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UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

# % 6 730 H 1L 618 A For the six months ended 30 June
(LA ¥T e gR > B A A FEWAM (Expressed in thousands of Hong Kong dollars unless otherwise stated)

58
Variance
Wik R
Note 2019 2018 %
IR Interest income 3,713,427 3,184,915
FIEFH Interest expense (1,646,370) (1,042,133)
HALEBA Net interest income 3 2,067,057 2,142,782 (3.5)
M2 B & A Fee and commission income 723,941 776,003
TR 2 R4 Fee and commission expense (152,863) (164,811)
1 -G YR IN Net fee and commission income 4 571,078 611,192 (6.6)
BHEMA Net trading income 5 38,673 103,908
LY SN TN Net insurance premium and other income 218,703 145,230
K g @A Other operating income 6 84,603 58,452
B Operating income 2,980,114 3,061,564 2.7)
REERE ST Net insurance claims and expenses (142,277) (90,483)
NRRREEZBEHKA  Total operating income net of
insurance claims 2,837,837 2,971,081 (4.5)
BHEH Operating expenses 7 (1,434,343)  (1,334,336) 75
MBBALER 2 BERA  Operating profit before impairment losses 1,403,494 1,636,745 (14.3)
EEBEER Credit impairment losses 8 (92,747) (38,613) 140.2
NRF TR REEEREZ  Operating profit before gains and losses on
W RERT 2 BERA  certain investments and fixed assets 1,310,747 1,598,132 (18.0)
WEHAMFEEE 2 FEE  Netloss on disposal of other fixed assets (2,509) (268)
HELATFEEEEEE  Net (loss)/gain on disposal of financial assets
FEAHAL2E 4R at fair value through other comprehensive
BEZF (BR) income (24) 665
BEARREZWAKER  Impairment loss on investment in an associate 9 (70,000) (408,000)
FEfL s A ) 2 4 Share of results of an associate 410,860 409,941
TEfGLF PR 2 ¥4  Share of results of jointly controlled entities 12,499 12,386
B BL i i A Profit before taxation 1,661,573 1,617,856 2.7
i Taxation 10 (199,515) (236,952)
1 m A Profit for the period _1,462,058 _1,380,904 5.9
ST Attributable to:
/NS Shareholders of the Company 1,113,821 1,040,777 7.0
0 AR R A i Non-controling interests 348,237 340,127
il Profit for the period 1,462,058 1,380,904 5.9
BRAEA Earnings per share
%% Basic and diluted 11 HK$3.41 HK$3.11

2 AR EEARAR 2019F P EIZERE




A SR B 1 W) B 4 A T AR R
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
#.% 6 H 30 H 1L 618 H For the six months ended 30 June
(LA ¥T o 5R > BR A A FEWAM) (Expressed in thousands of Hong Kong dollars unless otherwise stated)
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2019 2018
iR Profit for the period 1,462,058 1,380,904
300 Al 2 v Other comprehensive income for the period
MEEERMEEEAWRENER - Items that may be reclassified to the consolidated
income statement:
B A Investments in securities
DA TERTE B2 AL A Net change in fair value of debt instruments at fair value
Y B EH TR 2 AT HEBFE through other comprehensive income 346,370 (291,011)
DVAFHEGHE B HEE AL Net change in allowance for expected credit losses
Yot M TR 2 G S of debt instruments at fair value through other
2D FH comprehensive income 5,927 (5,276)
R/ (i) 25 hEk 2 Net loss/(gain) realised and transferred to income
i B - statement upon:
—WEMAFEE HAZHA - Disposal of debt instruments at fair value through
b2 g 2 EH A other comprehensive income 2 (665)
B 2 R ERA Deferred income tax related to the above (45,626) 42,244
(.. 3066805 (204,708)
HSL I S R B R B 0 2 B Exchange differences arising on translation of the
financial statements of foreign entities (18,228) (93,907)
AEERIF RS AW RIEH - Items that will not be reclassified to the consolidated
income statement:
DVATER R B EE# AL B2 E Net change in fair value of equity instruments at fair value
g iR gt T 2 A T8 F 4 through other comprehensive income 336,122 (17,874)
FR R ERUR Deferred income tax related to the above (5,443) 297
(. S%ogre (17.517)
MBI  2 MEHA2 IS/ (B8)  Other comprehensive income/(loss) for the period, net of tax 619,146 (366,192)
BRI 2 011 2 i 2 S Total comprehensive income for the period, net of tax 2,081,204 1,014,712
ARWT : Attributable to:
REEHIERR Non-controlling interests 423,508 251,461
/Nl Shareholders of the Company 1,657,696 763,251
BRI 2 011 2 i 2 A Total comprehensive income for the period, net of tax 2,081,204 1,014,712
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A AR Bk 2 1 W) 5 3 MBI DL %
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(LIBT3 - B A st B4 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

20194 20184
67300 12310
Wit As at As at
Note 30 Jun 2019 31 Dec 2018
B ASSETS
B4 RAESRITI A5 Cash and balances with banks 14,826,869 17,235,399
EHRIT1E RMEARIIMGER  Placements with banks maturing between one
and twelve months 8,278,447 10,429,428
FHERE AN Trading securities 12 6,308,273 7,621,184
DMAT-ER & HHE#A Financial assets at fair value through profit or loss
Bl esmERE 12 765,520 1,679,570
keI E Derivative financial instruments 13 441,103 727,043
ZIREH R B Advances and other accounts 14 142,391,722 137,705,223
DVAF(EGHE HHZF A Financial assets at fair value through
HA 2 i & E other comprehensive income 16 47,767,738 44,304,763
DLBERR ORI BE ) G Financial assets at amortised cost 17 9,920,669 9,262,785
YNk Investment in an associate 9 3,928,136 3,620,597
SRR E Investments in jointly controlled entities 100,190 87,691
T & Goodwill 874,603 874,603
EVERE Intangible assets 80,927 80,927
fE LA EEEE Premises and other fixed assets 18 2,030,264 2,083,070
REWE Investment properties 19 1,426,106 1,426,106
RIRE G Current income tax assets 2,890 4,452
EERIEEE Deferred income tax assets 104,687 158,637
BaAit Total assets 239,248,144 237,301,478
ik LIABILITIES
IR Deposits from banks 2,662,582 3,797,556
LM Derivative financial instruments 13 858,772 473,273
RERE MR AR Trading liabilities 6,289,961 5,758,954
BFEH Deposits from customers 20 175,837,060 172,409,761
BRI GE Certificates of deposit issued 21 6,139,736 6,535,076
REER Subordinated notes 22 5,536,370 5,449,082
HAbREE R Other accounts and accruals 23 8,545,335 10,241,771
RO & i Current income tax liabilities 332,659 598,855
EIERIEA & Deferred income tax liabilities 46,331 44,702
kA Total liabilities 206,248,806 205,309,030
HE% EQUITY
RHEHIRERR Non-controliing interests 6,847,873 6,557,041
7% o) B SOME AV 4 Equity attributable to the Company’s shareholders
[iheS Share capital 4,248,559 4,248,559
HoA Gy (E R A EA) Other reserves (including retained eamings) 21,902,906 21,186,848
JBOK % & Shareholders’ funds 24 26,151,465 25,435,407
B At Total equity 32,999,338 31,992,448
Wi R A Total equity and liabilities 239,248,144 237,301,478
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#E 201946 A 30 H 1k 61 H For the six months ended 30 June 2019
(AHET (3R > B oA 41 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

A2 IR R M 1
Attributable to the Shareholders
of the Company
SR
Bk
Bk bRl REAA Non-
Share Other  Retained controlling KAl
capital  reserves  eamings interests Total equity
W94 1A 1 HER Balance at 1 January 2019 4248559 773179 20,413,669 6,557,041 31,992,448
WM EEAMHEREERN  Changes on initial application of
165225 HKFRS 16 - - (7,305) (2,508) 9,819)
BEH2 201941 104 Restated balance at 1 January 2019 4,248,559 773,179 20,406,364 6,554,533 31,982,635
AT I Profit for the period - - 1113821 348,237 1,462,058
ML 2mlE Other comprehensive income for the period - 543875 - 75271 619,146
I B e A Repurchase of ordinary shares - - (591,635) - (591,635)
WHB /A 7] 2 e A Capital contribution by non-controlling interests
BARAE of subsidiaries - - - 187 187
BRAE ST R—HIRE  Additional net assets in a subsidiary acquired
NEBABINTER via share option arrangement - (391) - 933 542
BHEMERMTAZESE  Reserves arising from distribution payment
PIEZ Rkl of additional equity instruments - - 5,346 (5,346) -
DARCHE ST R AR (e B 260 Provision for equity-settled share-based
2 B compensation - 683 - 160 843
WA 7l R EE B ERGE. Dividend paid to non-controling interests of
RS a subsidiary - - - (126,102  (126,102)
AR FHERINE - BB Reclassification of net change in fair value
NFERE H LSS A of equity instruments at fair value through
AMATRENHERETE  other comprehensive income upon
ZNTHEES derecognition - (2,225) 2,225 - -
WI8FRIRE 2018 final dividend - - (348,336) - (348,336)
201946 30 B &R Balance at 30 June 2019 4,248,559 1,315,121 20,587,785 6,847,873 32,999,338
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REHBZ WIS S HREBK 2
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

#E 201946 A 30 H 1k 61 A (#) For the six months ended 30 June 2019 (Continued)
(AT 30R » B A st A1) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

A R R
Attributable to the Shareholders
of the Company
Bt
R
BA HbRE  REEAM Non-
Share Other  Retained controling & A7

capital  reserves  eamings interests Total equity

01845 1 A 1 HEB

WA A B A
Ll iva )

WA A S
FORRENBEAIZVE

WEFIZ 20181 7 1 HE:H
il el
M2 TSR

PR ) 2 e AR
BB

ipcliy 33 0 il
NABARINEEE

DATHEST o LB
Wz Bl

DR .+ 0 e G M R
TRERE

B R R > EH D
AFEE HEEHA
Kl 2w Ry TR
LATESEER

WITEABIRE

20184F6 A 30 H &

Balance at 1 January 2018

Changes on initial application of
HKFRS 9

Impact of initial application of HKFRS 9
on share of an associate

Restated balance at 1 January 2018
Profit for the period
Other comprehensive loss for the period

Capital contribution by non-controlling
interests of subsidiaries

Additional net assets in a subsidiary acquired
via share option arrangement

Provision for equity-settled share-based
compensation

Dividend paid to non-controlling interests of
a subsidiary

Reclassification of net change in fair value
of equity instruments at fair value through
other comprehensive income upon
derecognition

2017 final dividend

Balance at 30 June 2018

AR EEARAR 2019F P EIZERE

4,248,589 1,073,750 19,739,773 6,374,321 31,436,403

- 35807 (82,991 (84217 (331311)

- 18950 (11,813 (66,180  (259,043)

4,248,559 1,128,597 19,244969 6,223,924 30,846,049

1,040,777 340,127 1,380,904

- (277,526) - (88,666)  (366,192)
- - - 5,802 5,802
- (4,970) - 12,896 7,926
- (1,450) - (498) (1,948)

_ - - (111,381)  (111,381)

-4 (12,041 - -

. - (345,127) - (345,127)

4,248,069 856,892 19,928,378 6,382,204 31,416,033
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

#E6H30HIE6M8H For the six months ended 30 June
(AHET (3R > B oA 41 (Expressed in thousands of Hong Kong dollars unless otherwise stated)

o

Wit
Note 2019 2018
BREH BN Cash flows from operating activities
BEEEAA/ () B4AHE  Net cash from/(used in) operating activities 28 2,602,913 (6,364,112)
REFH B R Cash flows from investing activities
BB H A e Purchase of other fixed assets (43,992) (63,151)
o T A PR Proceeds from disposal of other fixed assets 145 1,401
RERHH AR TR Net cash used in investing activities (43,847) (61,750)
WFEE B 2 Bl A Cash flows from financing activities
BITRERE Issue of subordinated notes 1,753,426 -
BREEER Repayment of subordinated notes (1,765,339) -
o A Repurchase of ordinary shares (591,635) -
HERHK Lease payments (95,972) -
WHE A2 B MR R ARA  Capital contribution by non-controlling interests
of subsidiaries 187 5,802
TRTBGHEERLERES  Interest paid on subordinated notes and debt
ZHE securities issued (145,996) (146,309)
2 ) e L M R Dividend paid to non-controlling interests of
RERE a subsidiary (126,102) (111,381)
RS RS Dividend paid on ordinary shares (348,336) (345,127)
R B & Net cash used in financing activities (1,319,767) (597,015)
BARSHBIAKHMM/ (W)  Netincrease/(decrease) in cash and
] cash equivalents 1,239,299 (7,022,877)
e REFBEEE Cash and cash equivalents at beginning of the period 16,479,375 22,575,403
Exgmz o Effect of foreign exchange rate changes (9,731) (29,196)
BABERENRL%EH Cash and cash equivalents at end of the period 17,708,943 15,523,330
HeRSFABATEALHR 2 Analysis of the balance of cash and cash equivalents:
B RIERATHY &b Cash and balances with banks 2,146,694 2,099,701
JREIMIAAE AP @M% Money at call and short notice with an original
faRiyes ¢ maturity within three months 11,805,358 9,094,737
AFEUATERE B EEH A Treasury bills included in financial assets at
B4 BB 2 B T fair value through profit or loss 834,668 838,790
AT UATER 2L HLEH Treasury bills included in financial assets at
AL T 1 fair value through other comprehensive
GRENZ RETE income 498,717 598,210
JREIM AT MANLT 2 7 Placements with banks with an original maturity
BITHfH within three months 2,423,506 2,891,892
17,708,943 15,523,330
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS
(AT 30R » B A st A1) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

— IR

KT AR A R A ([ A2 A ) SLEC
N E GRRT AL ) Fe s ~ WP Sp e
PERAT ~ PRER i S AR A BR RS -

AR 2 W A B it R

A R A 2 20 1948 Rl B A 1 A
WE TR WAL G ([ FEEFL
1) P 2 A v ath e RS 34 58 T b g
B | Tdw e o

HOR A T SER IR 2 BRI E 2
Bk -

AR 2 AT IS R Tifisk A
PR 6 2 R0 565 662(3) e B B 22 6 55 3 350
A BLRE N Al R M A A LA B ([
BEER]) ZEE 2018412 431 H I4EE
LR B (12018 AR E D) o

2018 4F A i 3 2 A% SR 0y AR S
B B RO AT B 1 R R
TR > RO AR A
N FR 155 406(2) ~ 407Q) B 3) R 2 8
B o

Bl R et BOR

WL b - 45 50201945 i il B 4 4 A
BSRFE IR 2 ErsTEUOR Mst By vk S A 4R
B £ 20184E 12 A 31 HIHEE R ER 24
V£ PSS B ) B il o — 5

(1) FKEBRM A RANCTTER

T S R A AT A A AR 5 )
(AR o A R 0 A 7 B
RIS 16 BECH B ) R LAt
B B AR B TR

PO E R 2019451 1 H
F & s BUR 2 B BT

AR EEARAR 2019F P EIZERE

General information

Dah Sing Financial Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) provide banking, insurance,
financial and other related services in Hong Kong, Macau, and
the People’s Republic of China.

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 (“HKICPA”).

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 et 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

2. 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 at
R R e 31 December 2018 1,287,040
R IR ER H 2 Discounted using the lessee’s incremental borrowing
HE SRR rate at the date of initial application (131,079)
R - K E SRR A Less: short-term leases or low-value leases recognised
ST S R (A on a straight-line basis as expense (935)
MG - CELEMAMBZHE SR Less: lease agreements that have been contracted
for but not yet commenced (444,139)
bk - HIER RAHERRERE 2 Less: adjustments as a result of a different treatment
SRRy 5| B of extension and termination options (172,691)
P2019F 1 A1 AR 2 HEARK Lease liabilities recognised as at 1 January 2019 538,196

A B 2 T 7 B S A
A R i I 94 76 981 JBUE B
HERE T b IRy 1 1 -

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.

DAH SING FINANCIAL HOLDINGS 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)

2.

AR B S R Bt OR (AT

BRI et BOR (A
(1) FEBRA B RANTTER (4)

(M

RAD 7 S o U5 16 9
NP RD < 9% (4)

GEHEUR 2 S A 2019 4F
I1HIBZEEARKRNTFIE
H :

o  HEAMEEE —
523,678,000 # T

o TEMIEH — W 647,000
e

o M K OHE - WD
5,352,000 #& 7T

e HE A MK — o
538,196,000 # T

R20194E1 A1 H ZRBEAZ
TR A 60 9,813,000 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

AR EEARAR 2019F P EIZERE

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$523,678,000
o Prepayments - decrease by HK$647,000

o Accounts payable — decrease by
HK$5,352,000

o Lease liabilities - increase by
HK$538,196,000

The net impact on retained earnings on 1 January
2019 was a decrease by HK$9,813,000.

(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 (4
() KEBRA BRI ER] (%)

)

@)

RAR T s S TR U 16 9%
RFfERD < T (4)

() 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
E— R A s —
SRR B tHEFAG -

ARSI 2 A B S AT A
i

AL BRI E R T o
TR B[] — e 2 [ 5 39 PR AEL
AE B A 0 T R 2 R R R 4R
1 o REL A 94 1 7 D e
(EE N IPANCES O L3
o R £ ] A 58 AT ] 2
CORNERiN Pl TN S
S M £ AR RY) -

HE2018F M EFSE > WM
B A REE - BEH
BNz S (AR R
LN Z AT (8 2 > i il 5 300
B DA T B A A A R v S

FH20194E1 A1 8 fERA
EETFRAEHEEE 2 HY
WireRR L — TR R G S —
TEMEAE - FHAE B
Fic 76 2 8 S A5 AR 2 ] = B
5 A s L5 30 D i i B o
SCE DU 5 R B T A 2 B
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MR- AR EEEZE
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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 FINANCIAL HOLDINGS 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)

@

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.

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:

o 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

° restoration costs.
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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)

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.

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.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019

13



14

a®
€

A BR B 2 v IO 1 3 R e )
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)
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Unaudited financial statements and accounting policies
(Continued)

Basis of preparation and accounting policies (Continued)

(b)  New and amended standards and interpretations not yet
adopted

HKFRS 17, “Insurance contracts”

In January 2018, the HKICPA issued HKFRS 17, a
new accounting standard for insurance contracts
covering recognition and measurement, presentation
and disclosure, which replaces HKFRS 4 “Insurance
contracts”.

In contrast to the requirements in HKFRS 4, which are
largely based on grandfathering previous local accounting
policies for measurement purposes, HKFRS 17 provides
a comprehensive model (the general model) for insurance
contracts, supplemented by the variable fee approach
for contracts with direct participation features that are
substantially investment-related service contracts, and
the premium allocation approach mainly for short-duration
contracts which typically applies to certain non-life
insurance contracts.

HKFRS 17 is effective for annual reporting periods
beginning on or after 1 January 2021. The Group is yet
to assess the impact of the standard on the Group’s
consolidated financial statements.

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. EHEBA 3.  Netinterest income
#WE6HA30HIE6fMA For the six months ended 30 June
2019 2018
FEBA Interest income
B e LA RATI 45 0% Cash and balances with banks 272,632 271,807
HHIE Investments in securities 871,361 660,360
KR NHMIEA Advances and other accounts 2,569,434 2,252,748
3171 31427 3,184,915
- Interest expense
AT B Pk Deposits from banks/Deposits from customers 1,347,476 808,214
BT EGE Certificates of deposit issued 75,280 59,392
B EH Subordinated notes 149,997 133,910
HEAMR Lease liabilities 7,072 -
HoAth Others 66,545 40,617
1,646,370 1,042,133
FIEBALE Included within interest income
—FEEE RIS LAY - Trading securities and financial assets at fair value
{5+ IR AR 10 through profit or loss
SHERE 70,048 38,016
- AT EEEH5A - Financial assets at fair value through other
HAb 2Tl 4 g E comprehensive income 1,019,853 524,168
— DABEOR AT R £ B - Financial assets at amortised cost 2,623,526 2,622,731
3,713,427 3,184,915
AR Included within interest expense
—RUAPF R HEEE A - Financial liabilities not at fair value through
AR I SEL profit or loss 1,590,546 1,008,225

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019 15
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4. TRIRE T B A A BN

a.

Net fee and commission income

#HWE6A30HIE6MA For the six months ended 30 June
2019 2018
T e B B 4 A Fee and commission income
RN B EHFA Fee and commission income from financial assets and
Bl emEERAKL liabilities not at fair value through profit or loss
i85 - YL EAION
—(E R R R4 - Credit related fees and commissions 95,446 92,095
-HAmE - Trade finance 44,040 48,355
—fFHF - Credit card 173,850 195,084
Hoth R 2 B AR S A Other fee and commission income
v ik - Securities brokerage 54,238 81,584
—IRERSH & K AL - Insurance distribution and others 157,802 151,118
— FERE i E S R - Retail investment and wealth management services 139,438 144,113
— ST IR B R T - Bank services and handling fees 32,517 36,356
— Ho A s - Other fees 26,610 27,298
7231941 776,003
I % B B 4 % Fee and commission expense
RUATEFE B A Fee and commission expense from financial assets and
BROEMERERAEL liabilities not at fair value through profit or loss
s 2 T 45 i
—FEE S - Handling fees and commission 141,123 154,563
— B Hopt 22 - Other fees paid 11,740 10,248
152,863 164,811

AR AR ) 3 =7 R AT

%t - REEH
BACEEBRTS « 25 UZEANSDIFEZ
BN TE SR B IR R A o

these financial statements.

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

FHEBA 5.  Net trading income
#BE6H30HIE6fMH For the six months ended 30 June
2019 2018
DVAT-[EE i B LB E AdB4:1  Dividend income from financial assets at fair value
SWEE 2 RETA through profit or loss 8,663 4,245
A B 1 Net loss arising from dealing in foreign currencies (6,055) (25,379)
FHIEHERRNESRZ Net gain/(loss) on trading securities
Filias/ (k1) 7,346 (157)
HERERGNAIETHZ Net (loss)/gain from derivatives entered into for
1 R /st trading purpose (2,959) 1,343
A FMEAE M THZ  Net gain/(loss) arising from financial instruments
i/ (1) subject to fair value hedge 6,029 (2,054)
PVAT-(E3HE B S8 A251  Net gain on financial instruments at fair value
TR Z§ through profit or loss 25,649 125,910
38,673 103,908

AR EEARAR 2019F P EIZERE
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6.  JABEEBA 6.  Other operating income
WE6H30H k6 A For the six months ended 30 June
2019 2018
DIATEFHE B A M Dividend income from investments in equity instruments
AT R TERE at fair value through other comprehensive income
Z IR
— MR e - Derecognised during the period
- kg - Listed investments 3,116 2,637
— AR - Held at the end of the period
- bHRE - Listed investments 43,841 16,345
o ANIIE e - Unlisted investments 3,401 4,208
BEME L MBRALH Gross rental income from investment properties 18,607 20,562
HAbf A Other rental income 6,538 6,649
HAh Others 9,100 8,051
84,603 58,452
7. BASH 7.  Operating expenses
WE6A30HIE6MA For the six months ended 30 June
2019 2018
1 BB SR S Employee compensation and benefit expenses
(B FHM) (including directors’ remuneration) 986,935 917,860
17 B Ho A e S Premises and other fixed assets expenses,
YNk i excluding depreciation 86,750 158,816
e Depreciation
— 177 BHAE 2 B (3 18) - Premises and other fixed assets (Note 18) 93,703 89,850
kil va/ES - Right-of-use properties 90,939 -
A RS TR B S Advertising and promotion costs 50,703 44,818
AR~ SCHE % 2 Printing, stationery and postage 23,277 24,257
HAt Others 102,036 98,735
1,434,343 1,334,336
8. fHEWMMER 8.  Credit impairment losses
WE6A30HIE6MA For the six months ended 30 June
2019 2018
A (0Bl 2 Mg New allowances net of allowance releases 124,593 79,715
e [e0 8 1 Y 2 2R Recoveries of amounts previously written off (31,846) (41,102)
92,747 38,613
AR Attributable to:
—KPER - Advances to customers 87,342 52,452
— i e mg R - Other financial assets 10,213 (851)
— BEHORIE R R - Loan commitments and financial guarantees (4,808) (13,488)

92,747 38,613

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019
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9.

Impairment loss on investment in an associate

At 30 June 2019, the fair value of the Group’s investment in
Bank of Chongqging (“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.

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 Dah Sing Bank, Limited (“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.
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10. B

T s A AR B0 T 1% BT A 5 I SRR 65 A1) LA
#16.5% (2018 4F 1 16.5%) 12 A o i Hh
BT 45 0 VA o RSB i R 4k A £ B
KRR 2 BIATR G -

RSERLIE 0 T B A L 2 5L > Tl
25 BUIE B T R 0 7E W] T s P
98 1 2 B 2 Ok, -

10.

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.

WE6A30HIE6MA For the six months ended 30 June
2019 2018

BT Current income tax

— IR - Hong Kong profits tax 176,239 208,202

— WML - Overseas taxation 19,084 26,507
TEHERTIE Deferred income tax

— BRI R 2 L A B g - Origination and reversal of temporary differences 4,192 2,243
BiTH Taxation 199,515 236,952

1. BROEA R A

B E2019%6 H30H k61l A Z A B 3 A
T M B A T4 IR 1,113,821,000 75 7T (2018
1 1,040,777,000 %5 7C) 2 A I E g
A7 40 e B 003 2 IR - 24 #4327,025,376 ik
(2018 4F : 335,075,100 %) #H54 ©

A A B 2 RT3 SR L R T
K E24 () 0 2 Ji A7y ] W 52 oy 2 28

11.

Basic and diluted earnings per share

The calculation of basic earnings per share and fully dilutive
earnings for the six months ended 30 June 2019 is based on
earnings of HK$1,113,821,000 (2018: HK$1,040,777,000)
and the weighted average number of 327,025,376 (2018:
335,075,100) ordinary shares in issue during the period.

The calculation of weighted average number of ordinary

shares has taken into account the effect of the share buy-back
transaction described in Note 24(a) below.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019
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12 SRAERRIR I I B DA PG HTSE 12.

Trading securities and financial assets at fair value through

BE AR A B R profit or loss
20194 2018 4F
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
FHEEE R&NE S5 Trading securities
il - Debt securities:
AN - Listed in Hong Kong 20,724 33,575
=L - Unlisted 6,287,549 7,587,609
6,308,273 7,621,184
DLAP(E R B B A Financial assets at fair value through
R4 0 & profit or loss
AW B R MRS 998 Categorised based on requirements
HENB of HKFRS 9:
S Debt securities:
— AN LT - Listed outside Hong Kong 20,133 53,915
il - Unlisted 394,647 1,249,269
414,780 1,303,184
MRS Equity securities:
. ANil] ~ Listed in Hong Kong 323,746 342,930
—HWLISP b - Listed outside Hong Kong 26,994 33,456
350,740 376,386
765,520 1,679,570
At Total 7,073,793 9,300,754
W EEEESNA Included within debt securities are:
—H R ERBAER) — Treasury bills which are cash equivalents 834,668 -
— HoA ] R 2 — Other treasury bills 5,473,605 7,620,661
— B % - Government bonds - 523
— oAb B o - Other debt securities 414,780 1,303,184
6,723,053 8,924,368

201946 H30 H %20184F12 H31H >
At g5 Bk PR 7 4B R A

BT AR AR 1Y <l 1 AT BN 0

As at 30 June 2019 and 31 December 2018, there were no
certificates of deposit held included in the above balances.

Trading securities and financial assets at fair value through profit
or loss are analysed by categories of issuers as follows:

mr

— HH LR SRR AT - Central governments and central banks 6,308,273 7,621,184

— AT R A4 - Banks and other financial institutions 31,330 659,551

¥ - Corporate entities 734,190 1,020,019
7,073,793 9,300,754

AR EEARAR 2019F P EIZERE
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13, fik4mT i

R201946 H30 H AR TRAGHZ 4

13. Derivative financial instruments

a®
€

The notional principal amounts of outstanding derivatives

FAGRHAPHEWT contracts and their fair values as at 30 June 2019 were as
follows:
o
. B
faeH Fair values
Contract/
notional jed3 Ak
amount Assets Liabilities
) FHEEERAGZAVELR 1) Derivatives held for trading
W) ShEfTE T A a) Foreign exchange derivatives
EMRHEAL Forward and futures contracts 72,184,274 270,475 (240,988)
A Tl A1 S E Currency options purchased
and written 13,618,888 10,942 (11,008)
L) FIEGAETR b) Interest rate derivatives
GESN Interest rate futures 804,147 - (620)
| F 45t 1] Interest rate swaps 1,467,947 17,300 (13,236)
A B o = A Interest rate options purchased
and written 675,998 - (687)
W) it TA ) Equity derivatives
i A\ B R 5 1 S Equity options purchased
and written 391,596 4,599 (4,603)
FERE MG iiE TR Total derivative assets/(liabilities)
G/ (A1) A3t held for trading 89,142,850 303,316 (271,142)
2) FEEWRRZMELR 2) Derivatives held for hedging
F) #BELIATFEE W a) Derivatives designated as
fiitk TA fair value hedges
AR Interest rate swaps 33,984,506 137,787 (577,022)
L) HELIZTEE 2 b) Equity futures designated as
& fair value hedges
W T Equity futures 1,078,813 - (10,608)
PRI R 2 i TR Total derivative assets/(liabilities)
G/ (A1) A3t held for hedging 35,063,319 137,787 (587,630)
B ZAVE SR TH Total recognised derivative financial
g/ (AR &5 assets/(liabilities) 124,206,169 441,103 (858,772)

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019
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13, fik4m T (4)

20184 12 A 31 H ARE MM A THAKZ

HFAE PILATHEIT

13. Derivative financial instruments (Continued)

The notional principal amounts of outstanding derivatives

contracts and their fair values as at 31 December 2018 were as

follows:
&t/
P AT
Contract/ Fair values
notional G af
amount Assets Liabilities
1) FERERB2METH 1) Derivatives held for trading
H) ShERTE TR a) Foreign exchange derivatives
B EE Forward and futures contracts 67,192,282 262,900 (328,733)
P A B H A1 E S A Currency options purchased
and written 9,883,176 8,677 (8,505)
) FIFEfiETA b) Interest rate derivatives
Flm & Interest rate futures 39,154 - (589)
piEs Interest rate swaps 2,392,768 11,611 (7,915)
P A B R 2 0 Interest rate options purchased
and written 678,038 16 (105)
W) HEm ik TA ¢) Equity derivatives
il N\ R 5 A Equity options purchased
and written 422,016 6,195 (6,201)
FERE Mgz i LR Total derivative assets/(liabilties)
B/ (A &3 held for trading 80,607,434 289,399 (352,048)
2) FefEEI AR AR TR 2) Derivatives held for hedging
B) JEEUNTEE M a) Derivatives designated as
fETH fair value hedges
g Interest rate swaps 28,818,549 437,644 (121,225)
g2 e TR Total derivative assets/(liabilities)
i/ (AR &l held for hedging 28,818,549 437,644 (121,225)
EHRZAESR TR Total recognised derivative financial
&/ (A 43t assets/(liabilities)

AR EEARAR 2019F P EIZERE

109,425,983

727,043 473,273
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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 1231H

As at As at

30 Jun 2019 31 Dec 2018

ERE 4 Exchange rate contracts 702,814 593,139
FEEH 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 FINANCIAL HOLDINGS 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)

14.

K B AR H 14. Advances and other accounts
20194 20184
6H30H 12A31H
As at As at
30 Jun 2019 31 Dec 2018
%P A 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)
— B3 - 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 485,674 -
A= Other assets 6,250,935 5,347,126
e BEE Less: impairment allowances
— B - Stage 1 (12,246) (9,577)
Y] - Stage 2 (586) (491)
— B3 - Stage 3 (22,090) (21,138)
(34,922) (31,206)
6,216,013 5,315,920
FREFRAMEA Advances and other accounts 142,391,722 137,705,223

AR EEARAR 2019F P EIZERE
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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
ERRHESSRRASEZF S Credit-impaired loans and advances as a %
PET of 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 FINANCIAL HOLDINGS 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, BEERBIALRE (4) 14. Advances and other accounts (Continued)
(M) B ~ R R A8 A B () (a)  Impaired, overdue and rescheduled assets (Continued)
(i) AR ER R AR (i) Gross amount of overdue loans
201946 301 2018412431
As at 30 Jun 2019 As at 31 Dec 2018
WA R AR
g b BRAH
Gross Gross
amount of 144 amount of i
overdue [E.L:7 overdue Horlt
loans % of total loans % of total

REEXFESAE @l Gross advances to customers
which have been overdue for;

“3ALL L6 A - six months or less but over
three months 179,070 0.14 99,729 0.08
—6AMULE 1 - one year or less but over
six months 129,685 0.10 51,812 0.04
-1EMULE - Over one year 334,380 0.25 429,568 0.33
643,135 0.49 581,109 0.45
HHEA S S Market value of securities
AR it held against the secured
overdue advances 1,279,136 565,273
HE@ MR Secured overdue advances 478,845 392,626
AT 0 Bk Unsecured overdue advances 164,290 188,483
W B 3 (e Al Stage 3 impairment allowances 187,693 207,437
WA Z WS 5 AT Collateral held mainly represented pledged
P IR R AL E deposits, mortgages over properties and charges
EEEEAM - over other fixed assets such as equipment.

26 RFTEMEEGRAA 2019Fh HEERE
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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 20184
6H30H fhidim 12/31H a5
As at Hik As at A
30 Jun 2019 % of total 31 Dec 2018 % of total
KPR Advances to customers 272,674 0.21 311,262 0.24
PREL 3 A Stage 3 impairment allowances 113,797 115,877
(iv) HH5EE (v)  Trade bills
20194 20184
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
B o EE > wi Trade bills which have been overdue for:
—3AULZE 6 A - six months or less but over three months 6,026 -
Wik B 3 (P e Al Stage 3 impairment allowances - -
() ALl #E77 (b)  Repossessed collateral
A Z e B R Repossessed collateral held is as follows:
20194 20184
6J30H 12A31H
As at As at
30 Jun 2019 31 Dec 2018
BENE Nature of assets
{EL/E3 Repossessed properties 141,893 153,639
Aty Others 9,199 8,336
151,092 161,975

W EHE AR A R A AT IR DL -
WK IE I LA A B 2 A SR (R R
fis

i w1 ] 5 B4 (E £ 60,205,000 # TC
(20184E 12 A 31 H : 60,349,000 #: 7T
ZAEH B L) T A > A
42 [ AR 8 b B A Sk B LA 2 T A T
AT DL HEAE RE B IRl o %449 5
SO T A R R
ZERE o M SR A R -

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 FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019
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15, s

T AR A A i S A Y U5 9 R A S T
) Fe P B 2 % AR B
B GR FUNE Bl R R -

BHORYE K it

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 [:123) [ {2&] it
BEGES BUGER BMGR SNGR
BEER OB ORMEE  BHEE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
WI94E1H1H At 1 January 2019 563,307 133,876 363,007 1,060,190
Ly Transfers:
LESE T ) Transfer from Stage 1 to Stage 2 (9,505) 26,493 - 16,988
MBI BB EHES Transfer from Stage 1 to Stage 3 (9,491) - 112,907 103,416
PRE 2 R B Transfer from Stage 2 to Stage 1 3,561  (10,038) - (6,477)
LE LA Transfer from Stage 2 to Stage 3 - (6,749) 21,540 14,791
LESE HEA 1Y) Transfer from Stage 3 to Stage 2 - 114 (318) (204)
PEB 3 S R IR 1 Transfer from Stage 3 to Stage 1 89 - (290) (201)
MR BEA: ~ BEABURBERER 2 New financial assets originated, purchased or
SR derecognised during the period 73,310 (4,244)  (11,654) 57,412
PDs,/LGDs,/ EADs,/ FilE () Changes in PDs/LGDs/EADs/forward looking
isvd 1| assumptions (89,063)  (14,374) 3816 (99,621)
TR RRRE 3R Unwinding of discount 24,350 1,956 2,302 28,608
Jigh Write-offs - - (160,580)  (160,580)
ANIE e HCA S Foreign exchange and other movements (318) (55) (175) (548)
201946 H30H At 30 June 2019 556,240 126,979 330,555 1,013,774
HE In respect of:
ERER Advances to customers 421,621 120,139 330,555 872,315
BRI R Loan commitments and financial guarantees 134,619 6,840 - 141,459
556,240 126,979 330,555 1,013,774
FHRAE Abbreviations used:

PD  EHEKER
LGD #E#iHkE
EAD 4R\ ik i
ECL THHifE &R

AR EEARAR 2019F P EIZERE

PD  Probability of default
LGD Loss given default

EAD Exposures at default
ECL  Expected credit loss
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15, WEHE R (4F) 15. Loss allowance (Continued)
PEE 1 PEE 2 B3 At

EHfEE BAGE  BARR  BHES
BEEE  BREG  BREE BRI

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance  allowance  allowance  allowance
2018 1A 1H At 1 January 2018 446,849 200,410 451,599 1,098,858
iy Transfers:
PEE 1 R 2R 2 Transfer from Stage 1 to Stage 2 (4,415) 15,341 - 10,926
LESE UL ) Transfer from Stage 1 to Stage 3 (11,466) - 239239 227,773
LE v Transfer from Stage 2 to Stage 1 12,623 (33,604) - (20,981)
ME L EREHES Transfer from Stage 2 to Stage 3 - (59100 19,979 14,089
LERE G EY ) Transfer from Stage 3 to Stage 2 - 10 (10) -
PEB 3R 2R Transfer from Stage 3 to Stage 1 - - - -
WRBEA - BABRBEMRZ  New financial assets originated, purchased or
SRERE derecognised during the period 127,360  (61,577)  (86,014)  (20,231)
PDs,/LGDs,/EADs/Hili#t#)  Changes in PDs/LGDs/FADs/forward looking
R %8 assumptions (7,083) 18,080 90,372 101,369
HRBREGH Unwinding of discount 557 1,482 34 2,073
ki Write-offs - - (351,930)  (351,930)
SR B SA 5 ) Foreign exchange and other movements (1,118) (356) (262) (1,736)
20184F 12431 H At 31 December 2018 563,307 133,876 363,007 1,060,190
A In respect of:
KF & Advances to customers 423650 127,284 362,989 913,923
BRI R 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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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 12H31H
As at As at
30 Jun 2019 31 Dec 2018
B S Debt securities:
—Fd b - Listed in Hong Kong 18,555,281 17,400,087
— kLIS T - Listed outside Hong Kong 18,921,693 16,758,546
=L - Unlisted 7,349,946 7,624,966
44,826,920 41,783,599
MRt Equity securities:
— ik Ll - Listed in Hong Kong 1,177,370 1,220,166
—F LA LT - Listed outside Hong Kong 1,680,553 1,217,955
=L - Unlisted 82,895 83,043
2,940,818 2,521,164
At Total 47,767,738 44,304,763
W EEESNA Included within debt securities are:
— A G - Certificates of deposit held 14,994 429,758
—BEE (FRBEAER) — Treasury bills which are cash equivalents 498,717 2,008,522
— A R e - Other treasury bills 7,799,800 6,698,961
— B % - Government bonds 118,222 191,387
— HAb B 5 ~ Other debt securities 36,395,187 32,364,971
44,826,920 41,783,599
DA TERHE A8 AL Financial assets at fair value through other
AT I R AT comprehensive income are analysed
BRI AT E by categories of issuers as follows:
s - Debt securities:
— PR R R T - Central governments and central banks 8,416,739 8,988,870
— NS - Public sector entities 354,431 578,160
— AT B A 4 A R - Banks and other financial institutions 7,912,231 7,540,421
—f¥ - Corporate entities 28,143,444 24,676,073
— iy - Others 75 75
44,826,920 41,783,599
itk Es Equity securities:
— SR BOHC At 4 R A - Bank and other financial institutions 558,775 598,916
—{% - Corporate entities 2,382,043 1,922,248
2,940,818 2,521,164
47,767,738 44,304,763

AR EEARAR 2019F P EIZERE
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17.

a®
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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
&R 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
—F bl - Unlisted 4,670,799 3,643,134
9,926,330 9,267,841
J0BE - W E A Less: impairment allowance
B - Stage 1 (5,661) (5,056)
Bt Total 9,920,669 9,262,785
WIEAEEE SR NA Included within debt securities are:
— A T s - Certificates of deposit held 1,457,987 1,126,132
— B - Treasury bills 2,439,607 1,941,080
- B ER - Government bonds 522,594 523,450
— R Es % - Other debt securities 5,506,142 5,677,179
9,926,330 9,267,841
VAR AR IR 4 & 63817 Financial assets at amortised cost are analysed
BRER AT by categories of issuers as follows:
— B R T - Central governments and central banks 2,962,201 2,464,530
— AT R LA A - Banks and other financial institutions 4,284,597 4,047,949
— ¥ - Corporate entities 2,668,443 2,744,273
— it - Others 11,089 11,089
9,926,330 9,267,841

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019
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18, A7 R I fb B e 18. Premises and other fixed assets
I~ Sth
Biif
Furniture,
fi%  equipment and Er
Premises  motor vehicles Total
BWE 201946 30 HIL6 M A Six months ended 30 June 2019
B HR T (A Opening net book amount 1,610,891 472,178 2,083,069
e Additions - 43,992 43,992
& Disposals - (2,653) (2,653)
e (et 7) Depreciation charge (Note 7) (26,029) (67,674) (93,703)
I b 2 5L Exchange difference (269) (172) (441)
WA SR I Closing net book amount 1,584,593 445,671 2,030,264
2019426 30 H At 30 June 2019
%N Cost 2,478,495 1,193,465 3,671,960
2R Accumulated depreciation (893,902) (747,794) (1,641,696)
I T V3 (1 Net book amount 1,584,593 445,671 2,030,264
HE20184 12 431 H AR Year ended 31 December 2018
AEA B T VA Opening net book amount 1,724,134 432,486 2,156,620
i Additions - 176,234 176,234
G Disposals - (2,066) (2,066)
PELH Depreciation charge (46,881) (130,749) (177,630
S5 Exchange difference (5,910) (3,726) (9,636)
EHBTERIENE Reclassification from premises to
investment properties (60,452) - (60,452)
AR (E Closing net book amount 1,610,891 472,179 2,083,070
2018412 431 H At 31 December 2018
WA Cost 2,073,270 1,204,117 3,277,387
ZREIE Accumulated depreciation (462,379) (731,938) (1,194,317)
T TEE 3% (1 Net book amount 1,610,891 472,179 2,083,070
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19.

20.

21.

BHEME 19. Investment properties
BE 20194 HE 20184
6730 HIE 1243101k
6fiH I
Six months Year
ended ended
30 Jun 2019 31 Dec 2018
/44 At beginning of the period/year 1,426,106 1,219,840
HEHABUTE RIEN % Reclassification from premises to investment properties
—EHM AT Z R R - Net book value of premises reclassified - 60,452
— B R R AT A (R - Surplus on revaluation credited to premises
revaluation reserve - 76,623
ERLYARIELVES Fair value gains on revaluation - 69,191
m/ ek At end of the period/year 1,426,106 1,426,106
AREEMR 20184512 A 31 H AHEY 20 E The Group’s investment properties were last revalued at 31
(BEEAT T EAN o MURTAR b 8 o ESE R 2 December 2018 by adopting the direct comparison approach
FITS — AT BRI (% L S LSRR ) A7 PR or the income capitalisation approach and with reference to
A B e B e B B A 2 A S B — recent transactions for similar premises as far as practicable by
KOV RAER (RP) A R R A R 2 independent, professionally qualified valuer Savills (Valuation and
B A B RS A BB AL Professional Services) Limited for investment properties in Hong
TLLAR] 275 2 AR (D)4 26 FLA 1A 1S e B o Kong and Mainland China, and by Savills (Macau) Limited for
i1 e investment properties in Macau.
%PEX 20. Deposits from customers
20194 20184F
6J130H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
TR S AR 3R Demand deposits and current accounts 36,327,813 37,161,415
& fEaK Savings deposits 28,587,547 28,624,466
SER R RRHITEK Time, call and notice deposits 110,921,700 106,623,880
175,837,060 172,409,761
CEAT A3 21. Certificates of deposit issued
20194 20184
6H30H 12A31H
As at As at

30 Jun 2019 31 Dec 2018

iR SRR T A T-E S R At fair value under fair value hedge

(for hedging interest rate risk) 4,819,115 4,422,293

TR AT R At amortised cost 1,320,621 2,112,783
6,139,736 6,535,076

AR A M BB AT A7 SR B R4 5 A e The amount that the Group would be contractually required to
1 42 BEAE DL B T B 2 R T (L 155 4,000,000 pay at maturity to the holders of these certificates of deposit is
WIT (2018412 H31H  #13,000,000%7C) HKS$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 FETTH 2020 EEFI W US$225,000,000 Subordinated Fixed Rate
E VRIS (7 () Notes due 2020 (Note (a)) 1,773,571 1,782,046

225,000,000 0 2024 FEFIHIRG - US$225,000,000 Subordinated Fixed Rate
TEREERYE (#(2)) Notes due 2024 (Note (b)) - 1,760,547

250,000,000 7T 2026 S EI MY US$250,000,000 Subordinated Fixed Rate
ERRIERET (7 (7)) Notes due 2026 (Note (c)) 1,947,971 1,906,489

225,000,000 F TR 2029 £ F W US$225,000,000 Subordinated Fixed Rate
ERREES (7 (7)) 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 -

AR EEARAR 2019F P EIZERE

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, RAEAE ()
2 ()

(F) BCTSRHERITIA 20164F 11 A 30 H %47
Z.250,000,000 3 TG 1E 5 28 5 Jor b i
T4 B SE T W LI 2 s — 8k
EARHY 104 S E AT (EH )
(ZHAEST B U CERIT2E CEAR) LRI 2 5
) o MRS 2026411 H 30 A
B o PEMEEE H 52021 4E 11 H 30
Ho fasfT H 2 LSRR > 4
B 5425% > PR E—IR - B
MG R R H R 18
AR S5 TR T T S A A 2 R ) e £
HERMN2SS BT - HEEFBEER
FEACHEE » K aRAT T D22 1 i (e
B A (JEFRA) 1 o KomsATan e
S — ] PR SR AT 5T 7 R SR 4w 1) K £
5 B0 [ 2 RS Bt /5 D) 35 T aR AT ] 2
Pr BB HBE IR B A S AT

(T) BETA OB RITIN 20194F 1 H 15 H 1T
Z.225,000,000 32 JLTE & 638 5 BT b1
R A4 R e ML 2 5 5
BRI 10 47300 52 AR 1B 1085 ([ & )
(ZEMST R AT (CEA) B 2
Pk o WA EH 7 20294E1 A 15 H
B0 o BEEEMEIEE A B 202441 H 15
Ho a3 H 2 HBSUEER > 4F
B55%  BLFEMAE—K e Kk
MG RSP IR H R > 248
BRI B o T I 5 A ) 25 [ R R
BHERM25EF o« HHEFES
ERTESCHE » KBrERAT Al DL
(B I AT (FE00) 1205 o KndRAT
IR EL B — 0 B R AT T R R B A 4
SRS 11 [ 5 R S dsi i 2 DL 95 e R T
I 27 5 FEBREAC) 2 B R B -

R [ 7 I 25 15 A1 3 AR A 0 E 1 Y
SRR LT A 2 IR T {EAK 71,000,000 # 0
(20184F12 A 31 H * 32,000,000 #7T) ©

22.

Subordinated notes (Continued)
Note: (Continued)

(c)  This represents US$250,000,000 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 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 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 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.

23, Mk H KB 23. Other accounts and accruals

20194 20184
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
HEE &K Lease liabilities 502,209 -

A IE R RS Amount payable arising from purchase of
&8 securities pending for settlement 73,594 1,342,997
HAb s 15 S Other liabilities and accruals 7,969,532 8,898,774
8,545,335 10,241,771
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24, BHE4 24, Shareholders’ funds
20194 2018 4F
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
fie A Share capital 4,248,559 4,248,559
TEE G Premises revaluation reserve 606,238 606,238
TCEE A R Investment revaluation reserve 386,078 (169,124)
I L. Exchange reserve (169,988) (156,373)
ARG Capital reserve 6,383 6,495
— Wit General reserve 484,289 484,289
DL A7 A BV T 22 il Reserve for share-based compensation 2,121 1,654
fRE LA Retained earnings 20,587,785 20,413,669

26,151,465 25,435,407

BB BRI 2 8RIE /  Proposed dividend/dividend paid included

EIRRE in retained earnings

(F) AREAANFIR201943 A 15 H 852
JB R R R B RIE R 2 ek AN
201943 H 28 H 58 il B = ZE UFJ4RAT
AT 2 B4 > R 4% 3 18§ 15,500,000
AN TR o wZ B0 ] B A ) H 58
- AUME 591,635,000 T A AR 2
REARAZAS

(&) RAraAT 7 a5 v vk A 20 LA B A
AT A R B U A 0 YR R B G
LUANZ B IS WAL o MR o B ok
5 (b At S L o SE R AT FRC A IR
oy m) ([P 7 ST 1) BOROH AT
() A BRA R ([ RBRAT () )
TR B v ST SR O B LA AR
ERBRZ A ERE o %5 E M
AR T IR T ROR 2 b e - B
A 2 S R R AT R
il Sl R Rt A PR L

R201946 30 H » KPRGEIEE
1,152,419,0003% ¢ (20184F12 31 H :
1,195,194,000 4 7C) 2 @ #E1E B B4
it ek B A A — il SR

EHE A RE A P8 E -

AR EEARAR 2019F P EIZERE

(@)

124,634 348,336
In accordance with the resolution passed at the
extraordinary general meeting of the Company held on
15 March 2019, the Company concluded the contract
with MUFG Bank, Ltd. on 28 March 2019 to repurchase
15,500,000 shares of the Company from the latter. The
share buy-back was completed on the same date at a
consideration of HK$591,635,000 which was paid out
from the retained earnings of the Company.

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

ELAAE R AR 2 B 5L Expenditure contracted but not provided for 92,281 89,469
(Z) 1FE#IE (b)  Credit commitments

REEEEBEEIVRERETER The contract and credit risk weighted amounts of the
2T H A % 4% S HAE BB Group’s off-balance sheet financial instruments that

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

BHEW
Contract amount

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

30 Jun 2019 31 Dec 2018

HEGERES Direct credit substitutes 779,743 604,991
B2 5 W 2 SR T H Transaction-related contingencies 519,549 507,169
HUE b I 2 sk TEH Trade-related contingencies 607,218 966,996
RGN Commitments that are unconditionally

W R cancellable without prior notice 74,202,099 71,049,928
oty HFABR A - 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

v BRI IR 1
Credit risk
weighted amount

20194 20184
6H30H 12H31H
As at As at

30 Jun 2019 31 Dec 2018

AR B BOEYE Contingent liabilities and commitments 1,790,100 1,548,583
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25.
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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 12H31H
As at As at
30 Jun 2019 31 Dec 2018
KWGHFBEERNERE Assets pledged with HKMA:
FIEEE NGB % Trading securities 4,143,591 3,718,420
DAAP(E R B A B Rt A Financial assets at fair value through
HoAb A T AR Y 2 other comprehensive income 1,346,474 1,416,143
5,490,065 5,134,563
MBAE : Associated liabilities:
FERE RN AR Trading liabilities 6,289,961 5,758,954

T A% o B o T O B
PR 2 JF BURF 5 A BR RL R

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

HETH(E - repurchase agreements and the associated liabilities are
as follows:
20194 2018 4F
6H30H 12H31H
As at As at
30 Jun 2019 31 Dec 2018
I B ok T 2 SR T Assets pledged under repurchase agreements:
HERE ARG Z% S Trading securities 78,520 500,000
DLt E B A ERA Financial assets at fair value through
HA T IEH 2 S other comprehensive income 1,172,877 1,676,716
DL B AR T R ) 4 i 8 Financial assets at amortised cost 188,345 469,964
MBAGR Associated liabilities:
AT Deposits from banks 1,095,421 1,995,696
HAbEH KR Other accounts and accruals 300,000 500,000

38 R EMEEGRAR 2019Fh HEERE

1,395,421 2,495,696
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26.  FHHIH 26. Maturity analysis
TR E R R 2 A B A A FI The table below analyses the Group’s assets and liabilities into
F sl 5 7RI IE R) H ( T)  FRR  RR J relevant maturity groupings based on the remaining period at the
ZEE AL - end of the reporting period to the contractual maturity date or,
where applicable, the earliest callable date.
1AL
f3mA

SUT EARE DL
1HE 3 months 1k Zsk
i BN or less Over QOver SAEDLE

Repayable Upto butover 3 months 1 year Over  fEANIAM i

WI9%6H30H At 30 June 2019 on demand 1 month 1 month tofyear  todyears Syears  Indefinite Total
jifia Assets
e RE@ntss  Cashand balances with banks 2,617,887 12,208,982 - - - - - 14,826,869
TERTIE0EAK  Placements with banks maturing

Eliliye o between one and twelve months - - 4960827 3,317,620 - - - 8218447
BEEERRNEE  Trading securiies - 43909 2518401 3,345,239 20,724 - - 6308213
PATEAEAEES  Financial assets at fair value

TARRINAREE through profit or loss - 209,373 119,144 - - - 437,008 765,520
SRR Derivative financial instruments 54,319 62,416 181,176 98,254 44,938 - 441,103

FEELREMER  Advances and other accounts 7924497 22013513 12953644 16,623,167 39,403,865 40,592,255 1,980,781 142,391,722
DUAY {28 HAEE31A Financial assets at fair value through

AfAEREWABEE  other comprehensive income - 3416282 4105679 4247700  21,149510 11923744 2924814 47,767,738
DR HUA TR SR Financial assets at amortised cost - 1293252 780516 2893767 4931939 7,806 13,389 9,920,669
BEATHY Investment in an associate - - - - - - 308136 3028136
FREHERLE Investments in ointly controlled

entities - - - - - - 100,190 100,190
i Goodwil - - - - - - 74603 874,603
V&R Intangiole assets - - - - - - 80,027 80927
TEREMAZEE  Premises and other fived assets - - - - - - 2,030,264 2,030,264
fil Investment properties - - - - - - 1,426,106 1,426,106
gk Current income tax assets - - - 2,890 - - - 2,890
iEpsAE Deferred income tax assets - - - - 104,687 - - 104,687
et Total assets 10,542,384 40519630 25,500,627 30,611,568 65708079 52,568,743 13,796,213 239,248,144
fif Liabilities
i, Deposits from banks 1883 1,288,177 524290 -8 - - 2662582
AR Derivative financial instruments - 47,062 39,838 167,533 272,604 31,127 10,608 858,772
BrEEMAMEE  Trading liabiities - 1550569 2413125 2,316,335 9932 - - 6,280,961
32t Deposits from customers 64915360 33345459 40263415 33494963 3,817,863 - - 175,837,060
Rk Sl 6 Certfcates of deposit issued - 140955 1514719 3521093 953,969 - - 613973
TR Subordinated notes - - - 1135 3,762,799 - - 553370
AR LR Other accounts and accruals 112535 1833660 582708 1516944 1748636 1388934 1,361,918 8545335
Hgtia e b Current income tax liabilties - - - 332,659 - - - 332,65
EILHRAR Deferred income tax liabilties - - - - 46,331 - - 46,331
fifat Total liabilities 65,046,731 38214882 45338005 43123098 11443413 1710061 1,372,526 206,248,806
T T Net liquidity gap (54504347) 2304748 (19.837468) (12511,530) 54,265,566 50,858,682 12,423,687 32,999,338
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26.  BMHIW () 26. Maturity analysis (Continued)
1AL
[3@A 3EAML
1A BT ESE: 1YL
e FUT  Smonths Over F5E SEYE
Repayable Upto  orlessbut — 3months  Over 1 year Over  EUIEY &3
WIBEA3H At 31 December 2018 on demand T'month  over T month folyear  fo5years 5 years Indefinite Total
B Assets
BeREgm0ESR  Cashand balances with banks 283,057 14,400,342 - - - - - 17235399
T8I E0EAK  Placements with banks maturing
Eh iy between one and twelve months - - 5230841 5,198,587 - - - 10429428
BEEERRNEE  Trading securities - 4495 1830827 5715679 20,713 - - T8
WATEAEALES  Financial assets at fair value
FABBIAEEE  though profit orloss - 208,732 118,751 - - - 132087 1679570
k2@ TR Derivative financial instruments - 87175 48,757 136,351 117,324 337,436 - 727,043
RESHRAMER  Advances and other accounts 7767138 23501827 12306513 16724530 35701699 39711836 1,971,680 137,705,223
DAt FLECE3 A Financial assefs at fair valus through
E2miaNEEER  oher comprehensive income - 2432105 1492047 8435173 20348111 9,000,709 2,506,618 44,304,763
DR KA A0 B B A Financial assets at amortised cost - 379,556 687,729 2532675 5,641,636 7819 13370 9,262,785
 UNGIE S Investment in an associate - - - - - - 3620507 3620597
TREHERLE Investments in jointy controlled
entities - - - - - - 87,691 87,691
it Goodwil - - - - - - 874,603 874,603
LA Intanglble assets - - - - - - 80,927 80,927
MERAMEELE  Premises and other fixed assets - - - - - - 2083070 2,083,070
fihng Investment properties - - - - - - 1426106 1426,106
Hmfiake Current income tax assets - - - 445 - - - 445
EiRRLE Deforred income tax assets - - - - 158837 - - 158837
Brhit Total assets 10,602,195 41074702 21724465 38747447 61,988,120 49,147,800 14,016,749 237,301,478
B Liabilties
B Deposits from banks 201045 1,207,258 865,493 660,892 822,368 - - 3,797,556
fESRIA Derivative financial instruments - 181,755 63,923 156,670 108,405 1252 - 473273
BEEERGNAR  Tradng iabiities - 1457043 2820408 1471633 9870 - - 5758954
KR Deposits from customers 65,701,207 34,797,006 42,767,725 26,245,002 2,784,935 113,866 - 172,409,761
il Certficates of depostt issued - 170421 1078732 3110082 647,041 - - 653,07
(At Subordinated notes - 1760548 - - 368853 - - 5449082
HHRH R Other accounts and accruals 122,588 3,821,489 564,009 1564442 1286106 1411277 1471800 10,241,771
Hibias Current income tax liabilfes - - - 598,85 - - - 598,85
EREREAR Deferred income tax liabiliies - - - - 44,702 - - 44702
BffAs Totalliabilties 06,065,360 44,879,320 48,195,350 33807576 9,391,961 1,537,663 1,471,800 205,309,030
HREEE Net liquidty gap (65,463,165) (3,804,618 (26,430,885)  4,939.871 52,596,159 47,610,137  12,544949 31,992 448

AR EEARAR 2019F P EIZERE
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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

1

Descriptions

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

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.

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

e A R s e o o

TAFERH R EE N AR

unobservable components.

Assets and liabilities measured at fair value:

AR P Recurring fair value measurements
B Wk Wi it

201946 H30H At 30 Jun 2019 Level 1 Level 2 Level 3 Total
FaS Descriptions
DIAP(EEE BB A Financial assets at fair value

BalamEE through profit or loss

EHH Debt securities 52,916 6,636,790 33,347 6,723,053

i Enlitvsd Equity securities 350,740 - - 350,740
HE4mITE Derivative financial instruments

BIEEE % Held for trading - 303,316 - 303,316

FiH RS Held for hedging - 137,787 - 137,787
DUAFERHE H BB Financial assets at fair value through

Hib2miiEMeMERE  other comprehensive income

fiHs Debt securities - 44,826,920 - 44,826,920

iR Equity securities 2,841,844 16,079 82,895 2,940,818
BATEFEZEREAT  Total assets measured at fair value 3,245,500 51,920,892 116,242 55,282,634
PIAT-ERFE HEEHE A Financial liabilities at fair value

i E’J%mﬂ!ﬁ% through profit or loss

HEEER Held for trading - 6,289,961 - 6,289,961
it eI E Derivative financial instruments

FFERE MR Held for trading 620 270,522 - 271,142

T RS Held for hedging 10,608 577,022 - 587,630
BATEFEZEEAT  Total liabilties measured at fair value 11,228 7,137,505 - 7,148,733
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27. ATVHEMER (FH)

BAVEF R EERAR ()

FUE R3O E 2 MG B b
PRI MAS TSR - WESMEE RN
FEFR  SHLSAEME -

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 and structured notes.
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
15 GVE CRE GF

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

FFEABE SR through profit or loss

BBEHEE Debt securities 942,253 7,948,667 33,448 8,924,368

el Equity securities 376,386 - - 376,386
Mk eR TR Derivative financial instruments

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

A S Held for hedging - 437,644 - 437,644
DLV R B R B)EH A Financial assets at fair value through

HAb2 T4 mERE  other comprehensive income

fEH R 5 Debt securities - 41,783,599 - 41,783,599

g R 25 Equity securities 2,423,501 14,620 83,043 2,521,164
AT ERREZEEAT  Total assets measured at fair value 3,742,140 50,473,929 116,491 54,332,560
DA H L) Financial liabilities at fair value

FEAREE R ARG G through profit or loss

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

FHIERER® Held for trading 589 351,459 - 352,048

T S i Held for hedging - 121,225 - 121,225
BATEREZABAT  Total liabilities measured at fair value 589 -

AR EEARAR 2019F P EIZERE

6,231,638
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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
MBRETHRE LEEEE2 I Operating profit before gains and losses
TR AT 2 2 on certain investments and fixed assets 1,310,747 1,598,132
FAEIA Net interest income (2,067,057 (2,142,782)
e Bk g Dividend income (59,021) (27,435)
{3 e B A 4R Credit impairment losses 92,747 38,613
e Depreciation 184,642 89,850
DATBRERE S A AR 1 B Provision for equity-settled share-based
ST 2 B Al compensation 843 391
TR 1% 2 B s Advances written off net of recoveries (128,734) (130,003)
BB Interest received 3,654,920 3,119,090
EERED:) Interest paid (1,295,963) (727,042)
Sk Dividend received 139,364 91,509
HEEENABEEEN Operating profit before changes in operating
A assets and liabilities 1,832,488 1,910,323
BEEERABZES) Changes in operating assets and liabilities:
— R H R H - money at call and short notice with an
RS original maturity beyond three months 3,183,329 (219,910)
—JFEMAEA3IMEAZ - placements with banks with an original
TESRAT IR maturity beyond three months 3,371,683 2,744,271
—FHEHE MG E S - trading securities 2,147,580 3,637,635
—fitsMLH - derivative financial instruments 671,439 (228,890)
— A T-ERHE B ) - financial assets at fair value through
AT S profit or loss 914,050 265,607
Lt - trade bills 497,801 (64,708)
- KPR ~ advances to customers (3,757,697 (3,413,803)
- HibiRE - other accounts (838,814) (131,681)
=P BB A - financial assets at fair value through other
Hofh 2 £ 1 4 A comprehensive income (4,445,749) (8,999,448)
— DV 1A 51 AR 0 4 L 1 - financial assets at amortised cost (680,953) 172,089
— R - deposits from banks (1,134,974) (68,874)
—FHERE &N AR — trading liabilities 531,007 (3,325,254)
— KPR - deposits from customers 3,427,299 1,828,912
— BT - certificates of deposit issued (399,641) (487,585)
— HAMR A KR - other accounts and accruals (2,171,933) 337,157
e 56, 7 Exchange adjustments 5,977 22,251
mASIEERA /(TR (934 Cash generated from/(absorbed by) operating activities 3,152,892 (6,021,908)
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
KAAEEWA/ () B4 54 Net cash from/(used in) operating activities 2,602,913 (6,364,112)
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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 banking business and insurance business. For
banking business, operating performances are analysed by
business activities for local banking business, and on business
entity basis for overseas banking business. For insurance
business, resources allocation and performance evaluation are
based on insurance business entity basis.

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 Insurance business includes the Group’s insurance and
pension fund management business. Through the Group’s
wholly-owned subsidiaries in Hong Kong and 96% owned
subsidiaries in Macau, the Group offers a variety of
insurance products and services.

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.
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29. Operating segment reporting (Continued)

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.

BRE20194E6 H30HiE 6 A For the six months ended 30 June 2019
AR W Wkt RREH BHH
Personal  Commercial WeEHE  Overseas  Insurance N Inter- it
Banking Banking Treasury Banking  Business Others segment Total
FHEMA/ ) Net nterest incomef{expenses) 869,560 620672 359,078 248,834 18200 (44,287) - 2,067,087
FABIA/ () Non-nterest income/[expenses) 477,89 92,784 (40,949) 69,248 103,180 75,402 (6,781) 770,780
NkRRREZ Total operating income net of
B insurance claims 1,347,456 713,456 318,129 318,082 116,380 31,115 (6,781) 2,837,837
BELH Operating expenses (94074 S3EM0 3810) (5145 (61290 3605 6781 (1,434,349)
MIEEHIE (ER) /. Operating profit before orecit
W S E A impalrment (losses)/written hack 552,482 459,946 234,319 66,937 55,090 34,720 - 1,403,49%
EERME (ER / Oredlt impairment (losses)/
3 written back (116,498) 36,009 (5,085) (3,484) (1,222) (2,467) - (92,747)
MR ( Eﬁfﬁ )/ Operating proft after credit
Eli%z SRR A impairment (losses)/written back 435,984 495,955 209,234 63,453 53,868 32,253 - 1,310,747
&%Efﬁ%ﬁéz Net loss)/gain on dlsposal of
FER) /i other fived assets (2,545) - - % 12 - - (2,509)
HELAFEFEHA  Netloss on disposal of financiel
S AM2TIE  assets at fair value through
MARERZFER  other comprehensive income - - (24) - - - - (24)
YNt 4 vd Impaiment loss on investment
HEER in an associate - - - (70,000 - - - (70,000
FElBaAR 228 Share of results of an associate - - - 410,860 - - - 410,860
FEfhREHERZ  Share of results of jointly controlled
5 entities - - - - - 12,499 - 12,499
(il Profit before taxation 433,439 495,955 229,210 404,337 53,880 44,752 - 1,661,573
BUELH Taxation expenses (11,554) (81,758) (37,806) (3,617) (3,772) (1,008) - (199,515)
A Profit for the period 361 885 414 197 191 A04 400 720 50 108 43,744 - 1 462,058
BE2019%F6/1300 1 For the six months ended
il 30 June 2019
TERERER Depreciation and amortisation 40,258 8,519 3,210 31,927 1,816 98,852 - 184,642
R019%E6H30H  Asat30 June 2019
HEEE Segment assets 52,193,633 64,404,373 77320631 36,892,883 4446391 9,227,088  (5,236,855) 239,248,144
MER R Segment liabilties 105,564,729 41,707,960 16,620,148 28,825,546 1,972,619 16,794,659 (5,236,855 206,248,806
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29.

BRNERY () 29. Operating segment reporting (Continued)
B 201846 H 30 H 16 H For the six months ended 30 June 2018
ARG WERh W RREE #HA
Personal  Commercil ~ BIEEHE  Overseas  Insurance N Inter- i
Banking Banking Treasury Banking Business Others segment Total
A S Net interest income 866,180 612800 349154 282,049 15,927 16,654 - 2142782
FHEIA/Gitl) Nondnterest income/(expenses) 501,859 104,784 (59,096) 77,244 58,775 151,513 6,780) 828,299
MEREZEL Total operating income net of
B insurance claims 1,368,048 717,593 290,058 359,293 74,702 168,167 (6,780) 2,971,081
BELH Operating expenses (744,645) (226,459) (74,542) (244,488) (65,146) 4164 6,780 (1,334,330)
MBEERE(ER)/ Operating profit efore credit
BB BB A impairment (losses)/written hack 623,403 491,134 215,516 114,805 19,556 172,331 - 1,636,745
E&EE R/ Creditimpaiment (osses)/
oE: witen back 06014 58541 283 8768 (%) 210 - BBy
MBEERE (BR)/ Operating profi after credit
Mtz BB impairment (losses)written back 517389 549675 215779 123573 19175 172541 - 1598132
HERMEEEEZ  Netloss on disposal of
HER other fixed assets (218 - - (49) - (1) - (268)
HEDATAEEER  Netgain on disposal of financial
FHAMATIE  assets at far value through
faHEREZBIE  other comprehensive income - - 665 - - - - 665
- INTE 4294 Impairment oss on investment
HHER in an associate - - - (403,000 - - - (403,000
TEBA AT Z S Share of results of an associate - - - 409,941 - - - 0994
TEl LR g Share of results of jointly controlled
E5 entities - - - - - 12,386 - 12,386
(iixieg] Profit before taxation 51717 549,675 216,444 130,465 19,175 184,926 - 1617,8%
BIEGH) /i Taxation (expenses)/credit (85,332) (90,987) (35,749) (23,144) 2.290) 550 - (236,952)
g Profit for the period 431,839 458 688 180,69 107,321 16,885 185,476 - 1,380,904
BE0I8E6 300 Forthe six months ended
6181 30 June 2018
EREHER Depreciation and amortisation 35,090 7403 2,719 20,855 1112 2,111 - 89,850
R18E 121318 Asat 31 December 2018
R Segment assets 51024761 62,888,081 79,191,071 36,286,080  4,304472 8534377 (4927,364) 237,301,478
A Segment liabilties 102,006,201 41,070,943 17714200 28406278 2,035,403  19,004360  (4927,364) 205,309,030
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Operating segment reporting (Continued)

More than 90% of the 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.

02 B I
Bl B it i}
Hong Kong WM Inter-segment ik
and Others Macau elimination Total
KA 201946 301 For the six months ended
L6 H 30 June 2019
BB REZ Total operating income net of
EEIA insurance claims 2,575,289 263,082 (534) 2,837,837
BB A i A Profit before taxation 1,527,847 133,726 - 1,661,573
201946 30 H At 30 June 2019
BEAT Total assets 219,752,966 23,202,661 (3,707,483) 239,248,144
AHAT Total liabilities 190,075,492 19,880,797 (3,707,483) 206,248,806
IETE, 5 Intangible assets and goodwill 318,667 636,863 - 955,530
BUR B A TR Contingent liabilities and
commitments 84,139,629 3,578,686 (93,707) 87,624,608
i 57795 [
s JHAb Eiie
Hong Kong [ Inter-segment “x
and Others Macau elimination Total
HWE20184F6 A30H For the six months ended
1-6ff A 30 June 2018
MR R Total operating income net of
EEIA insurance claims 2,694,895 276,684 (498) 2,971,081
I B 3 Profit before taxation 1,463,246 154,610 - 1,617,856
#2018 1231 H At 31 December 2018
BrEAT Total assets 217,090,200 23,492,184 (3,280,906) 237,301,478
afaE Total liabilities 188,456,162 20,133,774 (3,280,906) 205,309,030
S ALY Intangible assets and goodwill 318,667 636,863 - 955,530
SR B A Bk b Contingent liabilities and
commitments 82,731,376 3,372,969 102,489) 86,001,856
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30 fBE R BRI BN BT 30. Additional analysis on claims and exposures
() FATESPEZ K B (LA (a)  Gross advances to customers by industry sector classified
S PHAR LA TP (R B9 F A 1 according to the usage of loans and analysed by
7r) percentage covered by collateral
201946 130 H 20184 12H31H
As at 30 Jun 2019 As at 31 Dec 2018
g ¢ kD e G
R0 SR B G R
HAK A
% of gross % of gross
AR A Bk advances Flgman advances
Outstanding covered QOutstanding covered
balance by collateral balance by collateral
TG R 3k Loans for use in Hong Kong
TH&H Industrial, commercial and financial
R - 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
A M - Financial concerns 5,280,110 2.9 5,229,101 3.2
-REER - Stockbrokers 1,493,194 33.3 1,711,512 28.2
~HEATEE - Wholesale and retail trade 6,624,035 90.2 6,584,127 89.2
Rt - Manufacturing 1,639,606 75.3 1,702,636 75.0
— ) BRI - Transport and transport equipment 3,665,713 7.5 3,691,151 73.1
— 5T - Recreational activities 100,431 99.8 103,057 99.8
— Bl - Information technology 50,147 735 70,890 82.3
— b - Others 3,676,057 82.8 3,537,199 82.9
42,963,739 74.5 43,971,908 75.2
[N Individuals
—-EEEEARLER - Loans for the purchase of flats
#TRAZRER in Home Ownership Scheme,
AL RIHEEERE Private Sector Participation
A AN Scheme and Tenants Purchase
Scheme 604,050 100.0 632,804 100.0
— BB M T ESER - Loans for the purchase of other
residential properties 28,466,088 100.0 26,609,223 100.0
—ERFER - Credit card advances 3,675,620 - 3,721,632 -
—Hib - Others 12,966,405 51.4 12,927,451 51.3
45,712,163 78.2 43,891,110 77.2
TEE A Bk Loans for use in Hong Kong 88,675,902 76.4 87,863,018 76.2
EomBE (1) Trade finance (Note (7)) 8,587,679 62.1 9,265,660 62.8
LM S Loans for use outside Hong Kong
(it2) (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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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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Additional analysis on claims and exposures (Continued)

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

For each industry sector reported above with loan balance
constituting 10% or more of the total balance of advances
to customers, the attributable amount of impaired loans,

EE T overdue loans, and individually and collectively assessed
loan impairment allowances are as follows:
201946130 H
As at 30 Jun 2019
g6kl
WMARRE (15303
3 A [:153)
WK Gross BE3 MR
(WB3)  advances WMAi#Ef  Stage1and
KRR Impaired  overdue for Stage 3 Stage 2
Outstanding loans over3 impairment impairment
balance (Stage 3) months  allowances  allowances
FEEEHERGES  Loans for use in Hong Kong
THsH Industrial, commercial and financial
-WERE - Property investment 15,628,726 34,792 114,059 3,053 73,474
fiLA Individluals
—ERL - Loans for the purchase of other
MEE residential properties 28,466,088 19,775 18,530 1,347 21,259
HEABLIIME A9 Loans for use outside Hong Kong 35,122,191 198,725 187,865 79,330 118,105
2018412 A31H
As at 31 Dec 2018
Few b
PN PEE 1 R
al3EA )
BHE Gross MaE3 WEE
(PeE3) advances WA Stage 1 and
FERLER Impaired  overdue for Stage 3 Stage 2
Qutstanding loans over3  impairment  impairment
balance (Stage 3) months  allowances  allowances
FEFEHMIGER Loans for use in Hong Kong
TH4E Industrial, commercial and financial
—WERH - Property investment 15,930,681 46,826 39,278 3,417 89,814
A Individuals
R E - Loans for the purchase of other
MR residential properties 26,609,223 27,406 14,575 1,807 18,520
BEFHLIMERA K Loans for use outside Hong Kong 31,499,409 220,458 182,600 90,693 122,411
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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

AT 2 B K e SE T SRR A o bank only.
KEAKER A HRD
0 1 I R
On-balance Off-balance Total
201946430 H As at 30 June 2019 sheet exposure  sheet exposure exposures
LR - RBEURBERR 1. Central government, central
AR LI A F A government-owned entities and their
AEAR(AEAF]) subsidiaries and joint ventures (‘JV’s) 9,366,428 291,822 9,658,250
2LAFHOE - ABREEA R 2. Local governments, local
et LI A AL government-owned entities and their
REAT subsidiaries and JVs 1,629,426 317,654 1,947,080
3B A MRS 3. PRC nationals residing in Mainland China
o R S 0 A or other entities incorporated in Mainland
REMBARNAEAT China and their subsidiaries and JVs 13,979,350 1,352,217 15,331,567
4RAT S —HER 4. Other entities of central government
RO Y S b not reported in item 1 above 2,268,521 61,789 2,330,310
SEBELEREHER 5. Other entities of local governments
0 B A E Al B A not reported in item 2 above 591,574 6,145 597,719
6 EEEFE AL ZEE 6. PRC nationals residing outside Mainland
S A DA S O China or entities incorporated outside
A T R B Mainland China where the credits are
A R i granted for use in Mainland China 12,003,089 367,804 12,370,893
7 HA 5T - HERER 7. Other counterparties where the exposures
BB BB R SR AT are considered to be non-bank Mainland
HEPNRGE China exposures 1,293,039 36,220 1,329,259
41,131,427 2,433,651 43,565,078
JOmRT BRI A7) Total assets of DSB and its Mainland
BB ER HE A subsidiary bank after provision 215,330,270
BEAEERGEREEEE  On-balance sheet exposures as percentage
ARTEML of total assets 19.10%

Al S B AL SRR

HAE % PR B8

Note:

The balances of exposures reported above include gross

advances and other balances of claims on the customers.
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30.

TEEHE B B B2 B W () 30. Additional analysis on claims and exposures (Continued)
(Z) HffEIA B9 e 8 (4 (b)  Mainland activities exposures (Continued)
BEARER BEARRID
1R B fi)JE B Bl g
On-balance Off-balance Total
201841231 H As at 31 December 2018 sheet exposure sheet exposure exposures
1P B - R RETHEA R 1. Central government, central
HEA SR 2 LA government-owned entities and
ABAA their subsidiaries and JVs 9,982,126 305,735 10,287,861
2B - OTBUREEREY 2. Local governments, local
R R HLIR I 2 R A government-owned entities and
BEAT their subsidiaries and JVs 1,504,724 871,992 1,876,716
3R E R B REE 3. PRC nationals residing in Mainland China
o 4 R A A or other entities incorporated in Mainland
HWBAANAEAT China and their subsidiaries and JVs 13,135,384 1,046,751 14,182,135
4FRAE LR —HERZ 4. Other entities of central government
o RO A not reported in item 1 above 1,154,781 9,949 1,164,730
SRAELME HER L 5. Other entities of local governments
HOTBUR ) AR R not reported in item 2 above 643,794 6,616 650,410
6. LB AL Z R 6. PRC nationals residing outside
oPE B A L BA S Mainland China or entities
Bt > I S R incorporated outside Mainland
R Ay China where the credits are granted
for use in Mainland China 9,618,828 359,654 9,978,482
710 5 HT - HWERER 7. Other counterparties where the exposures
T PE B p Bk B 3 R AT are considered to be non-bank Mainland
BEF R RE China exposures 1,000,366 - 1,000,366
37,040,003 2,100,697 39,140,700
JOART AL T IE A /] Total assets of DSB and its Mainland
ARG 2 G AT subsidiary bank after provision 213,334,791
BEABRNNERETEE  On-balance sheet exposures as
AFEM percentage of total assets 17.36%
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30, B R R RS A2 B T (4D 30. Additional analysis on claims and exposures (Continued)
() 02 2 7 B A5 Rm & (c)  Analysis of gross advances to customers and overdue
# loans by geographical area
&P AR BT TR C 2 A Advances to customers by geographical area are
WiFe 1% < 32 o B TR E A - — classified according to the location of the counterparties
WS E SRR R B xg ) after taking into account the transfer of risk. In general,
BFRE 2 [mIREE > JER S e 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 PR WHBERS The following table analyses gross advances to
B AR PR A Bl AR AR customers, individually impaired advances to customers,
A (B HE AR e IR IR o overdue advances to customers, and individually

and collectively assessed impairment allowances by
geographical area.

Wl 3V

KR RB2

%P (KEBE3) L] (i8] Wl f

Bk i Impaired P aEkiv ¢ W A Stage 1 and

Gross  advances to Overdue Stage 3 Stage 2

advances customers advances to impairment impairment

2019464301 As at 30 June 2019 to customers (Stage 3) customers allowances allowances
B Hong Kong 109,602,814 714,176 479,843 303,095 479,539
il China 7,229,508 69,380 95,118 14,127 40,051
17 Macau 14,039,898 57,074 57,074 13,333 15,761
Hit Others 1,518,552 2,956 11,100 - 6,409
132,385,772 843,586 643,135 330,555 541,760

i PEE LR

RREH LEY)

Lol (f4&3) il B3 WA

e Impaired KFEH WEEE  Stage1and

Gross advances 1o Overdue Stage 3 Stage 2

advances to customers advances to impairment impairment

2018412 431H  Asat 31 December 2018 customers (Stage 9) customers allowances allowances
Hits Hong Kong 105,025,978 832,748 441,976 332,656 479,963
i China 7,442,961 75,691 66,817 12,147 46,637
1 Macau 14,456,332 59,621 59,521 17,867 16,860
Hth Others 1,702,316 2,206 12,795 319 7474
128,628,087 970,166 581,109 362,989 550,934
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30.

Additional analysis on claims and exposures (Continued)

(d)

International claims

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.

BT YN 3
Non-bank private sector
s
LB Fa
TOilM  Non-bank  RARH
201946 H30H At 30 June 2019 W7 Official financial Non-financial R
AT In millions of HK$ Banks sector institutions private sector Total claims
BER L Offshore centres 7,109 16,038 9,700 131,458 164,305
—H e Fik - of which: Hong Kong 6,059 13,484 9,448 115,461 144,452
B R Developing Asia and Pacific 26,886 2,159 908 14,977 44,930
— o - of which: Mainland China 20,480 2,079 496 12,229 35,284
3N i
Non-bank private sector
i ]
SRR Fan
)RR Non-bank  FLARRE
20184E 12 H31H At 31 December 2018 17 Official financial  Non-financial B
H T In millions of HK$ Banks sector institutions private sector  Total claims
B L Offshore centres 6,179 17,390 8,324 125,961 157,854
— o B - of which: Hong Kong 4,874 15,327 8,034 109,858 138,093
BREPLAR Developing Asia and Pacific 30,328 1,651 976 14,380 47,335
o o - of which: Mainland China 24,160 1,575 606 12,165 38,506

AR EEARAR 2019F P EIZERE



A B8 2 2 v S0 1 0 D R R ()
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)

31.

HWHEALZ 25

(F)

A T AT RN LA A 2 TR
AMB AR > ARFEZBRKERH
X E e IDNZ S PN
GEEFEALESE S

A B 2 525 TR A
ZIEH R - AR - — Bk
HBAE] > N FHEH T EAR
Fl AR M S AT -

ARG ) AR AE [ A I W A
HLIE 2 G SRAT I A R 45T 2 528 B
ARG (38 A G e s bl
AT LA ) % 14A318) ik
B REEZ AR o SR
A0 (8 R R A AT A AR R L TR AR
14A.53 BE X 14A.54 B > 8 AR AR 4 4]
ZERE LR -

AREMFALEBY EEEEAL - H
T B LB ST T 2 2R
A B R S B MCRAF K » 522019 4F |
PAEHIR o MG R A A R B
2018412 7 31 H HLIf7 4 8 K it -

ANFEEEHABBPTESE > #
Z20194E6 H30H L6 B » MR
L€ TN C

31.

a®
€

Related-party transactions

(@)

The Group enters into various continuing connected
transactions with related parties including fellow
subsidiaries of the Group, companies directly or indirectly
controlled or significantly influenced by shareholders or
directors of the 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 non-wholly-owned banking 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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32.

Risk management

A.

Banking Group

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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Risk management (Continued)

A.

(@

(b)

Banking Group (Continued)
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:

° 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;

. 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

° 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.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2019

o7



58

a®
€

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)

32, FBEAERE ()

H.
(2)

RMRAT R (A7)
A5 1 R B (A7)

T B P J o 4 A AR N AR R
A L B R AE ) > 0
J B 3 s S i A I 2 A o i
SR o REBACTEE W B IA
7 FE SR B % ) — AR 910 ) J e
AN TH o 15 THIMGA M
TEREC R AN TH DAL & AN BT ik 5 1Y 3¢
B e SN B B P K

HERZAA

AL R EER A G ((REE
BRAG ) AEMBEERNEEER
ML - FEEHZAY ((FEEHEZ
A8 )) BATE RSB R b B g (T
BRSERRZ B ]) 5o B
BB e B B E A e BUR
BB RIER IR AT -
Iy SRS T S B 5 L B 2l e
ESL

MG JH 8 1 L SR w

AL E B ST R AR EHZ
B WAMEIG 2 e B
KRR Y B DUBRUE A - A
SEZRBRE SN E S RITBR
A B Al R ) 2 S DU D 45 B
ZEWOA > [ RpIG AR A0 2 B B 4
LUREAT AT AR 2 B A7 S 05 -

AL I S B S T R 0L - 9B
A i 7 R A £ RO RS
2 DA i 5 s B
& o WEHEIEB R AR KOG E AR
RN Z G T R A 4R
HEHf OR B LAY > Bl fE AR - B
KBRS B LR

AR EEARAR 2019F P EIZERE

Risk management (Continued)

A.

(b)

(©)

(d)

Banking Group (Continued)
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.
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Risk management (Continued)

A.

(d)

(e)

Banking Group (Continued)
Strategy in using financial instruments (Continued)

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.

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.
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Risk management (Continued)

A.

(e)

U

(i)

Banking Group (Continued)
Credit risk (Continued)

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.

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”.
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Risk management (Continued)

(i)

Banking Group (Continued)
Credit risk (Continued)
Counterparty credit risk exposures (Continued)

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.

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.
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Risk management (Continued)

A.

(f)

U

Banking Group (Continued)
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.

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.
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Risk management (Continued)

A.
(f)
(i)

Banking Group (Continued)

Market risk (Continued)

Market risk arising from the trading book (Continued)

(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.

° 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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Risk management (Continued)

A.

(f)

U

Banking Group (Continued)

Market risk (Continued)

Market risk arising from the trading book (Continued)
(1) Market risk measurement technique (Continued)

o Value at risk (Continued)

As VaR constitutes an integral part of the
Group’s market risk control regime, VaR limits
are established and reviewed by the Board and
its delegated committees at least annually for all
trading positions and allocated to business units.
Actual exposures, including VaR, are monitored
against limits on a daily basis by RMCD. Average
daily VaR for the Group for all trading activities
during the six months ended 30 June 2019 was
HK$2,850,000 (year ended 31 December 2018:

HK$2,887,000).

o Stress tests

Stress tests provide an indication of the potential
size of losses that could arise in extreme conditions.
The stress tests carried out by RMCD include: risk
factor stress testing, where stress movements are
applied to each risk category; and scenario stress
testing, which includes applying possible stress
events to specific positions or portfolios. Besides,
the expected shortfall of the trading portfolio is
measured to evaluate the expected size of extreme
trading loss beyond a specified confidence level
and over a longer holding period. In addition,
reverse-stress tests are performed as a useful tool
to evaluate the maximum size of market stress that
the Group can endure before hitting the prescribed

tolerable levels.

The results of the stress tests are reviewed by the

Board and its delegated committees regularly.
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32. Risk management (Continued)

A.  Banking Group (Continued)
(f)  Market risk (Continued)
()  WHEERZ 55 (F) (i) Market risk arising from the trading book (Continued)
T35 JE g (B A 2 (2)  VaR summary of trading portfolio
B# 2019456 130 HikZ 6 H W2 20184 12 431 HikbZ 121 A
6 months to 30 Jun 2019 12 months to 31 Dec 2018
T 353 A 1 e i
Average High Low Average High Low
SMERFE - Foreign exchange risk 2,401 3,026 1,940 2,360 3,170 1,510
FZERE  Interest rate risk 1,367 2,245 737 1,429 3,769 744
ZMEK Al risks 2,850 3,718 2,07 2,887 4,592 1,906
(i) Market risk arising from the banking book
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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.
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Risk management (Continued)

A.

(f)
(i)

Banking Group (Continued)

Market risk (Continued)

Market risk arising from the banking book (Continued)

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.

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
(*ALCQ”) 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.
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Risk management (Continued)

A.

(9)

Banking Group (Continued)
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.

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.
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Risk management (Continued)

A.

(9

Banking Group (Continued)
Liquidity risk (Continued)

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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. HES4 R #E) A.  Banking Group (Continued)
(B8) R E A mbs (4 (@) Liquidity risk (Continued)
e T B AR R 2 e Rt E The monitoring and reporting take the forms of cash flow
Ty BT o WERR A B measurements and projections for different time horizons,
ZEERBAEKRE - — 2 E—H including the next day, week and month, which are key
HARIRAY o B s e Mz s 4 periods for liquidity management. The starting point
WEEREEZAHFMA > IF AK for those projections is an analysis of the contractual
BRABEEZESREE LAK maturity of the financial assets and liabilities as well as
TEMEINE - HUBR SR EIEE the expected maturity of these assets and liabilities based
FEABRINEE » AR ER on historical observations. The cash flow projections also
I8 T o R AR (fBI o £ 5 70 3 4 take into account the historical behaviour of off-balance
) ZBMAEAT B o AL B R sheet items, including undrawn lending commitments and
B ER > M A K AL EE contingent liabilities such as standby letters of credit and
LA B s S AR R AE AR R guarantees. The Group always maintains an adequate
BRI T AR 2 EA R B a4 liquidity cushion, which is composed of high quality
TR o IR B M SRl N 2 A B R TR marketable securities with sufficient market depth, to meet
SRR JE B S At 7 7 T B R its liquidity needs at all times, even under adverse market
Bl AR R > D 0 R i g 08 conditions. Eligible securities in the cushion mainly have
B4 - FFE 2 5 & S5 4y 0 i low risk and simple structure and can be readily sold or
DATT(E A R AR R 35 T 1 o 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.
HHEE L
In million of HK$
R ¥ig 2019461300 20184F 12131 H
Internal AR As at As at
categorisation  Basic Criteria 30 June 2019 31 December 2018
B8 HRH IR T 161 2 TTRRYE R A BIURY ~ 2B B RARAT - AT BRI R AL 14,354 15,588
SR E BB AT SR SRR HEE A 0% I T (B RE S
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
F2A% R TR 0 TR RE WO BURY ~ 2B B RARAT - AB AR 3,755 3,332
TR A 2E AT S O 2 B HE T 5 20% 115 (B 76 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
H2B# D BA TR T AR R T A R [ B 29,832 27,758
7E J A S R B 1T R 2 LA (B R 5
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)

A.

(9

(h)

Banking Group (Continued)
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.
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Risk management (Continued)

A.

(h)

0)

Banking Group (Continued)
Operational risk (Continued)

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.

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.
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Risk management (Continued)

A.

(k)

Banking Group (Continued)
Compliance with the Basel Ill 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.

To implement the latest international capital standards
commonly referred to as the “Basel IlI” 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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Risk management (Continued)

A.

()

Banking Group (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 actuaries 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
technigues 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.
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32.

Risk management (Continued)

A.

()

Banking Group (Continued)

Fair values of financial assets and liabilities
(Continued)

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.

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 and insurance regulators in the markets
where the entities within the Group operate;

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

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

o 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.
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Risk management (Continued)

A.

(m)

Banking Group (Continued)
Capital management (Continued)

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 Ill 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.

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 Monetaria
de Macau (“AMCM”) and the China Banking and Insurance
Regulatory Commission (“CBIRC”) respectively for
SUPErvisory purposes.
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Risk management (Continued)

A.

(m)

(n)

(0)

Banking Group (Continued)
Capital management (Continued)

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.

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.
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Risk management (Continued)

B.

(a)

(b)

(c)

Insurance Group

The Group’s insurance business is exposed to multiple
risks, including insurance risk, product risk, investment
risk and business risks. We believe that effective risk
management is an integral part of our insurance business’
control process and operations, and that effective control
of risks assists to maintain the profitability and stability of
our business.

The key risks of our insurance business and related risk
control process are as follows:

Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various maximum
amounts per risk or event dependent on the type of
risk with the excess being reinsured through various
reinsurance and related agreements which are regularly
reviewed. Catastrophe cover arrangements are also in
place whereby a number of claims relating to a specific
incident in aggregate would represent a material risk to the
Group are reinsured.

Underwriting and claims practices and procedures
are documented and reviewed. External independent
actuaries are engaged to evaluate the adequacy of the
insurance reserves.

Product risk

New products and major revisions to existing products
undergo a product approval process with the profitability
being reviewed and where appropriate assessed by
internal and external independent actuaries.

Investment risk

Our investment practice is to maintain a conservatively
invested portfolio which attempts to maintain value whilst
matching assets and policyholder liabilities as appropriate,
by yield, duration and currency taking account of the
associated risks, taxation and regulatory requirements.
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Risk management (Continued)

B.

(d)

(e)

Insurance Group (Continued)
Business risks

The Group’s Hong Kong insurance subsidiary, Dah Sing
Insurance Company (1976) Limited, follows the policies
and procedures of the Group in assessing business risk
in terms of contingency and interruption planning as
well as providing training for staff and agents to comply
with the relevant rules and regulations covering its
businesses. Macau Insurance Company Limited, which is
the insurance subsidiary of the Group operating in Macau,
has its own policies and procedures to comply with the
relevant requirements in Macau.

Capital management

In each market in which the Group’s insurance
subsidiaries operate, the local insurance regulator
specifies the minimum amount and type of capital that
must be held by each of the subsidiaries in addition to their
insurance liabilities. The minimum required capital must be
maintained at all times throughout the year. The Group’s
subsidiaries are subject to insurance solvency regulations
in the markets in which they issue insurance and
investment contracts, and where they have complied with
the local solvency regulations. The Group has embedded
in its asset and liability management framework the
necessary tests to ensure continuous and full compliance
with such regulations. The solvency requirement of
each insurance company in each market is subject to
local requirements, which may differ from jurisdiction to
jurisdiction.

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.
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THRREE S E R (FERI) Return on average shareholders’ funds (annualised) 8.9% 9.5%
FRE Net interest margin 1.90% 2.09%
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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.

Despite the less favourable market environment, we are pleased
to announce an increase in profit attributable to shareholders
of 7.0% to HK$1,114 million, driven both by an improved
performance from our Banking Group, as well as stronger
results from our insurance and investment activities during the
period.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
HIGHLIGHTS (Continued)

For the first half of the year, a dividend of HK$0.39 per share
was declared.

The Banking Group reported growth in profit attributable to
shareholders of 0.6%, 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.

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. With the higher net operating and
investment trading income generated by our insurance and
investment activities, total operating income net of insurance
claims in the period was moderately down by 4.5% when
compared with first half 2018. Operating expenses increased by
7.5%, leading to a deterioration in our cost income ratio from
44.9% to 50.5%. 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 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$92.7 million. Whilst
this is a substantial increase over the net impairment charge
for the same period in 2018 of only HK$38.6 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 general insurance businesses in Hong Kong and Macau
continued to report strong growth in premium income, with net
premium and other income increasing by around 50% in the
first half of 2019, which was more than enough to offset the
increase in net insurance claims and transfers to reserves. With
improved income coming from investments, and higher trading
and fair value gains on investments carried at fair value through
profit or loss, and operating expenses well under control, profit
generated from our general insurance businesses increased by
nearly two times compared with the same period in 2018.
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CORPORATE AND BUSINESS OVERVIEW (Continued)
BUSINESS AND FINANCIAL REVIEW (Continued)

Outside the general insurance businesses, the contribution
from our other group investments and liquid assets improved,
although the absence of the exceptional trading gain, which
was recorded in the first half of 2018, had depressed our overall
investment results in the period recognised in the income
statement and the year-on-year comparison.

Including both the results of our banking business and general
insurance business, as well as the investment income referred
to above, the Group generated a return on assets of 1.3% and
ROE of 8.9% 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.

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.



e ey EN N gk
L]

O E MR 2019 4F IR A 0.39
JC 0 RIS A Y 201949 H 20 H (2
H) URE T 201949 H 16 H (B —) A
IR ] 268 PRI 22 91 R SR 42 i b 22 SR

V45 0k BB 3R X i
o TR E IR HE P R P AR S

P R RO8 e H O (B R WK
Closure dates of Register of Shareholders
(both days inclusive)

B AL P LR 073 20 5 IR D
Latest time to lodge transfers

ALk H

Record date

BERA GRS > T e
SO () A TR I SR JBLAE b 2 Lk S
P38 5 IR R 28 B AR A A 2 A B R
BB SRR PR AL S T4 it
BA AT B 5 KR 183 55 5 A0 174
1712 F 1716 % -

HEE R AT B S

BA2019¢6H 30 H > IRECGEF LI & Wb

HEXVES > 2&"12%%&??&%%2@?5%%2&
AN RIS AT AR E e RGER NG
Pt ) 5 XV ) /EWZIK/W&%WE Wi
S A BRAE ([ & #E 5 T )) $$ﬁZHx{53\
AR B4y % M o O RE 25 (B0 T IR G O e
BB 2 HE A SRUEREA 2 R &
WA » BIECEZ L &R ) R 2 1 &%
Z}anaﬂﬁﬁﬁélz o R IR i A ) #E
17 7% %5 38 5y RO REESE I ) RA A /] BT R A 2
HEBHRLH TR (AR B EEsF I ) i
TR NG AR N ) B A s A8 5 I 2 W i Bk A
T

a®
€D

CORPORATE GOVERNANCE AND OTHER INFORMATION
INTERIM DIVIDEND

The Directors have declared an interim dividend of HK$0.39
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:

201949 H 12 H (M) 201949 H 16 H (£ H—
12 September 2019 (Thursday)
to 16 September 2019 (Monday)

201949 A 11 H (BH=) T 413045
4:30 p.m. on 11 September 2019 (Wednesday)

201949 A 16 H (£H—
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.

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:
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(@) Interests in the shares and underlying shares of the

W L 10 4 Company and its associated corporation
HeErRhAY
AAAEARRS /BB RETE
Number of ordinary shares/underlying shares of the Company Percentage of
WAL B el AR interests in the
Personal Corporate Other Total total number of
#i Directors interests interests interests interests  issued shares
I David Shou-Yeh Wong - 137,285,682 11 - 137,285,682 42.96%
[t fe John Wai-Wai Chow 1,223,231 - - 1,223,231 0.38%

(12019465 1 24 HBHEE)  (retired on 24 May 2019)

KRBT EIAIA AR/ HIRR A e Ry
Number of ordinary shares/underlying shares of ZESHME
Dah Sing Banking Group Limited Percentage of
WAL B el AR interests in the
Personal Corporate Other Total  total number of
#i Directors interests interests interests interests  issued shares
I David Shou-Yeh Wong - 1,045,626,955 @ - 1,045,626,956 74.38%
Tl Gary Pak-Ling Wang 2,434,691 B - - 2,434,691 0.17%
i John Wai-Wai Chow 208,741 - - 208,741 0.01%

(1201945 24 HBHFEE)  (refired on 24 May 2019)
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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:

(1) The corporate interests were in respect of shares held by
a corporation in which the director controlled 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 David Shou-Yeh Wong
is the settlor.

(2)  Such shares included the indirect corporate interests
of David Shou-Yeh Wong in Dah Sing Banking Group
Limited (“DSBG”) under Part XV of the SFO by virtue of
his beneficial interests of 42.96% in the Company which
currently holds a controlling interest of 74.37% in DSBG
and interests in DSBG 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 DSBG,
(b) interests in share options in respect of 450,000
underlying shares of DSBG as disclosed in the following
section regarding interests in options under share option
schemes of DSBG; and (c) deemed interests in 1,050,000
notional underlying shares of DSBG relating to cash-
settled share-based incentive options granted by DSBG
as explained in note (4) below.

(4) DSBG 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 DSBG 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
DSBG.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

Interests in options under share option schemes of the
Company and its associated corporation

The Company

On 27 May 2015, the shareholders of the Company
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.

DSBG
Old DSBG Scheme

The particulars of interests in options to subscribe
for ordinary shares of DSBG, an associated
corporation of the Company, granted under the
Share Option Scheme of DSBG adopted on 12 June
2004 (the “Old DSBG Scheme”) and information
that is required to be disclosed in accordance with
the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing
Rules”) are set out below:

AREAAZ KRR EMRRYH
Number of DSBG's shares underlying the options
9% Wigks/ Rk o fifi e
INE Wgh Bl K 6B Erecise MK Exercise
B0 Granted  Exercised  Cancelled/ ] price ™ Grant date period #

Held at during

Grantee 11720190 the period

duing lapsedduing  Heldat (%) (H/B/%) (H/0/%)
theperiod  theperiod  30/6/2019 (HKS) (D/MH) (DY)

(i

Aggregate of employegs © 62,312 -

AR EEARAR 2019F P EIZERE

1168 260032014 26/03/2015 -
26/08/2020

62312 “ - 0
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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.  DSBG (Continued)
(i) Old DSBG Scheme (Continued)

Notes:

(1) Adjusted as a result of the rights issue of DSBG
completed in May 2014. The key summary of related
adjustments was announced by DSBG on 8 May
2014,

(2)  All the share options granted under the Old DSBG
Scheme shall be exercisable upon vesting in 5 equal
tranches between the first and fifth anniversaries
from the date of grant.

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

(4)  The weighted average closing price of the shares
of DSBG immediately before the date on which the
options were exercised during the six months ended
30 June 2019 was HK$14.98.

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

(6)  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)

DSBG (Continued)

(ii)  KHRITER#FE (i) New DSBG Scheme
TR BN 2014F5 27 H The particulars of interests in options to subscribe
B 7 R SR AT B et E B for ordinary shares of DSBG granted under the
2RI DL R R R AT A New DSBG Scheme adopted on 27 May 2014 and
W Ay 2 REZS My B EL R information that is required to be disclosed in
MATHEZERWT accordance with the Listing Rules are set out below:
AR S KRS IR B Y
Number of DSBG's shares underlying the options
L Wit/ Rk il frti 0
IRH Wkl Wil K of0B Brecise  BEE Exercise
W Graed  Exercised  Cancelled/ W price  Grantdate  period
during during lapsedduring  Held at (®) (0/R/%) (B/H/%)
30 Grantee 112019 theperiod  theperiod  theperiod  30/6/2019 (HKS) — (D/MY)  (DIMY)
i Director
Tl Gary Pak-Ling Wang - - - 450,000 1824 26/04/2018  26/04/2019 -
26/04/2024
Ao Aggregate of other employees ® 1,050,000 - - - 1050000 1824 26/04/2018  26/04/2019-
26/04/2024
i Notes:

(1) B AR R SR AT 4 MR 5t
TR Z BRI T B
8 258 SRS ST
fi 8 4% AT F LA o

@ RIHETET 5T 4
B % BT L
B A 7 R
A E SR B > 0 5 D
VB R A 4 | AR

E o

Fr A bl BE 45 % 8 I A - R 201946 A 30
H s 2N AR IR CGE 5 L B P s E 2
AT B RS SO A e Aol e
FHATBARR A R A MR o
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(1)

All the existing share options granted under the New
DSBG Scheme shall be exercisable upon vesting
in 5 equal tranches between the first and fifth
anniversaries from the date of grant.

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

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.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

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.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 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.

W siR
Y2l
BARBEH / TR
Refy 2 B Percentage of
Number of interests in the
1] h shares held/ total number of
Name Capacity Interests in shares issued shares
TREF WA ERA A TR R R MR A
Christine Yen Wong Deemed interest by virtue of her 137,285,682 1 42.96%"
spouse having a notifiable interest
ESEBEEARAR (NES () [t A EEER
HSBC International Trustee Limited (*HSBCIT’) Trustee and corporate interests 126,764,787 @ 39.66%"
TR WRIERA (R ATeR 2 b
Harold Tsu-Hing Wong Deemed interest in shares held by trustee 126,189,187 ¢ 39.49%"
[FREA R AR
DSI Limited Trustee and corporate interests 61,205,583 19.15%"
[FREAREEER
DSI Group Limited Trustee and corporate interests 45,068,894 ¢ 14.10%"
AN
DSI Holding Limited Trustee and corporate interests 19914,710% 6.23%"
“EURISRED i3
Mitsubishi UFJ Financial Group, Inc. Corporate interests 35,370,777 1.07%
~EURIRA Tl
MUFG Bank, Ltd. Beneficial interests 36,370,777 1.07%
el
Aberdeen Asset Management Asia Limited Investment manager 18,048,800 5.65%
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

* The interests disclosed above by each of HSBCIT, Harold Tsu-
Hing Wong, DSI Limited, DSI Group Limited and DSI Holding
Limited relate to the shares held by David Shou-Yeh Wong
in the Company as disclosed under the heading “Interests of
Directors and Chief Executive”. The interests of Christine Yen
Wong represent the whole of such shares. Therefore, these
shareholdings should not be aggregated, and rather form part or
whole of the same share interests of David Shou-Yeh Wong held
in the Company.

Notes:

(1) Such shares represent the deemed interests of Christine Yen
Wong by virtue of her spouse, David Shou-Yeh Wong being
a substantial shareholder of the Company having a notifiable
interest in the relevant share capital of the Company (under the
interpretation of section 316(1) of the SFO). These interests
comprise the same shares held by David Shou-Yeh Wong under
the heading “Interests of Directors and Chief Executive” above.

(2)  Out of these shares, 126,189,187 shares are mainly comprised
of the interests indirectly held by HSBCIT in trust for a family
discretionary trust of which David Shou-Yeh Wong is the settlor.

(38)  Pursuant to section 322 of the SFO, Harold Tsu-Hing Wong has
a deemed interest in the 126,189,187 shares held by HSBCIT
in trust for a family discretionary trust of which David Shou-Yeh
Wong is the settlor.

(4)  Such shares are mainly comprised of the interests indirectly held
by DSI Limited, DSI Group Limited and DSI Holding Limited in
trust for a family discretionary trust of which David Shou-Yeh
Wong is the settlor.

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

(6)  All the interests stated above represented long positions.
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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
as 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 transactions (“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)

(c)

(d)

(e)

()

(9

Mr. Hon-Hing Wong (Derek Wong)
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

Mr. Gary Pak-Ling Wang
Executive Director, Deputy Chief Executive 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

Mr. Robert Tsai-To Sze
Independent Non-Executive Director

- Director’s fee revised to HK$950,000 per annum
(including remuneration from a subsidiary) with effect
from 1 June 2019

Mr. Andrew Kwan-Yuen Leung
Independent Non-Executive Director

- Appointed as a member of Nomination and
Remuneration Committee of the Company with
effect from 25 May 2019

- Director’s fee revised to HK$470,000 per annum
with effect from 1 June 2019

Mr. Paul Michael Kennedy
Independent Non-Executive Director

- Director’s fee revised to HK$500,000 per annum
(including remuneration from a subsidiary) with effect
from 1 June 2019

Mr. David Wai-Hung Tam
Independent Non-Executive Director

- Director’s fee revised to HK$500,000 per annum
(including remuneration from a subsidiary) with effect
from 1 June 2019
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS (Continued)

(h)  Mr. Eiichi Yoshikawa
Non-Executive Director

- Ceased to act as Chief Executive of Global
Commercial Banking Business Unit and Chief
Operating Officer — International (COO-I) of MUFG
Bank, Ltd. (‘“MUFG”) with effect from 1 April 2019

- Ceased to act as Senior Managing Corporate
Executive, Group Head of the Global Commercial
Banking Business Group and Group COO-I of
Mitsubishi UFJ Financial Group, Inc. with effect from
1 April 2019

- Ceased to act as Senior Managing Executive Officer
of Mitsubishi UFJ Securities Holdings Co., Ltd. with
effect from 1 April 2019

- Ceased to act as a Member of the Board of
Directors, Deputy President and appointed as an
Advisor to the President of MUFG with effect from
26 June 2019

- Appointed as the Chairman of the Board of Directors
of BOT Lease Co., Ltd. with effect from 26 June
2019

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

()  Mr. Kenichi Yamato
Former Non-Executive Director (resigned on 27 August
2019)

- Ceased to act as Regional Head for Hong Kong and
General Manager of MUFG Hong Kong Branch as
well as Director of MUFG Nominees (HK) Limited
and MUFG Securities Asia Limited with effect from
1 August 2019

- Appointed as a Member of the Board of Directors
and President of MUFG Bank (China), Ltd. with effect
from 16 August 2019

- Director’s fee revised to HK$320,000 per annum
with effect from 1 June 2019
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS (Continued)

()  Mr. Takayoshi Futae
Former Alternate Director to Mr. Eiichi Yoshikawa (ceased
on 27 August 2019)

- Appointed as Chief Executive of Global Commercial
Banking Business Unit and Chief Operating Officer
— International (COO-I) of MUFG with effect from
1 April 2019

-  Appointed as Senior Managing Corporate Executive,
Group Head of the Global Commercial Banking
Business Group and Group COO-I of Mitsubishi UFJ
Financial Group, Inc. with effect from 1 April 2019

- Appointed as Senior Managing Executive Officer of
Mitsubishi UFJ Securities Holdings Co., Ltd. with
effect from 1 April 2019

- Ceased to act as Senior Managing Executive Officer
and Regional Executive of MUFG for Asia region with
effect from 23 May 2019

- Ceased to act as Managing Executive Officer and
Regional Executive for Asia of Mitsubishi UFJ
Financial Group Inc. with effect from 23 May 2019

- Appointed as a Member of the Board of Directors
and Senior Managing Executive Officer of MUFG
with effect from 26 June 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.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

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.

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

A share buy-back deed was entered into between the Company
and MUFG Bank, Ltd. (‘MUFG”) on 28 March 2019 in relation to
an off-market share buy-back by the Company of 15,500,000
issued shares of the Company held by MUFG (the “Share Buy-
back”). Such shares were bought back by the Company on
28 March 2019 and cancelled on 29 March 2019. The
aggregate consideration (before expenses) for the Share Buy-
back was HK$591,635,000. Details of the Share Buy-back are
set out in the Company’s announcements dated 23 January
2019, 13 February 2019, 21 February 2019, 28 March 2019 and
the Company’s circular dated 21 February 2019 respectively.

Saved as disclosed above, neither the Company nor any of its
subsidiaries had purchased, sold or redeemed any of the listed
securities of the Company during the six months ended 30 June
2019.
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CORPORATE GOVERNANCE AND OTHER INFORMATION
(Continued)

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
dahsingfinancial.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) (Managing Director
and Chief Executive) and Gary Pak-Ling Wang (Deputy Chief
Executive and Group Chief Financial and Operating Officer)
as Executive Directors; Messrs. Eiichi Yoshikawa (Fumio
Takamatsu as alternate) and Yoshikazu Shimauchi as Non-
Executive Directors; Messrs. Robert Tsai-To Sze, Andrew
Kwan-Yuen Leung, Paul Michael Kennedy, David Wai-Hung
Tam and Paul Franz Winkelmann as Independent Non-
Executive Directors.

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

Hong Kong, Wednesday, 28 August 2019
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