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REFEZ L BT S W]
UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

#Z6HA30H 11618 A For the six months ended 30 June
(LABEE T LAIYR - B SAEFERIN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2

Variance
BisE Elalid
Note 2020 2019 %
FLEMA Interest income 3 3,447,007 3,713,427
FESZH Interest expense 3 (1,574,487) (1,646,370)
R E WA Net interest income 1,872,520 2,067,057 (9.4)
R E RASUWA Fee and commission income 4 675,271 723,941
RS E RAE Fee and commission expense 4 (103,639) (152,863)
BEREERESKRA Net fee and commission income 571,632 571,078 0.1
FEBEWA Net trading income 5 131,786 38,673
FRE R HE MU A Net insurance premium and other
income 240,760 218,703
H @I A Other operating income 6 91,271 84,603
EEWA Operating income 2,907,969 2,980,114 (2.4)
RERERST T F5E Net insurance claims and expenses (156,875) (142,277)
R R REZEERA Total operating income net of
insurance claims 2,751,094 2,837,837 (8.1)
EIEX Operating expenses 7 (1,469,948)  (1,434,343) 2.5
MBRREE B 2 & ERT Operating profit before impairment
losses 1,281,146 1,403,494 8.7)
EEREEE Credit impairment losses 8 (365,245) (92,747) 293.8
HRETREREEEEZ Operating profit before gains and
Wiz R BB 2 & ERF losses on certain investments and
fixed assets 915,901 1,310,747 (30.1)
HEHEMETEEZ FEE Net loss on disposal of other fixed
assets (2,867) (2,509)
HENAFESEBHEEE) T A Net gain/(loss) on disposal of financial
Ht2ERENEmEEZ assets at fair value through other
FE(B1R) comprehensive income 11,594 24)
it SNl e Share of results of an associate 411,759 410,860
Bt N RIIRE 2 AR R Impairment loss on investment in an
associate 9 (200,000) (70,000)
EMERITEH B 25 Share of results of jointly controlled
entities 13,580 12,499
BRBR AT R Profit before taxation 1,149,967 1,661,573 (30.8)
Fiig Taxation 10 (161,699) (199,515)
HAR SR Profit for the period 988,268 1,462,058 (32.4)
DB Attributable to:
AT Shareholders of the Company 744,768 1,113,821 (33.1)
V8 YR I R R 3R PB4 Y5 ) Non-controlling interests 243,500 348,237
HEER Profit for the period 988,268 1,462,058 (32.4)
SRER Earnings per share
HAKRES Basic and diluted 11 HK$2.33 HK$3.41
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REEZ L BRFE 2ERE
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

# Z6HA30H 11618 A For the six months ended 30 June
(LABEE T LhIYR - BB AE RSN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2020 2019
HA RS2 A Profit for the period 988,268 1,462,058
HEEMtEEkE Other comprehensive income for the period
At EFIEESE REEMNIER Items that may be reclassified to the consolidated
income statement:
BHIEE Investments in securities
AT ETE B EEEHT ALMEE Net change in fair value of debt instruments
WaEmEBTA 2 A FEZESFE at fair value through other comprehensive
income (540,090) 346,370
WA EEAEEEH T AHMEE Net change in allowance for expected credit
WHES T A2 EREEBREE losses of debt instruments at fair value
HENFE through other comprehensive income 4,422 5,927
SF (U S), BRI N ER BRS¢ Net (gain)/loss realised and transferred to
income statement upon:
—HEUNAFEFEBHEEHTA — Disposal of debt instruments at fair value
EfrmEas s EELIA through other comprehensive income (11,594) 24
B bl 2 RIER IR Deferred income tax related to the above 88,816 (45,626)
(458,446) 306,695
BEGINEER S RERNER =8 Exchange differences arising on translation
of the financial statements of foreign entities (128,579) (18,228)
TaEMHEERe RERMIEE ¢ Items that will not be reclassified to the
consolidated income statement:
NAFEFEEEZEHT AEMEE Net change in fair value of equity instruments at
WasrEm T T A2 AT EZEFE fair value through other comprehensive income (21,506) 336,122
ARl 2 EEFIE Deferred income tax related to the above 12,878 (5,443)
(8,628) 330,679
MNsFHIER 2 PEEa2E (BER), WS Other comprehensive (loss)/income for the period,
net of tax (595,653) 619,146
NBRHEAZHEEEKEEEE Total comprehensive income for the period,
net of tax 392,615 2,081,204
BT : Attributable to:
RIS R R Non-controlling interests 94,348 423,508
A RIRRE Shareholders of the Company 298,267 1,657,696
NBRBIBER 2BEEEmKREAEE Total comprehensive income for the period,
net of tax 392,615 2,081,204
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

4

20205 20194
6H30H 12H31H
(i3 As at As at
Note 30Jun 2020 31 Dec 2019
BE ASSETS
B RERITHES Cash and balances with banks 18,544,117 18,445,267
FERITIE1218 AN B ER1F K Placements with banks maturing between one and
twelve months 6,500,233 6,332,707
RHIEEERENZES Trading securities 12 7,356,540 8,387,953
UAFEE A HE A ABRMNEREE Financial assets at fair value through profit or loss 12 196,032 680,731
TEemI A Derivative financial instruments 13 611,292 577,930
BHERRAMER Advances and other accounts 14 148,828,876 146,239,992
UAFEFSAEEFH AL M2 E KA  Financial assets at fair value through other
TREE comprehensive income 16 48,162,614 45,511,057
AR AT BRI S R E & Financial assets at amortised cost 17 21,356,004 15,742,992
it UNCIE Investment in an associate 9 3,841,036 3,888,775
HEEHEERE Investments in jointly controlled entities 109,943 96,363
EES Goodwill 874,603 874,603
B EE Intangible assets 80,927 80,927
TEREMETEEE Premises and other fixed assets 18 2,122,831 2,169,210
BEYE Investment properties 19 1,166,842 1,166,842
EVET IR B E Current income tax assets = 1,033
EERIREE Deferred income tax assets 189,511 115,597
BEAS Total assets 259,941,401 250,311,979
=L LIABILITIES
RITIER Deposits from banks 4,697,208 2,465,069
MELRIA Derivative financial instruments 13 2,947,777 1,093,028
HEEEREHAR Trading liabilities 4,691,047 5,516,558
RREER Deposits from customers 20 187,080,907 182,115,297
BEEITNIFHE Certificates of deposit issued 21 8,388,218 6,750,825
BEER Subordinated notes 22 3,860,820 5,510,181
HAnBR B RER Other accounts and accruals 23 14,213,481 12,516,794
BIETIREE Current income tax liabilities 297,187 483,388
ELERIBAG Deferred income tax liabilities 38,470 56,298
8BS Total liabilities 226,215,115 216,507,438
E EQUITY
R R Non-controlling interests 6,962,340 6,999,311
RAFRREMLES Equity attributable to the Company’s shareholders
B Share capital 4,248,559 4,248 559
Hi A& (PEREET) Other reserves (including retained earnings) 22,515,387 22,556,671
BRES Shareholders’ funds 24 26,763,946 26,805,230
EHAE Total equity 33,726,286 33,804,541
EmREEEH Total equity and liabilities 259,941,401 250,311,979
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REER 2 BRGA BERBE
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#%202046 A30H 1E61E A For the six months ended 30 June 2020
(LABEE T LhIYR - BB AE RSN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

EARRRELER
Attributable to the
shareholders of the Company
REEIRE
B=R
REA  HtRE  REEF Non-  H#HAG
Share Other Retained  controlling Total
capital reserves earnings interests equity
20201 B1 A&t Balance at 1 January 2020 4,248,559 1,436,507 21,120,164 6,999,311 33,804,541
H R Profit for the period - - 744,768 243,500 988,268
HEEw2EEE Other comprehensive loss for the period - (446,501) - (149,152)  (595,653)
FEBIMERET A2 REFE Reserves arising from distribution payment
Z#E of additional equity instruments - - 5,294 (5,294) -
PARRAESZ 5 AR 10 1 A BT SR B Provision for equity-settled share-based
R compensation - 356 (60) 77 373
BB AR R E 2R H R R3S Dividend paid to non-controlling interests
of a subsidiary - - - (126,102) (126,102)
TR - ERABLAATAE  Reclassification of net change in fair value
FEBEEEEH AL M E NG of equity instruments at fair value
MRzt TAZ ATER through other comprehensive income
FE upon derecognition - (45,428) 45,428 - -
2019F KRERRR S 2019 final dividend - - (345,141) - (345,141)
20206 A30 A &k Balance at 30 June 2020 4,248,559 944,934 21,570,453 6,962,340 33,726,286
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

H 2202046 30H [E61E A () For the six months ended 30 June 2020 (Continued)

(LB T TR -

% BB FERESN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)
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ARARREGES

Attributable to the
shareholders of the Company
RIEHIRE
RR
BAx  EiEE  REEN Non-  #mAF
Share Other Retained  controlling Total
capital reserves earnings interests equity
20191 A1B &% Balance at 1 January 2019 4,248,559 773,179 20,413,669 6,557,041 31,992,448
MIEEAE B HREERZE16%  Changes on initial application of
228 HKFRS 16 - - (7,305) (2,508) (9,813)
EH 22019F1 B1H L% Restated balance at 1 January 2019 4,248,559 773,179 20,406,364 6,554,533 31,982,635
HRRE R Profit for the period - - 1,113,821 348,237 1,462,058
HREM 2 EKE Other comprehensive income for the period - 543,875 - 75,271 619,146
Bl E ) Repurchase of ordinary shares - - (591,635) - (591,635)
WBAR R EHIERREEA Capital contribution by non-controlling
A interests of subsidiaries - - - 187 187
BRRELTH TR —EIELR Additional net assets in a subsidiary
BABINFEE acquired via share option arrangement - (391) - 933 542
FEBIMERET A2 REFE Reserves arising from distribution payment
LIkl of additional equity instruments - - 5,346 (5,346) -
AR S AR IR PE A R B Provision for equity-settled share-based
LB compensation - 683 - 160 843
P A Rl R PR AR SRR B Dividend paid to non-controlling interests
BE of a subsidiary - - - (126,102) (126,102
R IFERES  EFOEMATE  Reclassification of net change in fair value
FEREEHH AR MR2ERE of equity instruments at fair value
MR TR ATEE through other comprehensive income
FE upon derecognition - (2,225) 2,225 - -
2018 RIS 2018 final dividend - - (348,336) - (348,336)
2019F6 A30H £ 8% Balance at 30 June 2019 4,248,559 1,315,121 20,587,785 6,847,873 32,999,338
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AEEZ . BRGARERELER
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

# Z6HA30H 11618 A For the six months ended 30 June
(LABEE T LhIYR - BB AE RSN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

b
Note 2020 2019
RETHZRERE Cash flows from operating activities
1R EEN T AR S RER Net cash from operating activities 28 3,158,913 2,602,913
RETHZ2RHERE Cash flows from investing activities
HBEHMWETEE Purchase of other fixed assets (51,232) (43,992)
& B A [El FE B E TS KR Proceeds from disposal of other fixed assets 28 145
KEFESARESFE Net cash used in investing activities (51,204) (43,847)
METHIRERE Cash flows from financing activities
BITIREER Issue of subordinated notes - 1,753,426
BREERK Repayment of subordinated notes (1,746,731)  (1,765,339)
B35 @ A ik 19 Repurchase of ordinary shares - (591,635)
e En 2 MERNRK Principal element of lease payments (91,750) (95,972)
BB A B 2 SRR I RE IR BRI AR Capital contribution by non-controlling
interests of a subsidiary - 187
TRNEBTRERERERES Interest paid on subordinated notes and
ZHE debt securities issued (143,694) (145,996)
B JEB 7 ) i) L YR 478 i AR S BR e 35 Dividend paid to non-controlling interests
&=} of a subsidiary (126,102) (126,102)
IR T B AR B Dividend paid on ordinary shares (345,141) (348,336)
BEEBARS TR Net cash used in financing activities (2,453,418)  (1,319,767)
HeRERRSERENEE Net increase in cash and cash equivalents 654,291 1,239,299
HiRe kERREER Cash and cash equivalents at beginning
of the period 26,064,665 16,479,375
[EREE & Effect of foreign exchange rate changes (146,978) 9,731)
HARRERERRELER Cash and cash equivalents at end of the
period 26,571,978 17,708,943
Be MERIBSHEB &SR Z DN Analysis of the balance of cash and cash
equivalents:
e RERITHE R Cash and balances with banks 3,623,729 2,146,694
[REHARESME A sk A T 2 @A & Money at call and short notice with
EHITFR an original maturity within three months 14,076,793 11,805,358
BREEUATFEFE B EE8EA Treasury bills included in financial assets
BaleREERNZBIEEE at fair value through profit or loss 3,042,551 834,668
BREEUAATEE B EZ8EA Treasury bills included in financial assets
HErEWEnEmEEANL at fair value through other comprehensive
B R income 4,699,034 498,717
JREVE R TE3ME A AT ZAERTT Placements with banks with an original
HTFER maturity within three months 1,129,871 2,423,506
26,571,978 17,708,943
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)
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1. —RER
AFERMEBEGRAT(AQAR]) REKBEAR
(FFE A%E ) ESS  RPI R BIREIRT -
RE - S B R EMIBRRT -

2. REEGZMBBRRRETBE

REEREERZ2020F h HBPLR S T BHRE
DEBREEGMAG([BEGFMAE MR
oz B GHERIZEI45R] T B TSRS ITARE -

FRATFHRERE ZERTBIORE 2 M 5]
%o

RPHREERE ZETHBER - g RiE
BB REEDIE662Q) K RHITREEIHHDESE
AEAMERESCREER([BELERD
ZEE2019F 12 A1 HILFE 2 ATEMEIRE
([20195 B3R5k ) »

2019 IR 2 R BAN R E ABRREER -
EFTEEZEMTTEEEREERTIREA
AEMEMERE - ARIWEEIIFERTUEHIE
406(2) * 407(2)sk(3) K2 & A -

RREERSTEE

B LARFratsh - 4R BI2020F R EAR BB AR A BT 75
WEMFRAZ SRTEE M E AR ASEEHE
2019F12 A1 B IEFE B Bz 2 F 8 MR
RARATIME B -

1.  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.

2. UNAUDITED FINANCIAL STATEMENTS AND
ACCOUNTING POLICIES

The unaudited 2020 interim condensed consolidated financial
statements of the Group have been prepared in accordance with Hong
Kong Accounting Standard No. 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants.

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

Certain financial information in this Interim Report is extracted from the
statutory financial statements for the year ended 31 December 2019
(the “2019 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 2019 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 2020 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 2019.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2020
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAIPIR - BB E AN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2. RRBERZVBHERRETEE@®

RREER B @
() KEFPTA 2 5 RASNSETER

BT HERRERTERIN AR E B AR - &
SEBEFARRMZSEAMEEESHARRR
TEHEWRE -

AT &5 2 £ 7202051 A1 B sk A& A
ZEERE R AR

o EAZEH-EERIEA(EBEIE
BB R BB EERRI SR 54T

o EBZER-BAMBHmEEN(EENH
WELER ) B IERT

o REFTZMBREBMSER

o FIREBNE -FEMBWMELAFW -
ARG ERFE I L E B MRS R
FTIRZERT

BRMBRESERNFF(ERMTR) B EFE
AWM T A - RRFEIREEIBR
SEANFE7TF(EMIE : WEIZETREET
BERNEXEERE TR - RREHREL TS
RIBEM  ZHERITESIBEPEHEIBL
1k o B2 - FAIER KRB REENRERAA
IR - ERNERBE ZEHF RARTRERE R
HEMEzAH  RARBTERTERZIRA -

2. UNAUDITED FINANCIAL STATEMENTS AND
ACCOUNTING POLICIES (Continued)

Basis of preparation and accounting policies (Continued)
(a) 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 did not have to change its
accounting policies or make retrospective adjustments as a result of
adopting these standards.

The following amendments to accounting standards are applicable for
annual reporting periods commencing on or after 1 January 2020:

. Definition of Material — amendments to Hong Kong Accounting
Standard (“HKAS”) 1 and HKAS 8

° Definition of a Business — amendments to Hong Kong Financial
Reporting Standard (“HKFRS”) 3

o Revised Conceptual Framework for Financial Reporting

o Interest Rate Benchmark Reform — amendments to HKFRS 9,
HKAS 39 and HKFRS 7

Amendments made to HKFRS 9, “Financial Instruments”, HKAS 39,
“Financial Instruments: Recognition and Measurement” and HKFRS 7,
“Financial Instruments: Disclosures” provide certain reliefs in relation to
interest rate benchmark reform. The reliefs relate to hedge accounting
and have the effect that the reforms should not generally cause hedge
accounting to terminate. However, any hedge ineffectiveness should
continue to be recorded in the income statement. Given the pervasive
nature of hedges involving interbank offered rates (IBOR)-based
contracts, the reliefs will affect companies in all industries.
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REEZ 2 T HIRS AR 5 R R M =t
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)
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2. RRBERZVBHERRETEE@®

RREER B @
(Z) KRR Z 3T RAZISETERI R i FE

BRUBREENE17HRBEN)

4%M:1,775m%7%m’7<<5’\m’77q 77 (81T
AN EEERRBREBRE %771 (REFHE
AN) B E fﬁIJEHZT\ﬁE;EﬂiX%W
(ZREMHF)TFHEEREFEAR - 4
REFAAEHBE) - BIBEZAE ﬁt—J
REMBIREIFARAZEBRIIZE

%) DIEnEIEWE 2 IRIEA 4 ©

BB B REERE175: 71202351 A1H
SKUATRBAIA 2 FRERE M ER - AEED

RHEZ BB A REZ REMBRER 2 F
@,

8B E A E20209F1 A1 BEAMENARERZ F
B BEREESREBESEPUAESEEERY
% .

R BB - WIS S M RERBAE

BT (FAT) AR - WK E S HER2020
F8F26H A ©

it rh AR A M IS AR AR E X -

2. 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”

Insurance contracts are defined as contracts “under which
one party (the issuer) accepts significant insurance risk from
another party (the policyholder) by agreeing to compensate the
policyholder if a specified uncertain future event (the insured
event) adversely affects the policyholder”. Entities should be
aware that this could also include certain contracts entered into
by entities that are not insurers, such as fixed-fee for service

contracts.

HKFRS 17 is effective for annual reporting periods beginning on
or after 1 January 2023. 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 2020 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 26 August 2020.

These interim condensed consolidated financial statements have not
been audited.
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RIEEZ 2 T HIRS AR B3R R MY ot
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

BB AETEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

3. FEFEWA

3. NET INTEREST INCOME

#HZE6A30H 161 A For the six months ended 30 June
2020 2019
FIEWA Interest income
e RERITHEE S Cash and balances with banks 165,423 272,632
BHIE Investments in securities 794,980 871,361
FHEHEREEMIRE Advances and other accounts 2,486,604 2,569,434
3,447,007 3,713,427
FE X H Interest expense
RTINS BEPER Deposits from banks/Deposits from
customers 1,375,137 1,347,476
BEEITNESE Certificates of deposit issued 68,984 75,280
BIEER Subordinated notes 84,762 149,997
HERE Lease liabilities 5,710 7,072
Hib Others 39,894 66,545
1,574,487 1,646,370
FEWAEE Included within interest income
—RHEEERSMBELFMUATEZ - Trading securities and financial
BEEHFABZNEMEE assets at fair value through
profit or loss 47,621 70,048
—ATHEF 2 BEZEF AL EEKEE - Financial assets at fair value through
EEEE other comprehensive income 605,098 1,019,853
— BB AT RS REE - Financial assets at amortised cost 2,794,288 2,623,526
3,447,007 3,713,427
MEXHEE Included within interest expense
—RAUARFEFEZEHEEH S ABEN - Financial liabilities not at fair value
EaA=NE through profit or loss 1,536,772 1,590,546

AT REBEARARF 2020F PHRERS
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REEZ 2 T HIRS AR 5 R R M =t

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

4. BERBBERAZWA

4. NET FEE AND COMMISSION INCOME

#HZE6A30H 161 A For the six months ended 30 June
2020 2019
REERASKBA Fee and commission income
KUARATFEFEAEZESTAEBZNEHEEK Fee and commission income from
BEZREERESIA financial assets and liabilities not
at fair value through profit or loss
—EEEEZREE A — Credit related fees and commissions 83,576 95,446
—E5mE — Trade finance 36,214 44,040
—fEAKR - Credit card 125,480 173,850
HEMREE RBESWA Other fee and commission income
—BHELEAS - Securities brokerage 82,257 54,238
—{REREHE R H At — Insurance distribution and others 151,333 157,802
—TERBERIEEERS — Retail investment and wealth
management services 134,702 139,438
—RITRBERFEE - Bank services and handling fees 32,335 32,517
—Hib %2 — Other fees 29,374 26,610
675,271 723,941
BREERASIH Fee and commission expense
RUARTFEFEEEZ ST ABENEREER Fee and commission expense from
BEZRBERAESS T financial assets and liabilities not
at fair value through profit or loss
—FEELAS - Handling fees and commission 98,564 141,123
—BREMER - Other fees paid 5,075 11,740
103,639 152,863

AEBRAE=FIRETE X5t bEBTERE
BAEERYG - ZZFUREAFORBBEZEELT
BEENETHERERA -

12

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 these financial

statements.
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RIEEZ 2 T HIRS AR B3R R MY ot
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAIPIR - BB E AN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

5. FEEWA 5. NET TRADING INCOME
H=6H30H 161 A For the six months ended 30 June
2020 2019
AT ER 2 BHEB ABENESREE Dividend income from financial assets
Z IR BUA at fair value through profit or loss 3,945 8,663
SNEB BT (F51E) Net gain/(loss) arising from dealing in
foreign currencies 71,244 (6,055)
BREEBERBMESF I F = Net gain on trading securities 9,147 7,346
BEEEABROITETE 2SS/ (EE) Net gain/(loss) from derivatives entered
into for trading purpose 81,556 (2,959)
RAFEHFMARSRTIA 2 F il Net gain arising from financial
instruments subject to fair value
hedge 12,669 6,029
AATHETEREZE AlBanem T A Net (loss)/gain on financial instruments
2 F(EE) e at fair value through profit or loss (46,775) 25,649
131,786 38,673
6. HMZEEKRA 6. OTHER OPERATING INCOME
HZ=6H30H 161 A For the six months ended 30 June
2020 2019
A EREBEE S AL MEmKEEN Dividend income from investments in
Mt TARRE ZRERA equity instruments at fair value
through other comprehensive income
— BRI R AR - Derecognised during the period
— EWiRE - Listed investments 4,084 3,116
—REARDFE - Held at the end of the period
—LHRE - Listed investments 49,054 43,841
—FELETIRE — Unlisted investments 3,375 3,401
LEYE A MABRE Gross rental income from investment
properties 18,464 18,607
HibBS WA Other rental income 7,446 6,538
i) Others 8,848 9,100
91,271 84,603
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7. EEXH 7. OPERATING EXPENSES
#HZE6A30H 161 A For the six months ended 30 June
2020 2019
EEFHMEER L (BIEEEF) Employee compensation and benefit
expenses (including directors’
remuneration) 1,033,359 986,935
TEREMETEEES L  TREFE Premises and other fixed assets
expenses, excluding depreciation 83,938 86,750
e Depreciation
—TEREMETEE(HE18(F)) — Premises and other fixed assets
(Note 18(a)) 91,144 93,703
—BEREZYE - Right-of-use properties 91,921 90,939
EEREHEEB S N Advertising and promotion costs 51,718 50,703
BNl » X AREE Printing, stationery and postage 21,979 23,277
Hpb Others 95,889 102,036
1,469,948 1,434,343
8. FEREEE 8. CREDIT IMPAIRMENT LOSSES
#HZE6HA30H 161 A For the six months ended 30 June
2020 2019
FTI8 YR (FOBR I B 2 1) New allowances net of allowance
releases 408,006 124,593
I BB 1 B s 2 ZUR Recoveries of amounts previously
written off (42,761) (31,846)
365,245 92,747
DR : Attributable to:
—RFER — Advances to customers 336,289 87,342
—Hith e mEE - Other financial assets 27,760 10,213
— EFURIE R ISR - Loan commitments and financial
guarantees 1,196 (4,808)
365,245 92,747
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9. BMERNAREZREERE

20206 A30H - AEEESEERT([EER
THZEREZ AFECKREREALNESE - B
b AREBEREHESERTZREZREEE
TTRE B IA T AT B 8 -

MEARL S AT EERBEE(EREER)ME
EZERRITAIKROSENZIREZREE - £
REETDIRREREGLE 2 BERTEMMAK
RS REEBREERITHPMNRHNZER
REEFERZBEMRROAIELFEE  ER
RRBREFRAFE - BARERAEBEEHEZ
BERE T2 ZE AN R TIH R 2 EERITRA
RAMEE

ETEREEFEASEZREZTKRESHE
B ARBERMARBRAREETSEHLE
ERRNERFEEREBEEZIZ2HAE - BED
AEHARR P BB EIRTT 2 &AIE N R H TR
BEEROTARKAFHEZPHREPTERE
EREEERRITZARRERETFTEEEEE
EE-

RIFE E2019F12 A31 8 2 AR #ETT 2 51
LetEr 2 EREAREEEMAEEREZMEG
BERZEMET 2 JRESEDAEREERE -
B #521,735,000,000/8 7T 2 2T R ERT IR © A
£ B 320204 6 A 30 H 2 ik Ji i 17 & 8 E R
2 RALHEFEREARRZTRKSETEA
ERBRE Z2019912 A31 B 2 K51 RET R
1,735,000,000/ 8 L& 2 BREE - MEHARESE
/200,000,000 7 © Bt + FA20204F | - F i
T R(ER45200,000,0008 TTIA SR Z IR E 2
{B{8%3,841,000,0007 7T °

STERFBITAERAR(IKHRITHZELATR
BRI EBIEZIEE 2 RBEF) - ERFIRITI
MEERITZIRSBEBBRIN o WEZIREHFE
R e R iaI% & A 78 2 1,213,000,000/8 7T * 5%
BB REB TR ERNIRITZERTERLLE -

9. IMPAIRMENT LOSS ON INVESTMENT IN AN
ASSOCIATE

At 30 June 2020, the fair value of the Group’s investment in Bank
of Chongging (“BOCQ”) had been below the carrying amount for
approximately 6.5 years. On this basis, the Group continues to perform
impairment test on the carrying amount of the investment in BOCQ to
assess the recoverable amount.

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 2019, 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$1,735 million had been recognised. The
latest impairment test performed by the Group for the position as
at 30 June 2020 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 2019 of HK$1,735 million, by HK$200 million. As a result,
an additional impairment charge of HK$200 million was recognised in
the first half of 2020 to reduce the value of the investment to HK$3,841
million.

The calculation of Dah Sing Bank, Limited (“DSB”)’s capital adequacy
does not include the retained earnings from this investment (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.

AT REBEARARF 2020F PHRERS
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10. #iE

BBEFISH TR B AR A 5 FE AR B g I DA R &
16.5% (20194F : 16.5% ) 1R B o BINERTD
R BRI IMib 5t I SR B R 2 5 B A0 i 3 7 3
B2 BITBRGE -

EEHBERRAAEEINEHER  KRABZSE
MIARERENRHEEN THREERZH
RERBHER -

10. TAXATION

Hong Kong profits tax has been provided at the rate of 16.5% (2019:
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.

#HZE6A30H 161 A For the six months ended 30 June
2020 2019
BNERFL I Current income tax
—HENEB - Hong Kong profits tax 144,162 176,239
— BN IE - Overseas taxation 9,211 19,084
AT IR Deferred income tax
— BN B = R E £ R — Origination and reversal of
temporary differences 8,326 4,192
A Taxation 161,699 199,515

1. SREFXARBERF

#HZE202066 A30H IF61E A 2 FREAREF
I 58 & T T 12 B8 744,768,000 7T (2019 4F -
1,113,821,000/& ) 2 A F| R AN B T L @
% 3% 19 2 hn4E F 5 £(319,575,100 A% (2019 4F -
327,025,376% )5t H °

HEE B Z 15 B B R T Xt
d4(F)HAZRNEBERZ 2 HE -

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 2020 is based on earnings of
HK$744,768,000 (2019: HK$1,113,821,000) and the weighted average
number of 319,575,100 (2019: 327,025,376) 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.
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12. HEEERENESRUAFETE
BESBABENEHEE

12. TRADING SECURITIES AND FINANCIAL ASSETS AT
FAIR VALUE THROUGH PROFIT OR LOSS

20204 20194
6H30H 12A31H
As at As at
30 Jun 2020 31 Dec 2019
FEEERBNES Trading securities
BEBES Debt securities:
—&BEL™ — Listed in Hong Kong 98,037 20,681
—3EET™ - Unlisted 7,258,503 8,367,272
7,356,540 8,387,953
NAHERTE BAZB AEmHe/mEE Financial assets at fair value through
profit or loss
BEBES Debt securities:
—3EET - Unlisted 33,103 395,061
33,103 395,061
RERMES Equity securities:
—&BLm — Listed in Hong Kong 162,929 276,964
—&BBAIN T - Listed outside Hong Kong - 8,706
162,929 285,670
196,032 680,731
axt Total 7,552,572 9,068,684
PREEBHEFAE Included within debt securities are:
—BERE(ZRBLER) — Treasury bills which are cash
equivalents 3,042,551 1,606,484
— HEfth BB =R — Other treasury bills 4,236,698 6,781,469
— H A (ET5E 5 - Other debt securities 110,394 395,061
7,389,643 8,783,014

R20204F6 H30H 201912 4311 - Hilt4hsR
WAL T BB T3

FFEEAZRNE R AR HEFEREZBE
ABEH S B EERBITRBEERN DT

— PR REBIFAH RIRTT
—IRITREAM SR
—1b%

As at 30 June 2020 and 31 December 2019, 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:

— Central governments and central banks
— Banks and other financial institutions
— Corporate entities

7,279,249 8,387,953
25,312 42,290
248,011 638,441
7,552,572 9,068,684
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13. fT&E€mIT A 13. DERIVATIVE FINANCIAL INSTRUMENTS
202056 AR AR EISTA TEA N2 RER The notional principal amounts of outstanding derivatives contracts
S REQNFERT and their fair values as at 30 June 2020 were as follows:
an/
ZHSHE A¥E
Contract/ Fair values
notional BE afE
amount Assets Liabilities

1) HEEERBRZITETA 1) Derivatives held for trading

) SMNEDTET A a) Foreign exchange derivatives
mEANEEASN Forward and futures contracts 123,149,970 327,626 (260,017)
B A Ko ) 9NEE B Currency options purchased and
written 13,675,852 18,949 (18,650)
) FIERPTHET A b) Interest rate derivatives
P HA Interest rate swaps 4,755,158 48,169 (42,817)
B A Koo (7| 2= B A Interest rate options purchased and
written - = -
A) R UITETA ¢) Equity derivatives
B\ RO D e 1 ER Equity options purchased and written 273,793 14,140 (7,277)
ESEEBEED Equity futures contracts 414,449 = (7,430)
REEERGZITETA Total derivative assets/(liabilities) held for
BE/(Af)Es trading 142,269,222 408,884 (336,191)

2) FHEEHHRABZITETAR 2) Derivatives held for hedging
) 15E A FAEE P2 T4 a) Derivatives designated as fair value

TA hedges
F| 2=t Interest rate swaps 41,132,372 202,408  (2,611,586)
FIES AR 2 ITET R Total derivative assets/(liabilities) held for
BE/(BE)E: hedging 41,132,372 202,408  (2,611,586)

EMRZITESmM T EZE,  Total recognised derivative financial assets/
(BaE)&ast (liabilities) 183,401,594 611,292  (2,947,777)
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13. fT&E€mIAm 13. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2019F 12 A1 B AR HTTAETEA N ZBER The notional principal amounts of outstanding derivatives contracts
S REQNFERT and their fair values as at 31 December 2019 were as follows:
a4,/
RESE A¥E
Contract/ Fair values
notional BE af&
amount Assets Liabilities

1) HEEERBRZITETA 1) Derivatives held for trading

) SMNELTAET A a) Foreign exchange derivatives
RHRBESLN Forward and futures contracts 86,096,017 429,147 (346,656)
B A Ko ) 9NEE B Currency options purchased and
written 8,583,805 11,034 (10,733)
) FIERPTET A b) Interest rate derivatives
F| & By Interest rate swaps 4,476,095 17,185 (10,537)
B A Mo 7 2= E A Interest rate options purchased and
written 674,220 - (240)
A) EUITETA ¢) Equity derivatives
B A ROh e e M Equity options purchased and written 269,764 10,400 (2,190)
BIEEERBZITET A Total derivative assets/(liabilities) held for
BE/(BE)E: trading 100,099,901 467,766 (370,356)

2) FEEHRABRZITETAR 2) Derivatives held for hedging
) 3E A D FHEE #2074 a) Derivatives designated as fair value

TA hedges
1| 2= 451 B Interest rate swaps 38,285,505 110,164 (722,672)
BRI RR®R 2 ITAET R Total derivative assets/(liabilities) held for
BE/(AE)AL hedging 38,285,505 110,164 (722,672)

OHRAZITESm I E&E,~  Total recognised derivative financial assets/
(BaE)A&st (liabilities) 138,385,406 577,930 (1,093,028)
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13. fT&E€®mIAm

PR AREBT L ERFHEERH T
BrEERBRIIMNAANGEERRINESRE 2
FIEAT -

13. 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:

20204 20194

6H30H 12A31H

As at As at

30 Jun 2020 31 Dec 2019

RS Exchange rate contracts 917,246 721,897
FEEL Interest rate contracts 88,634 64,608
BEMEL Other contracts 21,864 17,423
1,027,744 803,928

BETEZANBEERERBEHRNRS
B YRR ERBEEE -

EERRIMESENZ2ERTESEREL 2GRTT
ZERRADMAEZHEE - FTEMG 2 HERR
BIRHHETF RERAHDBFEME -

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.
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14, BEERNRHEMERE

14. ADVANCES AND OTHER ACCOUNTS

20204 20194
6H30H 12H31H
As at As at

30 Jun 2020 31 Dec 2019

BEFER4EH

N  REERE
— P ERA
—PEER2
—[&ER3

EEES:
0k - BEZLEE

—PEERA
—PEER2

AL E(MF18(2))
Hib&EE

e« REEE
—PEER1

—[EER2
—PEERS

BHEEFRREMIRE

Gross advances to customers

Less: impairment allowances
— Stage 1
- Stage 2
- Stage 3

Trade bills
Less: impairment allowances

— Stage 1
- Stage 2

Right-of-use assets (Note 18(b))

Other assets

Less: impairment allowances
— Stage 1
— Stage 2
— Stage 3

Advances and other accounts

138,234,951 136,946,773

(503,033)  (474,635)
(168,271)  (152,754)
(500,952)  (381,197)

(1,172,256) (1,008,586)

137,062,695 135,938,187

3,115,022 3,393,863

(3,251) (1,982)
(27) ()
(3,278) (1,989)

3,111,744 3,391,874

250,342 417,042

8,442,762 6,525,431

(12,340) (10,026)

(728) (598)
(25,599) (21,918)
(38,667) (32,542)

8,404,095 6,492,889

148,828,876 146,239,992
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14. BSEERREMERE @ 14. ADVANCES AND OTHER ACCOUNTS (continued)
() B  BREERKCEHAEE (@) Impaired, overdue and rescheduled assets
() HEEH (i) Impaired loans
2020F 20194F
6H30H 12A31H
As at As at

30 Jun 2020 31 Dec 2019

BN EEE Gross loans and advances 138,234,951 136,946,773
Bk BEEFHRTE Less: total impairment allowances (1,172,256)  (1,008,586)
FEE Net 137,062,695 135,938,187
FEERBEZEREEB®R Credit-impaired loans and advances 1,410,390 1,049,226
Bk - PEERSIRE SRS Less: Stage 3 impairment allowances (500,952) (381,197)
SRR Net 909,438 668,029
BEEEERAFE Fair value of collateral held* 829,723 590,496
FEEREERMBIEEFERR Credit-impaired loans and advances
BFBEEE DL as a % of total loans and advances

to customers 1.02% 0.77%

* EHRRAFEDNRBERFRTERERA * Fair value of collateral is determined at the lower of the market
BREH  WEPREEETE - value of collateral and outstanding loan balance.
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14, BEERNREMERE @)

14. ADVANCES AND OTHER ACCOUNTS (Continued)

() BfE - BfkEERLEAEE@® (@ Impaired, overdue and rescheduled assets (Continued)
(i) EEAEEE AR (i)  Gross amount of overdue loans
202056 A30H 2019%12A31H
As at 30 Jun 2020 As at 31 Dec 2019
AHIAER mAERER
EREHE BiuasE
Gross Gross
amount of {L#8%E amount of Ih4B%E
overdue Bk overdue Bkt
loans % of total loans % of total
REBEEFERERE Gross advances to customers
mE - which have been overdue for:
—3{E A -=61E A — six months or less but over
three months 115,125 0.08 180,317 0.13
—6E AN E=1F - one year or less but over
six months 279,578 0.20 250,661 0.18
—1F L E - over one year 519,620 0.38 318,703 0.23
914,323 0.66 749,681 0.54
DELAE Represented by:
— BB ER - Secured overdue advances 676,567 578,446
— IR R E K — Unsecured overdue advances 237,756 171,235
BRI ERATES Market value of securities held
B mmE against the secured overdue
advances 1,003,393 885,515
FEERSIRIE L Stage 3 impairment allowances 327,084 226,415

FAZBRR IR REMER  RIBWER

PR AL BEE B ER

Collateral held mainly represented pledged deposits, mortgages

over properties and charges over other fixed assets such as

equipment.
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14, ZEHEEFKREMERE @ 14. ADVANCES AND OTHER ACCOUNTS (continued)
() BE  ARREERLEAEE@® (@) Impaired, overdue and rescheduled assets (Continued)
(i) BB (EHBREFELILEZ (i) Rescheduled advances net of amounts included in
&) overdue advances shown above
20204 20194
6H30H L4z 12A31H IH4R%E
As at BotE As at Bt

30 Jun 2020 % of total 31 Dec 2019 % of total

EFER Advances to customers 386,030 0.28 270,909 0.20
P& ER 3R B Stage 3 impairment allowances 136,762 112,734
(iv) BZEZEE (iv) Trade bills
20205 20194
6H30H 12H31H
As at As at

30 Jun 2020 31 Dec 2019

EOES Sl Trade bills which have been
overdue for:
—6{E AN E=14F - one year or less but over six
months = 11,907
—1F L E - over one year 7,894 -
7,894 11,907
P& ER 3R E Stage 3 impairment allowances - -
BHE SRR R HEAEMN - The overdue trade bills are fully secured.
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14, BEERNREMERE @)
(Z) WEEH R

14. ADVANCES AND OTHER ACCOUNTS (Continued)

(b) Repossessed collateral

BHZWEHERRAT Repossessed collateral held is as follows:
20205 20194
6H30H 12H31H
As at As at
30 Jun 2020 31 Dec 2019

BEHYE Nature of assets

BqEkyES Repossessed properties 244,708 287,397
i Others 26,459 7,782
271,167 295,179

WEHERRRAITIERERHEE - BURIBRAMN
AR RRZ tERAREEE

{5t A] 235 42(H 5 58,045,0007% 7T (2019412 A
318 : 59,274,000/8 7T ) 2 1£ 9 Bl At A5 F E A
WE - RS BEREREAMEREMR 2 ELST
ITEAYEERREI - ZERRAZIRNHib
BEJETHREBHECZEE - HEZERER
BRI TER -

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$58,045,000 (31 December 2019:
HK$59,274,000), 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.
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15. EE%EE
TRIBHIRE B SRS A R 55055 7N 2 B Mo 3B
BrEFERRBE BRAERIBERE
HIE B IREENEE -

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.

P X1 P& ER 2 P2 ER3 &5t
EHEE EHEE FAHEE EHEE
EiE%EAE EREE BREE BERES
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
20201 H1H At 1 January 2020 614,722 161,309 381,197 1,157,228
LLVE Transfers:
FEER1 875 2R ER2 Transfer from Stage 1 to Stage 2 (17,122) 29,408 - 12,286
P B 18282 EPEERS Transfer from Stage 1 to Stage 3 (15,257) - 185,594 170,337
f& B 28275 = R ER 1 Transfer from Stage 2 to Stage 1 5,636 (14,101) - (8,465)
[ ER 28272 S PE ER 3 Transfer from Stage 2 to Stage 3 - (25,960) 128,088 102,128
FEER3E R = EER2 Transfer from Stage 3 to Stage 2 - - - =
& ER 3815 E R B Transfer from Stage 3 to Stage 1 - - - =
BANFTIRAE - BB A SRR New financial assets originated,
WRAZ eMEE purchased or derecognised
during the period 71,501 (8,024) (12,502) 50,975
PDs/LGDs/EADs,BIfEM  Changes in PDs/LGDs/EADs/

R BRaR 2 & forward looking assumptions (29,291) 29,910 30,593 31,212
ARERBAIR Unwind of discount 17,542 1,760 2,822 22,124
i sH Write-offs - - (214,200) (214,200)
SN 2 HL fth Foreign exchange and other

movements (709) (181) (640) (1,530)
20204630 H At 30 June 2020 647,022 174,121 500,952 1,322,095
g In respect of:
BEFER Advances to customers 503,033 168,271 500,952 1,172,256
ERURE R BER Loan commitments and

financial guarantees 143,989 5,850 - 149,839

647,022 174,121 500,952 1,322,095

KRB Abbreviations used:
PD EHHAE PD Probability of default
LGD EHERE LGD Loss given default
EAD BRE e EAD Exposures at default
ECL TEEME B8 ECL Expected credit loss
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15. EEEHE@® 15. LOSS ALLOWANCE (Continued)

P ER A [ ER2 F&EZ3 a&t
JEEEE TEEEE BHIEE JEEEE
BB EIE BB BB

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2019F1A1H At 1 January 2019 563,307 133,876 363,007 1,060,190
LLVE Transfers:
FEER1 8% 2R ER2 Transfer from Stage 1 to Stage 2 (10,526) 42,802 - 32,276
MEER 1R 2R ERS Transfer from Stage 1 to Stage 3 (21,630) - 328,598 306,968
f& B 28275 = R ER 1 Transfer from Stage 2 to Stage 1 4,162 (11,094) - (6,932)
FEER2#%S & ER 3 Transfer from Stage 2 to Stage 3 - (10,167) 54,832 44,665
FEER3E R = EER2 Transfer from Stage 3 to Stage 2 - 2 (3,923) (3,921)
& B 38275 = & ER 1 Transfer from Stage 3 to Stage 1 209 - (581) (372)
BANFTIRAE - B8 A SR New financial assets originated,
WRAZ eMEE purchased or derecognised
during the period 115,320 11,977 (29,367) 97,930
PDs/LGDs/EADs, BIfEM  Changes in PDs/LGDs/EADs/

BIRER 2 Z B forward looking assumptions (35,927) (7,521) 26,981 (16,467)
ARBRARIR Unwind of discount 202 1,591 62 1,855
T gH Write-offs - - (357,860) (357,860)
SN 2 HL fh Foreign exchange and

other movements (395) (157) (552) (1,104)
2019512 H31H At 31 December 2019 614,722 161,309 381,197 1,157,228
a8 In respect of:
BEFER Advances to customers 474,635 152,754 381,197 1,008,586
ERURERIEER Loan commitments and
financial guarantees 140,087 8,555 - 148,642
614,722 161,309 381,197 1,157,228
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16. UAREFEEHSEHTAHRMEZE 16. FINANCIAL ASSETS AT FAIR VALUE THROUGH
WEHNEMEE OTHER COMPREHENSIVE INCOME
20204 20194F
6H30H 12A31H
As at As at

30 Jun 2020 31 Dec 2019

BFES Debt securities:
—&ELEm — Listed in Hong Kong 15,696,888 16,486,474
— BB ET - Listed outside Hong Kong 17,762,124 16,699,367
N Al - Unlisted 10,637,164 8,970,096
44,096,176 42,155,937
RERMES Equity securities:
—BEL™ - Listed in Hong Kong 926,413 1,043,627
— BB T - Listed outside Hong Kong 3,057,581 2,208,778
—JELTm - Unlisted 82,444 82,715
4,066,438 3,355,120
At Total 48,162,614 45,511,057
BIEEEEKESHRAS Included within debt securities are:
—BEEARE - Certificates of deposit held 343,035 114,099
—BERER(ZRBLER) — Treasury bills which are cash
equivalents 4,699,034 4,496,472
—HiBEER — Other treasury bills 5,600,087 5,599,844
—BNES - Government bonds 123,315 118,594
—HA B ES — Other debt securities 33,330,705 31,826,928
44,096,176 42,155,937
ARATER 2B EZ8EA Financial assets at fair value through
Hit2ElmmemEE other comprehensive income
REATHBER DT - are analysed by categories of
issuers as follows:
BERES - Debt securities:
— R RISk ERTT — Central governments and
central banks 10,422,436 10,214,910
—RNEHE — Public sector entities 182,580 190,269
—IRIT R EM S BE - Banks and other
financial institutions 7,996,092 6,252,370
—1% — Corporate entities 25,494,993 25,498,313
— HApth - Others 75 75
44,096,176 42,155,937
MBS Equity securities:
—IRIT R EM S B — Banks and other
financial institutions 534,300 578,484
—1% - Corporate entities 3,632,138 2,776,636

4,066,438 3,355,120

48,162,614 45,511,057
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17. DESHRATIRNESHEE 17. FINANCIAL ASSETS AT AMORTISED COST
20204 20194
6H30H 12H31H
As at As at

30 Jun 2020 31 Dec 2019

BEBES Debt securities:
—&ELm — Listed in Hong Kong 7,591,927 4,531,678
—&BBEAINET — Listed outside Hong Kong 9,156,033 6,534,167
—JELTm - Unlisted 4,628,372 4,688,755
21,376,332 15,754,600
kR RELERE Less: impairment allowance
—PEER1 - Stage 1 (20,328) (11,608)
a5t Total 21,356,004 15,742,992
BIEEEKEHFAS Included within debt securities are:
— R B NFRGE - Certificates of deposit held 1,263,481 1,451,302
—BERE — Treasury bills 1,957,793 2,225,843
—BUNES - Government bonds 248,450 301,957
— HhEBES - Other debt securities 17,906,608 11,775,498
21,376,332 15,754,600
LA ERRC AR T BR Y & BR B B Financial assets at amortised cost
REATHBER ST - are analysed by categories of
issuers as follows:
— R RBUR K A R ERTT - Central governments and
central banks 2,206,243 2,527,800
Nl - Public sector entities 108,519 75,294
—iRTT R E M B - Banks and other
financial institutions 7,136,018 5,987,980
—1¥ — Corporate entities 11,914,463 7,152,437
—EAfth - Others 11,089 11,089

21,376,332 15,754,600
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18. W% - |/MRRME
(F) TERHMEEEE

18. PROPERTY, PLANT AND EQUIPMENT

(a)

Premises and other fixed assets

HH - BB
kAE
Furniture,
equipment
TE and motor 4%
Premises vehicles Total
EHZE2020F6 8300 L-6/8 8 Six months ended 30 June 2020
BRI EDFE Opening net book amount 1,739,065 430,145 2,169,210
g Additions - 51,232 51,232
=S Disposals - (2,895) (2,895)
WES L (HFT) Depreciation charge (Note 7) (27,344) (63,800) (91,144)
EHER Exchange difference (2,251) (1,321) (8,572)
HCRBREDFE Closing net book amount 1,709,470 413,361 2,122,831
2020%6H30H At 30 June 2020
AR Cost 2,657,547 1,197,712 3,855,259
REITE Accumulated depreciation (948,077) (784,351)  (1,732,428)
BREFE Net book amount 1,709,470 413,361 2,122,831
HZE2019F12A31HILFE Year ended 31 December 2019
BRYIREDFE Opening net book amount 1,610,891 472,179 2,083,070
i Additions - 105,651 105,651
= Disposals - (7,568) (7,568)
TEZH Depreciation charge (53,393) (138,828) (192,221)
EHER Exchange difference (1,980) (1,289) (3,269)
BN BITERRENE Reclassification from premises to
investment properties 183,547 - 183,547
FAREEFE Closing net book amount 1,739,065 430,145 2,169,210
201912 A31H At 31 December 2019
AR Cost 2,660,103 1,182,004 3,842,107
Z2EITE Accumulated depreciation (921,038) (751,859)  (1,672,897)
BREVFE Net book amount 1,739,065 430,145 2,169,210
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18. ¥%¥ > B/ ERFE@®
(z) HE

S ERAREERARAZHERHRER

MEARRANEEEEZBIRAT

18. PROPERTY, PLANT AND EQUIPMENT (Continued)

(b) Leases

This note provides information for leases where the Group is a lessee.

The statement of financial position shows the following amounts
relating to leases:

20204 20194
6H30H 128318
[ As at As at

Note 30 Jun 2020 31 Dec 2019

TREEE Right-of-use assets
— % - Properties 14 250,342 417,042
HEAR Lease liabilities 23 267,931 434,681
19. REWZE 19. INVESTMENT PROPERTIES
BZE HE
20204 20194
6H30HIE 12H31HIE
61& B FE
Six months Year
ended ended
30 Jun 2020 31 Dec 2019
i, F ) At beginning of the period/year 1,166,842 1,426,106

BN BRREMERTE

— BN EZREMEZATE

BEfEATHERE

B4R

AEEN20195F12 831 H R EMENEEETT
TEM - FHERB L FESIIEEE —KF
Bl (AELEXRER) ERARAA/MUNEE R
TEBEARZREMERE KN FBAEHTCRP)A
RARABMUNRFIZREMEIR AR LB TR
WARBEECTEANATZ2E Z R E TS
PR ACERRAETT ©

Reclassification from investment
properties to premises
- Fair value of investment

properties reclassified - (1883,547)
Fair value loss on revaluation - (75,717)
At end of the period/year 1,166,842 1,166,842

The Group’s investment properties were last revalued at 31 December
2019 by adopting the direct comparison approach or the income
capitalisation approach and with reference to recent transactions for
similar premises as far as practicable by independent, professionally
qualified valuer Savills (Valuation and Professional Services) Limited
for investment properties in Hong Kong and Mainland China, and by
Savills (Macau) Limited for investment properties in Macau.
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20. BEFEX 20. DEPOSITS FROM CUSTOMERS

20204 20194
6A30H 12H31H

As at As at

30 Jun 2020 31 Dec 2019

B R R AR Demand deposits and current accounts =~ 42,223,446 40,416,625
HEFR Savings deposits 33,284,281 33,074,715
TEHR - AR ERTE R Time, call and notice deposits 111,573,180 108,623,957

187,080,907 182,115,297

21. BRITHWERHE 21. CERTIFICATES OF DEPOSIT ISSUED
20204 20194
6H30H 12831H
As at As at

30 Jun 2020 31 Dec 2019

REDR R RS T A FES R At fair value under fair value hedge
(for hedging interest rate risk) 2,231,918 4,911,274
TRH AR AR BR At amortised cost 6,156,300 1,839,551
8,388,218 6,750,825
RNEEESE D BITERGE DR R S LR The amount that the Group would be contractually required to pay at
SEE A L5 2 BRE 52,000,000 7T (2019 maturity to the holders of these certificates of deposit is HK$2 million
F12A31H : 56,000,000/ 7T) ° higher (31 December 2019: HK$6 million higher) than the above

carrying amount.
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22. BHEEBEH 22. SUBORDINATED NOTES
20204 20194
6H30H 12H31H
As at As at
30 Jun 2020 31 Dec 2019

LR E R T A TESIRR At fair value under fair value hedge
(for hedging interest rate risk):

225,000,000 7T 7420204 2 HAHY US$225,000,000 Subordinated Fixed
ELBEEREGE(R)) Rate Notes due 2020 (Note (a)) - 1,755,635

250,000,000 772026 4F ZI| B US$250,000,000 Subordinated Fixed
EEREERKGE(Z)) Rate Notes due 2026 (Note (b)) 1,977,184 1,946,445

225,000,000 7T 7420294 ZI| EAHY US$225,000,000 Subordinated Fixed
ELEBERBGE(R)) Rate Notes due 2029 (Note (c)) 1,883,636 1,808,101
3,860,820 5,510,181

i Note:

(B) Ty RK#HILTR2010F2 11 AT (@  This represents US$225,000,000 Subordinated Fixed Rate Notes
225,000,000 T FT AN 22 S P ([ ¥ 22FT 1) qualifying as supplementary capital of DSB issued on 11 February 2010
FHWHEREAMMNERNEEREGH(E (the “Notes”), which were listed on the Singapore Stock Exchange
1) o RFTIRTTER20202 A11HEHIE 2 Trading Limited (“SGX”). The Notes had been fully repaid by DSB on the
EBIEE - maturity date of 11 February 2020.

(Z) Ty K#FEITHR20164F 11 A30H %17 2 (b)  This represents US$250,000,000 Basel Il compliant 10-year

250,000,000 T E B AKE X FH AR A A
(TBBRZA]) £ REEEEBR R ENMER
EAZMREAMIOFHESREEH(TER])
(BETEBRITEER)RADZIER) © 1hF
ERS#ER2026F11 AS0H IH - iRIBHEER A
2021411 H30H - MBITAZ B BUHEER -
FBAL25%  BEFRNE—R - Hig - HEK
AEREMEEAER  ARNFNESSETAE
M5 B EEEEH SR MN2552F - BEBE
BEERELIE - KFBTAUZEEEER
Fi GESH ) EH - RHIRITINE B —EIRERTT
FINF R HR A K0S E R B E E F B dnik B A
TURITRIZENR B REWREZENF B o

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 Stock Exchange
of Hong Kong Limited (“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.
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22. #EB¥w@

7 ()

(A) Ty KRHFHFBTHR2019F1 A158 F 17 2
225,000,000 TTEBBER FHA EMEFEEE
BIBENTERE A RERNI0OFHT BBE
B ([ &) (EETEBERITEER)RAD
ZIER) o L EEHAS 20291 A158 B H -
BZEEEH B2024F 17158 - AEITHEHR
REMHEEA  FEAY  BEFMBE—K-
Hit  fESRERBEEEAER  FENF
BEEIAERSFHEREE RS S EMN2552
F o BEBEBCERERIE - KFBITATL
EEEEBR A GEND)ER - KFRITME
B — B RR ERTT AT S I 4 B 4045 B 5 00 [E E A
BHBRANETRITRER S AEHAZEF L

e

AEEENEREESHBNIEENENNSHE
B A AT 2 BRE{E{K179,000,0007% 7T (20194

128318 : 1£59,000,000/87T) °

23. HfiRB KRR

22. SUBORDINATED NOTES (Continued)

Note: (Continued)

©

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$179 million
lower (31 December 2019: HK$59 million lower) than the above
carrying amount.

23. OTHER ACCOUNTS AND ACCRUALS

20204 20194
6H30H 12H31H
As at As at

30 Jun 2020 31 Dec 2019

HEaBEHE18(2))
REBEESSHRBRZENER

HipBENIER

Lease liabilities (Note 18(b)) 267,931 434,681

Amount payable arising from purchase
of securities pending for settlement 4,324,882 3,383,281
Other liabilities and accruals 9,620,668 8,698,832
14,213,481 12,516,794
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24, BRRES 24. SHAREHOLDERS’ FUNDS
20204 20194
6H30H 12H31H
As at As at
30 Jun 2020 31 Dec 2019
&N Share capital 4,248,559 4,248,559
TEEHE Premises revaluation reserve 606,238 606,238
WEEHFEE Investment revaluation reserve 216,158 612,443
bE &1 Exchange reserve (371,030) (275,321)
N Capital reserve 6,383 6,318
—MEE General reserve 484,289 484,289
VARR 1 /% EEHEVESR N 2 4 Reserve for share-based compensation 2,896 2,540
REBREF Retained earnings 21,570,453 21,120,164
26,763,946 26,805,230
BENRBAENAZ RIS, BIREE Proposed dividend/dividend paid
included in retained earnings 86,285 345,141

()

BAEA A RIR20194F3 A 15 H & 17 2 Rk 4F
RIRE LBz IRE - ANAFH201956F3 A
28 HFEAE = ZEUFJERTTERR] 2 R4 - 1R
& B85 15,500,00008 A" A &R o AR [E]
BRI B R - R {E591,635,00078 TTHE A
RE|ZIRBBMZ -

RIRITRBBEMBITANEERFHTR
R EBM B MEERMFE A ZHE
RERHE o B ZEE R (R EET RORM
RERITRM AR AR (DRPIFERT )
R RFRIT (P B BR QA ([ RFRTT (P
B) DI RFEFABEBRITRIGHI RAFHEE
BREMNZAMEERTE - REERERR
RETERZFHEDHE - EERBZEY
AEBBLERETHENR  WEERNERR
AR -

7202056 A30H © KHFEITEIETE
531,353,000 % 7T (20194 12 A 31 A :
1,127,403,000/8 70 ) 2 S EEIE R BB HE T
HIHEGE —MRER  SREENEHGERE
BFIFIEE -

(@)

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 2020, DSB has earmarked a regulatory reserve of
HK$531,353,000 (31 December 2019: HK$1,127,403,000) 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. RARBBERAERE
(F) BAXEE

RBEPRERE NDARRBEEHE 2 GHEE &
BABTEEECEREENT

25. CONTINGENT LIABILITIES AND COMMITMENTS

(@) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed assets
at the end of the reporting period but not yet incurred is as follows:

20204 20194
6H30H 12H31H
As at As at

30 Jun 2020 31 Dec 2019

EROBERERERZAX

(2) FEESE

AEBEERBERIMERETEPZERIA
BRTBEREEERRINEIEENT

Expenditure contracted but not

provided for 153,231 147,096

(b) Credit commitments

The contract and credit risk weighted amounts of the Group’s off-
balance sheet financial instruments that commit it to extend credit to
customers are as follows:

BHEE

Contract amount

20204 20194
6H30H 12H31H

As at As at

30 Jun 2020 31 Dec 2019

BEEEEREMR

B 5E 2 HAEE

HE 5ER 2 SAEE

G BUB T NETR S B A 2 AR

Hitpdg » RRAHRS
NS

— 1R
— B

36

Direct credit substitutes 610,847 563,882
Transaction-related contingencies 502,052 527,442
Trade-related contingencies 772,772 967,813
Commitments that are unconditionally

cancellable without prior notice 73,730,734 74,428,118
Other commitments with an

original maturity of:

—under 1 year 3,824,253 3,999,906

— 1 year and over 409,447 758,023

- Forward forward deposits placed 15,655 -

79,865,760 81,245,184
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25. FAREBBERAE®

(Z) EE&E@m

25. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)

(b) Credit commitments (Continued)

EERRINERE
Credit risk
weighted amount

20205 20194
6H30H 12H31H

As at As at

30 Jun 2020 31 Dec 2019

SABENAYE

() BEEREE

Contingent liabilities and commitments 1,477,849 1,794,624
(c) Assets pledged

20205 20194

6H30H 12H31H

As at As at

30 Jun 2020 31 Dec 2019

EERZFHEEERBEER
TRFEFRERER

—HE e

BERzZABESE
—H AR

ERIIRIERRANEEMR D ERERERE
RZEE  BEARERE REMNEEEMZ
NEFHNEREE - ZFXHHREFTREFEN
B2 5 (BELBIHE) GTET -

Trading assets and financial
investments pledged to

secure liabilities 6,194,006 4,600,158
— of which: under repurchase
agreements 2,002,686 686,003
Amount of liabilities secured 5,983,401 4,597,103
— of which: under repurchase
agreements 1,987,201 671,153

The table above shows assets where a charge has been granted to
secure liabilities on a legal and contractual basis. These transactions
are conducted under terms that are usual and customary to
collateralized transactions including repurchase agreements, and
include assets pledged to cover short positions and to facilitate
settlement processes with clearing houses.
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25. FAREBBERAE®

(T) BEHEEAE

MARKEZ ARR/EEA - BTIABUEMELE
HEMR AR EW 2 SAERE (AR T

25. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)
(d) Operating lease commitments

Where a Group company is the lessor, the future minimum lease
payments receivable under non-cancellable building operating leases

are as follows:

20204 20194
6H30H 12H31H
As at As at

30 Jun 2020 31 Dec 2019

1E AR
1224
2ZE3F
3E44F
AZBE

o - AEBERERA - ERFIE TIAME
ZHE - R2020F6 A30H © S HEmMESX
2 EN A 5T A491,867,0007% 70 (2019
#12H31H : 427,690,000/ T) °

Within 1 year 15,811 29,202
Between 1 and 2 years 9,162 4,108
Between 2 and 3 years 3,108 201
Between 3 and 4 years 1,617 2,426
Between 4 and 5 years - 508

29,698 36,445

In addition, the Group has, as a lessee, entered into a number of leases
that have not yet commenced. The aggregate lease payments payable
under these leases as at 30 June 2020 amount to HK$491,867,000 (31
December 2019: HK$427,690,000).
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26. EFHBEDH

TEROMARBERBREMREERAOBIHAKL
RPAELDA(ER) 2 RBRPRI B2 EER

26. MATURITY ANALYSIS

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

afEo reporting period to the contractual maturity date or, where applicable,
the earliest callable date.
1ERNE  3EALE
18R EB3EAZMT EE 18)E
HaEE HUT  3months or Over B5% SELE

Repayable Upto lesshut over 3months  Over1 year Over  EIHAEH il
202056 830R At 30 June 2020 on demand 1 month 1 month to1 year to 5 years 5years Indefinite Total
BB Assets
B RERTNES Cash and balances with banks 4108190 9770598 4,665,329 - - - - 18544117
fEEMERERR Placements with banks maturing

BIEeER between one and twelve months - - 298451 3515712 - = - 6,500,283
RIEBERBIES Trading securities - 1365951 4241072 1,672,226 77,01 = - 7,356,540
DATEFSEEREHA  Financlal assets at fair value

Eal i Y through profit or loss - - - - - - 196,032 196,032
TEERTA Derivative financial instruments - 103,902 125,976 139,960 239,897 1,557 - 611,292
FEERRAMER Advances and other accounts 8190247 27,767,156 11,855,650 16,352,327 41,858,663 41,439,325 1,365,508 148,828,876
IATEFSEESEIA  Financial assets at fair value through

E2ERENEHEE  other comprehensive income - 1,40993 5468725 7218874 20821005 9202657 4,051,140 48,162,614
DESNATISHERMEE  Financial assets at amortised cost - 656,879 388,481 3,358,899 10,302,738 6,635,640 13367 21,356,004
BEnTRE Investment in an associate - - - - - - 3841036 3,841,036
AREHEERA Investments in jointly

controlled entities - - - - - - 109,943 109,943
B Gooduil - - - - - - 874,603 874,603
EfEE Intangible assets - - - - - - 80,927 80,927
NEREMETEE Premises and other fixed assets - - - - - - 212831 212283
RENE Investment properties - - - - - - 1166842 1,166,842
Y Current income tax assets - - - - - - - -
EXHAEE Deferred income tax assets - - - - 189,511 - = 189,511
BEAT Total assets 12208437 40914479 29729754 32317998 73489325 57,369,179 13,822,229 259,941,401
& Liabilities
BITER Deposits from banks 698,289 2,903,135 119,544 976,240 - - - 4,697,208
fTEEHTA Derivative financial instruments - 110,802 87,323 113,135 1,057,437 1,579,080 - 2,947,717
HESERENAR Trading liabilties - 697,000 3,181,592 800,287 11,169 - - 4601047
EPREA Deposits from customers 83581622 75085664 17904423 6022776 3586422 - - 187,080,907
BRANENE Certificates of deposit issued - 925,703 401,224 6,959,162 102,129 - - 8,388,218
D Subordinated notes - - - - 3,860,820 - - 3,860,820
HERE Lease liabilties - 15,336 29,027 120,691 79,935 22,942 - 267,931
EfERE RER Other accounts and accruals,

TERERE excluding lease liabilties 121425 7,796,885 627,817 1,500,001 1,281,369 1143633 1465330 13,945,550
PR Current income tax liabities - - - 297,187 - - - 297,187
EEHaaE Deferred income tax liablties - - - 9,512 28,958 - = 38,470
BEA Total liabilities 84,401,336 88435524 22350950 16,808,081 10,008,239 2,745,655 1,465,330 226,215,115
FREMEE Net liquidity gap (72,102,899)  (47,521,045) 7378804 15509917 63,481,086 54,623,524 12,356,899 33,726,286

AT REBEARARF 2020F PHRERS



REEZ 2 T HIRS AR 5 R R M =t
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

26. FHBSH@E 26. MATURITY ANALYSIS (Continued)

1AL SERNE
18R B3EAZUT Ef 1ML

HEEE T 3monthsor Over E5F SEME
Repayable Upto  less but over 3months  Over 1 year Over  EFHEEH £

2019F12A318 At 31 December 2019 on demand 1 month 1 month to 1 year to5 years 5 years Indefinite Total
BE Assets
Re RERTHER Cash and balances with banks 2702507 10287478 5505282 - - - - 18445267
fEEmERERR Placements with banks maturing

SRR between one and twelve months - - 5,326,381 1,006,326 - - - 6,332,707
RIEBERGNES Trading securities - 1,421,589 3,300,172 3,666,192 - - - 8,387,953
IAFEFEAEEHTA  Financial assets at fair value

BRENLREE through profit or loss - 209,681 119,087 - - - 351,963 680,731
TESRTIE Derivative financial instruments - 113,890 165,364 161,405 99,941 37,330 - 577,930
FREFREMEE Advances and other accounts 8286929 24821075 12114520 17414257 39693801 41603952 2,305,458 146,239,992

WATEFSEERE A Financial assets at fair value through
EMAEUENSRERE  othercomprehensive income
PSR ATIENSREE  Financial assets at amortised cost

4,575,692 3,073,933 4819849 19,818,864 9,884,005 3,338,714 45,511,057
1,183,886 1,338,685 2,573,419 6,349,223 4,284,350 13369 15,742,992

BELNARE Investment in an associate - - - - - - 3,888,775 3,888,775
AREHEERE Investments in jointly

controlled entities - - - - - - 96,363 96,363
B Goodwill - - - - - - 874,603 874,603
BIAE Intangible assets - - - - - - 80927 80,927
EREMETEE Premises and other fixed assets - - - - - - 2,169,210 2,169,210
RENE Investment properties - - - - - - 1,166,842 1,166,842
HEpEaE Current income tax assets - - - 1,083 - - - 1,033
ELHEEE Deferred income tax assets - - - - 115,597 - - 115,597
BEA Total assets 10,989,436 42,563,291 30943424 29,642,541 66,077,426 55,809,637 14,286,224 250,311,979
EE Liabilties
FTER Deposits from banks 136,602 1,501,656 - - 826,811 - - 2,465,069
TESRTIE Derivative financial instruments - 86,900 125,357 148847 302,558 429,366 - 1,093,028
BIEEERRMEE Trading liabilties - 183936 2,771,834 895,491 9907 - - 551655
ZEGR Deposits from customers 81,947563 62,759,682 22,700,037 11,129,850 3,570,836 7,329 - 182,115.297
ERINGNE Certificates of deposit issued - 1,183,319 1,039,441 4,059,898 468,167 - - 6,750,825
BB Subordinated notes - - 1,755,635 - 3,754,546 - - 5,510,181
HEak Lease liabilties - 15,109 30,030 125,185 241,792 22,565 - 434,681
EhEERER Other accounts and accruals,

TafEREaRE excluding lease liabiltes M5 5488602 82760 2298590 602825 1221448 1460374 12,082,113
R Current income tax liabilities - 9,567 - 473,821 - - - 483,388
ELHEEE Deferred income tax liabilities - - - - 56,298 - - 56,298
afAs Total liabilties 82,161,679 72,884,161 29,265,094 19,131,682 9,923,740 1,680,708 1,460,374 216,507,438
beyit)fiza Net liquidity gap (11,172,243)  (30,320,870) 1,678,330 10510859 56,153,686  54,128929  12,825850 33,804,541
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27. AV EEZR

AEBERTIIRREEEAFEPAEELS
EE2HEEN 2 RAFEATE

54| A
1 HREENBENIERTISH ZRE

(REHR) - KEHBERZXHH L
MziEmtESRITETA -

2 BREARBMBIEZREI - HtbEE
s B B E & (ANEMR) ki (AEE
REW) AR 2 BUR - A e
REBSIZH (55 DITET
BE4 -

3 BESAERBEIIFRETEE M
SER(TAIBRRZBIE) - ZENE
EAEBABO N ATERE T 2 Eam

KEEES °

BAFEFEZEENRAIE

27. FAIR VALUE HIERARCHY

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

Level Descriptions

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

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

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

Assets and liabilities measured at fair value:

REMATETE Recurring fair value measurements
1R 28R R T a5

202046 H30H At 30 Jun 2020 Level 1 Level 2 Level 3 Total
AR Descriptions
NAFEFEBEE Financial assets at fair value

STAEZHNEREE through profit or loss

BESE S Debt securities - 7,356,540 33,103 7,389,643

EEMES Equity securities 162,929 - - 162,929
PTESRTE Derivative financial instruments

FEEERR Held for trading 8,388 400,496 - 408,884

FH RESE Held for hedging - 202,408 = 202,408
AT EEREZS Financial assets at fair value

SFARAM R EUREER through other comprehensive

CRVEE income

BEEH Debt securities - 44,096,176 - 44,096,176

R MEES Equity securities 3,968,620 15,374 82,444 4,066,438
BAFEECEEARS Total assets measured at fair value 4,139,937 52,070,994 115,547 56,326,478
LARAFERNE B HEH) Financial liabilities at fair value

SABEHSRAE through profit or loss

—RHEEERAR - held for trading

BEEES Debt securities - 4,691,047 = 4,691,047
THEEmI A Derivative financial instruments

HIEEERZ Held for trading 7,430 328,761 = 336,191

FrE AL Held for hedging - 2,611,586 - 2,611,586
BRAVEIEZEBESS Total liabilities measured at

fair value 7,430 7,631,394 - 7,638,824
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27. DVERARMm
BATEFEZEERER  (8)

RERFIBHEE L SREERIF LHERIEE
FREFRE - WEEBEERA AR - &
Hp AR

#H %2020 6 A30H 1L61E A &2019F12 A31H
HFE - fESREAEMNABEBANBHATE
BATNEIMG - REE BB HEM-KE

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 debentures. They are stated at fair value
which approximates the cost.

For the six months ended 30 June 2020 and the year ended 31
December 2019, there were no transfers of financial assets and
liabilities into or out of the Level 3 fair value hierarchy. The changes in

B carrying value represent the revaluation gains/losses.
KENANTERTE Recurring fair value measurements (Continued)
R F Fo4 FE3 aF
201912 H31H At 31 Dec 2019 Level 1 Level 2 Level 3 Total
S Descriptions
NEEFERHED Financial assets at fair value

E+A?E@E@%£mﬁéf§ through profit or loss

BEESH Debt securities 33,034 8,716,721 33,259 8,783,014

RS Equity securities 285,670 - - 285,670
PTESRTA Derivative financial instruments

HEEEAR Held for trading 10,114 457,652 - 467,766

FE REEH Held for hedging - 110,164 - 110,164

AT EFTEEHEEE) Financial assets at fair value

AR MEERER through other comprehensive

TRUEE income

BI5E Debt securities - 42,155,937 - 42,155,937

D MES Equity securities 3,255,923 16,482 82,715 3,355,120
BRAFEFECEESS Total assets measured at fair value 3,584,741 51,456,956 115,974 55,157,671

NFEEFEREHED Financial liabilities at fair value

aﬂ\?é!ﬁﬁﬁ’ﬂﬁmﬁlﬁfa through profit or loss

—HIEEERE ~ held for trading

BEIEE S Debt securities - 5,516,558 - 5,516,558
PTEeMT A Derivative financial instruments

FEEEAR Held for trading - 370,356 - 370,356

5B RELR Held for hedging - 722,672 - 722,672
BAEFEZBES Total liabilities measured at

fair value - 6,609,586 - 6,609,586
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28. HIRETRERBEEEEZWENRE

BRI CEERFRKETHRERA

BEHERER

#HZE6H30H 1-61E A

RECONCILIATION OF OPERATING PROFIT BEFORE

GAINS AND LOSSES ON CERTAIN INVESTMENTS
AND FIXED ASSETS TO NET CASH FLOWS FROM

OPERATING ACTIVITIES

For the six months ended 30 June

=g
Restated
2020 2019
HRETRERBETEE 2 WK Operating profit before gains and losses
BRI 2 EE R A on certain investments and fixed assets 915,901 1,310,747
ElISNON Net interest income (1,872,520) (2,067,057)
% B s Dividend income (60,458) (59,021)
EERERHE Credit impairment losses 365,245 92,747
& Depreciation 183,065 184,642
PARRAE SE T ARR (D 1B B TE SR BN 2 13 Provision for equity-settled share-based
compensation 479 843
TRBR BIUUE < B RiSH F 28 Advances written off net of recoveries (171,529) (128,734)
BUFIE Interest received 3,083,862 3,654,920
BAFE Interest paid (1,447,915)  (1,295,963)
U Dividend received 178,845 139,364
CEEERABEHRI cLERT Operating profit before changes in
operating assets and liabilities 1,174,975 1,832,488
LEEERBEBECEE Changes in operating assets and liabilities:
—REIEBEHAIMEA 2 - money at call and short notice with
A A ETF R an original maturity beyond
three months 712,203 3,183,329
—REEEBEBIEA - placements with banks with an original
FIRITEFR maturity beyond three months (2,117,094) 3,371,683
—FHEEERGNES - trading securities 2,467,479 2,147,580
—TESRMITA - derivative financial instruments 1,821,387 671,439
—UAFE 2 AEEEH ABEN — financial assets at fair value through
SREE profit or loss 484,699 914,050
-BE5FE ~ trade bills 278,841 497,801
~EFER - advances to customers (1,288,278) (3,757,697)
—HiRE - other accounts (2,071,831) (838,814)
—UATEEEEESH A - financial assets at fair value through
HiZEmEnemEE other comprehensive income (2,978,655) (1,214,568)*
— BB AT R 2 A E — financial assets at amortised cost (5,174,636) (3,912,134)*
—RITIFER - deposits from banks 2,232,139 (1,134,974)
—RHEEEREMERE - trading liabilities (825,511) 531,007
—BPEX - deposits from customers 4,965,610 3,427,299
—BIERE - certificates of deposit issued 1,639,715 (399,641)
—HifR B RIER - other accounts and accruals 2,075,724 (2,171,933)
B T Exchange adjustments 181,417 5,977
BEEEBRANRS Cash generated from operating activities 3,578,184 3,152,892
ERBEBETNEREZNE Interest paid on certificates of deposit
issued (80,730) (90,022)
BHEBRIEH Hong Kong profits tax paid (338,520 (459,957
ERUBIMRIA Overseas tax paid (21) -
RERHRARTFR Net cash from operating activities 3,158,913 2,602,913

FFE*

et
B
i 36
e SO
5

28 75 /A A P T {8 42 58 73 3,200,000,000 78
Eﬁaﬁ@lﬂﬁﬁ HE 2019%6ﬂ305¢ﬁﬂ
ﬁﬁw}ﬂﬁ SFE AEEZHHA
IJfl%Ei%Wé&ﬁ%ﬁkzwﬁﬁmi
WAL TESRANE S F5

*

The adjustments were related to correction of classification of certain

investments in financial assets at their purchase dates with a total
carrying value of HK$3.2 billion, from financial assets at fair value through
other comprehensive income to financial assets at amortised cost during
the period ended 30 June 2019. There were no impact on cash generated

from operating activities.
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29. EE/ERE

AEBRBEEBYBRE LR FH(LEEE D
ERENERSE - MEJITHARLEMRTE
BENBZIBREBRRAZRMIESERDA
REGEFERZEZER  HRBITEBRRRE
B2 ERRMERE - NORITEB 2 LERRILE
BRBAMN - MEIMRITEB 2 2 ERRIZER
RO - HMRRE - EREEMRRFER
ENRBEODEEEAER -

REBIAWEB2EFE  EmE&RE - &7
REMERR  AEERLEXBEDATIZ

HOIA -

o BEARTEREREERIBAZPEFR  EE
BFRE RAER  Ex  REEFRNE
RRIRT - R EBROHEIRE R

s  RAEXRTEBEREEIENR BX - 2EA
TRERESHRE  BFFRBLREERP
TERTHEMMEBIERS

s  HMEXBIZEEINNERY  PRAEFRE
EE - MEXARERE  BHFRETELREE
EERECERER -

o BIMRITRBEEAMIORFIAPEZ I
B A RRMZ EARITMEERITESE R
AREBER—HAEPBERY 2 BERIT 2

S o

E\

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:

° 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.

° 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.

° 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.
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29. EEDIERE @)

s  REREBEREAKEZRBRIERESER
BERS c REEMBBUREEL2ENBEAR
K IEF 6% a2 RPN E R BRE — &
IR B E m S AR 7%

o HMBEARTERBENEMZHOBRZE
BRE  SEREMEHES(BRRER
%)

AREIBEREMS - U EERRBLZES D
HZRAEP  EmMRFEEA - $ER2HR
BRADHE: MoBEZRANETERMNETERM
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EREFNDEEZDIE - DERZ RS TKER
FTEZFRRFE=EXZFZRABGHEE - DA
B2 WA MR SR A BRI ES

FBETRNEZ BEMXEHEER BN DIED
B MERAXRXESBFFAX KBRS EE
BRERZERRTEEMDELZERA - DEE
TRWDERER - TR B EEZTDE
EmhXESFIEEEHMAS - AFRERX
2RI EM BT -

29. OPERATING SEGMENT REPORTING (Continued)

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.

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.

AT REBEARARF 2020F PHRERS



REEZ 2 T HIRS AR 5 R R M =t

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

46

29. EE/ERE @)

29. OPERATING SEGMENT REPORTING (Continued)

EZE202066H30H LL61EA For the six months ended 30 June 2020
AR  BERT BMRT  RBRER BER
Personal Commercial ~ Bi¥%#%  Overseas Insurance Hity Inter- st
Banking Banking  Treasury Banking  Business Others  segment Total
FRHEMA/ () Net interest income/(expenses) 806,614 564,334 307,145 243,251 7,303 (56,127) - 1,872,520
FRIBMA/ (it Non-interest income/
(expenses) 494,781 89,338 104,806 54,467 17,172 24,547 (6,537) 878,574
MRRBRZREZLERA/ Total operating income/(loss)
(B#) net of insurance claims 1,301,395 653,672 411,951 297,718 124,475 (31,580) (6,537) 2,751,004
£EXM Operating expenses (811,981)  (254,547)  (88,540)  (246,094)  (67,900) (7,429) 6,537  (1,469,948)
Operating profit/(loss) before
credit impairment losses 489,414 399,125 323,411 51,624 56,575 (39,003) - 1,281,146
Credit impairment losses (224,128) (48,234) (18,329) (73,264) (451) (839) - (365,245)
Operating profit/(loss) after
| credit impairment losses 265,286 350,891 305,082 (21,640) 56,124 (39,842) - 915,901
HEEMETEREY Net loss on disposal of other
FEE fixed assets (2,829) - - (31) - m - (2,867)
HENATFEGFEEE  Netgain on disposal of
EHHAEMREUE  financial assets at fair
MemaE e value through other
comprehensive income - - 11,594 - - - - 11,59
BENRIRE ZBEEE  Impaiment loss on investment
in an associate - - - (200,000) - - - (200,000)
EfMENR £ Share of results of an associate - - - H1,759 - - - 41,759
FERREGER2EE  Share of results of jointly
controlled entities - - - - - 13,580 - 13,580
BEAET/(B8) Profit/{loss) before taxation 262457 350,891 316,676 190,088 56,124 (26,269) - 1,149,967
BRI/ B Taxation (expenses)/credit (43,057)  (58,067)  (52,280) (4,448) (6,243) 2,346 - (161,699)
HHER/ (58) Profit/(loss) for the period 219,400 292,824 264,446 185,640 49,881 (23,923) - 988,268
E2202056A308 1 For the six months ended 30
6{EA June 2020
REREHER Depreciation and amortisation 37,549 7,774 3,533 27,855 3957 102,397 - 183,065
7202067308 As at 30 June 2020
NEEE Segment assets 53,477,062 67,581,580 93,771,649 39,357,075 4,497,434 8,381,345  (7,124,744) 259,941,401
PERE Segment liabilities 112,139,092 44,990,447 25518628 31,594,036 1,859,268 17,238,388  (7,124,744) 226,215,115
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20. EXSEHEF@® 29. OPERATING SEGMENT REPORTING (Continued)
H 2=2019F6 A30H 1-61E A For the six months ended 30 June 2019
EARLT HERT MR RBER EIER
Personal  Commercial ~ EfE%%  Overseas  Insurance o Inter- @t
Banking Banking Treasury Banking Business Others segment Total
FREMA/ (i) Net interest income/(expenses) 869,560 620,672 359,078 248,834 13,200 (44,287) - 2,067,057
FRIBMA/ (it Non-interest income/
(expenses) 477,896 92,784 (40,949) 69,248 103,180 75,402 (6,781) 770,780
MRRBREZLERA  Total operating income net of
insurance claims 1,347,456 713,456 318,129 318,082 116,380 31,115 (6,781) 2,837,837
EEXM Operating expenses (794974)  (253510)  (83810) (251,145 (61,290) 3,605 6,781  (1,434,343)
Operating profit before credit
impairment (losses)/written
back 552,482 459,946 234,319 66,937 55,090 34,720 - 1,403,494
Credit impairment (losses)/
written back (116,498) 36,009 (5,085) (3,484) (1,222) (2,467) - (92,747)
Operating profit after credit
impairment (losses)/written
back 435,984 495,955 229,234 63,453 53,868 32,253 - 1,310,747
HELMETEEY Net (loss)/gain on disposal of
F(E8)/ haE other fixed assets (2,545) - - 2% 12 - - (2,509)
HENATESEEE  Netloss on disposal of
FEFAEM2ENGE  financial assets at fair
NemEE FER value through other
comprehensive income - - (24 - - - - (24)
BENEIRE ZREEE  Impaiment loss on investment
in an associate - - - (70,000) - - - (70,000)
e DR EE Share of results of an associate - - - 410,860 - - - 410,860
FEMMEREHERZEE  Share of results of jointly
controlled entities - - - - - 12,499 - 12,499
BHaEH Profit before taxation 433439 495955 229210 404,337 53,880 44,752 - 1,661,573
REZH Taxation expenses (71,554) (81,758) (37,806) (3,617) (3,772) (1,008) - (199,515)
HRE A Profit for the period 361,885 414,197 191,404 400,720 50,108 43,744 - 1,462,058
EZ22019%6A308 1 For the six months ended 30
6{EA June 2019
WERBHER Depreciation and amortisation 40,258 8,519 3,270 31,927 1,816 98,852 - 184,642
12019412 A31A As at 31 December 2019
NEEE Segment assets 53,809,806 66,154,676 84,671,487 38406836 4,367,675 8315560  (5414,061) 250,311,979
PERE Segment liabilities 108,290,918 44,136,433 19,835,415 30,335,062 1,764,788 17,558,883  (5,414,061) 216,507,438
EBEHER Geographical information

EESBEERDBRERNE@MEIITEFIRER
% BHAEXZRELBERAETHRE T
i - & E 202096 300 It 201946 4301 |t
HAR - BREABSD - WEE BRI E D BERK
10% KA E2 REB 2 AE - B - EERA -
SBRBIRTEF) ©

Geographical segment information is based on the domicile of the legal
entities within the Group with business dealing and relationship with,
and services to external customers. For the six months ended 30 June
2020 and 2019, no single country or geographical segment other than
Hong Kong contributed 10% or more of the Group’s assets, liabilities,
operating income, or profit before taxation.
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30. ERERSREZEIIDN 30. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES
() RIT¥EDEZEFERBBE(UERA (@) Gross advances to customers by industry sector
ZoERUSEARRENBES LS classified according to the usage of loans and analysed
#) by percentage covered by collateral
2020%6 A30H 201912 A31H
As at 30 Jun 2020 As at 31 Dec 2019
BxaE Exms
ZERRRE ZHEAMDRE
ZHEDE 2B
% of gross % of gross
REBER advances REEEH advances
Outstanding covered by  Outstanding covered by
balance collateral balance collateral
ERBERNER Loans for use in Hong Kong
TEsh Industrial, commercial and financial
—MEERE - Property development 5,084,415 62.5 4,700,618 64.6
—MERE - Property investment 16,518,677 94.6 15,972,169 97.0
—SRNE - Financial concerns 6,880,646 4.0 6,057,400 3.0
—RELLRL - Stockbrokers 1,010,334 42.9 1,585,717 28.6
— LM TEE - Wholesale and retail trade 6,341,304 91.3 6,455,795 90.1
— g% - Manufacturing 1,916,351 58.9 1,978,378 59.5
— BB LERRE - Transport and transport equipment 2,598,546 82.2 3,496,770 71.9
—FBEEE) - Recreational activities 99,736 99.9 103,724 99.8
—EABH - Information technology 59,724 77.2 52,976 705
—Hftn - Others 5,733,108 74.0 4,464,895 79.6
46,242,841 7.3 44,868,442 721
EA Individuals
-BEEEAHEE - - Loans for the purchase of flats in
[MAZERERETE IR Home Ownership Scheme,
[fEEHEE] Private Sector Participation
BFER Scheme and Tenants Purchase
Scheme 563,471 100.0 584,349 100.0
-BEEBEEMEER - Loans for the purchase of other
residential properties 30,712,053 100.0 29,864,112 100.0
—ERRER - Credit card advances 3,644,439 - 3,761,021 -
—Hft — Others 12,906,132 50.5 13,196,910 52.8
47,826,095 79.0 47,406,392 78.9
EEBFERNER Loans for use in Hong Kong 94,068,936 75.2 92,274,834 75.6
B omA (7)) Trade finance (Note (1)) 8,701,810 59.5 8,815,573 62.9
EEBUIMERMNER(EQ)  Loans for use outside Hong Kong
(Note (2)) 35,464,205 61.3 35,856,366 66.0
138,234,951 70.7 136,946,773 72.3
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RITEEBAIMERRERIET -

@ TEEEMIMERNERIBERTEEZFER
BEAIMERZ B

30.

(GY]

Note:

ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

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$247,855,000 (31 December 2019: HK$294,310,000) 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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30. EEREREZBEITH @

(B) BRITEPBEZEFERABE(UERHA
EPERUSZERARRENE LD
) @

FHl AT SERRTEEFRETE10% A 71T

¥ HBELNREERE  AHERE - BRI &

P& B 1 MBS ER 2B BN T

30. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(@ 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, overdue loans, Stage 3, and
Stage 1 and Stage 2 impairment allowances are as follows:

ENHE BB R
RHARE 129
HEEN BiB3MEA PR3 HEER
REE (P& £x3) Gross HEEE Stage 1 and
&en Impaired advances Stage 3 Stage 2
Outstanding loans overdue for impairment impairment
2020568300 As at 30 Jun 2020 balance (Stage 3)  over 3 months allowances allowances
EEBEANER Loans for use in Hong Kong
TEeH Industrial, commercial and financial
—ERE - Property investment 16,518,677 49,289 43,387 3,773 89,642
fAA Individuals
—-BEHMEEMEET - Loans for the purchase of other
residential properties 30,712,053 69,804 51,450 10,763 31,472
EEBMIMEARNER Loans for use outside Hong Kong 35,464,205 456,548 448,423 199,542 133,341
X PR %
BEAER PR B2
REER fBiE3MEA PEER3 BELER
REE (BEr3) Gross BEER Stage 1 and
a3 Impaired advances Stage 3 Stage 2
Outstanding loans overdue for impairment impairment
2019412 A431H As at 31 Dec 2019 balance (Stage 3)  over 3 months allowances allowances
EEBERNER Loans for use in Hong Kong
Trem Industrial, commercial and financial
-MERE - Property investment 15,972,169 45,985 44,910 4,721 79,461
A Individuals
~BEEMEEMEET - Loans for the purchase of other
residential properties 29,864,112 44,204 33,772 7,537 21,934
ERBIMERKER  Loans for use outside Hong Kong 35,856,366 256,544 373,852 129,588 131,693
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(2) BB AEEKNERE

REFEEERBGERITEKE)RAD - LA THF
BRAEEBNRBZOMH2REESERY P
BIRPE TS R MA P FAF 2 FERITRRZH TR
AIREEREFREREENDE - HhRBEKRH
RITREAMIRITIHE A RR T 2§ B KR 7%
HEREE

30. 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 bank only.

BESERA EEEERH
HEhE fEhEE
On-balance Off-balance BERE
sheet sheet Total
202046 830H As at 30 June 2020 exposure exposure exposures
1 RREST - RRBHES OEE R 1. Central government, central government-owned entities
HiBARNaERR([aERA]]) and their subsidiaries and joint ventures (“JVs”) 9,745,738 119,527 9,865,265
2 M ET - B TEGEER 2. Local governments, local government-owned entities
HEBARAMAE AR and their subsidiaries and JVs 1,283,239 276,480 1,559,719
3. BEEREN s BIRSETHENM 3. PRC nationals residing in Mainland China or other
L E AL R B AR entities incorporated in Mainland China and their
AERT subsidiaries and JVs 13,852,168 1,366,430 15,218,598
4 REEFRE-B2R 7R RIEFFH 4. Other entities of central government not reported
Hittsts in item 1 above 2,727,239 41,565 2,768,804
5. REEME_B2R MBI 5. Other entities of local governments not reported
Hebigts in item 2 above 1,228,297 283,752 1,512,049
6. BEEPENANZ BREEF 6. PRC nationals residing outside Mainland China or
P AINR L IR - T35 R entities incorporated outside Mainland China where
BERR BN the credits are granted for use in Mainland China 12,280,914 468,396 12,749,810
7. AR HETF - EREHREES 7. Other counterparties where the exposures are
AR TERFPRSRE considered to be non-bank Mainland China exposures 1,162,015 - 1,162,015
42,279,610 2,556,650 44,836,260
RERIT R E AR TIE A F Total assets of DSB and its Mainland subsidiary bank
JHGBEEE  EEA after provision 236,281,063
BEBEBRANBEEEEATHENL  On-balance sheet exposures as percentage of total assets 17.89%
G Note:

b 2RSpEeREFEREENEMHERPREZS
e

The balances of exposures reported above include gross advances and other
balances of claims on the customers.
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EXPOSURES (Continued)
(Z) HHhBREEBNERE@® (b) Mainland activities exposures (Continued)
BEBERA  BEBERI
HOEAEE HIBAEE
On-balance Off-balance BT
sheet sheet Total
2019F12A31H As at 31 December 2019 exposure exposure exposures
1. RREST - PREFTHEBOMER 1. Central government, central government-owned entities
HEWBARMEE AR and their subsidiaries and JVs 10,376,553 501,429 10,877,982
2 MHEE A TFEAAKER 2. Local governments, local government-owned entities
HBRAEHEERA and their subsidiaries and JVs 1,075,406 323,331 1,398,737
3. BREETEAEREETEAM 3. PRC nationals residing in Mainland China or other
R A ELH R R LR A R entities incorporated in Mainland China and their
AEATH subsidiaries and JVs 13,873,770 1,310,785 15,184,555
4 REBEELNE-B2F2FRBMA 4. Other entities of central government not reported
Hitigts in item 1 above 2,397,774 49,34 2,447,115
5 KA LME AR M T 5. Other entities of local governments not reported
HAs in item 2 above 1,039,800 290,552 1,330,352
6. BEEAEFERMAIN BRI 6. PRC nationals residing outside Mainland China or
P BAINGR L BIHERE - T e 0 entities incorporated outside Mainland China where
B EA R the credits are granted for use in Mainland China 11,912,699 405,440 12,318,139
7. Kt R 5HF - EAEHRREL S 7. Other counterparties where the exposures are
REFBITERFPNHE considered to be non-bank Mainland China exposures 1,329,873 - 1,329,873
42,005,875 2,880,878 44,886,753
AT REAMRITIHB AT Total assets of DSB and its Mainland subsidiary bank
ZMBREER  EERR after provision 224,615,205
BEABRANBELEEATBAE  On-balance sheet exposures as percentage of total assets 18.70%
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(RA) REEASM 2B FERAERBHMER

BEFEFZBREOMIRECEERBREBRRZ
RGHEFRAEMBDE - —RMEF * EEROER
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BT o
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30. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(c) Analysis of gross advances to customers and overdue
loans by geographical area

Advances to customers by geographical area are classified according
to the location of the counterparties after taking into account the
transfer of risk. In general, risk transfer applies when an advance is
guaranteed by a party located in an area which is different from that of
the counterparty.

The following table analyses gross advances to customers, impaired
advances to customers (Stage 3), overdue advances to customers,
Stage 3, and Stage 1 and Stage 2 impairment allowances by
geographical area.

BRI
HERFEX g2
(P ER3) bkt PR3 HEER
EFENEE Impaired EFEXR REER Stage 1 and
Gross advances to Overdue Stage 3 Stage 2
advances to customers advances to impairment impairment
202056H30A As at 30 June 2020 customers (Stage 3) customers allowances allowances
5 Hong Kong 116,183,769 1,079,098 580,093 393,528 609,126
e China 6,596,783 62,662 62,662 16,742 42,585
b Macau 14,039,137 266,294 266,294 89,687 13,606
Hity Others 1,415,262 2,336 5,274 995 5,987
138,234,951 1,410,390 914,323 500,952 671,304
P81 &

b EL.
HEEFER e
(:53) 03 BiE3 REEE
FFHHEE impaired EFHEH mEgy  Stgeland
Gross advances to Overdue Stage 3 Stage 2
advances to customers advances to impairment impairment
2019F12A31H As at 31 December 2019 customers (Stage 3) customers allowances allowances
&5 Hong Kong 113,233,394 933,795 500,123 355,400 548,920
e China 7,940,270 64,274 64,274 11,496 50,993
il Macau 14,800,379 46,036 177,735 13,308 22,908
Hih Others 972,730 5,121 7,549 993 4,568
136,946,773 1,049,226 749,681 381,197 627,389
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30. EEREREZBEITH @

(T) EIFR{ERE

BRERENZEEEBRARNERR  RIEXS
HFNMELMEREE ML 5 H FREEEHN
B> —RME  EXZEFNEEREHETR
BRONZ—TER  KETEEL —BRITHE
1T MERBRERTRNBER 1 &%A
BERA—EREEES —BR - L5 REMRA
ZEBERRE - RBEBKBEREEEE10%A
EZRIETIEHIE -

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.
FRITTARE
Non-bank private sector
FERAT
SRME Fem
Non-bank FARE
2020%6H308 At 30 June 2020 17 BEAHE financial  Non-financial EELAE
BEER In millions of HK$ Banks  Official sector institutions  private sector Total claims
BEEPL Offshore centres 6,471 18,593 11,301 140,660 177,025
—Hr: FE - of which: Hong Kong 5,320 16,523 11,300 124,337 157,480
EEPIAR Developing Asia and Pacific 30,685 1,064 668 16,164 48,581
—H - of which: Mainland China 21,655 900 318 12,785 35,658
JERITRARE
Non-bank private sector
IERIT
BRI FeR
Non-bank FLAREE
2019124318 At 31 December 2019 i VL financial  Non-financial {EREBE
BEATL In millions of HK$ Banks  Official sector institutions ~ private sector Total claims
BEEFL Offshore centres 5,309 19,518 10,501 135,768 171,096
—Hh E&B - of which: Hong Kong 4,560 17,167 10,500 119,445 151,672
BEPOAR Developing Asia and Pacific 28,110 1,377 877 16,492 46,856
—Hi - of which: Mainland China 20,533 1,297 524 13,277 35,631
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31.

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
2020, there were no significant changes in the balances of these
credit facilities and deposits compared to the positions at 31
December 2019.

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 2020.
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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.
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32. RISK MANAGEMENT (Continued)

A.

Banking Group (Continued)

The other risk management aspects are disclosed below.

(@) 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 the Group Risk Division (“GRD”) and
different functional committees.

(o) 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.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(b) Group Risk function (Continued)

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.

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.

(c) 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.

(d) 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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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(d) 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.

(e) Creditrisk

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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32. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

(e) 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.

(i) Credit risk exposures

Standard & Poor’s, Moody’s and Fitch are the external
credit assessment institutions (“ECAIls”) 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.

(ii)  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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32. EREE@ 32. RISK MANAGEMENT (Continued)

R, KER{TZ®@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)
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(i)  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 2019: 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.

(iii)  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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32. EREE@ 32. RISK MANAGEMENT (Continued)

R, KER{TZ@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)
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(iv) Expected credit loss measurement

The basic methodologies of the Group for measuring and
assessing impairment and impairment allowances required
for ECL of its credit exposures remain as those set out
in Note 3.2.2 of the Group’s annual audited financial
statements for the year ended 31 December 2019. To
recap, ECL is measured on either a 12-month or lifetime
basis depending on whether a significant increase in
credit risk has occurred since initial recognition or whether
an asset is considered to be credit-impaired. ECL is the
discounted product of the probability of default (“PD”),
exposures at default, and loss given default.

In the six months to 30 June 2020, the COVID-19 pandemic
had led to rapid deterioration in business conditions and
unprecedented economic uncertainty globally and a higher
difficulty in determining ECL calculations, which require
the consideration of various forward-looking economic
parameters and forecasts, and the likely evolution of credit
risk and default. Against this background, the Group
undertook additional assessment and risk management
procedures in the measurement of ECL for the first half of
2020 as discussed below.

Estimation of PDs for the ECL models

Noting that the PDs derived statistically from the
Group’s ECL models have become excessively
volatile as a result of the abrupt movement in some
of the macroeconomic forecasts used for generating
those estimates, the Group has taken a longer term
perspective in estimating PD for the upcoming years
for selected segments of the credit portfolio. The
resultant estimates of required ECL allowances are
compared with the results of credit portfolio review
and scenario analyses, and with due regard to the
impact of COVID-19 on different industries and the
mitigating effects of the relief measures offered by
the Hong Kong Government and the Group.
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32. RISK MANAGEMENT (Continued)

A.

Banking Group (Continued)

(e)

Credit risk (Continued)

(iv)

Expected credit loss measurement (Continued)
Ongoing risk management procedures

In addition, the Group increased the frequency of
review of loan accounts in the early warning list and
carried out proactive and ongoing identification of
industries and economic sectors severely affected
by COVID-19 or the general economic downturn.
The Group continued its review on loan portfolios
with higher potential risk of default.

Forward-looking information incorporated in the
ECL models

The forward-looking assumptions shown below
have been updated to reflect the market conditions
as at 30 June 2020 and the Group’s forecast. The
probability weightings assigned to each economic
scenario, “base”, “good” and “bad” as at 30 June
2020 and 31 December 2019, were 70%, 10% and

20% respectively.

The Group expects the impact of the COVID-19
pandemic to cause a major setback to the Hong
Kong economy in 2020, although a potential rebound
in the economy in 2021 is currently anticipated.
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32. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

(e) Credit risk (Continued)

(iv)

Expected credit loss measurement (Continued)

Forward-looking information incorporated in the
ECL models (Continued)

Economic variable assumptions

Significant period-end economic variable
assumptions used for the ECL estimates are set out

below:

54 Hf

RINEF 9%
Average of 1 HAATHE
5-Year One-Year
7202056 H30H As at 30 June 2020 Forward-Looking Forward-Looking
HETHEEBEERE  Hong Kong GDP Growth Rate (%) g Base 1.8% -0.9%
(Bt Rif Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BERATEMEBIRIEE Hong Kong Residential Property ~ ZH Base 5.6% 2.5%
2y (ESL) Price Index Change (%) R4F Good 121% 11.1%
TR Bad -15.5% -32.5%
BAKREER(BHL) Hong Kong Unemployment A Base 3.9% 5.1%*
Rate (%) RiF Good 3.1% 3.1%*
TR Bad 6.0% 5.9%*
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These one-year forward-looking rates represent
forecast average rates for one year.
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32. ABEEm 32. RISK MANAGEMENT (Continued)
B. £BE#fTZ® A. Banking Group (Continued)
(R) EERE @ () Credit risk (Continued)
(ivy FEHEEEETE® (iv) Expected credit loss measurement (Continued)
MATEHEEERER Z5E Forward-looking information incorporated in the
HE R (®) ECL models (Continued)
AOEEE RE4E) Economic variable assumptions (Continued)
5 H]
ATRE 98
Average of 1EFEARTHE
5-Year One-Year
#K2019F12A831H As at 31 December 2019 Forward-Looking  Forward-Looking
EBRAEAELRE  Hong Kong GDP Growth Rate (%) %H Base 1.6% -1.3%
(BHtL) R&F Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BEREEYHEBEBER Hong Kong Residential Property ~ EH# Base 4.3% 1.2%
2y (astt) Price Index Change (%) Rif Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BEARER(BHEL) Hong Kong Unemployment E Base 3.5% 3.6%"
Rate (%) Rif Good 3.1% 3.1%*
TR Bad 6.0% 5.9%"*
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32. ABEEm 32. RISK MANAGEMENT (Continued)
R, KER{TZ®@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)

(ivy FEHEEEBETE@® (ivy Expected credit loss measurement (Continued)
MATAEREESEER ZAE Forward-looking information incorporated in the
HER (@) ECL models (Continued)

BRI T Sensitivity analysis
LT REEBEREENEH Set out below are the changes to the ECL that would
FHBRPNERBEMEL result from reasonably possible change in these
BELS2HMAEM LB parameters from the actual assumptions used in the
TBHEEEEEE A Group’s economic variable assumptions:
BHEEBENTE
ECL Impact
Z2E£ %
7202056 H30H As at 30 June 2020 Retail Corporate
KEX Unemployment rates +1% 33,487 40,172
-1% -6,364 -31,542
EEBEERE GDP growth rates +0.5% -1,899 -17,526
-0.5% 1,943 18,998
Y EIRTEEL Property price indexes +5% -2,363 -25,539
-5% 2,942 30,112
TEHEEEENTE
ECL Impact
=5 g1aE S
#2019 12A831H As at 31 December 2019 Retail Corporate
KER Unemployment rates +1% 12,580 128,952
-1% -1,106 -65,802
FEREERE GDP growth rates +0.5% -2,209 -15,239
-0.5% 2,244 16,559
Y EBIRIEEL Property price indexes +5% -284 -22,035
-5% 450 23,089
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32. EMEE @ 32. RISK MANAGEMENT (Continued)

B, SELRTR@® A. Banking Group (Continued)
(k) EERRK @ (e) Credit risk (Continued)
(ivy FEHIfEEEIEFTE @) (iv) Expected credit loss measurement (Continued)
SRIAENGEERBZIN Analysis of credit risk exposure of financial
instruments
T eMEENEDE && The gross carrying/notional amount of financial

SREBEN I AEBZES
BREEZ&ESEERR

assets below shown also represents the Group’s
maximum exposure to credit risk on these assets.

BIEREFGAIEHBEE

Financial assets subject to impairment

20206 A30H At 30 June 2020
REE/ 4528
Gross carrying/notional amount BHES
BREE  OREENT ERER

i Special  Sub-standard &3t ECL b
Pass mention or below Total allowance Net
RITHERRER Balance and placements with banks 25,054,874 - - 25,054,874 10,524 25,044,350
81 ~Stage 1 25,054,874 - - 25054874 10524 25044350
—FE2 - Stage 2 - - - - - -
—[E3 - Stage 3 - - - - - -

DATERE BEREEA Debt instruments at fair value through other
Eth2ARENEBIA comprehensive income 42,566,009 - - 42,566,009 31,822 42,534,187
—REEH - Stage 1 42,566,009 - - 42,566,009 31,822 42,534,187
. Y - Stage 2 - - - - - -
—[E3 - Stage 3 - - - - - -
DB RS RMER TR Debt instruments at amortised cost 21,376,332 - - 21,376,332 20,328 21,356,004
—B&en - Stage 1 21,376,332 - - 21,376,332 20,328 21,356,004
—Fg2 - Stage 2 - - - - - -
—-E&3 - Stage 3 - - - - - -
RPER Advances to customers 135,866,803 957,758 1,410,390 138,234,951 1,172,256 137,062,695
—FEE - Stage 1 128,563,851 - - 128,563,851 503,033 128,060,818
V) - Stage 2 7,302,952 957,758 - 8,260,710 168,271 8,092,439
-FRE3 - Stage 3 - - 1,410,390 1,410,390 500,952 909,438
B5ER Trade bills 3,107,128 - 7,894 3,115,022 3,278 3,111,744
~[EE1 - Stage 1 3,082,687 - - 3,082,687 3,251 3,079,436
) - Stage 2 24,441 - - 24,441 27 24,414
—[BE3 - Stage 3 - - 7,894 7,894 - 7,894
FERFI S R E M ER B Accrued interest and other accounts 8,365,259 5715 71,788 8,442,762 38,667 8,404,095
& - Stage 1 8,348,814 - - 8,348,814 12,340 8,336,474
-Re2 - Stage 2 16,445 5,715 - 22,160 728 21,432
—[BE3 - Stage 3 - - 71,788 71,788 25,599 46,189

EFAERBBER Loan commitments and financial

guarantees 79,777,192 88,556 12 79,865,760 149,839 79,715,921
81 - Stage 1 77,584,210 - - 77,584,210 143989 77,440,221
V) - Stage 2 2,192,982 88,556 - 2,281,538 5,850 2,275,688
-3 - Stage 3 - - 12 12 - 12
= Total 316,113,597 1,052,029 1,490,084 318,655,710 1,426,714 317,228,996
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32. EREEm 32. RISK MANAGEMENT (continued)
B, SELRTR@® A. Banking Group (Continued)
(R) EERE @ () Credit risk (Continued)
(ivy FEHEEBAITE@m (ivy Expected credit loss measurement (Continued)
LRI ANEERRZ 2 (@) Analysis of credit risk exposure of financial

instruments (Continued)

BIERHEFT G )% 5 &2 (4) Financial assets subject to impairment (Continued)
201912 A31H At 31 December 2019
BHE/ 2558
Gross carrying/notional amount S
BREE BT BEEE
I Special  Sub-standard At ECL FE
Pass mention or below Total allowance Net
BITRESRRERN Balance and placements with banks 24,781,299 - - 24,781,299 3325 24777974
- - Stage 1 24,781,299 - - 24,781,299 3,325 24,777,974
—[E2 - Stage 2 - - - - - -
—[E3 - Stage 3 - - - - - -
IATEE BEZEEA Debt instruments at fair value through other
A2 ES A comprehensive income 41,353,504 - - 41,353,504 27397 41,326,107
- - Stage 1 41,353,504 - - 41,353,504 27,397 41,326,107
—Kg2 - Stage 2 - - - - - -
—FE3 - Stage 3 - - - - - -
DS ARSI RN ER LA Debt instruments at amortised cost 15,754,600 - - 15,754,600 11,608 15,742,992
—BEBA - Stage 1 15,754,600 - - 15,754,600 11,608 15,742,992
Y - Stage 2 - - - - - -
—FE&3 - Stage 3 - - - - - -
REEHR Advances to customers 134,883,394 1,014,153 1,049,226 136,946,773 1,008,586 135,938,187
3 - Stage 1 129,023,721 - - 129,023,721 474,635 128,549,086
V) - Stage 2 5,859,673 1,014,153 - 6,873,826 152,754 6,721,072
~FRE3 - Stage 3 - - 1,049,226 1,049,226 381,197 668,029
Z5ER Trade bills 3,381,956 - 11,907 3,393,863 1,989 3,391,874
~FEE - Stage 1 3,356,669 - - 3,356,669 1,982 3,354,687
—f&RR2 - Stage 2 25,287 - - 25,087 7 25,280
283 - Stage 3 - - 11,907 11,907 - 11,907
JEATHI S REhERE Accrued interest and other accounts 6,449,145 4,118 72,168 6,525,431 32,542 6,492,889
—RE - Stage 1 6,438,347 - - 6,438,347 10,026 6,428,321
-Re2 - Stage 2 10,798 4,118 - 14,916 598 14,318
—R&E3 - Stage 3 - - 72,168 72,168 21,918 50,250
BRERIBER Loan commitments and financial quarantees 81,210,407 23,846 10931 81245184 148642 81,096,542
—~REE - Stage 1 78,548,873 - - 78,548,873 140,087 78,408,786
—-R&Er2 - Stage 2 2,661,534 23,846 - 2,685,380 8,555 2,676,825
—BEER3 - Stage 3 - - 10,931 10,931 - 10,931
=l Total 307,814,305 1,042,117 1,144,232 310,000,654 1,234,089 308,766,565
ERBELMBERE - 2R For the purpose of this disclosure, notional amount
WAFEFEBEHEEHT AL of debt instruments at FVOCI and the associated
HEmREmNEFTAZEE ECL allowance maintained in investment revaluation
CHEMNEESHERTAE reserve are presented.

RN TR EEERER -
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32.

RISK MANAGEMENT (continued)
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.
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32. EREE @ 32. RISK MANAGEMENT (Continued)
B. £BE#fTZ® A. Banking Group (Continued)
(2) miEmkE@m () Market risk (Continued)
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(i) Market risk arising from the trading book

The following descriptions relate to DSB, BCM and DSB
China.

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

(1)  Market risk measurement technique

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

o 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.
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32. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

()  Market risk (Continued)

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

M

Market risk measurement technique (Continued)

° Value at risk (Continued)

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.

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 2020 was HK$2,672,000 (year ended
31 December 2019: HK$3,280,000).

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. EREERm@m 32. RISK MANAGEMENT (Continued)
R, KER{TZ®@ A. Banking Group (Continued)
(2) mERkE@® ()  Market risk (Continued)

() REEEERZTEER@®E
(2 EBEBSERZREGZTS

i)

Market risk arising from the trading book (Continued)

(20 VaR summary of trading portfolio

RBEEHRE

B E2020566 300 1L Zz61@A HZ=2019F12A31H 12 1218A

6 months to 30 Jun 2020 12 months to 31 Dec 2019
15 53] B®IK 5 =®E =K
Average High Low Average High Low
SNERBR  Foreign exchange risk 2,246 3,529 1,098 2,666 3,462 1,106
A2 & e Interest rate risk 1,338 2,311 719 1,525 2,650 522
2@ Allrisks 2,672 3,916 1,678 3,280 4,502 2,071
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(i)

Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly

associated with positions in debt and equity securities.

(1)  Market risk measurement technique

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

VaR methodology is not used to measure and control
the market risk of the banking book.
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32. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

()  Market risk (Continued)

(i)

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.

(3) 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 revised Supervisory Policy
Manual (“SPM”) on Interest Rate Risk in the Banking
Book. 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
(“ALCO”) 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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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(g) 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 standards and to ensure
that there is an adequate liquidity and funding capacity to meet
normal business operations and to withstand severe liquidity
stresses. 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 on
the Group’s liquidity position. During the period, the Group
had maintained 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.

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 Group Risk Division 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.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(g) Liquidity risk (Continued)

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.

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

A. Banking Group (Continued)

(g) Liquidity risk (Continued)

20206 A 30H 2019F12H31H

As at As at
30 June 2020 31 December 2019
(B8#R) (B8%T)

(In HK$ million) (In HK$ million)

EAE RECEBHENZEZOBN - ZRERRT  ARERAGR LS EURT 16,553 16,697

FHERZBAREERO%HNBERES

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

F2AR RECERHBEMPELENHT - ZBERRT  REEURFSRERHT 7,335 6,468

FERZEREERH0%NEEES

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

£2B# ELARRASHNFBRNRDEEESL TR EE ] 36,274 31,715
HEEREREBETIER EMEERS
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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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 maintains
a contingency plan that sets out its 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.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(h) Operational risk

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

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

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.

(i) 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.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
() 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.

(k) Compliance with the Basel Ill Capital Standards

The Basel Ill capital rules set out the minimum Common Equity
Tier 1 capital, Tier 1 capital and Total capital ratios at 4.5%, 6%
and 8% respectively.

The Banking (Capital) (Amendment) Rules 2014 came into effect
on 1 January 2015 to implement the Basel Il capital buffer
requirements in Hong Kong. The requirements were phased-in
from 2016 to 2019, in line with the Basel phase-in arrangements,
and reached full implementation in 2019. At 30 June 2020,
the capital buffers applicable to the DSB include the Capital
Conservation Buffer (“CCB”) and the Countercyclical Capital
Buffer (“CCyB”). The CCB is designed to ensure banks build up
capital outside periods of stress at 2.5%. The CCyB is set on an
individual country basis and is built up during periods of excess
credit growth to protect against future losses. On 16 March
2020, the HKMA reduced the CCyB for Hong Kong to 1.0% from
2.0% with immediate effect.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)

(k) Compliance with the Basel Ill Capital Standards

(Continued)

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 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. In addition, the HKMA
has established the framework on loss-absorbing capacity
requirements under the Financial Institutions (Resolution) (Loss-
absorbing Capacity Requirements — Banking Sector) Rules which
became effective since December 2018. 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, D-SIB nor a resolution entity and therefore not subject
to further capital surcharge.

During the period, the Group has complied with all of the
externally imposed capital requirements set by the HKMA.

AT REBEARARF 2020F PHRERS



REEZ 2 T HIRS AR 5 R R M =t

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

80

32. BREEm@m
. KEETZ®@
(B) sREEREBEZATE

AFEXRNEAREFSAARRAEES
BENBEERSIERIEF ZIRFIHER - B
ZEREMENRERREZESEEESRT
AZBERF - HEHRREE KR
B EEAERMEER R AEEN (AER ) B
SOAETT - MEEARTIERRE - BRA

FEFERIZZ TR -

ERMTAZAFEIDERAMSERL TS
SEENFBAETZAEFZSTHEERE
PPRER SRS B BTSN 2 BIR - Timak(B

RAEE A BEAERGETAMG -

REMTAZHERFATHHIHM - X
2 BN TTEAR  EERBIEE
WM - AREIERAETSMEZ SR
TH - WERMS < RE/RNFERHKKA
FZEE  WEARFERRER - MeiE
EXTRABEEEABRELE  AKEH
RABEEZETEZSBERN TRERKRAF

a7 @ -

MERTAZABETEREREERKE
% AEENREELERZRAZGET
EEEREERTAZAYE  BFERES
ENBEETEERL RERZSSR
TEZHETEN  ARERFAREER
MHERESKE (DI : FX - EX R
BRIREERTAH
SRE - PIINN R HEA 02 A HERAE
MARKB SR BREAE - BHINEAHNZ
R E-RIRBERITERERE - MR
BRZAHERRAEZ EERAGFE - 1

- EFERE)

Black-Scholesf&#! o

32.

RISK MANAGEMENT (continued)
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 techniques for these financial instruments, the Group
maximises the use of relevant observable inputs (for examples,
interest rates, foreign exchange rates, volatilities, credit spreads)
and minimises the use of unobservable inputs. For example,
the fair value of interest-rate swaps is calculated as the present
value of the estimated future cash flows, the fair value of foreign
exchange forward contracts is generally based on current
forward rates and the fair value of option contracts is derived
using appropriate pricing models, such as Black-Scholes model.
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32.

RISK MANAGEMENT (continued)
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.

(m) Capital management

The Group’s objectives when managing capital are:
. To comply with the capital requirements set by the banking
and insurance regulators in the markets where the entities

within the Group operate;

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

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

° To maintain a strong capital base to support the
development of its business.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(m) Capital management (Continued)

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

As Basel lll has become effective from January 2013 in Hong
Kong, DSB is required to meet three capital ratios, namely, the
Common Equity Tier 1 capital, Tier 1 capital and Total capital
respectively against risk-weighted assets. The internationally
agreed minimum of these three ratios starting from 1 January
2015 are set at 4.5%, 6.0% and 8.0% respectively and are
adopted by the HKMA. In order to comply with HKMA’s
requirements as stated in the SPM CA-G-5 on “Supervisory
Review Process”, DSB is required to set further buffers, to
reflect material risks not included in the minimum regulatory
capital calculation, arising from regulator’s requirements, internal
assessment of risks and the results of stress tests under the
Pillar II capital requirement. In addition, DSB is required to fulfil
the capital conservation buffer and countercyclical capital buffer
requirements set by the HKMA. 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.
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32.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(m) Capital management (Continued)

The principal forms of capital included in the balances on the
consolidated balance sheet are share capital, retained profits,
other equity instruments and other reserves. Capital also
includes collective provisions and regulatory reserve for general
banking risks as allowed under the Banking (Capital) Rules.

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.

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.

(n) Fiduciary activities

The Group provides custody, trustee, wealth management
and advisory services to third parties, which involve the Group
making allocation and purchase and sale decisions in relation
to a variety of financial instruments. Those assets that are held
in a fiduciary capacity are not included in the Group’s financial
statements. These services could give rise to the risk that the
Group could be accused of mal-administration.
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32. RISK MANAGEMENT (Continued)
A. Banking Group (Continued)
(o) 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.

B. 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.

(b) 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.
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32.

C.

RISK MANAGEMENT (continued)

Insurance Group (Continued)
(c) 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.

(d) Business risk

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.

(e) 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 to comply 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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HIGHLIGHTS

Economic conditions in the first half of 2020 were the worst
in many years. In the first and second quarters of 2020,
Hong Kong real GDP contracted sharply by 9.1% and
9.0% respectively from the previous year. These quarterly
contractions are the steepest on record. Exports of both
goods and services plummeted. Domestic demand also
weakened markedly, reflecting the serious disruptions
caused by the outbreak of COVID-19 and subdued
business sentiment. The Hong Kong Government’s
forecast for real GDP growth for 2020 as a whole has been
revised downwards to -6% to -8%, as announced by the
Government on 14 August, after taking into account the
cushioning effects of the extensive relief measures rolled
out by the Government. Mainland economic growth also
slowed substantially to 3.2% in the second quarter, though
this was much better than the slump in the first quarter
with a 6.8% contraction, the first quarterly GDP decline
in China for decades. Hong Kong’s forecast rates of
underlying and headline consumer price inflation for 2020 as
a whole have been revised downwards to 1.8% and 0.8%
respectively. The labour market continued to deteriorate
in the second quarter of 2020, but stabilized somewhat in
May and June. The launch by the Hong Kong Government
of the Employment Support Scheme also helped counter
the headwinds affecting the labour market. The seasonally
adjusted unemployment rate increased by 0.3 percentage
point from March — May 2020 to 6.2% in April — June, the
highest in more than 15 years.

After substantial falls in the first quarter of the year, financial
markets globally stabilized in the second quarter, with US
markets in particular staging a strong recovery. Interest rates
have reduced substantially, with the Federal Reserve having
cut the Fed Fund rate by 1.50% in March. Hong Kong rates,
whilst generally moving lower, have been volatile, with
HIBOR trading above LIBOR during the first half of the year,
although with the gap in interest rates narrowing towards
the mid-year.
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HIGHLIGHTS (Continued)

Under these extremely difficult economic conditions,
our profit attributable to shareholders fell by 33.1% to
HK$745 million, driven by a significantly lower performance
from our Banking Group, and more stable results from our
insurance and investment activities during the period.

For the first half of the year, a dividend of HK$0.27 per share
was declared.

The Banking Group reported a fall in profit attributable to
shareholders of 30.2%, mainly caused by higher impairment
charges on both loans and on our investment in Bank of
Chongging. Underlying business performance weakened,
both due to weaker credit performance, and due to a
squeeze in net interest margin, with funding costs reduced
more slowly than asset yields.

BUSINESS AND FINANCIAL REVIEW

The performance of our banking business in the first half of
the year was weaker than last year. Net interest income was
materially lower. Net fee and commission income was flat,
and trading income was significantly higher, mainly due to
funding swap gains with higher Hong Kong dollar rates than
US dollar rates in the first half of the year. The reduction in
net interest income of around 9% was due mainly to funding
costs reducing more slowly than asset yields as market
interest rates dropped rapidly in the first half of the year,
leading to a contraction in net interest margin of 24bps to
1.66% compared with 1.90% in the first half of 2019. Asset
growth was modest, with small increases in the loan book
and the securities investment portfolio. However, the benefit
from volume growth was not sufficient to offset the decline
in net interest margin.

Flat net fee and commission income for the period was
encouraging amidst very difficult market conditions. Wealth
management, including our broking business, and foreign
exchange income, performed well. Growth in operating
expenses was modest at 1.5%. Technology remains a major
area of investment, and our work in improving our mobile
and digital channels was of benefit during the first half due
to lower customer mobility amidst the COVID-19 situation.
Staff numbers remained relatively stable.
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BUSINESS AND FINANCIAL REVIEW (Continued)

The performance of our banking subsidiary in Macau
reported weaker performance in the first half of the year.
The lower contribution was driven by a reduction in net
interest margin and modest loan growth, as well as notably
higher credit costs compared with the first half of last year.
The performance of our China subsidiary was slightly better
than the same period last year. Our associate company,
Bank of Chongqging (“BOCQ”), delivered a similar result to
that of the prior period.

Amidst very difficult economic conditions in the first half
of the year, credit quality deteriorated, with the net credit
impairment charge increasing from HK$93 million to HK$365
million. Whilst this is a substantial increase, it should be
noted that credit cost in the first half of last year continued
to be at relatively low levels. Due to the local economic
recession in the latter half of 2019, our credit impairment
charge in the second half last year had increased to
HK$264 million. In the period, we experienced higher
credit cost in our retail banking business and had set aside
additional provisions for credit losses for our lending to
retail borrowers, and also for lending to small and medium
sized companies in our commercial banking business, after
reviewing the latest forward-looking forecast of economic
outlook and other factors that may affect our credit losses.
At this stage, overall credit cost remains manageable, and
credit quality, whilst worsening, is still under control.

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$200 million.

The general insurance businesses in Hong Kong and Macau
continued to report growth in premium income, with net
premium income increasing by 10.1% in the first half of
2020. Overall, the net profit of the insurance business was
same as the first half of 2019. The results from our other
group investments and liquid assets were significantly lower
than the first half of last year, although a small overall profit
was recorded for the period.
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BUSINESS AND FINANCIAL REVIEW (Continued)

Including both the results of our banking business and
general insurance business, as well as the investment
income referred to above, DSFH generated an annualized
return on assets of 0.8% and ROE of 5.6% for the period.

As at 30 June 2020, Dah Sing Bank’s consolidated Common
Equity Tier 1 ratio and total consolidated capital adequacy
ratio were 13.1% and 16.9% respectively.

PROSPECTS

After enduring the very tough economic conditions in
Hong Kong in the first half of the year, as we entered the
second half of the year, it looked as though there could be
some improvement, but at the date of writing we are still
experiencing the “third wave” of COVID-19 in Hong Kong,
so it is now more uncertain as to how things will develop
during the rest of the year.

In any event, we are not expecting a strong recovery in the
remaining part of the year. Neither low interest rates, nor
deteriorating credit quality are good for our business, but as
we demonstrated in the first half of the year, our business,
capital and liquidity remain resilient despite the challenges
that we have faced so far this year.

Outside the banking business, we are keen to continue
to grow premium income for our general insurance
businesses, and the outlook for growth for these businesses
is somewhat better than for growth in our core banking
business at present. Clearly, investment performance is
very important to the overall profitability of both our general
insurance businesses and our group investments, and this
will be driven mainly by the direction of financial markets in
the second half of the year.

All of this makes us more cautious on the outlook for the
second half of the year. We continue to expect difficult
economic and business conditions in the second half of the
year, and will do our best to ensure that our businesses are
managed conservatively and remain resilient.
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INTERIM DIVIDEND

The Directors have declared an interim dividend of HK$0.27
per share for 2020 payable on Monday, 21 September
2020 to shareholders whose names are on the Register
of Shareholders at the close of business on Tuesday,
15 September 2020.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ entitlement to receive the
interim dividend:

2020F9 A11H (R HH)E2020F9A15H (28 2)
11 September 2020 (Friday) to 15 September 2020 (Tuesday)

2020F9 A10H (2 HAMM) 455307
4:30 p.m. on 10 September 2020 (Thursday)

2020 9A 150 (EH )
15 September 2020 (Tuesday)

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.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 30 June 2020, 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 (“SFO”))
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:

() EARRQ R R HABEEE s 2 kD (@) Interests in the shares and underlying shares of the
sl fo & Company and its associated corporation
fRERT
‘ B2
ARTEBRRG, HERHHE BRES
Number of ordinary shares/underlying shares of the Company Percentage of
AR EEER Hi s B3t interestsin the
Personal Corporate Other Total  total number of
EE Director interests interests interests interests issued shares
T5% David Shou-Yeh Wong - 137,285,682 () - 137,285,682 42.96%
o ‘ kG
AFRTEBERAALERRG, BBRAHAE RO
Number of ordinary shares/underlying shares of EXEA
Dah Sing Banking Group Limited Percentage of
AR EEER Hitgss AitEE  interestsinthe
Personal Corporate Other Total total number of
EE Directors interests interests interests interests issued shares
IT% David Shou-Yeh Wong - 1,045,626,955 @ - 1,045,626,955 74.38%
THE Gary Pak-Ling Wang 2,434,691 @ - - 2,434,691 0.17%
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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 scheme 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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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(b)

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
2020.

DSBG

The particulars of interests in options to subscribe
for ordinary shares of DSBG, an associated

R &I ([ RFRITEE G corporation of the Company, granted under
i|J D 2 SR RHE LASR RS K the share option scheme of DSBG adopted
RITEEL ﬁﬂxﬂxfﬁzﬁﬁﬁa& on 27 May 2014 (the “DSBG Scheme”) and
EEBBMAERIFABRA information that is required to be disclosed in
Z Em R A £ Al >>J ) ﬁ'ﬁ accordance with the Rules Governing the Listing
ARBEZERMT of Securities on The Stock Exchange of Hong

Kong Limited (the “Listing Rules”) are set out
below:
ARERSZ AHRTEARAHE
Number of DSBG's shares underlying the options
R2000% %Wﬁig R2020E e frEgo
1818 BABY  BAME Caceley O6ANA  Becse  REA  Erercise
BE  Granted Exercised lapsed kR pice  Grantdate  period
Heldat  during duing  duing  Heldat (%n) (A/B/%) (R/B/§)
ERA Grantee 11/2020  theperiod  theperiod  theperiod  30/6/2020 (HKS)  (D/MY)  (DIMY)
gz Director
TiA% Gary Pak-Ling Wang 450,000 - - - 450000 1824 26/04/2018  26/04/2019-
26/04/2024
RERMAEP Aggregate of other employees @ 1,050,000 - - (300,000 750,000 1824 26/04/2018  26/04/2019-
26/04/2024
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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)

Notes:

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

(2) 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 2020, none of the Directors or 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 executive’s interests and short
positions.

Save as disclosed above, as at 30 June 2020, none of the
Directors or Chief Executive of the Company and their
respective associates had any interests or short positions
in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company pursuant to section 352
of the SFO, or as otherwise notified to the Company and the
SEHK pursuant to the Securities Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 30 June 2020, the following are the persons, other
than the Directors and 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

B section 336 of Part XV of the SFO or otherwise known to the
Company.
HERT
ROEH
FrisRG#E,/ ZEZEALO
Ripz s Percentage of
Number of interests in the
£ 56 shares held/ total number of
Name Capacity Interests in shares issued shares ©
TER RERBEARTREEG MR IERER
g
Christine Yen Wong Deemed interest by virtue of her spouse 137,285,682 1 42.96%"
having a notifiable interest
ELBEREAARAR(DESER]) ERAREEER
HSBC International Trustee Limited Trustee and corporate interests 126,764,787 @ 39.66%*
(“HSBCIT")
FHE EAES KR ERRESET(EEA)
A iR
Harold Tsu-Hing Wong Personal interests and deemed interests 129,612,454 © 40.56%"
in shares held by HSBCIT as trustee
ERAREEER
DSI Limited Trustee and corporate interests 61,205,583 19.15%*
ERAREEER
DSI Group Limited Trustee and corporate interests 45,068,894 ¥ 14.10%*
ERAREEER
DSI Holding Limited Trustee and corporate interests 19,914,710 @ 6.23%"
=“ZUFJeREE EEER
Mitsubishi UFJ Financial Group, Inc. Corporate interests 32,021,510 10.02%
=ZUFJIRAT Enkn
MUFG Bank, Ltd. Beneficial interests 31,957,510 10.00%
REER
Aberdeen Asset Management Asia Investment manager 18,048,800 5.65%

Limited
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
(Continued)

*

The interests disclosed above by each of HSBCIT, DSI
Limited, DSI Group Limited and DSI Holding Limited and
deemed interests disclosed by Harold Tsu-Hing Wong (as
explained in note (3) below) 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.

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.

The interests of Harold Tsu-Hing Wong comprised of his
(a) personal interests in 3,423,267 shares; and (b) deemed
interests in 126,189,187 shares held by trustee. Pursuant
to section 322 of the SFO, Harold Tsu-Hing Wong has a
deemed interests 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.

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.

The percentage of interests was calculated with reference
to the total number of issued shares of the Company as at
30 June 2020.

All the interests stated above represented long positions.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

During the six months ended 30 June 2020, 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 provisions A.4.1 and E.1.2.

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.

Pursuant to code provision E.1.2 of the CG Code, the
chairman of the board should attend the annual general
meeting. In light of COVID-19 pandemic and travel
restrictions around the world, Mr. David Shou-Yeh Wong,
the Chairman of the Board, was unable to attend the 2020
Annual General Meeting (the “2020 AGM”) of the Company
held in Hong Kong on 29 May 2020 as he was abroad at
that time. Mr. Hon-Hing Wong (Derek Wong), Managing
Director and Chief Executive of the Company, took the chair
of the 2020 AGM.

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 2020.
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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 2019 Annual Report of the
Company and up to the date of this Interim Report are set
out below:

(@) Mr. Gary Pak-Ling Wang
Executive Director, Deputy Chief Executive and Group
Chief Financial and Operating Officer

—  Ceased to act as Chief Operating Officer of Dah
Sing Bank, Limited with effect from 1 April 2020

(o) Mr. Paul Franz Winkelmann
Independent Non-Executive Director

— Appointed as an Independent Non-Executive
Director, a Member of Audit Committee and a
Member of Risk Management and Compliance
Committee of Dah Sing Bank, Limited with effect
from 1 May 2020

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 2020.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2020



EERERANMEMER

CORPORATE GOVERNANCE AND OTHER INFORMATION

IR EBUR

ARRZBREBRE ERTIBERFERNT
BB - ARREEERENIKE - ZER
EREEH RN - UBRERR - X
BIRRATR ~ EARER - BRRARR]E
BHEERTE BRREZLREZTSRRME
PRI EMERE -

FMEETRR

ARBBTHM - FEBOR MglEr 88
20195 FMATIKBE AR - WEE XK

BE  LEIEEES

H 220206 A30H |-61E A HRE » AR
AR EAMHBARTEREE - HEE
EERARQTZ FHES o

hEEERE

0200 FF HIEEMEHEBERXRRE
MEDR AR - A RERKRIFIRTAE L
(www.dahsing.com) X & B X 5 K& E AT
AR R 748 Uk (www.hkexnews.hk) B 48
EEFRA o RARISE SRR L
BEAREHEERE  XHFRR - BH
PRI 2 Al S A s YR E @A 2 75 = (D
WeER ED Rl AN o8 i 8 R iR1TAB UL B S
FhRA) VBB 2N A B IR 2B A
RATR - REABERERRARRNER
EEBTRABLHBZLERAAGTEE
REMEEEAN it AT BETER
RNBHRI8IFRE A LITME - HEBEHE
dahsingfinancial.ecom@computershare.com.hk
A BN ERAR A E) 2 A BT 2 B
B BR2% -

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 2019 Annual Report in respect
of the remuneration of employees, remuneration policies
and training schemes.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

There was no purchase, sale or redemption by the
Company, or any of its subsidiaries, of listed securities of
the Company during the six months ended 30 June 2020.

INTERIM REPORT

The 2020 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.
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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, 26 August 2020
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