the period,
net of tax 1,642,392 1,000,728
MR Attributable to:
15 2 e R Non-controlling interests (18) (17)
AN AR Shareholders of the Company 1,642,410 1,000,745
MR R 2 MM 2w N44%  Total comprehensive income for the period,
net of tax 1,642,392 1,000,728
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(AT e 3R > B A 541 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

20194 20184
6H30H 12A31H
Wit As at As at
Note 30 Jun 2019 31 Dec 2018
¥ ASSETS
B4 T A RATH Kbk Cash and balances with banks 14,383,544 16,353,354
FERITI R 12 ANEAZE Placements with banks maturing between
one and twelve months 7,305,747 10,241,980
FIEEE R # Trading securities 12 6,308,273 7,621,184
PUAF-ERHE H 285 AT Financial assets at fair value through profit
BRERE or loss 12 328,517 327,483
fit&mTR Derivative financial instruments 13 441,103 727,043
KIEEH I MR H Advances and other accounts 14 140,838,167 136,197,907
PUAT-EsHE B HEE S A Financial assets at fair value through other
AR 4 R comprehensive income 16 44,740,120 41,654,511
LSRR AR B HR 1 & R Financial assets at amortised cost 17 9,814,776 9,141,356
- G/NTE$ -1 Investment in an associate 9 3,928,136 3,620,597
SR EERE Investments in jointly controlled entities 100,190 87,691
T A Goodwill 811,690 811,690
G E Intangible assets 58,252 58,252
AT A 2 B Premises and other fixed assets 18 1,986,586 2,040,018
G Investment properties 19 1,236,928 1,236,928
BB Current income tax assets 8 1,570
ERRIAEE Deferred income tax assets 103,811 154,354
At Total assets 232,385,848 230,275,918
fifg LIABILITIES
ATIER Deposits from banks 2,662,582 3,797,556
e TE Derivative financial instruments 13 848,164 473,273
HEE S g Ak Trading liabilities 6,289,961 5,758,954
PR Deposits from customers 20 176,381,193 172,966,849
ELE T f7 3R Certificates of deposit issued 21 6,139,736 6,535,076
HIEREY Subordinated notes 22 5,536,370 5,449,082
HAbfEH K Other accounts and accruals 23 6,583,083 8,200,112
B S 0 4 £ Current income tax liabilities 322,646 594,008
BILRITE AR Deferred income tax liabilities 20,667 20,774
A A Total liabilities 204,784,402 203,795,774
%k EQUITY
B PEHIREROR Non-controlling interests 15,267 15,285
A2 vl IR A B 2 Equity attributable to the Company’s
shareholders
A Share capital 6,894,438 6,893,494
HA G (BREREEA) Other reserves (including retained
eanings) 19,793,154 18,672,778
Bk ¥4 Shareholders’ funds 24 26,687,592 25,566,272
BAMERRTE T ] Additional equity instruments 898,587 898,587
KA Total equity 27,601,446 26,480,144
K R A A Total equity and liabilities 232,385,848 230,275,918
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#E 201946 A 30 H 1k 61f A For the six months ended 30 June 2019
(LA R T85> BR B A REMIAM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

AR o SRR AY A
Attributable to the
Shareholders of the Company
BOMEGY: R
Ii Bk
Bk Jobfifi MBIEA Additional Non- Mt
Share Other  Retained equity  controlling Total
capital  reserves  earnings instruments interests equity
W94 1A 1 HER Balance at 1 January 2019 6,893,494 608,245 18,064,533 898,587 15,285 26,480,144
MR BRERE®EA  Changes on initial application of
F1652 &G HKFRS 16 - - (9,790) - - (9,790)
BERZ 20194111 H%i%  Restated balance at
1 January 2019 6,893,494 608,245 18,054,743 898,587 15,285 26,470,354
MY A Profit for the period - - 1,354,577 - (18) 1,354,559
M2 mlE Other comprehensive income for
the period - 287,833 - - - 287,833
RIEABER T 2 L@ Issue of ordinary shares pursuant to
exercise of share options 944 (216) - - - 728
DUBHE LA DA B 6B Provision for equity-settled
B B share-based compensation - 843 - - - 843
HOMERMTHZIR%508  Distribution payment of additional
equity instruments - - (20,858) - - (20,858)
2018 FA KL 2018 final dividend - - (492,013 - - (492,013

20196 J1 30 &bk Balance at 30 June 2019 6,894,438 896,705 18,896,449 _ 898,587 15,267 27,601,446

——— ——t— e ——— —— m———
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
HZE20194 6 A 30 H 16l A (%) For the six months ended 30 June 2019 (Continued)

(LA ¥ IT (875 > BR B A REMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

A R R
Attributable to the
Shareholders of the Company

BOMEGEE WP

TH i
ek HfbR  REEF  Additional Non-  Hifs
Share Other  Retained equity  controlling Total
capital reserves  earnings instruments  interests equity
201841 A 1 HES Balance at 1 January 2018 6,873,813 1,169,708 16,921,198 898,587 15,318 25,878,624
PIRMER AT GEN  Changes on initial application of
HOM T BB HKFRS 9 - 50,626  (380,254) - - (329,628)
WM EEMBERSEN  Impact of initial application of HKFRS
FOWRENLBEE AT ZEE 9 on share of an associate - 25,446 (284,490) - - (259,044)
HEFZ2018%F 1A 1 H&E:  Restated balance at
1 January 2018 6,873,813 1,245,780 16,256,454 898,587 15,318 25,289,952
0 Profit for the period - - 1,346,876 - (17) 1,346,859
L2 mER Other comprehensive loss for
the period - (346,131) - - - (346,131)
B MR IT 2 LB Issue of ordinary shares pursuant to
exercise of share options 9,846 (2,339) - - - 7,507
DR DR BXERE  Provision for equity-settled
B b share-based compensation - 391 - - - 391
AR IFHERINE - BBl Reclassification of net change In fair
A2 B EE#EA value of equity instruments at fair
R 2T MERH TR value through other comprehensive
JATHEDER income upon derecognition - 14,530 (14,530) - - -
BOMERM THZIR%H0E  Distribution payment of additional
equity instruments - - (18,182) - - (18,182
2017 FKBRE 2017 final dividend - - (435,474) - - (435474)
201846 A 30 H 48 Balance at 30 June 2018 6,383,659 912,231 17,135,144 898,587 15,301 25,844,922
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

#26H30HI1L6MH For the six months ended 30 June
(LA T85> BR B A REMIAM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

o

Wik
Note 2019 2018
BEEH 2B E 5 Cash flows from operating activities
BEWIIWA/ (B B4 Net cash from/(used in) operating
8 activities 28 1,691,549 (5,089,451)
B 2 B4 Cash flows from investing activities
E%EE%EE%JX Purchase of other fixed assets (43,642) (61,096)
o B A ] o Y T AR OE Proceeds from disposal of other
fixed assets 131 2
BEES B &R Net cash used in investing activities (43,511) (61,004)
WEREH B AW Cash flows from financing activities
BATREEY Issue of subordinated notes 1,753,426 -
A iy Repayment of subordinated notes (1,765,339) -
BT (ENBREEFT  Issue of ordinary shares (net of share
B ) issue expenses) 728 7,507
BOME R M T H 2 JR3E F0OH Distribution payment of additional equity
instrument (20,858) (18,182)
&Rk Lease payments (95,386) -
i1TE§§4TT§{E1 ST BB Interest paid on subordinated notes and
WA debt securities issued (145,996) (146,309)
vﬁ%ﬁ%ﬁﬁﬂﬁﬂﬁ% Dividend paid on ordinary shares (492,013) (435,474)
Al O 0 T B AR Net cash used in financing activities (765,438) (592,458)
e R%MBA%HMN,/ Net increase/(decrease) in cash and
(W) S cash equivalents 882,600 (5,743,008)
Bie Rk Cash and cash equivalents at beginning of
ERBAHE the period 15,418,529 19,546,489
WA 5 B 2 0 Effect of foreign exchange rate changes (8,599) (30,176)
MAREREHEEEH Cash and cash equivalents at end
of the period 16,292,530 13,773,310
HeRERB4EEALM2  Analysis of the balance of cash and
Vit cash equivalents:
B8 B AERITH) Kbk Cash and balances with banks 2,097,236 1,878,489
FEMHAESMASU T2 Money at call and short notice with
R an original maturity within three months 11,411,481 7,841,487
BEEATER 2 EHEE  Treasury bills included in financial
FARGNEMEENZ assets at fair value through profit
B ik B g or loss 834,668 838,790
AT DV R B8 Treasury bills included in financial assets
af AL 2 1 i Y 5 at fair value through other
B N B comprehensive income 498,717 598,210
JFEIM B3 AL T2 Placements with banks with an original
RATHTERR maturity within three months 1,450,428 2,616,334
16,292,530 13,773,310

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019

v



8

a®
€

BT BE 2 v 00 1 0 A 0 S e W

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
(AT e 31R » B A 541 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

1. —RER

KBHATEBA R AN (TAZLA L) J— M
ATRERA ] o L BEMHE 2 7R RATA IR
DENTIHERAT ) Bl FRARAT « AN F]
L[ HCHE 2 v (SR AR SR ) B faRAT

o Al B LA AR B RS

2. REEBZMBHE R A EOR

AL AT 2019F IR LR S

% A RN G R i 2 B
TR 34 5% [ BB Hst ) T

TR A s SRR 2 BRI E 2 T

Bk -

A IS 2 A TSR ik E
R Y6 2 R A9 565 662 (3) e B B 5 6 55 3 350
O RN R E SRR (&
WEER ) Z|E 20184 12 H31 HIHERE

LIRS ([2018 B HE D) o

2018 4F FA 5 i 3 2 A R i Ay AR T
S E R A B R R
TR R AT > AR S
2 7 B 55 406(2) ~ 407(2) T (3) ik 2 B

i o
B I R OR

BRLL T Braish - 45 5920194 I fl A 45
SR I 5 ) 2 @t ORI 1y vk B AR 4R
MAEE2018F 12 A3 HILEECHE 24

JE BB R T bR T B it 2 — 2

(1) FEBRM 2 A RANCTT R

1T R U B A A T U S A 25 0
T A 20 o A R 5 R At s B 5 i
RIS 16 BECHL ) i ZH 5 Lt

B B AR B W 9%

AL E R & H 2019451 H 1 H B

FIRERTEOR BT

RHRITRERR AR 2019F P EIZEE RS

General information

Dah Sing Banking Group Limited (the “Company”) is a bank
holding company. Its principal subsidiary is Dah Sing Bank,
Limited (“DSB”), which is a licensed bank in Hong Kong. The
Company together with its subsidiaries (collectively the “Group”)
provide banking, financial and other related services.

Unaudited financial statements and accounting policies

The unaudited 2019 interim condensed consolidated financial
statements of the Group have been prepared in accordance
with Hong Kong Accounting Standard No. 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants.

The information set out in this Interim Report does not constitute
statutory financial statements.

Certain financial information in this Interim Report is extracted
from the statutory financial statements for the year ended 31
December 2018 (the “2018 financial statements”) which have
been delivered to the Registrar of Companies as required by
section 662(3) of, and Part 3 of Schedule 6 to, the Hong Kong
Companies Ordinance, and the Hong Kong Monetary Authority
(“HKMA").

The auditor’s report on the 2018 financial statements was
unqualified; did not include a reference to any matters to which
the auditor drew attention by way of emphasis without qualifying
its report; and did not contain a statement under section 406(2),
407(2) or (3) of the Hong Kong Companies Ordinance.

Basis of preparation and accounting policies

Except as described below, the accounting policies and
methods of computation used in the preparation of the 2019
interim condensed consolidated financial statements are
consistent with those used and described in the Group’s annual
audited financial statements for the year ended 31 December
2018.

(@  New and amended standards adopted by the Group

A number of new or amended standards became
applicable for the current reporting period, and the
Group had to change its accounting policies and make
retrospective adjustments as a result of adopting HKFRS
16 “Leases”.

The impact of the adoption of the leasing standard and
the new accounting policies that have been applied from 1
January 2019 are disclosed below.
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(LA ¥ T85> BRB A REMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2. REBEBZMHRERAEOR ()

B B ot BOR ()
() KEBRA BRI ER] (%)

ARAEMTIEW A201941 A1 HEH
AN s IS A YR TSR 169 > MEE R
R IA) 2 4 o 308 U AR SO I S 51
2018 SEH AT 2 LUESHLF o BOUR B B
LG e Bl 2 SR T RR R 2019 4F 1 A
| HZ W& E B -EN -

(1) FRAVE s BB v FI 55 16 9%
5 HERR 2 2

A0 0 S S s R B 16 98
5 AHE R0 1R 1 A v T
RIS 17 SRR ) 2 R
B[ Reaig | 2 e M
EAE - S AERREG M
BT AR 2019 4F
IDERNEPS i d =S
Bz BERE o AR
2B ARMERARBAZHE
AR BB R i 2019

Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(@ New and amended standards adopted by the Group
(Continued)

The Group has adopted HKFRS 16 retrospectively from 1
January 2019, but has not restated comparatives for the
2018 reporting period, as permitted under the specific
transitional provisions in the standard. The adjustments
arising from the new leasing rules are therefore recognised
in the opening balance sheet on 1 January 2019.

(1) Adjustments recognised on adoption of HKFRS 16

On adoption of HKFRS 16, the Group recognised
lease liabilities in relation to leases which had
previous been classified as “operating leases” under
the principles of HKAS 17 “Leases”. These liabilities
were measured at the present value of the remaining
lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 January 2019.
The incremental borrowing rates applied to the
lease liabilities of the subsidiaries of the Company,
as lessees, range from 2.4% to 5.8% on 1 January

F1H1THAF2.4% 5 5.8% o 2019
2019
20184 12 A 31 AHiE Operating lease commitments disclosed as
WA SR at 31 December 2018 1,293,536
R R IER H 2 Discounted using the lessee’s incremental borrowing
i R R rate at the date of initial application (131,062
R - K E SRR A Less: short-term leases or low-value leases recognised
S S R (A on a straight-line basis as expense (935)
bk EELENRE G2 AEAR Less: lease agreements that have been contracted for
but not yet commenced (444,139)
bk - HIER RAHERERE 2 Less: adjustments as a result of a different treatment
SRRy 5| Bz of extension and termination options (180,122)
P2019F 1 A1 AR 2 HEARK Lease liabilities recognised as at 1 January 2019 537,278

B 2l B S A
A IR B 0 4 26 999 2 Y {1
HREAE TR WD 5 JE it A o

The associated right-of-use assets are related
to property leases which were measured on a
retrospective basis as if the new rules had always
been applied.
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 3R » B A 5 41) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2.

AR B S R Bt OR (AT

BRI B ot BOR (A
() FKEBRA M RANTTER (%)

(M

A 7 0 S o U5 16 5
RF RS < J % (4)

GEHEUR 2 S A 2019 4F
I1HIBZEEARKRNTFIE
H :

o  HEAMEEE —
522,831,000 #: 7T
o TEMIEH — W 647,000

e

o M K OHE - WD
5,304,000 #5 7T

e HE A MK — o
537,278,000 #: T

R20194E1 A1 H ZRBEAZ
TR A 570 9,790,000 T ©

() R EBRERE

TR R s
LS5 16 5 I > A SR
R IR E
PR fE

o i B — g B A
iy B K EH
GR:R- O Q& §0]
R H 2 6K
B mEAs

o F fpFLE MR
20194F1 A1 H J
W12 A 2 8E
MERENHE
B

o RHER WG E R
A2 (i HE
FE R R B )
BRI K

s WHESRHEE
I e B A 1E 3 4
el 2 AT 8 A
B0 R R

JEETE o
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Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(a) New and amended standards adopted by the Group
(Continued)

(1) Adjustments recognised on adoption of HKFRS 16
(Continued)

The changes in accounting policy affected the
following items in the balance sheet on 1 January
2019:

J Right-of-use assets - increase by
HK$522,831,000
o Prepayments - decrease by HK$647,000

o Accounts payable — decrease by
HK$5,304,000

o Lease liabilities - increase by
HK$537,278,000

The net impact on retained earnings on 1 January
2019 was a decrease by HK$9,790,000.

(i) Practical expedients applied

In applying HKFRS 16 for the first time,
the Group has used the following practical
expedients permitted by the standard:

o the use of a single discount rate to
a portfolio of leases with reasonably
similar characteristics in reliance on
previous assessments on whether
leases are onerous;

o the accounting for operating leases
with a remaining lease term of less than
12 months as at 1 January 2019 as
short-term leases;

o the exclusion of initial direct costs for
the measurement of the right-of-use
asset at the date of initial application;
and

o the use of hindsight in determining the
lease term where the contract contains
options to extend to terminate the
lease.
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(LA ¥ T e85 > BRB A REMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2. REBEBZMHRRRAEOR ()

B Bt BOR (A
() KLEBRA BRI ER (%)

)

@)

RAR A s S ot TR U 16 9%
RF A Rd 2 J % (A1)

() ERZERERE &)

7445 [ £ BN R
AT A A T A 46 1 H
MRS E - H
B o A B O
A2 AT AR KR
T A st YE RIS 17
BER A (B BB
aRLAY) -2 R4
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ARSI 2 A B S AT A
i

AL BRI E R T o
TR B[] — e 2 [ 5 39 PR AEL
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Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(@ New and amended standards adopted by the Group
(Continued)

(1) Adjustments recognised on adoption of HKFRS 16
(Continued)

(i) Practical expedients applied (Continued)

The Group has also elected not to reassess
whether a contract is, or contains a lease
at the date of initial application. Instead, for
contracts entered into before the transition
date the Group relied on its assessment
made in applying HKAS 17 and HK(IFRIC)-
Int 4 “Determining whether an Arrangement
contains a Lease”.

(2)  The Group’s leasing activities and how these are
accounted for

The Group leases various offices and branches.
Rental contracts are typically made for fixed periods
but may have extension options as described
below. Lease terms are negotiated on an individual
basis and contain a wide range of different terms
and conditions. The lease agreements do not
impose any covenants, but leased assets may not
be used as security for borrowing purposes.

Until the 2018 financial year, leases of property
were classified as operating leases. Payments
made under operating leases (net of any incentives
received from the lessor) were charged to profit or
loss on a straight-line basis over the period of the
lease.

From 1 January 2019, leases are recognised as a
right-of-use asset and a corresponding liability at
the date at which the leased asset is available for
use by the Group. Each lease payment is allocated
between the liability and finance cost. The finance
cost is charged to profit or loss over the lease period
so as to produce a constant periodic rate of interest
on the remaining balance of the liability for each
period. The right-of-use asset is depreciated over
the shorter of the asset’s useful life and the lease
term on a straight-line basis.

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(LA ¥ e85 > BB A FEMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2. REEBZWHERRRAEOR ()

BRI R ot BOR (A
() FEBRA MR ER (4)

)

7 AR I 2 R B R AT A
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RAME CEE R AKEBIE
R AR - HEAKE
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Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(a) New and amended standards adopted by the Group
(Continued)

(2)  The Group’s leasing activities and how these are
accounted for (Continued)

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of the following lease
payments:

o fixed payments (including in-substance
fixed payments), less any lease incentives
receivable

o variable lease payment that are based on an
index or a rate, if any

o amounts expected to be payable by the
lessee under residual value guarantees, if any

o the exercise price of a purchase option if the
lessee is reasonably certain to exercise that
option, and

o payments of penalties for terminating the
lease, if the lease term reflects the lessee
exercising that option.
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Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(@ New and amended standards adopted by the Group
(Continued)

(2)  The Group’s leasing activities and how these are
accounted for (Continued)

The lease payments are discounted using the
interest rate implicit in the lease. If that rate cannot
be determined, the lessee’s incremental borrowing
rate is used, being the rate that the lessee would
have to pay to borrow the funds necessary to obtain
an asset of similar value in a similar economic
environment with similar terms and conditions.

Right-of-use assets are measured at cost
comprising the following:

° the amount of the initial measurement of lease
liability

o any lease payments made at or before
the commencement date less any lease
incentives received

° any initial direct costs, and
o restoration costs.

Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of
12 months or less. Low-value assets comprise of IT
and office equipment.

(i) Extension and termination options

Extension and termination options are
included in a number of property leases
entered in by subsidiaries in the Group. These
terms are used to maximise operational
flexibility in terms of managing contracts. The
majority of extension and termination options
held are exercisable only by the Group and
not by the respective lessor.

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(a) New and amended standards adopted by the Group
(Continued)

(2)  The Group’s leasing activities and how these are
accounted for (Continued)

0] Extension and termination options (Continued)

Critical judgements in determining the lease
term

In determining the lease term, management
considers all facts and circumstances that
create an economic incentive to exercise
an extension option, or not exercise a
termination option, Extension options (or
periods after termination options) are only
included in the lease term if the lease is
reasonably certain to be extended (or not
terminated).

The assessment is reviewed if a significant
event or a significant change in circumstances
occurs which affects this assessment and
that is within the control of the lessee. During
the six months ended 30 June 2019, no
lease term is revised because of exercising
extension and termination options.

There are no other HKFRSs or interpretations that are effective
from 1 January 2019 or not yet effective that would be expected
to have a material impact on the Group.

The interim condensed consolidated financial statements are
presented in thousands of Hong Kong dollars (HK$’000), unless
otherwise stated, and were approved by the Board of Directors
for issue on 28 August 2019.

These interim condensed consolidated financial statements have
not been audited.
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3. EHAEA

3. Net interest income
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#WE6HA30HIE6fMA For the six months ended 30 June
2019 2018
FEWA Interest income
B e LA RATI 45 0% Cash and balances with banks 255,189 252,372
HHIE Investments in securities 866,836 654,561
BHET L EMER Advances and other accounts 2,569,434 2,252,748
31691 z459 3,159,681
- Interest expense
RITED /RPN Deposits from banks/Deposits from customers 1,351,906 812,009
BT EGE Certificates of deposit issued 75,280 59,392
BT Subordinated notes 149,997 133,910
HEAMR Lease liabilities 7,065 -
ol Others 66,545 40,617
1,650,793 1,045,928
AR S Included within interest income
—FHEEE AR & - Trading securities and financial assets at
ANTERHE HEEBEA fair value through profit or loss
BE 0 E Mg E 70,048 38,016
— DA RHE H S F)Et A A - Financial assets at fair value through other
AT USRS A4 A comprehensive income 1,017,066 520,356
— DLBEAR A B B A 4 0 - Financial assets at amortised cost 2,604,345 2,601,309
3,691,459 3,159,681
B 4 Included within interest expense
—RUAFERHEEHEHF A - Financial liabilities not at fair value through
18 45 19 4 A B profit or loss 1,594,970 1,012,020

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 31R » B A 541 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

4. TRIRE T B A A BN

Net fee and commission income

#HWE6A30HIE6MA For the six months ended 30 June
2019 2018
[ 2 P EAIN Fee and commission income
RUATEF 2 HEZEHA Fee and commission income from financial assets and
Bl emEERAKL liabilities not at fair value through profit or loss
e 2 L EALON
—(E R R R4 - Credit related fees and commissions 95,446 92,095
-HAmE - Trade finance 44,040 48,355
—fFH+ - Credit card 174,101 195,288
oA R 2 R AR A A Other fee and commission income
— R E RS - Securities brokerage 54,460 82,072
—RB s R - Insurance distribution and others 167,827 160,400
- RERE NI EEHRE - Retail investment and wealth management services 131,446 136,524
— AT B T - Bank services and handling fees 32,517 36,356
—H AR - Other fees 26,655 27,484
726,492 778,574
I % BB 4 % Fee and commission expense
RUVATHGHE H BT A Fee and commission expense from financial assets and
BROEMERERAEL liabilities not at fair value through profit or loss
PR e T A 45 S
—FEE S - Handling fees and commission 138,109 151,257
— B Hpt 22 - Other fees paid 11,740 10,248
149,849 161,505

RS ) 3 = R AT

Zit -~ REEH
BACEE BT - 25 UZEASBIFEZ
BN S TR R B IA -

these financial statements.

RHRITRERR AR 2019F P EIZEE RS

The Group provides custody, trustee, corporate administration,
and investment management services to third parties. Those
assets that are held in a fiduciary capacity are not included in
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5. WHERA 5. Net trading income
WE6H30H k6 A For the six months ended 30 June
2019 2018
MR B TR Net loss arising from dealing in foreign currencies (3,291) (26,632)
FHEEE RIS 2 B Net gain on trading securities 7,346 8,391
HEEERENGE TR F Net (loss)/gain from derivatives entered into for
(lst8) /i ds trading purpose (2,959) 1,343
RAATEEWMESH TE 2 Net gain/(loss) arising from financial instruments
Wit/ Es) subject to fair value hedge 6,029 (2,054)
VAT R H S35 AR 409 Net gain on financial instruments at fair value through
S TR Fls profit or loss 1,338 129,352
8,463 110,400
6.  JBEEBA 6.  Other operating income
wWECH30HIE6MA For the six months ended 30 June
2019 2018
IR AT A 2 LA T-E5HE B Dividend income from investments in equity instruments
S F A K2R at fair value through other comprehensive income,
TAREZ LA held at the end of the period
- kiifE - Listed investments 1,154 1,322
—F EHHE - Unlisted investments 2,910 4,205
BEmE 2 MERALH Gross rental income from investment properties 13,509 15,259
HAFEIA Other rental income 6,538 6,649
Hits Others 10,994 11,436
35105 38,871
7. BESCH 7.  Operating expenses
BWE6H30HIL6MA For the six months ended 30 June
2019 2018
1 BB SR A S Employee compensation and benefit expenses
(B35 E S M) (including directors’ remuneration) 944,342 877,454
17 B Ho A i e S Premises and other fixed assets expenses,
NI excluding depreciation 89,149 162,579
e Depreciation
—fTE R Z G (M7E18) - Premises and other fixed assets (Note 18) 93,981 86,933
—f i FIREZ W3 - Right-of-use properties 90,402 _
B 4 SR ) S Advertising and promotion costs 44,671 41,548
R~ SCH Jo Printing, stationery and postage 22,829 23,882
oAt Others 86,139 88,783
1,371,513 1,281,179

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 3R » B A 5 41) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

8. RMEER Credit impairment losses

WE6H30H 6 A For the six months ended 30 June
2019 2018
b (TR B 2 A New allowances net of allowance releases 123,206 79,287
i qEIPERGARR ' Cipa o Recoveries of amounts previously written off (31,846) (41,102)
91,360 38,185

SAEANT Attributable to:

- KFHER - Advances to customers 87,342 52,452
—HAh Mg R - Other financial assets 8,826 (779)
— BEHORYE R B 1R — Loan commitments and financial guarantees (4,808) (13,488)
91,360 38,185

9. BEAFSYZMALER
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Impairment loss on investment in an associate

At 30 June 2019, the fair value of the Group’s investment in
Bank of Chongging (“BOCQ”) had been below the carrying
amount for approximately 5.5 years. On this basis, the Group
continues to perform an impairment test on the carrying amount
of the investment in BOCQ to assess the recoverable amount.
Based on the assessment conducted in 2016 and before, the
recoverable amount was assessed as higher than the carrying
amount, and no impairment needed to be recognised.

The impairment test is performed by comparing the recoverable
amount of BOCQ, determined by a value in use (“VIU”)
calculation, with the carrying amount of the investment. The
VIU calculation uses discounted cash flow projections based on
management’s estimates of BOCQ'’s earnings and dividends to
be paid in future, and the estimated probable exit value in future
after considering the growth of BOCQ and its net asset value for
the medium and longer term. The discount rate applied to the
VIU calculation was estimated with reference to BOCQ'’s cost of
equity, which is publicly available in the market.

In performing the VIU calculation to arrive at the recoverable
amount of the investment, the Group considers all relevant
factors including market views and qualitative factors to
ensure that the inputs to the VIU calculation are appropriate.
Adjustments need to be made to reflect the latest situation
affecting BOCQ and also market outlook for the medium and
longer term that are relevant in projecting BOCQ’s future
performance. Significant management judgement is required in
estimating the future cash flows of BOCQ.
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Impairment loss on investment in an associate (Continued)

Based on the assessment conducted for the position up to 31
December 2018, the recoverable amount, as determined by the
VIU calculation and after considering all relevant factors and
valuation assumptions, remained below the carrying amount,
and a cumulative impairment charge at HK$1,448 million
had been recognised. The latest impairment test performed
by the Group for the position as at 30 June 2019 concludes
that the recoverable amount, based on the VIU calculation, is
assessed as lower than the carrying amount, after deducting
the cumulative impairment allowance made up to 31 December
2018 of HK$1,448 million, by HK$70 million. As a result, an
additional impairment charge of HK$70 million was recognised
in the first half of 2019 to reduce the value of the investment to
HK$3,928.1 million.

The calculation of DSB’s capital adequacy does not include
the retained earnings from the Investment, except for BOCQ
cash dividend received by DSB. Provided that the Investment
continues to be held at or above the original cost of the
investment of HK$1,213 million, impairment made on the
Investment does not affect DSB’s capital adequacy.

Taxation

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 16.5%) on the estimated assessable profit for the
period. Taxation on overseas profits has been calculated on the
estimated assessable profit for the period at the rates of taxation
prevailing in the countries in which the Group operates.

Deferred taxation is calculated in full on temporary differences
under the liability method at the tax rates that are expected
to apply in the year when the liability is settled or the asset is
realised.

WE6A30HILE6MA For the six months ended 30 June
2019 2018

W B IE Current income tax

— IR - Hong Kong profits tax 174,755 207,134

— WML - Overseas taxation 15,312 24,217
TEHERTIE Deferred income tax

— BRI R 2 L Y A g - Origination and reversal of temporary differences 4,192 2,243
BiTH Taxation 194,259 233,594

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 31R » B A 541 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

1. RS REEEA 11.  Basic and diluted earnings per share
B 201946 H 30 H 1L 6 i H 2 S A 2 The calculation of basic earnings per share and fully dilutive
R e 80 2 ) T 4% R4 R 1,354,577,000 earnings for the six months ended 30 June 2019 is based
IC J R B AT 78 R 1y 2 T RE ST 14 B on earnings of HK$1,354,577,000 and the weighted average
1,405,720,460 515 « BEMA 2 RATHRR number of 1,405,720,460 ordinary shares in issue during the
AR S 5 R A A7 22 IR 2 S v A period. The share options outstanding during the period ended
T 52 o have no dilutive effect on the weighted average number of
ordinary shares.
HWE 201846 A 30 H k6 A A 2 B BEARR The calculation of basic earnings per share for the six months
F 4 IR 2R 1,346,876,000 15 6 & A £ 8% ended 30 June 2018 is based on earnings of HK$1,346,876,000
AT 0 P B A7 2 I RE T390 1,404,398,811 1% and the weighted average number of 1,404,398,811 ordinary
G shares in issue during the period.
BE20184F6 H30 H 1k 6 A 2 BBt &1 The calculation of diluted earnings per share for the six months
T BB A 1,346,876,000 75 7T K A £ 5% ended 30 June 2018 is based on earnings of HK$1,346,876,000
T8 BB 2 INRET- 34 %01,404,926,8 1 i and the weighted average number of 1,404,926,811 ordinary
SR T A S A8 PRV A i 1 T DA shares in issue during the period after adjusting for the effect of
FHE o all dilutive potential ordinary shares.
12, FpAEECEOTE 0000 B DA ATt ik EL L8 12. Trading securities and financial assets at fair value through
Bk A A% 0 4l profit or loss
20194 20184F
6/30H 12431H
As at As at
30 Jun 2019 31 Dec 2018
FHERE R Trading securities
B Debt securities:
— i L - Listed in Hong Kong 20,724 33,575
—F b - Unlisted 6,287,549 7,587,609
6,308,273 7,621,184
AR B RSB A Financial assets at fair value through

R4 104 B profit or loss
A Ul AT A T 56 0 9% Categorised based on requirements

RV of HKFRS 9:

%% - Debt securities:

— ¥ Ll - Unlisted 328,517 327,483
it Total 6,636,790 7,948,667
BIRFEER RS NA Included within debot securities are:

— B R (SR BEEE) - Treasury bills which are cash equivalents 834,668 -

— HoA ] R 2 — Other treasury bills 5,473,605 7,620,661

— B - Government bonds - 523

— FUAb B O S BT B - - Other debt securities issued by:

—f¥ - Corporate entities 328,517 327,483
6,636,790 7,948,667

R20194E6 A 30 H X% 20184E12 A31H » k
L 5t s 7RSI AT A AT

20 RHRITRERR AR 2019F P EIZEE RS

As at 30 June 2019 and 31 December 2018, there were no
certificates of deposit held included in the above balances.
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13. fik4mTH 13. Derivative financial instruments
201946 H30 H RFIMATRAGH 24 The notional principal amounts of outstanding derivatives
FAG REAFHWT contracts and their fair values as at 30 June 2019 were as
follows:
AT
a4/ BELH Fair values
Contract/ B 115
notional amount Assets Liabilities
) FHERERRZAETR 1) Derivatives held for trading
) SMERTETA a)  Foreign exchange derivatives
BN RN &G4 Forward and futures contracts 72,184,274 270,475 (240,988)
YN STEN ] Currency options purchased
and written 13,618,888 10,942 (11,008)
Z) FIEfETA b)  Interest rate derivatives
FIZEH & Interest rate futures 804,147 - (620)
iES R Interest rate swaps 1,467,947 17,300 (13,236)
JE A Rl Hh ) 2 e Interest rate options purchased
and written 675,998 - (687)
) HEatiiETA ¢)  Equity derivatives
BB T o 1 1 Equity options purchased
and written 391,596 4,599 (4,603)
FHERE R ZATETR Total derivative assets/(liabilities)
B/ (A A5t held for trading 89,142,850 303,316 (271,142)
) FHEHEWARZAAETLR 2)  Derivatives held for hedging
) FEEUSTHER 2 a) Derivatives designated as
fik TR fair value hedges
sl Interest rate swaps 33,984,506 137,787 (577,022)
FEEEMW ARG 2 A Total derivative assets/(liabilities)
TH%E/ (A &3 held for hedging 33,984,506 137,787 (577,022)
A2 ME4M T RERE /(B Total recognised derivative financial
AFt assets/(liabilities) 123,127,356 441,103 (848,164)

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019 21
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13.

fikam I ()

20184 12 A 31 H ARE MM A THAKZ

13. Derivative financial instruments (Continued)

The notional principal amounts of outstanding derivatives

AFAS R AFEWT contracts and their fair values as at 31 December 2018 were as
follows:
ATE
BU S BERE Fair values
Contract/ G Al
notional amount Assets Liabilities
) HEEEREZAELA 1) Derivatives held for trading
) SMERTETA a)  Foreign exchange derivatives
U REAY Forward and futures contracts 67,192,282 262,900 (328,733)
N T H M A Currency options purchased
and written 9,883,176 8,677 (8,505)
Z) FIFGETH b)  Interest rate derivatives
FIZH & Interest rate futures 39,154 - (589)
Flze i Interest rate swaps 2,392,768 11,611 (7,915)
T A Interest rate options purchased
and written 678,038 16 (105)
7)) Rt TR ¢)  Equity derivatives
A T R 1 Equity options purchased
and written 422,016 6,195 (6,201)
fHEREME ATETR Total derivative assets/(liabilities)
i/ (A At held for trading 80,607,434 289,399 (352,048)
) FHEEWARZAETLA 2)  Derivatives held for hedging
) $ELAFEE WL a)  Derivatives designated as
AT R fair value hedges
GilES N Interest rate swaps 28,818,549 437,644 (121,225)
RefEEh B 2 ik Total derivative assets/(liabilties)
THEE/(A]) 45 held for hedging 28,818,549 437,644 (121,225)
DA S4BT RERE /(A Total recognised derivative financial
At assets/(liabilities) 109,425,983 727,043 (473,273)

RHRITRERR AR 2019F P EIZEE RS
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(LA ¥ T85> BRB A REMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

13, fikEm T (4) 13.

FARFRAASGE AT 3 2 R A S A b
B EE R ERINA B I SRR
BeE > 2T

Derivative financial instruments (Continued)

The credit risk weighted amounts of the above off-balance sheet
exposures, before taking into account the effect of bilateral
netting arrangements that the Group entered into, are as follows:

20194 2018 4F

6/130H 12431H

As at As at

30 Jun 2019 31 Dec 2018

ERE 4 Exchange rate contracts 702,814 593,139
FIEEH Interest rate contracts 75,902 156,974
HitG Other contracts 14,228 16,778
792,944 766,891

LA TR 2 & ORI 2 LR R 2
Gy AR R B -

R EERMERE 25 H kSRR
CERATE CEA) BLAD T RH 2 B0 - ST
T 2 WO ABLT 22 5 B F A& TH & A0 3
PETIE

The contract amounts of these instruments indicate the volume
of transactions outstanding as at the end of the reporting period,
they do not represent the amounts at risk.

The credit risk weighted amounts are the amounts that
have been calculated with reference to the Banking (Capital)
Rules issued by the HKMA. The amounts calculated are
dependent upon the status of the counterparty and the maturity
characteristics of each type of contract.

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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14.

K B AR H 14. Advances and other accounts
20194 2018 4
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
KR ERARH Gross advances to customers 132,385,772 128,628,087
bk B Less: impairment allowances
3 - Stage 1 (421,621) (423,650)
— B2 - Stage 2 (120,139) (127,284)
—PeBt3 - Stage 3 (330,555) (362,989)
(872,315) (913,923)
131,513,457 127,714,164
EOES Trade bills 4,179,461 4,677,262
e BEEE Less: impairment allowances
—PEB 1 - Stage 1 (2,856) (2,100)
— kB2 - Stage 2 (27) (29)
(2,883) (2,123)
4,176,578 4,675,139
i3k Right-of-use assets 485,364 -
A= Other assets 4,682,108 3,825,389
e BEE Less: impairment allowances
—PEB 1 - Stage 1 (9,123) (6,651)
— B2 - Stage 2 (586) (491)
— B3 - Stage 3 (9,631) (9,643)
(19,340) (16,785)
4,662,768 3,808,604
B IR SR B Advances and other accounts 140,838,167 136,197,907

RHRITRERR AR 2019F P EIZEE RS
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14.

a®
€

B I LR B ALIR H () 14. Advances and other accounts (Continued)
(H) e~ mHFEEREEN EE (a)  Impaired, overdue and rescheduled assets
(i) IREEK () Impaired loans
20194 20184
6J130H 12A31H
As at As at
30 Jun 2019 31 Dec 2018
e W& et Gross loans and advances 132,385,772 128,628,087
Bk - WA A Less: total impairment allowances (872,315) (913,923)
fEix i Net 131,513,457 127,714,164
E R B2 BH R Credit-impaired loans and advances 843,586 970,166
Bk MEE 3 WM Less: Stage 3 impairment allowances (330,555) (362,989)
T Net 513,031 607,177
R AT * Fair value of collateral held * 387,271 503,728
ERREEHRASEZF &%k  Credit-impaired loans and advances as a % of
BIBEE N total loans and advances to customers 0.64% 0.75%
* HEA 2 (8 T AR AR 4K * Fair value of collateral is determined at the
00 718 B R R lower of the market value of collateral and
Bitk o W P BAK (A outstanding loan balance.
=

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 3R » B A 5 41) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

14.

HH K BIBIRH (A7)

(1) e ~ AR RAEEA EE () (@)

(i)

IR PR B

14. Advances and other accounts (Continued)

(i)

Gross amount of overdue loans

Impaired, overdue and rescheduled assets (Continued)

20194E6 130 H 2018412 A 31 H
As at 30 Jun 2019 As at 31 Dec 2018
W AR R (R
i eibl B
Gross Gross
amount of %% amount of 4
overdue HAK overdue "l
loans % of total loans 9% of total
KEREF 2% 8 Gross advances to customers
which have been overdue for:
—3HAULE A - six months or less but over
three months 179,070 0.14 99,729 0.08
—6MAULEZE 4 - one year or less but over
six months 129,685 0.10 51,812 0.04
“ 1%L - Over one year 334,380 0.25 429,568 0.33
643,135 0.49 581,109 0.45
PeRiitbin:Eh s R E ] Market value of securities held
A T against the secured overdue
advances 1,279,136 565,273
A KT AR Secured overdue advances 478,845 392,626
SR I B Unsecured overdue advances 164,290 188,483
i B 3 Jai (e Stage 3 impairment allowances 187,693 227 437
Fif 2 36 F 2 LKA Collateral held mainly represented pledged

B 111 5 S A [

T AR

RHIRITRERR AR 2019F P EIZEE RS

deposits, mortgages over properties and charges

over other fixed assets such as equipment.
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(LA ¥ T e85 > BRB A REMISM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

14, #HFEEFBEIBIKH () 14.

() W ~ AR ERERACE A G ()
(i) REASH (CMBEREE L

Advances and other accounts (Continued)
(@) Impaired, overdue and rescheduled assets (Continued)

(i)  Rescheduled advances net of amounts included in

a2 i) overdue advances shown above
20194 20184F
6/30H 8% 12H31H {4
As at HAKR As at Ak
30 Jun 2019 % of total 31 Dec 2018 % of total
KPEH Advances to customers 272,674 0.21 311,262 0.24
P B 3 (A e Al Stage 3 impairment allowances 113,797 115,877
(iv) B7EH (iv)  Trade bills
20194 20184
6H30H 12A31H
As at As at
30 Jun 2019 31 Dec 2018
UL SRR Trade bills which have been overdue for:
=3EAULZE 6 A — six months or less but over three months 6,026 -
i B 3 M (e Al Stage 3 impairment allowances - -

(Z) WIS

(b)  Repossessed collateral

A 2 S B T Repossessed collateral held is as follows:
20194 20184
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018

BENE Nature of assets

iEEyES Repossessed properties 141,893 153,639
HAty Others 9,199 8,336
151 z092 161,975

W A A AT AT IS R R A > B
WK TE I LA A B 2 A SRR IR
fi#s

i w1 AT 5 B4 {E £ 60,205,000 # TC
(20184E12 A 31 H : 60,349,000 #5 7T)
ZAEH B NI T H A > ik
42 [ AR 8 b B A Sk e LA 2 TR AT
T8 AW AE HE R Iml i o 3230
BN T HAE E T N R
CERE o M SR E AR -

Repossessed collaterals are sold as soon as practicable
with the proceeds used to reduce the outstanding
indebtedness of the borrowers concerned.

Certain other properties in the Mainland China with a
total estimated realisable value of HK$60,205,000 (31
December 2018: HK$60,349,000), which had been
foreclosed and repossessed by the Group pursuant to
orders issued by courts in the Mainland China, represent
assets held by the Group for resale and have been
reported under “Other assets”. The relevant loans had
been derecognised.

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 3R » B A 5 41) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

15.

e HEL e A

T AR A A i S A Y U5 9 R A S T

) Fe P B 2 % AR B

BHORYE K it

B GR FUNE Bl R R -

15.

Loss allowance

The tables below provide a reconciliation of the Group’s
ECL allowances for loans and advances to customers, loan
commitments and financial guarantees by stage under HKFRS 9.

13 BBt 2 REBL3 i

BUNG & kUi HMGE BMGE

RS OBSEEE  BEEE B

Stage 1 Stage 2 Stage 3 Total

ECL ECL ECL ECL

allowance  allowance  allowance  allowance

201941 A 1H At 1 January 2019 563,307 133,876 363,007 1,060,190

LY Transfers:

LESE T i) Transfer from Stage 1 to Stage 2 (9,505) 26,493 - 16,988

HESE T EA ] Transfer from Stage 1 to Stage 3 (9,491) - 112,907 103,416

PEB 2B RS IR B Transfer from Stage 2 to Stage 1 3,561 (10,038) - (6,477)

LEW TS Transfer from Stage 2 to Stage 3 - (6,749) 21,540 14,791

LEEE G ) Transfer from Stage 3 to Stage 2 - 114 (318) (204)

B3R R PER L Transfer from Stage 3 to Stage 1 89 - (290) (201)
AR A~ B New financial assets originated,

H R 2 purchased or derecognised

SHEE during the period 73,310 (4,244) (11,654) 57,412
PDs/LGDs,/EADs,/ Changes in PDs/LGDs/EADs/

HTIEPER) IRt 2 S8 forward looking assumptions (89,063) (14,374) 3,816 (99,621)
MR FRABL Unwinding of discount 24,350 1,956 2,302 28,608
Jigh Write-offs - - (160,580)  (160,580)
AN I HoAth 5 Foreign exchange and other movements (318) (55) (175) (548)
2019456 30 H At 30 June 2019 556,240 126,979 330,555 1,013,774
HH In respect of:

PR Advances to customers 421,621 120,139 330,555 872,315

BRI AR Loan commitments and financial guarantees 134,619 6,840 - 141,459
556,240 126,979 330,555 1,013,774

A - Abbreviations used:

PD EH IR PD Probability of default

LGD BLHBRE LGD  Loss given default

EAD A R BRI EAD  Exposures at default

ECL U E BEE ECL  Expected credit loss

RHIRITRERR AR 2019F P EIZEE RS
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
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15, WEHE R (4F) 15. Loss allowance (Continued)
PEE 1 PeE 2 PEB3 At
HHGEE HHGES & HE&
FHER R R TR
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
20184 1H1H At 1 January 2018 446,849 200,410 451,599 1,098,858
Ly Transfers:

LESE T EY 1Y) Transfer from Stage 1 to Stage 2 (4,415) 15,341 - 10,926
LESE T E ) Transfer from Stage 1 to Stage 3 (11,466) - 239,239 227,773
LEYE HEA ] Transfer from Stage 2 to Stage 1 12,623 (33,604) - (20,981)
LEYE H A ) Transfer from Stage 2 to Stage 3 - (5,910) 19,979 14,069
CEal GEN ) Transfer from Stage 3 to Stage 2 - 10 (10) -
PR BB R RE Transfer from Stage 3 to Stage 1 - - - -

WRARE - AR New financial assets originated,

el e purchased or derecognised

AREE during the period 127,360 61577) (86,014  (20,231)
PDs/LGDs,/ EADs,/ Changes in PDs/LGDs/EADs/

AR Rk 2 B ) forward looking assumptions (7,083) 18,080 90,372 101,369
RIS E Unwinding of discount 557 1,482 34 2,073
s Write-offs - - (351930)  (351930)
S R HA ) Foreign exchange and other movements (1,118) (356) (262) (1,736)
2018412 31 H At 31 December 2018 563,307 133,876 363,007 1,060,190
A In respect of:

BRER Advances to customers 423,650 127,284 362,989 913,923
BRI LR Loan commitments and financial guarantees 139,657 6,592 18 146,267
563,307 133,876 363,007 1,060,190
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
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16.

PLA P S H LS B5t A Al 2 v B 25 1 16. Financial assets at fair value through other comprehensive

SR E income
20194 2018 4F
6H30H 12/31H
As at As at
30 Jun 2019 31 Dec 2018
RS Debt securities:
—Hik L - Listed in Hong Kong 18,477,165 17,295,716
—FWLAS il - Listed outside Hong Kong 18,808,030 16,638,018
— L - Unlisted 7,340,109 7,607,538
44,625,304 41,541,272
MRS Equity securities:
—H - Listed in Hong Kong 31,926 30,201
=L - Unlisted 82,890 83,038
114,816 113,239
o Total 44740120 41,654,511
B EERERNE Included within debt securities are:
—FEH AR - Certificates of deposit held 14,994 429,758
— B EE (FRBEEHE) - Treasury bills which are cash equivalents 498,717 2,098,522
— oA 5 i 2 — Other treasury bills 7,799,800 6,698,961
— B % - Government bonds 118,222 191,387
— AR — Other debt securities 36,193,571 32,122,644
4416251304 41,541,272
PVAT-EE 8 B RSB AHAM  Financial assets at fair value through other comprehensive
BT K4 R B AT income are analysed by categories of issuers as follows:
BRI AHT I T -
&b - Debt securities:
— R A AT - Central governments and central banks 8,416,739 8,988,870
—NEHRE - Public sector entities 257,161 481,574
— ST SO At Al B - Banks and other financial institutions 7,872,788 7,495,726
—{¥ - Corporate entities 28,078,541 24,575,027
— 3ty - Others 75 75
44,625,304 41,541,272
g el 7 Equity securities:
—{¥ - Corporate entities 114,816 113,239
44,740,120 41,654,511

RHRITRERR AR 2019F P EIZEE RS
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17.

a®
€D

VA8 5 0 A 0 e g 6 T 17. Financial assets at amortised cost
20194 20184
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
B Debt securities:
—Fik L - Listed in Hong Kong 1,666,635 2,019,488
—HWLIN Ll - Listed outside Hong Kong 3,588,896 3,605,219
e i - Unlisted 4,564,816 3,521,596
9,820,347 9,146,303
J0BE - W E A Less: impairment allowance
—MEE 1 - Stage 1 (5,571) (4,947)
Bt Total 9,814,776 9,141,356
WIEAEEE SR NA Included within debt securities are:
— A T s - Certificates of deposit held 1,457,987 1,126,132
— [ R - Treasury bills 2,439,607 1,941,080
- B ER - Government bonds 522,594 523,450
— R Es % - Other debt securities 5,400,159 5,555,641
9,820,347 9,146,303
DAERR AR B RAY 4 B & 503847 Financial assets at amortised cost are analysed by
BRER AT categories of issuers as follows:
— B R T - Central governments and central banks 2,962,201 2,464,530
— AT B H A4 Rl - Banks and other financial institutions 4,243,256 3,998,975
— % - Corporate entities 2,603,801 2,671,709
=i - Others 11,089 11,089
9,820,347 9,146,303

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019
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18. A7 B b ol s W

18. Premises and other fixed assets

TR ~ S fl
By
Furniture,
equipment
and
T motor &t
Premises vehicles Total
BE2019%E6 H30H1L6MA Six months ended 30 June 2019
S0 B T R Opening net book amount 1,576,065 463,953 2,040,018
i Additions - 43,642 43,642
i Disposals - (2,652) (2,652)
P (i 7) Depreciation charge (Note 7) (27,586) (66,395) (93,981)
lfE i, 7 5 Exchange difference (269) (172) (441)
AR W I (A Closing net book amount 1,548,210 438,376 1,986,586
201946 130 H At 30 June 2019
A Cost 2,002,926 1,144,810 3,147,736
2T E Accumulated depreciation (454,716) (706,434)  (1,161,150)
W i Net book amount 1,548,210 438,376 1,986,586
BWE20184E 12 A 31 A IH4EE Year ended 31 December 2018
AFA R T V(B Opening net book amount 1,629,184 424,373 2,053,557
g Additions - 173,833 173,833
& Disposals - (2,066) (2,066)
L Depreciation charge (47,209) (128,461) (175,670)
B AR Exchange difference (5,910) (8,726) (9,636)
AR A Closing net book amount 1,576,065 463,953 2,040,018
2018412 H31 H At 31 December 2018
AR Cost 2,003,225 1,155,723 3,158,948
2HE Accumulated depreciation (427,160) (691,770) (1,118,930)
R T VR (i Net book amount 1,576,065 463,953

RHRITRERR AR 2019F P EIZEE RS
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19. BEYE 19. Investment properties
B2 (g
20194 2018 4F
6 H30HIE 12H31HIE
61 )1 FRE
Six months Year
ended ended
30 Jun 2019 31 Dec 2018
W,/ ) At beginning of the period/year 1,236,928 1,179,440
HEGATE Fair value gains on revaluation - 57,488
/A At end of the period/year 1,236,928 1,236,928
AREEBP 2018412 A31 H B EYENE The Group’s investment properties were last revalued at 31
(AT T EAN o BURRAR 8 SHE2E R December 2018 by adopting the direct comparison approach
fT 585 — R T S A 3 (B B S SE R D) A PR A or the income capitalisation approach and with reference to
A2 s B R B A 2 1 ) S R — recent transactions for similar premises as far as practicable by
T HRAE T P A7 BR 2 A A R P 2 42 independent, professionally qualified valuer Savills (Valuation and
B R B R S A B E G Ly Professional Services) Limited for investment properties in Hong
AT 275 2 AR (D)4 26 FLA 1 1 s e SR Kong and Mainland China, and by Savills (Macau) Limited for
7o investment properties in Macau.
20. FPRfEE 20. Deposits from customers
20194 2018 4F
6J130H 12131H
As at As at
30 Jun 2019 31 Dec 2018
AR R AR A 2K Demand deposits and current accounts 36,732,738 37,501,025
ETI Savings deposits 28,589,808 28,626,731
TEW A NI Time, call and notice deposits 111,058,647 106,839,093
176,381,193 172,966,849
21, CETMTEGE 21. Certificates of deposit issued
20194 2018 4
61301 124311
As at As at
30 Jun 2019 31 Dec 2018
e SR IE R NAS 7} At fair value under fair value hedge (for hedging interest
rate risk) 4,819,115 4,422,293
i o RAC 1 B At amortised cost 1,320,621 2,112,783
6,139,736 6,535,076

A B TE M5 E B AT 17 KRB B I Rp 4 5 40
AT e B A B T 51 2 R 16 # = 4,000,000
WIT0184F12H31H : #13,000,000%7C)

The amount that the Group would be contractually required to
pay at maturity to the holders of these certificates of deposit is
HK$4 million higher (31 December 2018: HK$13 million higher)
than the above carrying amount.
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22, BB

22. Subordinated notes
20194 2018 4F
61301 12H31H
As at As at
30 Jun 2019 31 Dec 2018
LR R AR FATMSIE © At fair value under fair value hedge
(for hedging interest rate risk):
225,000,000 ETTH 2020 £ F W US$225,000,000 Subordinated
E VRIS (7 () Fixed Rate Notes due 2020 (Note (a)) 1,773,571 1,782,046
225,000,000 370/ 2024 SFI IR US$225,000,000 Subordinated
ERBEEE (#(2)) Fixed Rate Notes due 2024 (Note (b)) - 1,760,547
250,000,000 £ 70/ 2026 SEEI K US$250,000,000 Subordinated
ERRERET (7 (7)) Fixed Rate Notes due 2026 (Note (c)) 1,947,971 1,906,489
225,000,000 ETCH 2029 £ F W US$225,000,000 Subordinated
EREEES (#(T) Fixed Rate Notes due 2029 (Note (d)) 1,814,828 -
5,536,370 5,449,082

.

(F)

U6 TS KB SR AT R 20104E2 A 11 H 2
T 2 225,000,000 3 JC 7E 58 N 3% 58 5
B (T8 J) bt g 5t e B B &
A E BABEAETE (M%) - thE4E
B 20204E2 H 11 HENW - £8 A
6.625% > VAT E—IK o KHreRk1T
7R EL B — [ R ERAT 5T S R 2 I A 4
A TS 1A 1] 2 M B 5 D) 25 TR AT
v 2E 57 5 5 2L BREA) 27 B R B A -

BT RGEERAT IR 2014 45 1 A 29 H 347
Z.225,000,000 3 T 16 7 ¥ Bk A X 5
I PR w) ([ & 3e 5 T 1) 1T B4
A EEM I MR E 5 HER
19 10 48 309 SR AE RS ([ 58 D) (|
B EGRITE CEAR) HAD 2 1
) o BLAEMEHE H 52024451 29
H > KRBT E SR H 2019
1 H29 HEHUMEE -

RHIRITRERR AR 2019F P EIZEE RS

Note:

This represents US$225,000,000 Subordinated Fixed
Rate Notes qualifying as supplementary capital of DSB
issued on 11 February 2010 (the “Notes”), which are
listed on the Singapore Stock Exchange Trading Limited
(*SGX”). The Notes will mature on 11 February 2020.
Interest at 6.625% p.a. is payable semi-annually. An
interest rate swap contract to swap the fixed rate payment
liability of the Notes to floating interest rate based on
LIBOR has been entered into with an international bank.

This represents US$225,000,000 Basel Ill compliant 10-
year Subordinated Fixed Rate Notes qualifying as Tier 2
capital of DSB (subject to the provisions of the Banking
(Capital) Rules of Hong Kong) issued on 29 January 2014
(the “Notes”), which were listed on The Stock Exchange
of Hong Kong Limited (“SEHK”). The Notes had a maturity
date falling on 29 January 2024 and had been fully repaid
by DSB on the optional redemption date of 29 January
2019.
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22.

B AR ()
i ()
() BETS B RITIN 20164711 A 30 H 34T

2.250,000,000 32 JLTE & s 38 5 BT b7
R A5 4 TR e LM 2 5 5
AR 10 4730 52 AR B 1085 ([ & )
(AT EHEBUERTE (BEAR) HADZ
K)o PLEEAEHSHE A 20264 11 A 30
H 3 o SRR H 52021411 H
30H o M THE HIRENIEER
ERFA425% 0 BHEME K H
> AR R R P T B ]
AR MRS T R S AR R
IR JEE o B R 255 B T o A MRS

e R TE L > JORTARAT T L2
T 1 (06 1o BT A (R34 ) S - K
HERAT IR B B — B R R AT R 37 R
WA KRB 8 A S e d D 32
TCERATIR) A 5 SR PR B RS

e
wA °©

TSI ERATIA 2019 4E 1 A 15 H 347
2.225,000,000 3 JTTEFF U3 5 I bl
FA5 A L ETR Iop o LM A 2 B — 5%
BRI 10 4 10 SR A 8 ([ 5 )
(ZEMST A AT CEA) BRI 2
k) o M EH 7 20294E1 A 15 H
B o SEEMEIE H F20244E 1 A 15
H o mgfrH S s BEEEr > 4
B55%  FLEME—K o Hig
A R AE PRV IR H R > (4%
W ) JEL B T T R S A S 95 1 [ e
BHRERM2SSET - HEEFEE
R HEME > KB R AT AT LAZE i 4E
(BB BT AT (FEHB20) (0 » KpraftT
TR EL B — 3 B8R AT RT 7 R R B A 4
AT 11 1 5 R S i 2 DA 35 0 R T
7] 4% B 5 SRR i B ALE A 3 -

AR ) U S 1 1 S B R4 B A A 7Y
SR LA E 5 2 BT {EAK 71,000,000 # 7T
(20184F 12 A 31 H * 32,000,000 ) -

22.

a®
€

Subordinated notes (Continued)
Note: (Continued)

(c)  This represents US$250,000,000 Basel IIl compliant 10-
year Subordinated Fixed Rate Notes qualifying as Tier 2
capital of DSB (subject to the provisions of the Banking
(Capital) Rules of Hong Kong) issued on 30 November
2016 (the “Notes”), which are listed on the SEHK. The
Notes will mature on 30 November 2026 with an optional
redemption date falling on 30 November 2021. Interest at
4.25% p.a. is payable semi-annually from the issue date
to the optional redemption date. Thereafter, if the Notes
are not redeemed, the interest rate will be reset and the
Notes will bear interest at the then prevailing 5-year U.S.
Treasury Rate plus 255 basis points. DSB may, subject
to receiving the prior approval of the HKMA, redeem the
Notes in whole but not in part, at par. An interest rate swap
contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been
entered into with an international bank.

(d)  This represents US$225,000,000 Basel Ill compliant 10-
year Subordinated Fixed Rate Notes qualifying as Tier 2
capital of DSB (subject to the provisions of the Banking
(Capital) Rules of Hong Kong) issued on 15 January
2019 (the “Notes”), which are listed on the SEHK. The
Notes will mature on 15 January 2029 with an optional
redemption date falling on 15 January 2024. Interest at
5% p.a. is payable semi-annually from the issue date to
the optional redemption date. Thereafter, if the Notes
are not redeemed, the interest rate will be reset and the
Notes will bear interest at the then prevailing 5-year U.S.
Treasury Rate plus 255 basis points. DSB may, subject
to receiving the prior approval of the HKMA, redeem the
Notes in whole but not in part, at par. An interest rate swap
contract to swap the fixed rate payment liability of the
Notes to floating interest rate based on LIBOR has been
entered into with an international bank.

The amount that the Group would be contractually required to
pay at maturity to the holders of these subordinated notes is
HK$71 million lower (31 December 2018: HK$32 million higher)
than the above carrying amount.

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019

35



36

a®
€D

A SR B 2 v IO 1 0 R W )
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
(AT e 31R » B A 541 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

23.

24.

oMbl H R Other accounts and accruals
20194 2018 4F
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
HERE Lease liabilities 501,869 -
Vi B Sl 2 JEAT 4 Amount payable arising from purchase of securities pending
for settlement 73,594 1,342,997
Hoh s & Other liabilities and accruals 6,007,620 6,857,115
6,583,083 8,200,112
B R %4 Shareholders’ funds
20194 2018 4F
6J30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
fie A Share capital 6,894,438 6,893,494
e Consolidation reserve (220,986) (220,986)
17 E Al b e Premises revaluation reserve 270,120 270,120
BB E Investment revaluation reserve 372,507 66,447
I 5.t Exchange reserve (228,021) (209,794)
— MR General reserve 700,254 700,254
DA A78 B BV T 22 it Reserve for share-based compensation 2,831 2,204
fREBA Retained earnings 18,896,449 18,064,533
26,687,592 25,566,272
WERRER AN 2 BERICE, /. Proposed dividend/dividend paid included in
EIRIEE retained earnings 182,748 492 013

BT RAT A o o MR AT DB R X
AR I A vl A R o E PTG DA AP 2 B I
A o MERRFRZ S RS (AT SR
7 SE SRAT e A R 2w (1P i S8R4T 1)
BRFEAT (B A R A (TRHBTEAT (h
) 1) T3 By 7 v SR AT SR ) B DA R B
ERBMZAMEEHE o 5 R EHR
AIREE T ISOR 2 (i A o S okl 2 A )
JFL B s 4 R AT R > R A
i PR R o

R2019F6H30H » KR ITE I E
1,152,419,000% 7 (20184F12H31H :
1,195,194,000% 7C) 2 & 5A1E By W45 il o
RS H AR A — et - SRR L AR
BRI RFEE

RHRITRERR AR 2019F P EIZEE RS

DSB as a locally incorporated bank in Hong Kong is required
to maintain minimum impairment provisions in excess of those
required under HKFRS in the form of regulatory reserve. The
regulatory reserve, which also covers Banco Comercial de
Macau, S.A. (“BCM”) and Dah Sing Bank (China) Limited (“DSB
China”), is maintained to satisfy the provisions of the Hong
Kong Banking Ordinance and local regulatory requirements for
prudential supervision purposes. The regulatory reserve restricts
the amount of reserves which can be distributed to shareholders.
Movements in the regulatory reserve are made directly through
equity reserve and in consultation with the HKMA.

As at 30 June 2019, DSB has earmarked a regulatory reserve
of HK$1,152,419,000 (31 December 2018: HK$1,195,194,000)
first against its consolidated general reserve; and for any excess
amount, the balance is earmarked against its consolidated
retained earnings.
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25, SRR KR 25. Contingent liabilities and commitments
() BARNE (a)  Capital commitments

R R AERR B R AR ER 2 Capital expenditure in respect of projects and acquisition
HRIEE KA E T & E 2 EARSE of fixed assets at the end of the reporting period but not

W yet incurred is as follows:
20194 2018 4F
6H30H 12A31H
As at As at

30 Jun 2019 31 Dec 2018

DR AR R el 2 B 2 Expenditure contracted but not provided for 92,281 89,469
(&) f7EAHIE (b)  Credit commitments

AR EE APRIVRIE R T &P The contract and credit risk weighted amounts of the
AR T HA #4588 MR B R Group’s off-balance sheet financial instruments that

RESEIT - commit it to extend credit to customers are as follows:

FHEB
Contract amount

20194 2018 4
6H30H 12H31H
As at As at

30 Jun 2019 31 Dec 2018

HEERAR Direct credit substitutes 779,743 604,991
2 5y M 2 ORI Transaction-related contingencies 519,549 507,169
HUE G M 2 SR E Trade-related contingencies 607,218 966,996
T G A T T S B TR 4 A 2 Commitments that are unconditionally
cancellable without prior notice 74,202,099 71,049,928
HAMRSE » HRAMRE : Other commitments with an original
maturity of:
— DA —under 1 year 3,556,955 3,093,217
1R -1 year and over 936,956 621,803

80,602,520 76,844,104

e 8 L

Credit risk weighted amount

20194 2018 4F
6H30H 12H31H
As at As at

30 Jun 2019 31 Dec 2018

IR RO Contingent liabilities and commitments 1,790,100 1,548,583
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25, SARAEBORYE ()
(K) EAEHHZ &z
AT PR AR B T AR A A (S AR

25. Contingent liabilities and commitments (Continued)
(c)  Assets pledged

Exchange Fund debts pledged with the HKMA to facilitate

HWEE R T IEE RIS mismaE & the Group’s trading and market-making activities in
BEERZINERLSFETES Exchange Fund debts are as follows:
20194 20184
6H30H 12A31H
As at As at
30 Jun 2019 31 Dec 2018
EWGHBEERNERS Assets pledged with HKMA:
FREHE Wiz & Trading securities 4,143,591 3,718,420
DIA TR A HEF A L2 Financial assets at fair value through other
Yo 194 il comprehensive income 1,346,474 1,416,143
5,490,065 5,134,563
BB - Associated liabilities:
FEfE R R A A Trading liabilities 6,289,961 5,758,954

AT A% o B o R T B
A 2 R BUR e MR R R

The carrying amounts of the non-government bonds
pledged with unrelated financial institutions under

HRTHIfE repurchase agreements and the associated liabilities are
as follows:
20194 2018 4F
67300 12H31H
As at As at
30 Jun 2019 31 Dec 2018
[o] B o e T 2 AT 7 Assets pledged under repurchase
agreements:
FIEEERIRZ 54 Trading securities 78,520 500,000
AR R H RS E R AR M AT Financial assets at fair value through other
W ds 1 4 G e comprehensive income 1,172,877 1,676,716
DI A 51 IR A1) 4 RS Financial assets at amortised cost 188,345 469,964
1,439,742 2,646,680
MBI - Associated liabilities:
TR Deposits from banks 1,095,421 1,995,696
HAARE KR Other accounts and accruals 300,000 500,000
1,395,421 2,495,696
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Maturity analysis

The table below analyses the Group’s assets and liabilities into
relevant maturity groupings based on the remaining period at the

ZEENMAM - end of the reporting period to the contractual maturity date or,
where applicable, the earliest callable date.
HANE
@A IWANL
1A 5HT EALS 1R E
R EUF  3months Over 3 F5k
Repayable on Upto  orless but months ~ Over 1 year SERE NN At
W94 630 H At 30 June 2019 demand imonth overimonth  tolyear to5years Over5years  Indefinite Total
jifia Assets
Yok Cash and balences vith banks 2,568,429 11,815,115 - - - - - 1,4383,544
ERTIENER Placements with banks
Eliyea o maturing between one
and twelve months - - 437817 2,987,870 - - - 1,305,747
BB RS Trading securities - 423909 2518401 3,345,239 20,724 - - 6,308,273
PATEARHAEH  Financial assets at fair value
SHARBNAREE through profit or loss - 09373 119,144 - - - - 8517
fit4BIH Derivative financial instruments - 54,319 62,416 181,176 98,254 44,938 - 441,103
ERETRAMRA Advances and other accounts 7,898,249 22,847,136 12,868,760 16,461,427 39,060,516 40,591,904 1,110,175 140,838,167
DIAFEHEEESS  Financial assets at fair value
SAS A G through other comprehensive
faRERE income - 3404573 4051018 4200549  21,045345 11923744 114891 44,740,120
DIESAATIENSBEE Financial assets at amortised cost - 1203250 TT2618 2864174 4,871,343 - 13,380 9,814,776
B iR Investment in an associate - - - - - - 39%81% 3928136
HREHERRE Investments in jointly
controlled entities - - - - - - 100,190 100,190
i Goodwil - - - - - - 811,690 811,690
&g Intangible agsets - - - - - - 58,252 58,252
T ] e Premises and other fixed assets - - - - - - 1986586 1,086,586
fig% Investment properties - - - - - - 1,236,928 1,236,928
WBE AR Current income tax assets - - - 8 - - - 8
EUHREE Deferred income tax assets - - - - 103811 - - 10381
BEht Total assets 10,466,678 40,047,677 24,710,234 30,040,443 65,199,993 52,560,586 9,360,237 232,385,848
fifg Liabilities
G Deposits from banks 18836 1,288,177 524,290 - 831,279 - - 2,662,582
ik 2ETA Derivative financial instruments - 47,062 39,838 167,533 272,604 RPARVIL - 848,164
HEEE M AR Trading liabilties - 1,550,569 2413125 2,316,335 9,932 - - 6,289,961
KElig Deposits from customers 65,322,547 33,365,441 40,354,284 33,521,058 3,817,863 - - 176,381,193
ERhE Certiicates of deposit issued - 149,955 1514719 3,521,093 953,969 - - 6,139,736
A Subordinated notes - - - 1135 3762799 - - 5536370
HiRH kAL QOther accounts and accruals 50,366 1,830,327 500618 1,160,187 1,130,157 1,388,934 423,494 6,583,083
MEBEEE Current income tax liabiies - - - 322,646 - - - 322,646
EEREAR Deferred income tax liabilities - - - - 20,667 - - 20,667
flEhit Total liabilities 65,400,749 38,231,531 45,436,874 42,782,423 10,799,270 1,710,061 423,494 204,784,402
e liva Net liquidity gap 54,934,071) 1,816,146  (20,726,640) (12,741,980) 54,400,723 50,850,525 8,936,743 27,601,446
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26.  BMHIW () 26. Maturity analysis (Continued)

1AL
[3@A 3EAML
1A U 21 HEBLE
fiteg FUT  Imonths Over 3 F5E

Repayable on Uoto  orlesshut months  Overiyear — SEDE  EHAH A
WISEA3H At 31 December 2018 demand Tmonth overTmonth  tofyear  toSyears Overbyears  Indefinite Total
HiE Assets
RERERTMER Cash and balances with banks 2724891 13,628,463 - - - - - 16,353,354
TR 12MEAR Placements with banks
A maturing between one
and twelve months - - 5043398 5198587 - - - 10,241,980
BEEEMaMES  Trading securies - 4965 1830827 5,715,679 2,713 - - 76,184
DAFEAEHAES  Financil assets at fair value
SABRMA MER through profit or loss - 8732 118,751 - - - -4
fiEeMTA Derivative financial instruments - 87,175 48,757 136,351 17,324 337,436 - 727,043

P e yenil Advances and other accounts 7,711,067 23,504,338 12,279,188 16,566,629 35,398,001 39711485 1,027,109 136,197,907
WATEAEALES  Financial assets at fai value
AT A W through other comprehensive

femGE income - 2432106 1492047 8207397 20228939 9,090,709 118314 41,654,511
DIESKRATIEN 2B R Financial assets at amortised cost - 37955 687720 2501537 5559,164 - 13370 9141356
N Investment in an assocate - - - - - - 360597 3620597
LRBHERRE Investments in ointly

controlled entities - - - - - - 87,691 87,691
& Goodwil - - - - - - 811,690 811,690
i Intangible assets - - - - - - 58,252 58,052
{7 R b e Premises and other fixed assets - - - - - - 2040018 2,040,018
IS Investment properties - - - - - - 1236928 1236928
MiBEGE Current income tax assats - - - 1570 - - - 1570
BUERALE Deferred income tax assets - - - - 154,354 - - 154,354
Gihst Total assets 10,435,958 40285334 21509692 38417750 61478585 49,139,630 9,008,969 230,275,918
fifk Liabilties
Bta Deposits from banks 201545 1,207,258 865,493 660,892 822,368 - - 3,797,556
fik2MTA Derivative financial instruments - 131,75 63,923 156,670 108,405 12,520 - 473273
HEBEEMRNAR Trading liabilties - 1457043 2820408 1,471,633 9,870 - - 5,758,954
R Deposits from customers 66,043,102 34,826,336  42,929.808  26,268802 2,784,935 113,866 - 172,966,849
BBIE Certificates of deposit issued - 1704201 1073732 3110082 647,041 - - 653,076
lA s Subordinated notes - 1760548 - - 368853 - - 544908
HHIRE kAR QOther accounts and accruals 43247 3,815,585 571612 1,261,867 693,731 1411217 412,793 8200112
s ES & Current income tax liabilities - - - 594,098 - - - 594,098
REREARE Deferred income tax liabilities - - - - 20,774 - - 20,774
ffgAt Total liabilities 06,327,894  44902,746 48324976 33,514,044 8775658 1,537,663 412,793 208,795,774
i Net liquidity gap (55,891,930)  (4,617412) (26,815,284) 4,908,706 52,702,927  47,601967 8,396,176 26,480,144
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Fair value hierarchy

The Group measures fair values using the following hierarchy
that reflects the significance of the observable and unobservable
inputs used in the fair value measurement:

Level  Descriptions

1 Quoted prices (unadjusted) in active markets for identical
assets or liabilities. This level includes equity securities and
derivatives that are listed on exchanges.

2 Inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (that is,
as prices) or indirectly (that is, derived from prices). This level
includes the majority of the over-the-counter (“OTC”) derivative
contracts.

3 Inputs for the asset or liability that are not based on observable
market data (unobservable inputs). This level includes equity
and debt securities with significant unobservable components.

MM AR 5 5 -
WA EFEZ GE XA : Assets and liabilities measured at fair value:
B PE A P i Recurring fair value measurements
W1 s B3 it

20194E6 H30 H At 30 Jun 2019 Level 1 Level 2 Level 3 Total
W% Descriptions
DA TR 2 A HEE) Financial assets at fair value

FE AR 4 A through profit or loss

s i Debt securities - 6,636,790 - 6,636,790
AESRTE Derivative financial instruments

FERE MR Held for trading - 303,316 - 303,316

FEA S Held for hedging - 137,787 - 137,787
DA TR 2 A HEE) Financial assets at fair value

A A AL 2 i A through other comprehensive

14 B = income

[T Debt securities - 44,625,304 - 44,625,304

T 4 1 sl Equity securities 31,926 - 82,890 114,816
WAHEF R BEAFT  Total assets measured at fair value 31,926 51,703,197 82,890 51,818,013
DAVAEE R B A E) Financial liabilities at fair value

BN bR YL through profit or loss

FHERER® Held for trading - 6,289,961 - 6,289,961
SR TE Derivative financial instruments

FHEEE R Held for trading 620 270,522 - 271,142

FEA RS Held for hedging - 577,022 - 577,022
BATERIEZ AEART  Total liabilities measured at fair value 620 7,137,505 - 7,138,125
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27. ATVHEMER (FH)

BAVEF R EERAR ()

FUE R 3 OB E 2 MG B b iThE
PSS o MM E AT ES N

H A (EAIE -

HE20194F6 H30 H k68 H K 20184E12 H
31H AR A4 Al A I B A ik
HA T B 2 PSR 3 810 - METE (2 5 Bl

BB A o

27. Fair value hierarchy (Continued)

Assets and liabilities measured at fair value: (Continued)

Financial assets classified as Level 3 assets represent
investments in unlisted equity securities. They are stated at fair
value which approximates the cost.

For the six months ended 30 June 2019 and the year ended
31 December 2018, there were no transfers of financial assets
and liabilities into or out of the Level 3 fair value hierarchy. The

changes in carrying value represent the revaluation gains/losses.

BHEMATEFE Recurring fair value measurements
1 o 3 aF

2018%F 12 H 31 H At 31 Dec 2018 Level 1 Level 2 Level 3 Total
AES Descriptions
AT 2 HHEE) Financial assets at fair value

FEABIE SR through profit or loss

EHR R Debt securities - 7,948,667 - 7,948,667
MASRTE Derivative financial instruments

FERE R Held for trading - 289,399 - 289,399

FEH RS I Held for hedging - 437,644 - 437,644
DVAT R H S B Financial assets at fair value

FEA AL 2 g through other comprehensive

W& EE income

&2 Debt securities - 41541272 - 41541272

i 4 M 5 Equity securities 30,201 - 83,038 113,239
BANTEF R ZEEAST  Total assets measured at fair value 30,201 50,216,982 83,038 50,330,221
DIATHFE HHEE) Financial liabilities at fair value

FEARER R ARG G through profit or loss

HEEE R Held for trading - 5,758,954 - 5,758,954
i emTH Derivative financial instruments

FHERE RS Held for trading 589 351,459 - 352,048

T e S i Held for hedging - 121,225 - 121,225
WA TER R ABAT  Total liabilities measured at fair value 589 -

RHRITRERR AR 2019F P EIZEE RS
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FUBRA T B2 B 1 5 5 i 2 e 2 B s B 2 28. Reconciliation of operating profit before gains and losses on

BB A SRR BBLWA ()

certain investments and fixed assets to net cash flows from/

kR (used in) operating activities
#E6H30HIE6fH For the six months ended 30 June
2019 2018
MBETHRE REEEE2 I Operating profit before gains and losses on certain
TR AT 2 2 investments and fixed assets 1,198,004 1,560,729
AR A Net interest income (2,040,666) (2,113,753)
e Blicdi Dividend income (4,064) (5,527)
EEREER Credit impairment losses 91,360 38,185
TR A 2 B B T A Advances written off net of recoveries (128,734) (130,003)
e Depreciation 184,383 86,933
DI SO AT DU B SRR Provision for equity-settled share-based
2 compensation 843 391
Sy /ilst Interest received 3,639,302 3,092,539
EERED:) Interest paid (1,300,394) (730,837)
B Dividend received 4,064 5,527
B R AEE B2 EEE ) Operating profit before changes in operating
assets and liabilities 1,644,098 1,804,184
EEEE RAK BT Changes in operating assets and liabilities:
— B A 2 - money at call and short notice with an original
PEar:ira maturity beyond three months 3,174,569 (219,774)
~FEMHBEIMAZERGT - placements with banks with an original maturity
773K beyond three months 3,371,683 2,553,050
—FHEHE MG E S - trading securities 2,147,580 3,196,735
—fiEEMTE - derivative financial instruments 660,831 (228,890)
—AT-HRHE S - financial assets at fair value through profit or loss
AT ARG S (1,034) 161,300
UL ~ trade bills 497,801 (64,708)
- BFEX - advances to customers (8,757,697) (3,413,803)
- HibiRE - other accounts (798,071) (190,050)
=DV BB A - financial assets at fair value through other
Hofth 2T 4 1 4 U comprehensive income (4,404,871) (6,238,389)
— DV 1 AR 51 AR 0 4 L 1 - financial assets at amortised cost (696,508) 172,586
— R - deposits from banks (1,134,974) (68,874)
—FHERE &N AR — trading liabilities 531,007 (3,325,254)
—BFER - deposits from customers 3,414,344 1,193,687
— BT - certificates of deposit issued (399,641) (487,585)
—HiblH K - other accounts and accruals (2,012,431) 385,310
e 54, 7 Exchange adjustments 4,842 23,228
MARERIHRA ) (B4 Cash generated from/(absorbed by) operating activities 2,241,528 (4,747,247
KA BT RIAE R 2 A Interest paid on certificates of deposit issued (90,022) (110,191)
AR Hong Kong profits tax paid (459,957) (232,014)
MBS Overseas tax refunded - 1
KW/ (BT Bl4 3% Net cash from/(used in) operating activities 1,691,549 (6,089,451)
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29.

Operating segment reporting

Segment reporting by the Group is prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the
chief operating decision maker, including the Chief Executive
and other Executive Committee members, for the purposes of
resource allocation and performance assessment, is determined
on the basis of personal banking, commercial banking, treasury
and overseas banking business. Operating performances are
analysed by business activities for local banking business, and
on business entity basis for overseas banking business.

Considering the customer groups, products and services of
local businesses, the economic environment and regulations,
the Group splits the operating segments of the Group into the
following reportable segments:

o Personal banking business includes the acceptance of
deposits from individual customers and the extension of
residential mortgage lending, personal loans, overdraft,
vehicle financing and credit card services, and the
provision of insurance sales and investment services.

o Commercial banking business includes the acceptance
of deposits from and the advance of loans and working
capital finance to commercial, industrial and institutional
customers, and the provision of trade financing.

o Treasury activities are mainly the provision of foreign
exchange services and centralised cash management for
deposit taking and lending, interest rate risk management,
management of investment in securities and the overall
funding of the Group.

o Overseas banking businesses include personal banking,
commercial banking business activities provided by
overseas subsidiaries in Macau and China, and the
Group’s interest in a commercial bank in China.

o Others include results of operations not directly identified
under other reportable segments, corporate investments
and debt funding (including subordinated notes).

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with
individual segments are reported directly under respective
segments, while revenue and funding cost arising from inter-
segment funding operation and funding resources are allocated
to segments by way of transfer pricing mechanism with reference
to market interest rates. Transactions within segments are priced
based on similar terms offered to or transacted with external
parties. Inter-segment income or expenses are eliminated on
consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’
costs are allocated to various segments and products based
on effort and time spent as well as segments’ operating income
depending on the nature of costs incurred. Costs related to
corporate activities that cannot be reasonably allocated to
segments, products and support functions are grouped under
Others as unallocated corporate expenses.
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29. Operating segment reporting (Continued)
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BRE201946 H30HIL 6 H For the six months ended 30 June 2019
VNI E ) AT %5H
Personal Commercial ~ M%E#K  Overseas i} Inter- piFiy
Banking  Banking  Treasury  Banking Others  segment Total
WAL/ (k) Net interest income/(expenses) 869,560 620,672 359,078 248,834 (57,478) - 2,040,666
FRIEBIA/ (i) Non-interest income/(expenses) aTT896 92,784 (40,949) 69,248 21730 (498) 620,211
FEIA/ (BR) Total operating income/(0ss) 1,347,456 713,456 318,129 318,082 (35,748) (498) 2,660,877
B Operating expenses (194974)  (253510)  (83,810)  (251,145) 11,428 498 (1,371,513)
Tﬂl‘?— W R/ Operating profit/loss) before credt
v LM‘J/ (B58)  impairment (losses)/written back 552,482 459,946 234,319 66,937 (24,320) - 1,289,364
(FEWE (B /T Credit impairment (losses)/written back (116,498) 36,009 (5,085) (3,484) (2,302) - (91,360)
TIBESHLE (B) /&% Operating profit/loss) after credit
Z’g[{MJ /(R impairment (losses)/written back 435,984 495955 229,234 63,453 (26,622) - 1,198,004
BT ERE T Net (loss)/gain on disposal of other
1%5 /i fixed assets (2,545) - - 24 - - (2,521)
BEDAFEFEEIES  Netloss on disposal of financial
FALMREENAM  assets atfair value through other
FiE 2 T comprehensive income - - (24) - - - (24)
BAATREZREER  Impaiment loss on investment
in an associate - - - (70,000) - - (70,000)
- INTba & Share of results of an associate - - - 410,860 - - 410,860
PGSR ER EE  Share of results of jointly
controlled entities - - - - 12,499 - 12,499
BB/ (BE) Profit/(loss) before taxation 433,439 495,955 229,210 404,337 (14123 - 1,548,818
BRI /el Taxation (expenses)/credit (11,554 (81,758)  (37,806) (3,617) 476 - (194,259)
BB/ (BE) Profit/(loss) after taxation 361,885 414,197 191,404 400,720 13,64 - 1,354,559
BE201946 A30 A 1E6f8A For the six months ended 30 June 2019
TERBHER Depreciation and amortisation 40,258 8,519 3,210 31,927 100,409 - 184,383
201965307 As at 30 June 2019
IMEGE Segment assets 52,193,633 64,404,373 77,320,631 36,892,883 6,520,972  (4,946,644) 232,385,848
MRAE Segment liabilities 105,564,729 41,707,960 16,620,148 28,825,546 17,012,663  (4,946,644) 204,784,402
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29.

BRNERY () 29. Operating segment reporting (Continued)
B 201846 H 30 H 161 H For the six months ended 30 June 2018
BART WS LG IR
Personal  Commercial  MEEH  Overseas i Inter- Mt
Banking Banking  Treasury Banking Others  segment Total
RB A Net interest income 866,189 612,809 349,154 282,049 3,552 - 2,113,753
SRR/ () Non-interest income/(expenses) 501,859 104,784 (59,096 771,244 142,047 (498) 766,340
EEA Total operating income 1,368,048 717,593 290,058 359,293 145,599 (498) 2,880,093
BE Operating expenses (T44.645)  (226450) (74542 (244,488) 8,457 498 (1,281,179)
NHRESHE (B8 / Operating profit before credit
lﬁlﬁ‘ﬁﬁZéUﬁﬁiﬂ impairment (losses)/written back 623403 491134 215516 114805 154,096 - 1598914
ERHE (B8) /TR Credit impairment (losses)/written back (106,014) 58,541 263 8,768 257 - (38,185)
TRESHE (R / Operating profit after credit
[ R impairment (losses)/written back 517389 549675 215779 123573 154,313 - 1,560,729
hELME AR ZFER  Netloss on disposal of other fixed assets (218) - - (49) (1) - (268)
Hj%W AVEAFHEEAEE  Net gain on disposal of financial
SARMATIRGN4AE  assels atfair value through
QFZ elhen other comprehensive income - - 665 - - - 665
BANIREZREER  Impaiment loss on investment
in an associate - - - (408,000) - - (408,000)
Al NGV % Share of results of an associate - - - 409,941 - - 409,941
TEIGIREHERZE%  Share of results of jointly controlled entities - - - - 12386 - 12386
el Profit before taxation 517171 549,675 216444 130,465 166,698 - 1580,453
BB (i) /T Taxation (expenses)/credit (85,332 (90987) (35749  (28,144) 1,618 - (233,59
el Profit after taxation 431839 458,088 180695 107,321 168,316 - 1346859
HEI8FCHI0HIECTH For the six months ended 30 June 2018
IEREHEH Depreciation and amortisation 35,050 7,403 2719 2085 20,906 - 86933
2018412431 As at 31 December 2018
HEGE Segment assets 51,024,761 62,888,081 79,191,071 36,286,080 5,439,883 (4,653,958 230,275,918
HEAR Segment liabilities 102,006,201 41,070,943 17,714,209 28,405,278 19,163,101  (4,553,958) 203,795,774
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29.
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29. Operating segment reporting (Continued)

Revenues from external customers were contributed from
banking subsidiaries in Hong Kong, Macau and People’s
Republic of China, with major products and services including

deposit taking, extension of credit, asset-based finance,
securities investment services offered to customers.

The following tables provide information by geographical area,
which was determined with reference to the domicile of the legal
entities within the Group with business dealing and relationship

with, and services to external customers.

it 3 R
i1}
HH BRI Inter-
Hong Kong WM segment W
and Others Macau elimination Total
BE20194E6 130 HIL6M)]  For the six months ended
30 June 2019
B Operating income 2,452,478 208,897 (498) 2,660,877
B i s Profit before taxation 1,446,526 102,292 - 1,548,818
#R20194E6 H30H At 30 June 2019
B AR Total assets 213,975,244 22,117,823  (3,707,219) 232,385,848
AFAT Total liabilities 189,251,143 19,240,478  (3,707,219) 204,784,402
T B R Intangible assets and goodwill 318,667 551,275 - 869,942
BV TS Contingent liabilities and commitments 84,139,629 3,578,686 (93,707) 87,624,608
[ 5§, 73 T ]
Eilw
it A Inter-
Hong Kong M segment i
and Others Macau  elimination Total
HE20I8F6A30HIE6fH  For the six months ended
30 June 2018
EHEIA Operating income 2,643,462 237,129 (498) 2,880,093
B i s Profit before taxation 1,444,884 135,569 - 1,580,453
20184 12 A 31 H At 31 December 2018
BEAR Total assets 211,259,685 22,295,149  (3,278,916) 230,275,918
AfET Total liabilities 187,758,809 19,315,881  (3,278,916) 203,795,774
I Intangible assets and goodwill 318,667 551,275 - 869,942
A A ROk IE Contingent liabilities and commitments 82,738,028 __ 3,372,813 __ (102,489) _86,008,352

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019

47



48

a®
€D

BB 2 v 00 1 0 S e e )
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30.  AbEERBS 30. Currency concentrations
A B ARERAE20194-6 A 30 H.2 E 0 MHE The following sets out the net foreign exchange position in USD
b AR A & s 2 0 T AR (5 BR 2 A T AR and other individual currency that constitutes more than 10% of
EITAIMEFER10%) - S HANRE 2 R - the total net position in all foreign currencies as at 30 June 2019
and the corresponding comparative balances.
201946 H30 H % 2018412 A 31 H » & The Group did not have any structural foreign exchange position
A [ AT 45 W A M R A - R as at 30 June 2019 and 31 December 2018. The net option
TR TIARSE I A SN RE A 40 2 15 T RS I position is calculated in the basis of the delta-weighted position
T REEE - of all foreign currency option contracts.
201946 30 H
At 30 June 2019
JEfushge bl aat
W Other Total
F AR Macau  foreign  foreign
US dollars  Renminbi Pataca currencies currencies
SR B ST Equivalent in HK$ millions
BEHE Spot assets 63,901 16,600 11,287 7,782 99,570
RE A Spot liabilities (47,448)  (15,356)  (11,551) (9,263)  (83,618)
EIMEA Forward purchases 30,303 17,535 - 4,641 52,479
HHE Forward sales (45,958)  (18,499) - (3,175) (67,632
MR Net options position - - - - -
B/ (8) B4 Net long/(short) position 798 280 (264) (15) 799
20184F 12 H 31 H
At 31 December 2018
HAthshs A
MK Other Total
£t PN Macau foreign foreign
US dollars ~ Renminbi Pataca currencies currencies
iR INEN VST Equivalent in HK$ millions
A HRE Spot assets 60,969 14,883 10,894 5,691 92,437
B Spot liabilities (43,893)  (14,206)  (11,539)  (8,423)  (78,081)
HHIEA Forward purchases 29,060 13,612 1 7,359 50,032
B Forward sales (45,568)  (13,760) (160) (4,639  (64,127)
IR Net options position (34) - - 34 -
£/ (J8) 5 Net long/(short) position 534 509 (804) 22 261
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31. Additional analysis on claims and exposures

JAEII KR LA HE iy (R I A9 747

(@)

Gross advances to customers by industry sector classified
according to the usage of loans and analysed by

7Hr) percentage covered by collateral
20194:6 130 H 2018412 A31 H
As at 30 Jun 2019 As at 31 Dec 2018
jig k] Levit
S SR B ZALI R RE
ZHAR ZEMN
% of gross % of gross
R RS R advances FHEEL R advances
Outstanding covered Outstanding covered
balance by collateral balance by collateral
TR MR Loans for use in Hong Kong
TH4H Industrial, commercial
and financial
-WEHRR - Property development 4,805,720 66.7 5,411,554 69.4
-WERE — Property investment 15,628,726 96.9 15,930,681 98.7
-SRIt - Financial concerns 5,280,110 2.9 5,229,101 3.2
-REEL - Stockbrokers 1,493,194 33.3 1,711,512 28.2
—MEHTEE - Wholesale and retail trade 6,624,035 90.2 6,584,127 89.2
—HEE - Manufacturing 1,639,606 75.3 1,702,636 75.0
— 1B R - Transport and transport
equipment 3,665,713 7.5 3,691,151 73.1
— R4S - Recreational activities 100,431 99.8 103,057 99.8
— BB - Information technology 50,147 73.5 70,890 82.3
—Hit - Others 3,676,057 82.8 3,537,199 82.9
42,963,739 74.5 43,971,908 75.2
[N Individuals
—MRTREAILENS ] - Loans for the purchase of
[RABEREE ] flats in Home Ownership
RIHEERES Scheme, Private Sector
BFEEN Participation Scheme and
Tenants Purchase Scheme 604,050 100.0 632,804 100.0
—-EEE LA EER ~ Loans for the purchase of
other residential properties 28,466,088 100.0 26,609,223 100.0
—fEHFER - Credit card advances 3,675,620 - 3,721,632 -
—Hi - Others 12,966,405 51.4 12,927,451 51.3
45,712,163 78.2 43,891,110 77.2
TR0 I B Loans for use in Hong Kong 88,675,902 76.4 87,863,018 76.2
BORY (1) Trade finance (Note (1)) 8,587,679 62.1 9,265,660 62.8
T s DL AMEE PR Loans for use outside
R (#H©2) Hong Kong (Note (2)) 35,122,191 63.5 31,499,409 67.8
132,385,772 72.0 128,628,087 73.2
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31.
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31.

Additional analysis on claims and exposures (Continued)

(@)

Note:

Gross advances to customers by industry sector classified
according to the usage of loans and analysed by
percentage covered by collateral (Continued)

Trade finance shown above represents loans covering
finance of imports to Hong Kong, exports and re-exports
from Hong Kong and merchandising trade classified with
reference to the relevant guidelines issued by the HKMA.

Trade finance loans not involving Hong Kong (including
trade finance extended by the overseas subsidiary banks
of DSB) totalling HK$285,570,000 (31 December 2018:
HK$306,245,000) are classified under “Loans for use
outside Hong Kong”.

“Loans for use outside Hong Kong” include loans
extended to customers located in Hong Kong with the
finance used outside Hong Kong.
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31 B R R BRI BT () 31. Additional analysis on claims and exposures (Continued)

() FATES I 5 B (LA (a)  Gross advances to customers by industry sector classified
JHAE IR LA SZ AR i (R 19 A 1 according to the usage of loans and analysed by
T (#5) percentage covered by collateral (Continued)
A A R A R TR AR 10% For each industry sector reported above with loan balance
CANETE Y N TR E e € constituting 10% or more of the total balance of advances
31 AR B AR B AN £ R Y Bk to customers, the attributable amount of impaired loans,
BEEMRMT overdue loans, and individually and collectively assessed

loan impairment allowances are as follows:

201946130 H
As at 30 Jun 2019
Jig ¢k 1301
AR 19}
WK AEINA BEB3 Wl A
(BB3) Gross Wit Stage1and
ABR S Impaired advances Stage 3 Stage 2
Outstanding loans  overdue for impairment impairment
balance (Stage 3) over 3 months allowances allowances
ERBE RN AT Loans for use in Hong Kong
AN Industrial, commercial and financial
—WERY - Property investment 15,628,726 34,792 114,059 3,053 73,474
A Individuals
-BEHEE - Loans for the purchase of other
ES SN residential properties 28,466,088 19,775 18,530 1,347 21,259
FERHELSMERSE S Loans for use outside Hong Kong 35,122,191 198,725 187,865 79,330 118,105
2018412431 H
At 31 Dec 2018
B M1 &
AR LE59)
WEEH BR3EA FE3 LA
(E3) Gross BA%EA  Stage Tand
FERL R Impaired advances Stage 3 Stage 2
QOutstanding loans overdue for impairment impairment
balance (Stage 3)  over 3 months allowances allowances
ERFEBE RN AT Loans for use in Hong Kong
AN Industrial, commercial and financial
WG - Property investment 15,930,681 46,826 39,278 3417 89,814
IN Individuals
-EEHEE - Loans for the purchase of other
ESEE residential properties 26,609,223 27,406 14,575 1,807 18,520
FERWELAMERMER  Loans for use outside Hong Kong 31,499,409 200,458 182,600 90,693 122,411
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31 fEhE R R BB WA AT ()

() HBIAE 1 R A

R RCHRAT 6 (3 B
SU) > LA 3B b K e S 1 J B A
BT T B i 4 R e o K
S R P8 2 AT RS 5
TR & E 2 B R LU -
H R R R AT B L T SR T I

31. Additional analysis on claims and exposures (Continued)

(b)  Mainland activities exposures

The analysis of Mainland activities exposures is based on
the categories of non-bank counterparties and the type of
direct exposures defined by the HKMA under the Banking
(Disclosure) Rules with reference to the HKMA Return of
Mainland Activities, which includes the Mainland activities
exposures extended by DSB and its Mainland subsidiary

N TR 2 K e S 1) SRR AR o bank only.
KREAKEN B AR
R it B
On-balance Off-balance B
2019464300 As at 30 June 2019 sheet exposure  sheet exposure  Total exposures
1. FPRERT » A ABBEA 1. Central government, central government-owned
BRERIME AAfaE entities and their subsidiaries and joint
A ([ RERT) ventures (“JV"s) 9,366,428 291,822 9,658,250
2T BB BBk 2. Local governments, local government-owned
REMER AfeaA entities and their subsicliaries and JVis 1,629,426 317,654 1,947,080
3 AT 2 B R 3. PRC nationals residing in Mainland China or other
BRI B R A entities incorporated in Mainland China and
AWM AARGEAT their subsidiaries and JVs 13,979,350 1,352,217 15,331,567
4 KB LTS H 2R 4, Other entities of central government not reported
BRI A initem 1 above 2,268,521 61,789 2,330,310
SRHTE LB IESM2MT 5. Other entities of local governments not reported
B tik in item 2 above 591,574 6,145 597,719
6. FEEPE AL 2 BES 6. PRC nationals residing outside Mainland China or
TEr B R A DA 1 R entities incorporated outside Mainland China
T 95 0 5 S o R 1 S A where the credits are granted for use in
Mainland China 12,003,089 367,804 12,370,893
7 Ut A ET > HRRERME 7. Other counterparties where the exposures
K RTEER are considered to be non-bank Mainland
B China exposures 1,293,039 36,220 1,329,259
41,131,427 2,433,651 43,565,078
KEaa RIS THEAR  Total assets of DSB and its Mainland subsidiary
G  BE A bank after provision 215,330,270
EEAEEMMARELEES3  On-balance shest exposures as percentage
B of total assets 19.10%
it Note:

ot B R B G4 A PR

HAE % PRz B8 -

The balances of exposures reported above include gross

advances and other balances of claims on the customers.
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31. Additional analysis on claims and exposures (Continued)

(Z) Hf A BT 0 I b A (%) (b)  Mainland activities exposures (Continued)
BEAREN BEA R
ff B 4 it b 48
On-balance Off-balance R
0184 12A31H As at 31 December 2018 sheetexposure  sheet exposure  Total exposures
1. B > B 1, Central government, central government-owned
B R A f AT entities and their subsidiaries and JVs 9,982,126 305,735 10,087,861
2 B OTBOEEA BB 2. Local governments, local government-owned
RAWE AAREELT entities and their subsidiaries and JVs 1,504,724 371,992 1,876,716
3. AR N2 B RS 3. PRG nationals residing in Mainland China or other
R AL 9 E A entities incorporated in Mainland China and
RARBARRGEAR their subsidiaries and JVis 13,135,384 1,046,751 14,182,135
4 FHELRE-TEE Rz 4. Other entities of central government not reported
BRI E A Btk in item 1 above 1,154,781 9,049 1,164,730
5ORERE LI IRSH M 5. Other entities of local governments not reported
BRI EAL B in item 2 above 643,794 6,616 650,410
6. BEETENLMZERS 6. PRC nationals residing outside Mainland China or
TEFE Pt DASIMRT Y BA » entities incorporated outside Mainland China
i B S R S where the credits are granted for use in
Mainland China 9,618,828 359,654 9,978,482
7 KM GHT > EEREGSE 7. Other counterparties where the exposures
R AR FRITEER are considered to be non-bank Mainland
il China exposures 1,000,366 - 1,000,366
37,040,003 2,100,697 39,140,700
KEar B A B AR Total assets of DSB and its Mainland subsidiary
LAk B At bank after provision 213,334,791

REARKANERRIEE At
(41

On-balance shest exposures as percentage
of fotal assets
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31, R R R B AN A (A 31. Additional analysis on claims and exposures (Continued)
(1) ST 2 57 B AR R i & (c)  Analysis of gross advances to customers and overdue
# loans by geographical area
& PR WA T T A 25 1 L Advances to customers by geographical area are
Wi R % 2 S S F e A - — classified according to the location of the counterparties
WS o E SR IER R AL S after taking into account the transfer of risk. In general,
BT AR 2 e > JRF RS o risk transfer applies when an advance is guaranteed by a
party located in an area which is different from that of the
counterparty.
TR MO EEE R The following table analyses gross advances to
B & PR R AR B 045 A AT customers, individually impaired advances to customers,
i Y (T AR 42 [ 0 A overdue advances to customers, and individually
and collectively assessed impairment allowances by
geographical area.
BB 1R
W% £k [:1:9)
(BEBE3) o REBE3 B e
% PR Impaired %Atk WM Stage1and
Gross  advances to Overdue Stage 3 Stage 2
advances to customers  advances to impairment impairment
20194630 H As at 30 June 2019 customers (Stage 3) customers allowances allowances
i Hong Kong 109,602,814 714,176 479,843 303,095 479,539
i China 7,229,508 69,380 95,118 14,127 40,051
il Macau 14,039,898 57,074 57,074 13,333 15,761
iy Others 1,513,552 2,956 11,100 - 6,409
132,385,772 843,586 643,135 330,555 541,760
LY
WK H3% L)
(FEEe3) il M3 (B e
EF Impaired EF WEER  Stage1and
Gross  advances to Overdue Stage 3 Stage 2
advances to customers advances to impairment impairment
2018F12H31H As at 31 December 2018 customers (Stage 3) customers allowances allowances
i Hong Kong 105,025,978 832,748 441,976 332,656 479,963
1 China 7,442,961 75,691 66,817 12,147 46,637
U Macau 14,456,832 59,521 59,521 17,867 16,860
Hits Others 1,702,316 2,206 12,795 319 7,474
128,628,087 970,166 581,109 362,989 550,934
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31 BB R BRI BT () 31. Additional analysis on claims and exposures (Continued)
(T) BBt (d)  International claims

I A R T R ) A
% o ARYE A 5y T 10 T AF T 9% 2%
SN AE 5 T fe ST JE B o — %
ME o 855 FMEREEdH7E R
B RN — R > SURITEERE—
M SRAT AV AN AT > T A i
ARTBEER > A G s m b b — &
R E R —BER - &5t AT 2
TR RE 1% o LA I R A AR
10% 8k A b 2 [ 3507 15 355 -

The information of international claims discloses
exposures to foreign counterparties on which the ultimate
risk lies, and is derived according to the location of the
counterparties after taking into account any transfer of
risk. In general, transfer of risk from one country to another
is recognised if the claims against a counterparty are
guaranteed by another party in a different country or if
the claims are on an overseas branch of a bank whose
head office is located in a different country. Only regions
constituting 10% or more of the aggregate international

claims after taking into account any recognised risk
transfer are disclosed.

FRATRA BB
Non-bank private sector
ER i
KAl E
T 5 Bk Non-bank YN TEEHE S
201946 J130H At 30 June 2019 WAT Official financial Non-financial Total
HHEBT In millions of HK$ Banks sector institutions private sector claims
B D Offshore centres 7,109 16,038 9,700 131,458 164,305
—Hip Fif - of which: Hong Kong 6,059 13,484 9,448 115,461 144,452
IR K[ Developing Asia and Pacific 26,886 2,159 908 14,977 44,930
—Ho - of which: Mainland China 20,480 2,079 496 12,229 35,284
FERITR AR
Non-bank private sector
2?5% B
SRR Fam
Evil 4 Non-bank YN {i fHE
2018412 431 H At 31 December 2018 i Official financial  Non-financial Total
HEBT In millions of HK$ Banks sector institutions  private sector claims
BEE L Offshore centres 6,179 17,390 8,324 125,961 157,854
—Hi Fi - of which: Hong Kong 4,874 15,327 8,034 109,858 138,093
BREPL AR Developing Asia and Pacific 30,328 1,651 976 14,380 47,335
—HA - of which: Mainland China 24,160 1,575 606 12,165 38,506
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32.
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32.

Related-party transactions

(@)

The Group enters into various continuing connected
transactions with related parties including the holding
company, fellow subsidiaries of the Group, companies
directly or indirectly controlled or significantly influenced
by the shareholders or directors of the holding company.

All continuing connected transactions were conducted in
the ordinary and usual course of business of the Group,
on normal commercial terms, and in accordance with the
relevant agreements on terms that are fair and reasonable
and in the interests of the shareholders of the Company as
a whole.

The Company and its wholly-owned subsidiaries within
the Group received and incurred income and expense
from the continuing connected transactions (within the
definition of Rule 14A.31 of the Rules Governing the Listing
of Securities on The SEHK (the “Listing Rules”)) entered
into with the holding company and fellow subsidiaries
during the period. The aggregate values of these
transactions are within or consistent with the respective
annual caps applicable to the Group pursuant to Rules
14A.53 and 14A.54 of the Listing Rules.

The Group provides credit facilities to, and takes deposits
from, the Group’s key management personnel, their close
family members and entities controlled by them. During
the first half of 2019, there were no significant changes
in the balances of these credit facilities and deposits
compared to the positions at 31 December 2018.

Key management personnel of the Company are executive
directors and there were no significant changes to their
remuneration terms in the six months ended 30 June
2019.
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Risk management

The Group recognises the changing nature of risk and manages
it through a well-developed management structure.

Risk management is focused on credit risk, market risk, interest
rate risk, liquidity risk, operational risk, reputation risk and
strategic risk. Credit risk occurs mainly in the Group’s credit
portfolios comprising commercial and retail lending, equipment
and hire purchase financing, and treasury and financial
institutions wholesale lending.

Market risk arises mainly from Treasury Division (“TRD”) and
is associated principally with the Group’s on- and off-balance
sheet positions in the trading book and its investment securities.

Interest rate risk means the risk to the Group’s financial condition
resulting from adverse movements in interest rates.

Liquidity risk is the risk that the Group is unable to fund
increases in assets or meet its payment obligations associated
with its financial liabilities when they fall due without incurring
unacceptable losses.

Operational risk is the risk of loss (direct or indirect) resulting
from inadequate or failed internal processes, people and
systems or from external events.

Reputation risk is the risk arising from the potential that negative
publicity regarding the Group’s business practices, operational
errors or operating performance, whether true or not, could
cause customer concerns or negative view, decline in the
customer base or market share, or lead to costly litigation or
revenue reductions.

Strategic risk generally refers to the corporate risk that may
bring significant immediate or future negative impact on the
financial and market positions of the Group because of poor
strategic decisions, unacceptable financial performance, and
inappropriate implementation of strategies and lack of effective
response to the market changes.

The other risk management aspects are disclosed below.
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33.

Risk management (Continued)

(a)

(b)

The risk management structure of the Group

The Board of Directors has the broad overall responsibility
for the management of all types of risk. The responsibilities
of the Board in relation to risk control are:

o the approval of the overall strategy and policies
to ensure that credit and other risks are properly
managed at both the transaction and portfolio
levels;

o the management of risk, both financial and non-
financial, conducted through operational and
administrative control systems including the
operation of the Group Audit Committee (“AC”);
review of key results (against forecasts), operational
statistics and policy compliance; and

o the review of financial performance by analysis
against approved budgets and analysis of variations
in key non-financial measures.

The Risk Management and Compliance Committee
(“RMCC”) has been delegated the authority to oversee and
guide the management of different risks which are more
particularly managed and dealt with by Group Risk Division
(“GRD”) and different functional committees.

Group Risk function

The independent Group Risk function is responsible for
ensuring that policies and mandates are established for
the Group as a whole. GRD monitors and reports the
Group’s risk positions to the Board via the RMCC, sets
standards for the management of financial risks and
data integrity and ensures that the financial risks are fully
considered in the product planning and pricing process.
GRD reviews and manages all credit and risk exposure
policies for the Group including the approval of exposures
to new markets, economic sectors, organisations,
credit products and financial instruments which expose
the Group to different types of risks. In determining
risk policies, GRD takes into account the guidelines
established by the HKMA, business direction, and risk
adjusted performance of each business.

The Group’s risk management expertise continues
to advance the overall quality of the Group’s lending
portfolios, and enables the Group to meet the changing
regulatory requirements and enter into credit exposures
with the confidence that it understands the associated
risks and rewards.
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Risk management (Continued)

(b)

(c)

(d)

Group Risk function (Continued)

The Group continues to evolve its risk management
capabilities under the aegis of the Head of GRD, with
increasing focus of its risk strategy on risk and reward
and returns on capital. The Group uses a range of risk
measurement and analytical tools in its management of
various risks which it faces in its day-to-day businesses
and these are continually being enhanced and upgraded
to reflect the ever-changing business needs and the
requirements of the regulators.

Credit committees

The Group has a Group Credit Committee (“GCC”) for
approving major credit limits. The Credit Management
Committee (“CMC”) and the Treasury and Investment
Risk Committee (“TIRC”) are the functional committees
responsible for approving and recommending policies,
limits and mandates for risk control in loans and treasury
business respectively. The credit risk function, while set up
to support the business areas, reports solely to the GRD.

Strategy in using financial instruments

The Group accepts deposits from customers at both fixed
and floating rates, and for various periods, and seeks to
earn positive interest margins by investing and lending
these funds in a wide range of assets. The Group seeks
to increase these margins by consolidating short-term
funds and lending for longer periods at higher rates, while
maintaining sufficient liquidity to meet all claims that might
fall due.

The Group also seeks to apply its interest margins through
its lending to commercial and retail borrowers and to
charge customers appropriate fees and commission,
taking into consideration credit risk and market conditions.
Such exposures involve not just on-balance sheet loans
and advances, as the Group also enters into guarantees
and other commitments such as letters of credit,
performance bonds and other bonds.

The Group also trades in financial instruments where it
takes positions in exchange-traded and OTC instruments,
including derivatives, to take advantage of short-term
market movements in equities and bonds and in currency
and interest rate. The Board places trading limits on the
level of exposures that can be taken in relation to market
positions. Apart from specific hedging arrangements,
foreign exchange and interest rate exposures are normally
offset by entering into counterbalancing positions
(including transactions with customers or market
counterparties), or by the use of derivatives, thereby
controlling the variability in the net cash amounts required
to liquidate market positions.
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33.

Risk management (Continued)

(d)

(e)

Strategy in using financial instruments (Continued)

The Group also uses interest rate swap and other interest
rate derivatives to mitigate interest rate risk arising from
changes in interest rates that will result in decrease
in the fair value of fixed rate assets or increase in the
fair value of fixed rate liabilities. Part of these financial
instruments are designated as fair value hedges, and the
terms of hedge including hedged item, amount, interest
rates, hedge period and purpose are determined and
documented at the inception of each fair value hedge.
Hedge effectiveness is assessed at inception on a
prospective basis and is reassessed, on an ongoing basis,
based on actual experience and valuation. Fair value
hedge relationships that do not meet the effectiveness
test requirement of hedge accounting are discontinued
with effect from the date of ineffectiveness of the fair value
hedge.

Credit risk

The Group’s main credit risk is that borrowers or
counterparties may default on their payment obligations
due to the Group. These obligations arise from the
Group’s lending and investment activities, and trading of
financial instruments (including derivatives).

The Group has a GCC for approving major credit
exposures. The CMC and TIRC are the committees
responsible for credit policy formulation and portfolio
monitoring of the loan and treasury businesses
respectively. These committees are all chaired by the
Chief Executive with certain Executive Directors and
senior business and credit officers as members. Credit
risk measurement, underwriting, approval and monitoring
requirements are detailed in credit policies.

The Group manages all types of credit risk on a prudent
basis. Credits are extended within the parameters set
out in the credit policies and are approved by different
levels of management based upon established guidelines
and delegated authorities. Credit exposures, limits and
asset quality are regularly monitored and controlled by
management, credit committees and GRD. The Group’s
internal auditors also conduct regular reviews and audits
to ensure compliance with credit policies and procedures
and regulatory guidelines.

The Group has established policies and processes for the
approval and review of new products and activities, and
credit policies with details of the loan grading, or credit
scoring, processes and impairment policies.
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Risk management (Continued)

(e)
(i)

(i)

Credit risk (Continued)

Credit risk exposures

Standard & Poor’s, Moody’s and Fitch are the external
credit assessment institutions (“ECAIs”) that the Group
uses for the assessment of its credit risk exposures to
banks, sovereigns, public sector entities, and collective
investment schemes as well as securitisation exposures
and exposures to rated corporates. The Group also has
an internal grading methodology for assessing credit
exposures to unrated corporates.

The process it uses to map ECAI issuer ratings to
exposures booked in its banking book follows the process
prescribed in Part 4 of the Banking (Capital) Rules.

Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from
OTC derivative transactions, repo-style transactions and
credit derivative contracts booked in its banking book or
trading book. The credit risk exposures associated with
these contracts are predominantly their current exposures
(i.e. the positive mark-to-market values favourable
to the Group). These credit risk exposures together
with potential exposures from market movements are
managed as part of the overall lending limits allowed to
counterparties. Collateral or other security is generally not
obtained for such credit risk exposures except variation
margin to cover credit risk exposure arising from OTC
derivative transactions under credit support arrangement
with counterparties pursuant to the margin standards
set out in the HKMA’s SPM CR-G-14 on “non-centrally
cleared OTC derivatives transactions”.

Settlement risk arises in situations where a payment in
cash or a delivery of securities or equities is made in
expectation of a corresponding receipt in cash, securities
or equities. To mitigate settlement risk, daily settlement
limits are established for individual counterparty on the
aggregate of all settlements on a day. The Group will also
enter into netting arrangements and make settlement on
the basis of delivery against payment as appropriate.

Under the terms of the current collateral obligations of
the Group with respect to derivative contracts, collateral
movements are not linked with the credit ratings of the
Group (31 December 2018: Nil).

The Group has in place the policies and procedures to
control and monitor wrong-way risk, including requiring
prior approval before entering into prescribed wrong-way
risk deals.
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33.

Risk management (Continued)

(e)
(i)

(f)

Credit risk (Continued)
Credit risk mitigation

The credit risk mitigation techniques used by the Group
are generally those recognised by the Banking (Capital)
Rules for reduced capital weighting. Common types
of collateral obtained are cash deposits, real estate
properties, equipment and vehicles. For certain types of
advances to customers, the Group also places reliance on
guarantees issued by governments, public sector entities
and corporates with acceptable credit rating.

The values of real estate properties taken as collateral
are appraised before the loan can be drawn. For property
collateral supporting problem accounts, their open
market values are appraised at least every three months.
For property collateral that has been repossessed, the
Group’s policy is to arrange for realisation as soon as
practicable.

Market risk

Market risk is the risk of losses in assets, liabilities and off-
balance sheet positions arising from movements in market
rates and prices.

Market risk exposure for different types of transactions
is managed within various risk limits and guidelines
approved by the Board, the RMCC and the TIRC under
the authority delegated from the Board. Risk limits are
set at the portfolio level as well as by products and
by different types of risks. The risk limits comprise a
combination of notional, stop-loss, sensitivity and value-
at-risk (“VaR”) controls. All trading positions are subject
to daily mark-to-market valuation. The Risk Management
and Control Department (“RMCD”) within the GRD, as an
independent risk management and control unit, identifies,
measures, monitors and controls the risk exposures
against approved limits and initiates specific actions to
ensure positions are managed within an acceptable level.
Any exceptions have to be reviewed and sanctioned by
the appropriate level of management of TIRC, RMCC
or the Board as stipulated in the relevant policies and
procedures.

BCM and DSB China, which are subsidiaries of DSB, run
their treasury functions locally under their own set of limits
and policies and within the overall market risk controls set
by DSB. The RMCD of DSB oversees and controls the
market risk arising from the treasury operations of BCM
and DSB China.

The Group applies different risk management policies and
procedures in respect of the market risk arising from its
trading and banking books.
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Risk management (Continued)

(f)
(i)

Market risk (Continued)
Market risk arising from the trading book

The following descriptions relate to DSB and BCM.

In the Group’s trading book, market risk is associated
with trading positions in foreign exchange, debt securities,
equity securities and derivatives.

(1) Market risk measurement technique

In the management of market risk, the Group
measures market risks using various techniques
commonly used by the industry and control market
risk exposures within established risk limits. The
major measurement techniques used to measure
and control market risk are outlined below.

e Value at risk

The Group applies a VaR methodology, which
is a statistically based estimate, to measure the
potential loss of its trading portfolio from adverse
market movements. It expresses as the maximum
amount the Group might lose given a certain level
of confidence, which for the Group is 99% for a one
day holding period. There is therefore a specified
statistical probability that actual loss could be
greater than the VaR estimate. Hence, the use of
VaR does not prevent losses outside the VaR limits
in the event of extreme market movements.

The VaR model assumes a certain “holding period”
(one day in the case of the Group) until positions
can be closed. It is calculated based on the current
mark-to-market value of the positions, the historical
correlation and volatilities of the market risk factors
over an observation period of one calendar year
using a method known as historical simulation
approach.

The VaR model is continuously validated by back-
testing the VaR results for trading positions. All
back-testing exceptions are investigated and back-
testing results are reported to senior management.
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33, bR () 33. Risk management (Continued)
Q) Wwmmk ) (f)  Market risk (Continued)
(i)  HHEERZ %85 () () Market risk arising from the trading book (Continued)
()  TismEERE Rk () (1) Market risk measurement technique (Continued)
o HIGEBREE (4) e Value at risk (Continued)
R 717 453 o B S o A AR 1 2 T As VaR constitutes an integral part of the
B E AN —EER Group’s market risk control regime, VaR limits
i EHGRHERMECZRG are established and reviewed by the Board and
WA E B A SO AR T its delegated committees at least annually for all
JE B (B A I Ay i 2 4 SR trading positions and allocated to business units.
M A =D RAERER o B Actual exposures, including VaR, are monitored
T HR R W e g R LA i against limits on a daily basis by RMCD. Average
353 JE Bt SO B D e L daily VaR for the Group for all trading activities
B AT AR B during the six months ended 30 June 2019 was
20196 H30H 126 A HK$2,850,000 (year ended 31 December 2018:
N4 B 22 5 1 B 2 Th 35 JE B B8 HK$2,887,000).
{H H 1 52,850,000 # 7 (#
Z20184F12 H31H IE4F & -
2,887,000 % 75)
o BTN o Stress tests
JBE 3 10t AL s 95 35 T Stress tests provide an indication of the potential
W AR 2 H % o BB size of losses that could arise in extreme conditions.
S B P A AT A JRE T The stress tests carried out by RMCD include: risk
LA ¢ R R IR factor stress testing, where stress movements are
T T TE 4 R B A PR AT AR TR applied to each risk category; and scenario stress
JEEJIAR B 5 T A 5 R T W - testing, which includes applying possible stress
Tk By MR A FE T e R ) S IE events to specific positions or portfolios. Besides,
PR A AT - the expected shortfall of the trading portfolio is
WAL IREHERHERE s A measured to evaluate the expected size of extreme
B 2 TR B LT AL O 4 1 trading loss beyond a specified confidence level
E B KCF Fi i =45 A 0 and over a longer holding period. In addition,
R BN s 4R R TE ET R reverse-stress tests are performed as a useful tool
F55 o AN > e AT 0 R ) to evaluate the maximum size of market stress that
fE B —TEA M T H RS A E the Group can endure before hitting the prescribed
VB 7% i R 22 T 25 2 K i tolerable levels.
PR SZ T ) SR R 43
JBE 7 G 2 4t R o o S T The results of the stress tests are reviewed by the
M2 % B R - Board and its delegated committees regularly.
() TR E R (2)  VaR summary of trading portfolio
WE 201946 130 HILZ 6 H BE20184F 12 A31 HibZ 1218 A
6 months to 30 Jun 2019 12 months to 31 Dec 2018
R B 7417 4 i5d] s
Average High Low  Average High Low
A1 e Foreign exchange risk 2,401 3,026 1,940 2,360 3,170 1,510
By Interest rate risk 1,367 2,245 737 1,429 3,769 744
S E b All risks 2,850 3,718 2,071 2,887 4,592 1,906
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Risk management (Continued)

(f)
(i)

Market risk (Continued)
Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly
associated with positions in debt and equity securities.

(1) Market risk measurement technique

Within the risk management framework and
policies established by the Board and its delegated
committees, various limits, guidelines and
management action triggers are established to
control the exposures of the Group’s banking book
activities to foreign exchange risk, interest rate risk,
and price risk. In particular, position and sensitivity
limits and price triggers are in place to control the
price risk of the investment securities. In addition,
sensitivity analysis and stress testing (including
reverse-stress testing) covering shocks and shifts
in interest rates on the Group’s on- and off-balance
sheet positions and credit spreads on the Group’s
investment securities are regularly performed to
gauge the market risk inherent in the Group’s
banking book portfolios and manage it against the
established control measures.

VaR methodology is not used to measure and
control the market risk of the banking book.

(2)  Foreign exchange risk

The Group has limited net foreign exchange
exposure (except for USD, Macau Pataca (“MOP”)
and Renminbi (“RMB”)) as foreign exchange
positions and foreign currency balances arising
from customer transactions are normally matched
against other customer transactions or transactions
with the market. Foreign exchange exposure of
the non-trading portfolio in respect of MOP and
RMB arise mainly from the operation of overseas
subsidiaries in Macau and Mainland China. The net
exposure positions including the trading and non-
trading portfolios, both by individual currency and in
aggregate, are managed by the TRD of the Group
on a daily basis within established foreign exchange
limits.

Long-term foreign currency funding, to the extent
that this is used to fund Hong Kong dollar assets,
or vice versa, is normally matched using foreign
exchange forward contracts to reduce exposure to
foreign exchange risk.
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33.

Risk management (Continued)

(f)
(i)

(9

Market risk (Continued)
Market risk arising from the banking book (Continued)
(8) Interest rate risk

The framework adopted by the Group to measure
interest rate risk exposures arising from its banking
book positions is consistent with the guidelines set
out by the HKMA in its Supervisory Policy Manual
(“SPM”) on Interest Rate Risk Management. From
an earnings perspective, interest rate risk is the risk
that the net income arising from future cash flows
of a financial instrument will fluctuate because of
changes in market interest rates. From an economic
value perspective, interest rate risk is the risk that
the economic value of a financial instrument will
fluctuate because of changes in market interest
rates. The Group takes on interest rate risk from
both perspectives in the banking book. As such,
the interest margins or net interest income and
the economic value of the capital may increase or
decrease as a result of such changes or in the event
that unexpected movements arise. The Board and
the Asset and Liability Management Committee
(*ALCQO”) set limits on the level of mismatch of
interest rate repricing that may be undertaken and
monitor the interest rate impacts through scenario
analysis and stress testing regularly.

Liquidity risk

Liquidity risk is the risk that the Group is unable to fund
increases in assets or meet its payment obligations
associated with its financial liabilities when they fall due
without incurring unacceptable loss.

The Group manages its liquidity on a prudent basis with
the objective to comply with the statutory standard and
to ensure that there is an adequate liquidity and funding
capacity to meet normal business operations and to
withstand a prolonged period of liquidity stress of not
less than a month. The Group has adopted the Liquidity
Maintenance Ratio (“LMR”) and the Core Funding Ratio
(“CFR”) as the regulatory standards specified by the HKMA
for reporting the Group’s liquidity position. During the
period, the Group had maintained a sufficiently high LMR
and CFR well above the statutory minimum of 25% and
75% respectively.
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Risk management (Continued)

(9

Liquidity risk (Continued)

Moreover, the Group has maintained a sound liquidity risk
management framework in accordance with the HKMA'’s
requirements set forth in the SPM LM-1 on “Regulatory
Framework for Supervision of Liquidity Risk” and the
SPM module LM-2 on “Sound Systems and Controls for
Liquidity Risk Management”. The SPM LM-1 is to provide
the approach adopted by the HKMA for supervising
and assessing the liquidity risk of banks while the SPM
LM-2 is developed to implement the liquidity sound
principles formulated by the Basel Committee on Banking
Supervision (“Basel Committee”) to strengthen the liquidity
risk management standards of banks.

Liquidity risk management is governed by the policy and
framework approved by the Board, which delegates to
the Group’s ALCO to oversee liquidity risk management.
The ALCO regularly reviews the Group’s loan and deposit
mix and changes, funding requirements and projections,
and monitors a set of liquidity risk metrics, including the
LMR, CFR and maturity mismatch on an ongoing basis.
In addition, material changes in the liquidity risk metrics
together with any corresponding proposed mitigation
actions will be reviewed by ALCO. Appropriate limits or
triggers on these risk metrics are set and sufficient liquid
assets are held to ensure that the Group can maintain
a sufficient level of stable funding to support its asset
growth. The TRD is responsible for the day-to-day
management of funding and liquidity position while the
RMCD is responsible for the measurement and monitoring
of liquidity risk exposures on a daily and monthly basis,
and also conducting liquidity analysis and stress testing.
The Financial Control Division handles regulatory reporting
in relation to liquidity risk, and coordinates the regular
forecast of loans and deposits, and LMR, CFR, budget
and analysis relating to liquidity and funding management.

The Group places considerable importance to establish
a diversified and stable funding. While customer deposits
form the primary portion of the Group’s funding,
certificates of deposit and medium term notes are issued
at opportune time in order to lengthen the funding maturity
and optimise asset and liability maturities. Short-term
interbank deposits are taken on a limited basis with the
aim of maintaining the presence in the market and the
Group is a net lender to the interbank market.
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33.

Risk management (Continued)

(9

Liquidity risk (Continued)

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons,
including the next day, week and month, which are key
periods for liquidity management. The starting point
for those projections is an analysis of the contractual
maturity of the financial assets and liabilities as well as
the expected maturity of these assets and liabilities based
on historical observations. The cash flow projections also
take into account the historical behaviour of off-balance
sheet items, including undrawn lending commitments and
contingent liabilities such as standby letters of credit and
guarantees. The Group always maintains an adequate
liquidity cushion, which is composed of high quality
marketable securities with sufficient market depth to meet
its liquidity needs at all times, even under adverse market
conditions. Eligible securities in the cushion mainly have
low risk and simple structure and can be readily sold or
used as collateral to obtain funds within a short period of
time. Debt securities held are marked to the market on
daily basis to ensure their market liquidity.

WL
In million of HK$
REgig 20194E6 4300 20184 12131H
Internal JEAHE R As at As at
categorisation  Basic Criteria 30 June 2019 31 December 2018
B MR CE T 22 TTRRYE R B BIURY ~ 2B 3R SRAT - A B R AL 14,354 15,588
BTN AT AR IR TR RE B 0% A (8
Tier 1 Marketable securities issued or guaranteed by government,
multilateral development banks, relevant international
organisations and public sector entities with a 0% risk weight
under the Basel Il Standardised Approach
H2AM MR R TR B WO BURY ~ 2B B IRARAT - NE R 3,755 3,332
T A SE AT SR DR B RE T 5 20% 1Y A B 55
Tier 2A Marketable securities issued or guaranteed by government,
multilateral development banks, public sector entities and non-
financial corporate entities with a 20% risk weight under the
Basel Il Standardised Approach
H2BH 2HBAREER LT R E Gy [ B & 29,832 27,758
| AR MR R T S R HA R 7
Tier 2B Other marketable securities issued or guaranteed by corporate

or financial institutions with at least an investment grade and
those securities that may be included in “liquefiable assets”
under the liquidity maintenance ratio.
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Risk management (Continued)

(9

(h)

Liquidity risk (Continued)

The Group performs stress testing regularly, which
includes an institution-specific crisis scenario, a general
market crisis scenario and a combination of these crisis
scenarios in order to assess the potential impact on
its liquidity position under stressed market conditions.
The Group maintains a set of early warning indicators,
including qualitative and quantitative factors and
involving both internal and market indicators that help in
identifying any emerging risk at early stage. The Group
has formulated a contingency plan that sets out strategies
for dealing with liquidity problems and the procedures
for making up cash flow deficits (e.g. conducting repo
transactions or liquidation of assets held for liquidity
risk management purpose) in emergency situations. An
annual drill test is conducted and the contingency plan is
reviewed at least annually to ensure it remains sound and
effective. Intragroup transactions are conducted on arm’s
length basis and are treated the same way as other third
party transactions for the purpose of cash flow projection
under normal scenario. Subsidiaries of the Group are
required to manage their liquidity positions to meet their
needs under both normal and stressed conditions. Most
of the Group’s derivative transactions are exchange rate
contracts and interest rate contracts. Under the terms of
our collateral arrangements with derivative counterparties,
collateral movements are not linked with the credit ratings
of the Group.

Operational risk

The Group manages its operational risk through a
management structure comprising members of senior
management, an independent risk management team and
operational risk officers from each business and support
function, and operating through a set of operational risk
policies, risk tool-kits, operational risk incident reporting
and tracking system, and control self-assessment and
key risk indicator tools. The Operational Risk and Internal
Control Committee (“ORICC”) has been set up to oversee
the operational risk management and internal control
matters of the Group. Together with a well-established
internal control system, operational risk can be adequately
identified, assessed, monitored and mitigated. To allow
the operational risk framework to be clearly communicated
to all levels within the Group, awareness and training
programs are conducted from time to time.

To minimise the impact on the Group’s business in
the event of system failure or disasters, back-up sites
and operation recovery policies and plans have been
established and tested for all critical business and
operations functions.
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33.

Risk management (Continued)

(h)

(i)

0]

(k)

Operational risk (Continued)

Operational risk framework is also supported by periodic
independent reviews of internal control systems by
external and internal auditors. The Group’s RMCC have an
overall oversight of the performance and effectiveness of
operational risk management.

Reputation risk

The Group manages reputation risk through upholding a
high standard of corporate governance and management
oversight, maintenance of effective policies and
procedures with emphasis on internal control, risk
management and compliance, anti-money laundering
and counter terrorist financing; proper staff training and
supervision; staff awareness of compliance issues; proper
handling of customer complaints or dissatisfaction; and
adherence to sound business practices. Standards are
set and policies and procedures are established by the
Group in all areas, which operate to reduce vulnerability to
reputation risk.

Strategic risk

The Board of Directors, assisted by senior management, is
directly responsible for the management of strategic risk.
Directors formulate the strategic goals and key direction
of the Group in line with the Group’s corporate mission,
ensure business strategies are developed to achieve
these goals, oversee the strategic development and
implementation to secure compatibility with the Group’s
strategic goals, ensure proper change management is
in place, review business performance, and address
issues arising from anticipated operational or market
changes, deploy proper resources to achieve the Group’s
objectives, and authorise management to take appropriate
actions to mitigate risks.

Compliance with the Basel Il Capital Standards

Since the revised capital adequacy framework known as
Basel Il has become effective from January 2007, DSB
has adopted the standardised approach for credit risk
and market risk, and the basic indicator approach for
operational risk. These are the default approaches as
specified in the Banking (Capital) Rules. Accordingly, the
Group has overhauled its systems and controls in order to
meet the standards required for these approaches.
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Risk management (Continued)

(k)

Compliance with the Basel Ill Capital Standards
(Continued)

To implement the latest international capital standards
commonly referred to as the “Basel Ill” rules, the HKMA
had published the Banking (Capital) (Amendment) Rules
between 2012 and 2018, and revised SPM CA-G-5
on “Supervisory Review Process” in 2012 and 2016.
The revised capital standards and related regulatory
requirements have come into force for all locally
incorporated authorised institutions in Hong Kong starting
from 1 January 2013. DSB has its capital management
and reporting framework as well as disclosures in place for
meeting the relevant requirements.

In addition to the implementation of the Banking (Capital)
Rules under the Basel Ill framework in Hong Kong, two
capital buffers, namely the Capital Conservation Buffer
(“CCB”) and Countercyclical Capital Buffer (“CCyB”),
designed to ensure that banks build up sufficient capital
to withstand periods of stress and system-wide risk
associated with periods of excessive aggregate credit
growth, have achieved its full implementation on 1
January 2019. To align with the regulatory requirements,
DSB’s capital management framework incorporates the
two capital buffers as elements in the setting of internal
capital targets for capital adequacy monitoring and capital
planning.

To address the negative externalities posed by
systemically important financial institutions, the Basel
Committee established a framework in November 2011
(subsequently updated in July 2013) for the identification
of global systemically important banks (“G-SIBs”) and
the determination of their corresponding Higher Loss
Absorbency (“HLA”) capital requirements. Subsequently,
a principles-based framework for dealing with domestic
systemically important banks (“D-SIBs”) was issued by
the Basel Committee in October 2012. Based on the
latest list of G-SIBs and D-SIBs issued by the Financial
Stability Board (“FSB”) and the HKMA respectively, DSB is
neither designated as a G-SIB nor D-SIB and therefore not
subject to further capital surcharge.
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33.

Risk management (Continued)

()

Fair values of financial assets and liabilities

Fair values are subject to a control framework that the
Board is held responsible for ensuring proper valuation
governance and control processes of the Group. It
delegates the responsibility for overseeing the valuation
process for financial instruments to the TIRC. Valuation
is performed independently by RMCD and where
appropriate, by independent and professionally qualified
valuers and the valuation results are periodically verified to
ensure the integrity of the fair value measurement process.

The fair value of financial instruments is the price that
would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market
participants at the measurement date under current
market conditions regardless of whether that price
is directly observable or estimated using a valuation
technique.

A financial instrument is regarded as quoted in an active
market if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing
service or regulatory agency. A quoted price in an active
market provides the most reliable evidence of fair value
and shall be used whenever available. If a financial asset
or a financial liability has a bid price and an ask price, the
price within the bid-ask spread that is most representative
of fair value in the circumstances is used by the Group.

Where observable market quotation of financial
instruments is not directly available, the Group estimates
the fair value of such financial instruments by using
appropriate valuation techniques that are widely
recognised including present value techniques and
standard option pricing models. In applying valuation
techniques for these financial instruments, the Group
maximises the use of relevant observable inputs (for
examples, interest rates, foreign exchange rates,
volatilities, credit spreads) and minimises the use of
unobservable inputs. For example, the fair value of
interest-rate swaps is calculated as the present value of
the estimated future cash flows, the fair value of foreign
exchange forward contracts is generally based on current
forward rates and the fair value of option contracts is
derived using appropriate pricing models, such as Black-
Scholes model.

The Group uses external price quotes and its own credit
spreads in determining the current value of its financial
liabilities and other liabilities for which it has elected the fair
value option. When the Group’s credit spreads widen, the
Group recognises a gain on these liabilities because the
value of the liabilities has decreased. When the Group’s
credit spreads narrow, the Group recognises a loss on
these liabilities because the value of the liabilities has
increased.
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Risk management (Continued)

()

(m)

Fair values of financial assets and liabilities (Continued)

Price data and parameters used in the measurement
process are reviewed carefully and adjusted, if necessary,
to take consideration of the current market developments.

Capital management
The Group’s objectives when managing capital are:

o To comply with the capital requirements set by the
banking regulators in the markets where the entities
within the Group operate;

° To safeguard the Group’s ability to continue its
business as a going concern;

° To maximise returns to shareholders and optimise
the benefits to other stakeholders; and

° To maintain a strong capital base to support the
development of its business.

Capital adequacy of and the use of regulatory capital by
the Group’s Hong Kong banking subsidiary is monitored
regularly by the Group’s management, employing
techniques based on the guidelines developed by the
Basel Committee, as implemented by the HKMA, for
supervisory purposes. The required information is filed
with the HKMA on a quarterly basis.

As Basel lll has become effective from January 2013 in
Hong Kong, DSB is required to meet three capital ratios,
namely, the Common Equity Tier 1 capital, Tier 1 capital
and Total capital respectively against risk-weighted
assets. The internationally agreed minimum of these three
ratios starting from 1 January 2015 are set at 4.5%, 6.0%
and 8.0% respectively and are adopted by the HKMA. In
order to comply with HKMA'’s requirements as stated in
the SPM CA-G-5 on “Supervisory Review Process”, DSB
is required to set further buffers, to reflect material risks
not included in the minimum regulatory capital calculation,
arising from regulator’s requirements, internal assessment
of risks and the results of stress tests under the Pillar Il
capital requirement. In addition, the capital conservation
buffer, countercyclical capital buffer and HLA capital
requirements have achieved their full implementation
by 1 January 2019. Likewise, the Leverage Ratio that
forms part of Basel lll implementation becomes a Pillar 1
requirement from 1 January 2018 and required information
is submitted by DSB to the HKMA on quarterly basis.
In line with the international standards, the minimum
Leverage Ratio is set at 3% by the HKMA.
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33.

Risk management (Continued)

(m)

(n)

Capital management (Continued)

Risk-weighted amount is the aggregate of the risk-
weighted amounts for credit risk, market risk and
operational risk, and covers both on-balance sheet
and off-balance sheet exposures. On-balance sheet
exposures are classified according to the obligor or the
nature of each exposure and risk-weighted based on the
credit assessment rating assigned by an external credit
assessment institution recognised by the HKMA or other
rules as set out in the Banking (Capital) Rules, taking
into account the capital effects of credit risk mitigation.
Off-balance sheet exposures are converted into credit-
equivalent amounts by applying relevant credit conversion
factors to each exposure, before being classified and risk-
weighted as if they were on-balance sheet exposures.

Capital adequacy of and the use of regulatory capital by
the Group’s Macau banking subsidiary, BCM, and banking
subsidiary in China, DSB China, are monitored regularly by
the Group’s management, employing techniques based
on the guidelines provided by the Autoridade Monetéaria
de Macau (“AMCM”) and the China Banking and Insurance
Regulatory Commission (“CBIRC”) respectively for
SUPErvisory purposes.

The required information is filed by BCM with the AMCM
and by DSB China with the CBIRC on a quarterly basis.
The AMCM requires BCM and the CBIRC requires DSB
China to maintain a ratio of own funds or capital base to
total risk-weighted exposures (i.e. the capital adequacy
ratio) not lower than the required statutory minimum of
8%.

Certain non-banking subsidiaries of the Group are also
subject to statutory capital requirements from other
regulatory authorities, such as the Securities and Futures
Commission.

Fiduciary activities

The Group provides custody, trustee, wealth management
and advisory services to third parties, which involve the
Group making allocation and purchase and sale decisions
in relation to a variety of financial instruments. Those
assets that are held in a fiduciary capacity are not included
in the Group’s financial statements. These services could
give rise to the risk that the Group could be accused of
mal-administration.
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33. Risk management (Continued)
(0) Launch of new product or service

The launch of every new product or service is governed by
the New Product Approval process stipulated under the
Group Risk Policy which requires the relevant business
and supporting units, including GRD, to review the critical
requirements, risk assessment and resources plan before
the launch. New products or services which could have
a significant impact on the Group’s risk profile should be
brought to the attention of the Board or its designated
committee(s) before the launch. The Group’s Internal Audit
function performs regular independent review and testing
to ensure compliance by the relevant units in the new
product approval process.

(p)  The role of Internal Audit

The Group’s Internal Audit Division is an independent,
objective assurance and consulting unit, which is designed
to focus on enhancing and sustaining sound internal
control in all business and operational units of the Group.
The Division reports functionally to the Group AC, which
is chaired by an Independent Non-Executive Director.
The Division conducts a wide variety of internal control
activities such as compliance audits and operations and
systems reviews to ensure the integrity, efficiency and
effectiveness of the systems of control of the Group.

34. Capital adequacy ratio

20194 20184
6H30H 12A31H
As at As at

30 Jun 2019 31 Dec 2018

Capital adequacy ratio

- Common Equity Tier 1 13.3% 13.1%
- Tier 1 13.9% 13.7%
- Total 17.9% 18.1%

The capital adequacy ratio as at 30 June 2019 and 31 December
2018 represents the consolidated position of DSB (covering
BCM and DSB China) computed on Basel Il basis in accordance
with the Banking (Capital) Rules. This capital adequacy ratio
takes into account market risk and operational risk.

DSB as a locally incorporated bank in Hong Kong is subject
to the minimum capital adequacy ratio requirement under the
Hong Kong Banking Ordinance. BCM is subject to Macau
banking regulations and DSB China is subject to China banking
regulations.
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Liquidity maintenance ratio

BE 201948 HE 20184
6H30HIE 6H30H Ik HE20184F

6fil A 61 A 12A31HIE
Six months Six months L
ended ended Year ended

30 Jun 2019 30 Jun 2018 31 Dec 2018

45.7% 44.0% 45.6%

The LMR is calculated as the simple average of each calendar
month’s average consolidated liquidity maintenance ratio of DSB
(covering BCM and DSB China) for the six/twelve months of the
financial year. The LMR is computed in accordance with the
Banking (Liquidity) Rules.

DSB as a locally incorporated bank in Hong Kong is subject
to the liquidity requirement under the Hong Kong Banking
Ordinance. BCM is subject to Macau banking regulations and
DSB China is subject to China banking regulations.
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s FINANCIAL RATIOS
BE 20194 HE 20184
6H30H 6H30H
E6MA 1E6fEA
Six months Six months
ended ended
30 Jun 2019 30 Jun 2018
FHBA/ BERA Net interest income/operating income 76.7% 73.4%
HARA LR Cost to income ratio 51.5% 44.5%
THEERE R (FRIE) Return on average total assets (annualised) 1.2% 1.4%
THRFESER (F%{L) Return on average shareholders’ funds (annualised) 10.7% 12.4%
FRE Net interest margin 1.90% 2.09%
2019%6A30H 201841231 H
As at 30 Jun 2019 Asat 31 Dec 2018
e ez G Loan to deposit ratio 72.5% 71.7%
Y ES R CORPORATE AND BUSINESS OVERVIEW
o HIGHLIGHTS
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We adopted a somewhat cautious view on the outlook for 2019
at the beginning of the year, after considering a number of
uncertainties and the outlook for a slower growth in the local
economy. Economic and business conditions slowed notably
in the first half of 2019, due to the impact of the trade war
between the US and China and sluggish domestic demand, and
local exports/imports and investment expenditures contracted
notably when compared with the first half of 2018. Domestic
GDP growth in Hong Kong was only 0.6% in the first quarter of
the year, and 0.5% in the second quarter. Second quarter real
GDP of Hong Kong declined by 0.4% when compared with the
first quarter. The labour market was steady, with the domestic
unemployment rate remaining low at 2.8%. Consumer price
inflation, due to the increases in food prices and wages, and
the reduction of certain government rates concession, went
up somewhat in the second quarter, rising from 2.2% in the
first quarter to 3.0% in the second quarter. Mainland economic
growth also slowed modestly, declining from an annualised rate
of 6.4% in the first quarter of the year, to 6.2% in the second.
The US Federal Reserve maintained rates unchanged in the first
half of the year, although had subsequently cut the Fed Funds
rate by 0.25% at the end of July, the first rate cut since 2008.
Meanwhile, Hong Kong rates have been volatile, with HIBOR
moving up sharply towards the mid-year after having remained
much below LIBOR for the early part of the year.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
HIGHLIGHTS (Continued)

Despite the less favourable market environment, the Group
reported growth in profit attributable to shareholders of 0.6%
to HK$1,355 million, which was mainly attributable to a lower
impairment charge on our investment in Bank of Chongaing.
Underlying business performance weakened, both due to a
squeeze in net interest margin as funding costs increased
faster than the increase in our asset yields partly caused by the
lower HIBOR during the first quarter this year, in addition to the
softening in LIBOR during the first half, as well as substantially
higher loan impairment charges for the period.

For the first half of the year, a dividend of HK$0.13 per share
was declared.

BUSINESS AND FINANCIAL REVIEW

The core performance of our banking business in the first half
of the year was weaker than in the previous year. Both net
interest income and net fee and commission income were
down modestly. Trading income was down very substantially,
mainly due to the absence of an exceptional trading gain of
HK$128 million that was reported in the first half of 2018. The
reduction in net interest income of around 3.5% was due mainly
to funding costs remaining relatively high, whilst the reductions
in market interest rates, particularly in Hong Kong dollars during
first quarter, put pressure on our asset yields, leading to a
contraction in net interest margin of 19bps to 1.90% compared
with 2.09% in the first half of 2018. Slow growth in loan assets
of 2.9% in the period was insufficient to offset the drop in
net interest margin, thus resulting in lower overall net interest
income for the period.

Net fee and commission income was down by 6.6% versus the
same period last year. However, this was a relatively good result
bearing in mind the much weaker conditions in local equity
markets in the first half of the current year compared with 2018,
when wealth management related revenues had contributed
strongly to fee income. Wealth management, bancassurance
and foreign exchange income all performed well despite the
difficult market conditions. However, our trading income was
much lower, as we did not have any exceptional trading gain
in the period, relative to the exceptional trading gain realised in
the first half of 2018. Total operating income in the period was
down by 7.6% when compared with first half 2018. Operating
expenses increased by 7.1%, leading to a deterioration in our
cost income ratio from 44.5% to 51.5%. Part of the increase in
costs was related to investments in technology, which we see
as an important part of the banking business going forward.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
BUSINESS AND FINANCIAL REVIEW (Continued)

The performance of our wholly-owned banking subsidiaries in
Macau and China both reported weaker performance in the
first half of the year. The lower contribution from Macau was
driven by similar reasons to that in Hong Kong — a contracting
net interest margin due to the interest rate environment, as well
as weak loan volumes - in the case of our Macau subsidiary, a
slight contraction. The performance of our China subsidiary was
weaker mainly due to modest loan impairment charges in the
first half of the year as compared to write-backs of impairment
charges in the same period in 2018. Our associate company,
Bank of Chongqing (“BOCQ”), reported slightly higher profit
at the operating level, although we again made an impairment
charge against its Value in Use (see below).

Credit quality remained generally good during the first half of the
year, with a net impairment charge of HK$91 million. Whilst this
is a substantial increase over the net impairment charge for the
same period in 2018 of only HK$38 million (partly brought by a
meaningful write-back of impairment provisions as a result of
higher realisation value of some non-performing loan collateral
properties sold), it should be noted that this represents a very
low base for comparison purposes, and that we had already
made a higher credit impairment charge during the second half
of 2018 to reflect our cautious outlook for 2019 and to maintain
sufficient credit impairment provisions at the end of 2018 to
cover expected credit losses. Asset quality was generally good
across both our retail and commercial banking businesses,
although we recorded a lower write-back of impairment
provisions in our commercial banking business in the period.
We will continue to monitor closely the economic and business
conditions given the current uncertain outlook.

In addition, following a periodic review of the Value in Use of
our investment in BOCQ, we again made an impairment charge
against the value of this investment, in the amount of HK$70
million, in the period.

The Group generated a return on assets of 1.2% and ROE of
10.7% for the period.

As at 30 June 2019, Dah Sing Bank’s consolidated Common
Equity Tier 1 ratio and total consolidated capital adequacy ratio
were 13.3% and 17.9% respectively, similar to the levels at the
end of 2018.

DAH SING BANKING GROUP LIMITED INTERIM REPORT 2019

79



80

a®
€D

B 1 B B ERE ()
i W6

A 2019 4F LAAF - ARLEBAFEHE W&
B Ry M 2 A% i 355 ) T DL S RS o S R T
B BREEPRIUNLRAER S > HREE
TS ASHTR o 365 5 BUM) 388 TH ) T 8 2
R o MR B AL R L o R Y
BCE SR T AF A I R A B B 1
DU e

A (LHAZ W TCAIZR) B HE T35 R 4F P 3
RE) - HORA BIRREN S o SRR % )
HAWARHEENE > T 8 o M TR
BHIGHE » ] f% > FIL MRS e
BUT AR A iSRS

At % T {1 A B 3B T A 2 iR S
A o Ak B P B AR B T LA 0 S K
SRAEITRE > H AT 2SRRI -

EH N RILE R
g )58

A E M IREE 2019 4F P IR E B 0.13
JC 0 PR 20194E9 H20 H (£
F)IREFH2019F9 A 16 H (B #—) #F A
I [ 4 R 42 51 BB 42 M b 22 B

V45 0 BB SR
% TR PR HEE R % AR,

P R E R H W (R E R M R)
Closure dates of Register of Shareholders
(both days inclusive)

AL SR R 473 4 5 I
Latest time to lodge transfers

ALk H 3

Record date

B A ERIERT IS > AR mEe
SO ) A B SR R A bl 2 o R A
3408 R T 8 T AR ) 2 A0 8 R e A
AR ARA R SRS F4 > Hht
R AT B KR 183 55 ML 1748
171281716 % o

RHRITRERR AR 2019F P EIZEE RS

CORPORATE AND BUSINESS OVERVIEW (Continued)
PROSPECTS

Conditions in our core markets of Hong Kong, Macau and
Mainland China have all weakened in the first half of 2019. More
broadly, global economic conditions have also weakened and
the outlook is more uncertain than it was last year. Expectations
of interest rate rises in the US have changed to interest rate
cuts, reflecting the weaker outlook for the US economy. The
trade war between the US and China, despite optimistic
predictions earlier in the year, has yet to be resolved.

Interest rates, particularly for Hong Kong Dollars and foreign
exchange markets have increased in volatility into the middle of
the year, and do not yet show signs of stabilization. In view of
the slowing economy and other uncertainties, business is likely
to slow for customers in certain trade and industry sectors. Last
but not least, the recent events in Hong Kong may contribute to
a weaker local economic outlook in the second half of the year.

All of this makes us more cautious for the second half of the
year. Whilst at this stage we expect that our core businesses
will remain relatively stable, at present the outlook remains
uncertain.

CORPORATE GOVERNANCE AND OTHER INFORMATION
INTERIM DIVIDEND

The Directors have declared an interim dividend of HK$0.13
per share for 2019 payable on Friday, 20 September 2019 to
shareholders whose names are on the Register of Shareholders
at the close of business on Monday, 16 September 2019.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ entitlement to receive the interim
dividend:

20194E9 H 12 H (B AIM) 2 20194E9 H 16 H (B H—)
12 September 2019 (Thursday) to 16 September 2019 (Monday)

2019 F9 A 11 H (B#I=) T 4304
4:30 p.m. on 11 September 2019 (Wednesday)

201949 H 16 H (R#—)
16 September 2019 (Monday)

In order to qualify for the interim dividend, all transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s share registrar, Computershare Hong
Kong Investor Services Limited, Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong
Kong before the above latest time to lodge transfers.



R0 R EER (4)

P B AT BRI 2

201946 H30 B > HRIFCGES LI &%)
EXVED > AN A 2 # R AT TR A A
A RIS HAT AR Bk (e RGER N E
BB EEXVES) 78 M AN 7l KB B A5
AT BRA F (T B 5 B ) Bz B f ~ A
R B B M o O HE 25 (B4 % HRCGRB o B 1 %
Wl ) 2 B35 T A S VR 2 B 45 IR
B o BHRCE R KO & ) B T R 2
Rt BT SR R TR AT N R
1778 552 T W A e < J) ) JAR A A BT 4R 4k 2
HHBSLL T (B [ B EESE A ) i
RN AR ) A Vs A8 5 B 2 W i Bk A
o

() FEAR 7] B HARK A B B e A 2 JBe i 1
B A 173 1 2

a®
€D

CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 30 June 2019, the interests and short positions of the
Directors and the Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQO”)) which were required
to be notified to the Company and The Stock Exchange of
Hong Kong Limited (the “SEHK”) pursuant to Part XV of the
SFO (including interests and short positions which they have
taken on or are deemed to have acquired under such provisions
of the SFO), or which were required pursuant to the SFO to
be entered in the register referred to therein, or as otherwise
required to be notified to the Company and the SEHK pursuant
to the Model Code for Securities Transactions by Directors of
Listed Issuers and the code of conduct for directors’ securities
dealing adopted by the Company (collectively the “Securities
Model Code”) were as follows:

(@) Interests in the shares and underlying shares of the
Company and its associated corporation

R RAAY

ARTEBRRH, /MR8 ST

Number of ordinary shares/underlying shares of the Company Percentage of

WA YR JelR fiti#  interestsinthe

Personal Corporate Other Total total number of

# Directors interests interests interests interests issued shares

¥ David Shou-Yeh Wong - 1,045,626,955 # - 1,045,626,955 74.38%

Tk Gary Pak-Ling Wang 2,434,691 B8 - - 2,434,691 0.17%

P31 Nicholas John Mayhew 2,355,476 11 - - 2,355,476 0.17%

KA A BRI H EBG DY

Number of ordinary shares/underlying shares of ZELHME

Dah Sing Financial Holdings Limited Percentage of

LN 2 YR O iR AitlE  interestsin the

Personal Corporate Other Total  total number of

# Director interests interests interests interests issued shares

B David Shou-Yeh Wong - 137,285,682 © - 137,285,682 42.96%
i Notes:

(1) kERE 548 B SR RO e BT
PEfi| =7 2 — 8Ll EBEA R AR B
Fif 2 ety -

(1) The corporate interests were in respect of shares held by
companies in which the director controlled one third or
more of the voting powers at general meetings.
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rttEss o

(3)  FAARE ARG A () A A
934,691 3% 4 it 2 BB 2 5 (b) A
AR5 ] 450,000 % AR BE A5 2 BRI HE
HEAS (B A B AN /) 2 38
IEME ST N AT 2 R AR 45—
i) 5 B (c) AN RIZ H AB 4 S0 A)
173 1 ke 22 5 Y 0 PR T AL E
AR 71,050,000 A B AR 2 HE 45
([ T 3CRE(5)) e

(4)  ZEBEE 0 A HE RS AT () AR A F
855,476 I8 4 It 2 L Oy #E 25 5 (b) it
AN ] 450,000 % AR B A0 2 5R A HE
HEAS (Bt Nl A B AN 7] 2 58
I HEGE R BT A 2 R IR 25 —
1) 5 R (c) AN R ABL 4 A
e 173 e 22 5 Y 2 PR T AL AR
A AN 1,050,000 AR B 2 HES:
([ B R SCRE (5)) -

(5)  ARTER201843 720 H R —IHR
B4 A 2 R 2 SR b1 B >
g B = i se gt o %t
TET AR A5 A R
w5 T35t g I T LAAT G o A2
HERGTERBIEEN AR T » REA
AT B R o RAREEE SR
BN R B BAN F A 2 —
TR S ALET R > st #T
?ﬁﬂ%@%ﬁﬁ@ﬁﬁﬂ%ﬁ%%
% o

(6)  FEHNEERE R TR B R R AR &
LA R =2 — D R
I F A 2 B R 3 8 % Ik A WA
HE N A RFEA Z I o TEM B A T
ARARBREEMGELZEAN > T
SEELALHEETA

RHRITRERR AR 2019F P EIZEE RS

CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(@) Interests in the shares and underlying shares of the
Company and its associated corporation (Continued)

Notes: (Continued)

(2)  Such shares included the indirect corporate interests
of David Shou-Yeh Wong in the Company under Part
XV of the SFO by virtue of his beneficial interests of
42.96% in Dah Sing Financial Holdings Limited which
held a controlling interest of 74.37% in the Company and
interests in the shares of the Company held through a
company controlled by David Shou-Yeh Wong.

(8)  The personal interests of Gary Pak-Ling Wang comprised
of (a) interests in 934,691 ordinary shares of the Company;
(b) interests in share options in respect of 450,000
underlying shares of the Company as disclosed in the
following section regarding interests in options under
share option schemes of the Company; and (c) deemed
interests in 1,050,000 notional underlying shares of
the Company relating to the cash-settled share-based
incentive options granted by the Company as explained in
note (5) below.

(4)  The personal interests of Nicholas John Mayhew
comprised of (a) interests in 855,476 ordinary shares of
the Company; (b) interests in share options in respect of
450,000 underlying shares of the Company as disclosed
in the following section regarding interests in options
under share option schemes of the Company; and (c)
deemed interests in 1,050,000 notional underlying shares
of the Company relating to the cash-settled share-based
incentive options granted by the Company as explained in
note (5) below.

(6)  The Company had established a cash-settled share-
based incentive option scheme as a long-term incentive
plan to incentivize employees on 20 March 2018. The
rights granted under the scheme shall be exercisable upon
vesting in 5 equal tranches commencing from the first
anniversary of the date of grant. Subject to the satisfaction
of performance appraisal indicators, grantees may
exercise their vested options. No shares of the Company
will be issued to the grantees of the options under the
scheme which is essentially a deferred cash bonus
scheme linked to the performance of the grantees and the
share price of the Company.

(6)  The corporate interests were in respect of shares held
by a corporation in which the director controls one third
or more of the voting powers at general meetings and
shares held by companies under a family discretionary
trust. HSBC International Trustee Limited is the trustee of
a family discretionary trust of which Mr. David Shou-Yeh
Wong is the settlor.
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SEERBIMBER ) CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

W RAT B IR R () INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(&) FEAR)S w) B AW 8 2GR I e 81 T (b) Interests in options under share option schemes of the

PR f 2 iR IR 45 Company and its associated corporation

| I /S| I.  The Company

(i) KR EBE &R () Old DSBG Scheme
T B AN AR 20046 H 12 H The particulars of interests in options to subscribe
PR 22 R IEREST &) ([ K RaT 4 for ordinary shares of the Company granted under
] ) 37 2 iR IR HE LR the Share Option Scheme of the Company adopted
AR ) P B Ay 2 i R on 12 June 2004 (the “Old DSBG Scheme’) and
W5 28 5 A BRA Al R 25 bl information that is required to be disclosed in
FLR(TCETTRLRND 1) T ZH # 6 2 accordance with the Rules Governing the Listing of
ZH Securities on The Stock Exchange of Hong Kong

Limited (the “Listing Rules”) are set out below:

aREALARIRRYA
Number of the Company’s shares underlying the options
Hang¥ 117 VAN 9L S { g fitiHe
IR gl Wtide K ofN0 Exercise Grant  Exercise
fifi0 Granted  Exercised  Cancelled/ W price date period @
Held at during during lapsedduing  Held at %) (/0% (B/0/%)
KA Grantes 1120190 theperiod  theperiod  theperiod  30/6/2019 (HKS) (DMY) (DMY)
Ao Aggregate of employees © 62,312 - (62,312) % - 0 11,68 26032014 26/08/2015 -
26/03/2020
i Notes:
(1) KA FJR20144E5 H 58 M (1) Adjusted as a result of the rights issue of the
Z AR AE A o AN R Company completed in May 2014. The key
20144F-5 F 8 H AR B o # A 22 summary of related adjustments was announced by
(N i the Company on 8 May 2014.
() BEEICHETEEERE (2)  The share options granted under the Old DSBG
R A e AR ATl 2 SR Scheme which were outstanding during the period
T HAREFEH LA 25 S RE were exercisable upon vesting in 5 equal tranches
A4 S -3 B A% TT T DAAT between the first and fifth anniversaries from the
fifi o date of grant.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

(b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

(i)

The Company (Continued)

Old DSBG Scheme (Continued)

Notes: (Continued)

®)

Share options were granted to certain eligible
employees, who are directors, senior executives
or officers of the major operating subsidiaries of
the Company and are working under employment
contracts that are regarded as “continuous
contracts” for the purpose of the Employment
Ordinance of Hong Kong.

The weighted average closing price of the shares
of the Company immediately before the dates on
which the options were exercised during the six
months ended 30 June 2019 was HK$14.98.

On 27 May 2014, the shareholders of the Company
approved the adoption of a new share option
scheme (the “New DSBG Scheme”) and the
termination of the Old DSBG Scheme.

No further share options can be offered under the
Old DSBG Scheme after its termination but the
provisions of the Old DSBG Scheme remain in full
force and effect to the extent necessary to give
effect to exercise of all share options granted prior
to the termination of the Old DSBG Scheme but not
yet exercised at the time of termination.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

. The Company (Continued)

(i) New DSBG Scheme
The particulars of interests in options to subscribe
for ordinary shares of the Company granted under

the New DSBG Scheme adopted on 27 May 2014
and information that is required to be disclosed in

T ER accordance with the Listing Rules are set out below:
ARG ARIRRYR
Number of the Company’s shares underlying the options
Hany¥ Wit/ Rk il g fit o
INH MR G K o100 Exercise Grant  Exercise
#ifi  Granted  Exercised  Cancelled/ W price date period 0
Held at during during lapsedduing  Held at (#7%) (/0% (0/1/%)
KBA Grantee 1102019 theperiod  theperiod  theperiod  30/6/2019 (HKS) (OMNY) (DY)
L Directors
Tk Gary Pak-Ling Wang 450,000 - - - 430,000 18.24 260042018 26/04/2019 -
26/04/2024
KEE Nicholas John Mayhew 430,000 - - - 430,000 18.24 260042018 26/04/2019 -
26/04/2024
JiRAH Aggregate of ofher employees® 600,000 - - G000 182 2604018 2604201S-
26/04/2024
it Notes:
(1) A AR R SR AT S B w8 (1) Allthe existing share options granted under the New
N 2 R T B R DSBG Scheme shall be exercisable upon vesting
55 U 250 S R A4 ST in 5 equal tranches between the first and fifth
S % ] T LMT A o anniversaries from the date of grant.
2 RBEEDRTEHETEERA (2)  Share options were granted to certain eligible

T P AR 7 ERRE Y
JBAFMES - SRITEAR
SRR o M A AR 0
BT T A ] TAENRES -

employees, who are directors, senior executives
or officers of the major operating subsidiaries of
the Company and are working under employment
contracts that are regarded as “continuous
contracts” for the purpose of the Employment
Ordinance of Hong Kong.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

Il.  Dah Sing Financial Holdings Limited (“DSFH”),
an associated corporation of the Company

On 27 May 2015, the shareholders of DSFH
approved the adoption of a share option scheme
(the “DSFH Scheme”). No share options had been
granted under the DSFH Scheme from the date of its
adoption to 30 June 2019.

All the interests stated above represented long positions. As at
30 June 2019, none of the Directors or the Chief Executive of
the Company held any short positions as defined under the SFO
which are required to be recorded in the register of directors’
and chief executives’ interests and short positions.

Save as disclosed above, as at 30 June 2019, none of the
Directors or the Chief Executive of the Company and their
respective associates had any interests or short positions in the
shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required to be kept
by the Company pursuant to section 352 of the SFO, or as
otherwise notified to the Company and the SEHK pursuant to
the Securities Model Code.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As at 30 June 2019, the following are the persons, other than
the Directors and the Chief Executive of the Company whose
interests are disclosed above, who had interests or short
positions in the shares and underlying shares of the Company
as recorded in the register of shareholders’ interests required to
be kept by the Company pursuant to section 336 of Part XV of
the SFO or otherwise known to the Company.

HeETRE

o4 2

BB R/ Ao
Refyz B Percentage of
Number of interests in the

1 h sharesheld/  total number of

Name Capacity interests in shares issued shares

IRR% RARBEARTRBER TR AR

Christing Yen Wong Deemed interest by virtue of her spouse having a notifiable interest 1,045,626,955 1 74.38%

KHEREAFRAT (K2R ) Hhks

Dah Sing Financial Holdings Limited (‘DSFH?) ~ Beneficial interest 1,045,461,643 74.37%

THA SRS RBHL R A (R RO A R e

Harold Tsu-Hing Wong Beneficial interest and deemed interest in shares indirectly held 1,048,200,188 @ 74.57%

by trustee

ESERELARAT (ESE ) (R AR AR

HSBC International Trustee Limited (‘HSBCIT")  Trustee and corporate interests 1,045,461,643 9 74.37%
faan

Schroders Plc Investment manager 84,323,289 6.00%

it Notes:

() BSOS ERA SRR A o &
EENEESSE YLD i a3 & S ]
AN R BR A B A A P e 4 2 57 S
P RCGE MR AN rI RS o £ BOE 3
WAL R 2 e I 40055 ©
SR 4 R SF SE R At [ R AT B R
di | e P TR A A A A AR AR o

(1) Such shares represented the deemed share interests of Christine
Yen Wong by virtue of her spouse, David Shou-Yeh Wong being
a substantial shareholder of DSFH which held a controlling
corporate interest in the relevant share capital of the Company
and interests in the Company held through a company in which
David Shou-Yeh Wong has a controlling interest. Christine Yen
Wong was taken to have a duty of disclosure in respect of the
deemed interests in the Company. These interests comprised
the same interests of David Shou-Yeh Wong under the heading
“Interests of Directors and Chief Executive” above.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes: (Continued)

(2)  The interests of Harold Tsu-Hing Wong comprised of (a)
interests in 1,038,545 ordinary shares of the Company; (b)
deemed interests in 1,700,000 notional underlying shares of
the Company relating to the cash-settled share-based incentive
options granted by the Company; and (c) deemed interests
pursuant to section 322 of the SFO in 1,045,461,643 shares
of the Company held by DSFH and HSBCIT through a family
discretionary trust of which David Shou-Yeh Wong is the settlor.

(38)  Such shares represented DSFH’s corporate interests in
the Company indirectly held by HSBCIT in trust for a family
discretionary trust of which David Shou-Yeh Wong is the settlor.
HSBCIT was taken to have a duty of disclosure in relation to
the relevant shares of the Company held through companies of
which it has control. The relevant shares have been included in
the “Corporate interests” of David Shou-Yeh Wong as disclosed
under the heading “Interests of Directors and Chief Executive”
above.

(4)  The percentage of interests was calculated with reference to the
total number of issued shares of the Company as at 30 June
2019.

All the interests stated above represented long positions. As
at 30 June 2019, no short positions were recorded in the
register of shareholders’ interests in shares and short positions
maintained by the Company.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

During the six months ended 30 June 2019, the Company has
applied the principles and complied with all the code provisions
set out in the Corporate Governance Code (“CG Code”) under
Appendix 14 of the Listing Rules, with the exception of code
provision A.4.1.

Pursuant to code provision A.4.1 of the CG Code, non-
executive directors should be appointed for a specific term,
subject to re-election. The Non-Executive Directors of the
Company are not appointed for a specific term, but are subject
to retirement by rotation and re-election at annual general
meetings in accordance with the provisions of the Company’s
Articles of Association.

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted its own code of conduct for
directors’ securities dealing (“Directors’ Dealing Code”) on
terms no less exacting than the prevailing required standard set
out in the Model Code for Securities Transactions by Directors
of Listed Issuers (“Model Code”) under Appendix 10 of the
Listing Rules. Following specific enquiry, the Directors of the
Company confirmed that they had complied with the required
standard set out in the Model Code and the Directors’ Dealing
Code throughout the six months ended 30 June 2019.

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in
the information required to be disclosed by the Directors since
the publication of the 2018 Annual Report of the Company (or,
where applicable as regards Director appointed subsequent
thereto, since the date of announcement for appointment) and
up to the date of this Interim Report are set out below:

(@) Mr. David Shou-Yeh Wong
Chairman

- Fixed remuneration adjusted with an increase in the
cash allowance from HK$151,000 to HK$165,500
per month with effect from 1 April 2019
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS (Continued)

(b) Mr. Robert Tsai-To Sze
Independent Non-Executive Director

- Director’s fee revised to HK$475,000 per annum
with effect from 1 June 2019

(c) Mr. Seng-Lee Chan
Independent Non-Executive Director

- Director’s fee revised to HK$600,000 per annum
with effect from 1 June 2019

(d) Mr. Yuen-Tin Ng
Independent Non-Executive Director

- Director’s fee revised to HK$580,000 per annum
with effect from 1 June 2019

(e) Mr. Blair Chilton Pickerell
Independent Non-Executive Director

- Appointment as a member of the Advisory Board
of Anthemis Insurance Venture Growth Fund | with
effect from 14 March 2019

- Director’s fee revised to HK$500,000 per annum
with effect from 1 June 2019

()  Mr. Hon-Hing Wong (Derek Wong)
Vice Chairman, Managing Director and Chief Executive

- Fixed remuneration adjusted with an increase in the
cash allowance from HK$163,600 to HK$184,830
per month with effect from 1 April 2019

(99 Mr. Gary Pak-Ling Wang
Executive Director and Group Chief Financial and
Operating Officer

- Fixed remuneration adjusted with an increase in the
cash allowance from HK$87,000 to HK$102,000 per
month with effect from 1 April 2019
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS (Continued)

(h)  Mr. Jun Fujimoto
Former Non-Executive Director (resigned on 27 August
2019)

- Director’s fee revised to HK$320,000 per annum
with effect from 1 June 2019

- Resignation as a Director of MUFG Nominees (HK)
Limited with effect from 19 July 2019

- Cessation as the Managing Director, Deputy Head
of MUFG Bank, Ltd. Hong Kong Branch with effect
from 19 July 2019

- Appointment as the General Manager of MUFG
Bank, Ltd. Seoul Branch with effect from 2 August
2019

Save as those disclosed above, there is no other information
required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.

UNAUDITED FINANCIAL STATEMENTS

The financial information in this Interim Report is unaudited and
does not constitute statutory financial statements.

AUDIT COMMITTEE

The Audit Committee has reviewed with Management the
accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting matters
including a review of the unaudited interim financial statements
for the six months ended 30 June 2019.

DIVIDEND POLICY

The Company’s dividend policy aims to pay sustainable
dividends over time. In determining dividend distribution, the
Company takes into account factors such as general business
conditions, financial results, business growth prospects,
capital requirements, regulatory requirements applicable to the
Company’s businesses, shareholders’ interests and any other
factors the Directors consider to be relevant.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information
disclosed in the Company’s 2018 Annual Report in respect
of the remuneration of employees, remuneration policies and
training schemes.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

There was no purchase, sale or redemption by the Company, or
any of its subsidiaries, of listed securities of the Company during
the six months ended 30 June 2019.

INTERIM REPORT

The 2019 Interim Report in both English and Chinese is now
available in printed form and on the websites of Dah Sing Bank
(www.dahsing.com) and Hong Kong Exchanges and Clearing
Limited (www.hkexnews.hk). Shareholders are encouraged
to read this interim report on the website to help protect the
environment. Notwithstanding any choice of means for the
receipt of corporate communications (i.e. either receiving a
printed copy or by electronic means through Dah Sing Bank's
website) previously made by shareholders and communicated
to the Company, shareholders may at any time change
their choice of means of receiving the Company’s corporate
communications free of charge by giving reasonable notice in
writing to the Company’s share registrar, Computershare Hong
Kong Investor Services Limited at 17M Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong or by email to
dahsingbanking.ecom@computershare.com.hk.

BOARD OF DIRECTORS

As at the date of this Interim Report, the Board of Directors
of the Company comprises Messrs. David Shou-Yeh Wong
(Chairman), Hon-Hing Wong (Derek Wong) (Vice Chairman,
Managing Director and Chief Executive), Gary Pak-Ling Wang
(Group Chief Financial and Operating Officer) and Nicholas
John Mayhew (Deputy Chief Executive) as Executive Directors;
Messrs. Robert Tsai-To Sze, Seng-Lee Chan, Yuen-Tin Ng and
Blair Chilton Pickerell as Independent Non-Executive Directors.

By Order of the Board
Doris W. N. Wong
Company Secretary

Hong Kong, Wednesday, 28 August 2019



MiIX

Paper from responsible sources

R B R B FRAER M4 3R
gw%cg FSC™ C006398

Dah Sing Banking Group Limited X¥&R{TSEBEHRAF
36/F, Everbright Centre, 108 Gloucester Road, Hong Kong
BEASETHE—T/\HARFOL=TE

Telephone E3E : (852) 2507 8866

Facsimile f#H : (852) 2598 5052

Website — #84F : www.dahsing.com



	COVER
	CONTENTS
	UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT
	UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
	UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
	UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
	NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
	FINANCIAL RATIOS
	CORPORATE AND BUSINESS OVERVIEW
	CORPORATE GOVERNANCE AND OTHER INFORMATION
	BACK COVER


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /CFangSongHK-Light
    /CFangSongHKS-Light
    /CGuLiHK-Bold
    /CGuLiHKS-Bold
    /CGuYinHK-Bold
    /CGuYinHKS-Bold
    /CHei2HK-Bold
    /CHei2HK-Xbold
    /CHei2HKS-Bold
    /CHei2HKS-Xbold
    /CHei3HK-Bold
    /CHei3HKS-Bold
    /CHeiHK-UltraBold
    /CHeiHKS-UltraBold
    /CJNgaiHK-Bold
    /CJNgaiHKS-Bold
    /CKanHK-Xbold
    /CKanHKS-Xbold
    /CNganKaiHK-Bold
    /CNganKaiHKS-Bold
    /CO2YuenHK-XboldOutline
    /CO2YuenHKS-XboldOutline
    /COYuenHK-Xbold
    /COYuenHK-XboldOutline
    /COYuenHKS-Xbold
    /COYuenHKS-XboldOutline
    /CPo3HK-Bold
    /CPo3HKS-Bold
    /CPoHK-Bold
    /CPoHKS-Bold
    /CSong3HK-Medium
    /CSong3HKS-Medium
    /CSuHK-Medium
    /CSuHKS-Medium
    /CWeiBeiHKS-Bold
    /CXLiHK-Medium
    /CXLiHKS-Medium
    /CXYaoHKS-Medium
    /CXingHK-Medium
    /CXingHKS-Medium
    /CXingKaiHK-Bold
    /CXingKaiHKS-Bold
    /CYuen2HKS-Light
    /CYuen2HKS-SemiBold
    /CYuen2HKS-Xbold
    /CYuenHK-SemiMedium
    /MBeiHK-Bold
    /MBitmapRoundHK-Light
    /MBitmapSquareHK-Light
    /MCuteHK-Light
    /MCuteHKS-Light
    /MDynastyHK-Xbold
    /MDynastyHKS-Xbold
    /MElleHK-Medium
    /MElleHKS-Medium
    /MGentleHK-Light
    /MGentleHKS-Light
    /MHGHagoromoTHK-Light
    /MHGHagoromoTHK-Medium
    /MHGKyokashotaiTHK-Light
    /MHGReithicTHK-Light
    /MHeiHK-Bold
    /MHeiHK-Light
    /MHeiHK-Medium
    /MHeiHK-Xbold
    /MHeiHKS-Bold
    /MHeiHKS-Light
    /MHeiHKS-Medium
    /MHeiHKS-Xbold
    /MKaiHK-Medium
    /MKaiHK-SemiBold
    /MKaiHKS-Medium
    /MKaiHKS-SemiBold
    /MLiHK-Bold
    /MLiHKS-Bold
    /MLingWaiFHK-Light
    /MLingWaiPHK-Light
    /MMarkerHK-Bold
    /MMarkerHKS-Bold
    /MNgaiHK-Bold
    /MNgaiHKS-Bold
    /MQingHuaHK-Xbold
    /MQingHuaHKS-Xbold
    /MSungHK-Bold
    /MSungHK-Light
    /MSungHK-Medium
    /MSungHK-Xbold
    /MSungHKS-Bold
    /MSungHKS-Light
    /MSungHKS-Medium
    /MSungHKS-Xbold
    /MWindyHK-Bold
    /MWindyHKS-Bold
    /MYoungHK-Medium
    /MYoungHK-Xbold
    /MYoungHKS-Medium
    /MYoungHKS-Xbold
    /MYuenHK-Light
    /MYuenHK-Medium
    /MYuenHK-SemiBold
    /MYuenHK-Xbold
    /MYuenHKS-Light
    /MYuenHKS-SemiBold
    /MYuenHKS-Xbold
    /MYuppyHK-Medium
    /MYuppyHKS-Medium
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


