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FINANCIAL SUMMARY

W BEETT HK$ Million 2015 2016 2017 2018 2019
BRRES Shareholders’ funds 21,468 22,991 24,965 25,566 27,271
BEIMERMTA Additional equity instruments - - 899 899 899
EGE Subordinated notes 5,320 7,146 5,487 5,449 5,510
ZFER Deposits from customers 150,848 153,863 162,460 172,967 182,629
BETRFIGE Certificates of deposit issued 6,232 6,560 7,184 6,535 6,751
FRes Total deposits 157,080 160,423 169,644 179,502 189,380
BiERE(RREERE Total liabilities (including subordinated notes) 174,549 182,204 193,363 203,796 215,222
EFER(TREERS Advances to customers (excluding trade bills) 109,625 113,655 119,262 128,628 136,947
BE@E Total assets 196,082 205,211 219,241 230276 243,406
PR R IE(L &R Profit attributable to shareholders 2,201 2,145 2,186 2,480 2,240
PERERE Total dividend distribution 533 533 590 675 675
LUETIBT HK$

BIREREF Basic earnings per share 157 1.53 1.56 1.77 1.59
BHERE Dividends per share 0.38 0.38 0.42 0.48 0.48
KEAHINT Percentage %

ERHFRLE(G) Loan to deposit ratio (Note 1) 69.8 70.8 70.3 7.7 72.3
[ Note:

1. BREFRLEARFERLB(TREESE 1. Loan to deposit ratio is calculated as the ratio of total advances to

BEEFRRE(BRERITNERRE) ZHLE -

customers (excluding trade bills) to total deposits (including certificates of

deposit issued).
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DAH SING BANKING GROUP LIMITED

BOARD OF DIRECTORS

Executive Directors

David Shou-Yeh Wong
Chairman
Hon-Hing Wong (Derek Wong)
Vice Chairman, Managing Director and Chief Executive
Gary Pak-Ling Wang
Group Chief Financial and Operating Officer
Nicholas John Mayhew
Deputy Chief Executive

Independent Non-Executive Directors

Robert Tsai-To Sze
Seng-Lee Chan
Yuen-Tin Ng

Blair Chilton Pickerell

AUDIT COMMITTEE

Robert Tsai-To Sze
Chairman

Seng-Lee Chan

Yuen-Tin Ng

NOMINATION AND REMUNERATION COMMITTEE

Seng-Lee Chan
Chairman

Robert Tsai-To Sze

David Shou-Yeh Wong

COMPANY SECRETARY

Doris Wai-Nar Wong FCIS, FCS

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



i E
CORPORATE INFORMATION

SETEEAS

FrEE
AHIRTTER L AIBILE  EFREIEHR
TTIECAEE

TE®
ARFERITEIR L AIB T TEERE(FT TR AR

IR
AFIRITER L FIB R R TELE

AFIRTT (P E)BIR L A THARR R EF

2y 1bc3
BPIBFRITRDBRABITTHABAFREE

BB A

R EE RV RIS
BB EZEAD

=Em

SEEK o EMBENEIEAT

AfREE

BB ETITE1085R
SR A D361E

BT 2% 1 2507 8866

{85 : 2598 5052
IRBKEA 5 E A7+ DSBAHKHH
494F : http://www.dahsing.com

ROECTRBFE

EBPRBESLERA
BEEFE FﬁL%wa
AMFOITIBITIZE1716E

A7 v R IR R AR

EEBMERHARRA
B fn L35 - 2356

FEMERIT

RIRITAR AR
RIBIT(REDERAF
RPIARRITIRD AR AT

(E2RAFEREIS6E360E FrE S HBIRITZ
DITDHR )

SENIOR MANAGEMENT

Harold Tsu-Hing Wong
Vice Chairman, Managing Director and Chief Executive of
Dah Sing Bank, Limited

Phoebe Mei-Chun Wong
Executive Director and Alternate Chief Executive of
Dah Sing Bank, Limited

Barbara Yuen-Lai Ma
Head of Commercial Banking of Dah Sing Bank, Limited

Vincent Ho-Wing Yau
Chief Executive Officer and Director of Dah Sing Bank
(China) Limited

Pak-Hung Lau
Chief Executive Officer and Director of Banco Comercial de
Macau, S.A.

AUDITORS

PricewaterhouseCoopers
Certified Public Accountants in Hong Kong

SOLICITORS
Herbert Smith Freehills

REGISTERED OFFICE

36th Floor, Everbright Centre

108 Gloucester Road, Hong Kong
Tel: 2507 8866

Fax: 2598 5052

S.W.L.LF.T.: DSBAHKHH

Website: http://www.dahsing.com

SHARE REGISTRARS AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre
183 Queen’s Road East, Wan Chai, Hong Kong

SHARE LISTING AND STOCK CODE

The Stock Exchange of Hong Kong Limited
Stock Code: 2356

MAJOR BANKING SUBSIDIARIES

Dah Sing Bank, Limited
Dah Sing Bank (China) Limited
Banco Comercial de Macau, S.A.

(Please see pages 356 to 360 of this annual report for respective lists
of branches.)
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BOARD OF DIRECTORS

Mr. David Shou-Yeh Wong
Chairman

Mr. Wong, aged 79, was appointed as the Chairman of the Company
in 2004. He is also the Chairman of Dah Sing Financial Holdings
Limited (“DSFH”, a substantial shareholder of the Company as
defined under the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited), Dah Sing Bank, Limited
(“DSB”), Banco Comercial de Macau, S.A., Dah Sing Insurance
Company (1976) Limited, Macau Insurance Company Limited and
various other companies. He serves as a member of the Nomination
and Remuneration Committee of the Company, DSFH and DSB. Mr.
Wong is the Honorary President of Guangdong Chamber of Foreign
Investors and a Vice President of The Hong Kong Institute of Bankers.
He holds a Bachelor of Science degree in Electrical Engineering
from Massachusetts Institute of Technology and has over 55 years
of experience in banking and finance. He is the father of Mr. Harold
Tsu-Hing Wong, the Group General Manager of DSFH and a Vice
Chairman, the Managing Director and Chief Executive of DSB.

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

Mr. Wong, aged 67, was appointed as a Director of the Company
in 2004 and promoted as Vice Chairman in April 2011. He was
appointed as Managing Director and Chief Executive of the Company
in June 2017. Mr. Wong joined Dah Sing Bank, Limited (“DSB”), a
key operating subsidiary of the Company, in 1977 and has served
and managed various departments before appointed as a Director
in 1989, promoted to Managing Director in 2000 and then appointed
as Vice Chairman in April 2011. He is the Managing Director and
Chief Executive of Dah Sing Financial Holdings Limited (a substantial
shareholder of the Company as defined under the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited),
Chairman of Dah Sing Bank (China) Limited and a director of various
major subsidiaries of the Group. He is also a Non-Executive Director
and Vice Chairman of Bank of Chongqing Co., Ltd. (listed in Hong
Kong) in which the Group has a 14.66% equity interest. Mr. Wong is
an Associate of The Institute of Bankers (U.K.) and a Founder Member
of The Hong Kong Institute of Bankers and The International Retail
Banking Council of the U.K. He holds a Higher Diploma in Business
Studies from the Hong Kong Polytechnic College (now known as Hong
Kong Polytechnic University) and has over 40 years of experience in
banking.
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BOARD OF DIRECTORS (Continued)

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

Mr. Sze, aged 79, was appointed as an Independent Non-Executive
Director of the Company in 2004. He is also an Independent
Non-Executive Director of Dah Sing Financial Holdings Limited
(“DSFH”, a substantial shareholder of the Company as defined under
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited), Dah Sing Bank, Limited (“DSB”), Dah Sing
Bank (China) Limited and Dah Sing Insurance Company (1976) Limited.
He serves as the Chairman of the Audit Committee of the Company,
DSFH and DSB, a member of the Nomination and Remuneration
Committee (“NRC”) of the Company and DSB and the Chairman of the
NRC of DSFH. He was the Chairman of the NRC of the Company from
August 2005 to August 2017. Mr. Sze is an Independent Non-Executive
Director of Hop Hing Group Holdings Limited, Nanyang Holdings
Limited and Sunwah Kingsway Capital Holdings Limited. He was an
Independent Non-Executive Director of Min Xin Holdings Limited
(resigned in April 2018) and China Travel International Investment
Hong Kong Limited (resigned in October 2018). Mr. Sze is a Fellow of
The Institute of Chartered Accountants in England and Wales and The
Hong Kong Institute of Certified Public Accountants. He was a former
partner of an international firm of accountants with which he practised
for over 20 years.

Mr. Seng-Lee Chan
Independent Non-Executive Director

Mr. Chan, aged 73, was appointed as an Independent Non-Executive
Director of the Company in August 2008 after his retirement in June
2008 as the Chief Executive Officer of Heidelberg China Limited.
He has served as a member of the Audit Committee and the
Nomination and Remuneration Committee of the Company since
May 2011. He was appointed as the Chairman of the Nomination and
Remuneration Committee of the Company on 22 August 2017. Mr.
Chan is an Independent Non-Executive Director of Dah Sing Bank,
Limited (“DSB”), a key operating subsidiary of the Company, and
was appointed in May 2012. He was further appointed as a member
of the Audit Committee and the Chairman of the Nomination and
Remuneration Committee of DSB in December 2017. Mr. Chan has
over 40 years of experience primarily in the print media industry and
has a sound knowledge of the Asian markets, particularly in China.

RIRITEREER AT 2019F F 8,
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BOARD OF DIRECTORS (Continued)

Mr. Yuen-Tin Ng
Independent Non-Executive Director

Mr. Ng, aged 68, was appointed as an Independent Non-Executive
Director and a member of the Audit Committee of the Company in
April 2012. He is also an Independent Non-Executive Director of Dah
Sing Bank, Limited (“DSB”) and Dah Sing Bank (China) Limited (“DSB
China”) (the Company’s banking subsidiaries), appointed in October
2012 and February 2013 respectively. He has served as a member
of the Risk Management and Compliance Committee of DSB since
May 2013 and was appointed as a member of the Audit Committee
of DSB in December 2017. He was appointed as a member of the
Audit Committee, Connected Transactions Control Committee and
Risk Management Committee of DSB China in February 2013. He was
further appointed as the Chairman of the Connected Transactions
Control Committee and the Remuneration Committee of DSB China
in June 2015 and September 2015 respectively. Mr. Ng is also an
Independent Non-Executive Director of Chinney Alliance Group
Limited, a public company listed in Hong Kong. Mr. Ng is an Associate
of The Chartered Institute of Bankers (UK) and a Fellow and an
honorary advisor of The Hong Kong Institute of Bankers. Mr. Ng has 40
years of extensive experience in banking and financial industry with a
focus on the corporate and institutional banking business management
for the last 12 years prior to his retirement from Hang Seng Bank
Limited in 2011.
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BOARD OF DIRECTORS (Continued)

Mr. Blair Chilton Pickerell
Independent Non-Executive Director

Mr. Pickerell, aged 63, was appointed as an Independent Non-
Executive Director (“INED”) of the Company on 20 December 2017.
He was also appointed as an INED of Dah Sing Bank, Limited (“DSB”),
a major operating subsidiary of the Company, on 19 December 2017
and a member of the Risk Management and Compliance Committee of
DSB on 21 August 2018.

Mr. Pickerell is an Independent Director and a member of the Finance
Committee and Nominating and Governance Committee of the
Principal Financial Group, Inc. (which is listed on NASDAQ in the
U.S.). He is an INED and a member of the Nomination Committee and
the Chairman of the Remuneration Committee of Link Real Estate
Investment Trust (which is listed on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”)). He is an INED and a member of the
Finance Committee and Corporate Governance Committee of First
Pacific Company Limited (which is listed on the Stock Exchange). He
is also a member of the Supervisory Committee of The Tracker Fund
of Hong Kong (a Hong Kong unit trust whose units are listed on the
Stock Exchange). He is also a strategic advisor of CreditEase Holdings
(HK) Limited and a member of the Advisory Board of Anthemis
Insurance Venture Growth Fund I. He is the Chairman of Harvard
Business School Association of Hong Kong Limited and an executive
committee member of the International Advisory Council of the Faculty
of Business and Economics of The University of Hong Kong.

Mr. Pickerell was a court member of The University of Hong Kong from
December 2008 to November 2014 and a member of the Main Board
and GEM Listing Committees of the Stock Exchange from July 2015
to July 2016. He was an INED and a member of the Audit Committee
of Dah Sing Financial Holdings Limited (the parent company of the
Company) from 1 June 2013 to 19 December 2017.

Mr. Pickerell joined Nikko Asset Management Group as the Head
of Asia and Global Chief Marketing Officer in 2010 and served as
the Chairman, Asia of Nikko Asset Management Company until July
2015. He joined Jardine Matheson Holdings Group in 1984 and held
various positions in Jardine Matheson Holdings Group. In 2003,
he joined HSBC Investments (Hong Kong) Limited (now known as
HSBC Global Asset Management (Hong Kong) Limited) as the Chief
Executive Officer, Asia Pacific. From 2007 to 2010, he served as
managing director and Chief Executive Officer, Asia of Morgan Stanley
Investment Management.

Mr. Pickerell holds an MBA degree from Harvard Business School,
U.S.A. and an MA degree (in East Asian Studies) and a BA degree (in
Political Science) from Stanford University, U.S.A.
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EENEEEEABEN

DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

10

ITREREE
HITEFREBYHREERE

TS - 595% - IR2004F ERL AN A TIRITE
o HIMIBFNMAARG EZEEMB A AKX
HIRITER QR ([ KFRIT)EITEEY KR
—B - P97 FEAREF ZFHEREEEE
M EIE R B - EIERIERE A RTRRAE o
FHRER0MMFSAEA BRMBRITES LR
FATBUBE MR 20178 BT A A IRITRITT
BAHRRBTTBER - BThARKTEREEH
BARI[KHFER] - AEBHEZZERAR
BH EMRAMAEZARREEZRR) ZHITE
FERETBEE - ARF - KSR AR
CEBMBE NG EBREINLRFIEERITRN A
RARRAKHMRIT(FE)BRATZEE - T4
ERBESTA - REFTARETRATER
CERBBGHMACEE - BREHEBEEBERELDL
SRBES B REEA0FHHEEBRIFTE
B o

@ O

FRELE
HITEFERETHAE

BEH K 525% - FR2017F6 A1 B EZ T AA QT
WITEEREITTEEH - BRARMRITBRR
B[ R#FRIT]) ~ REERIT(RBE)BR AR - K
iRk (1976) B R A A RORFIRBR D B R A A
ZEE o B ER2004F8 A6H £201745 A 31
BEHEFATEREREGRAR((AARZER
A ZPITESE - BEETFRRIIBITRITTIRES
RAFPRITHEERTERELEE - ARIRT
MEEBREEMERE - BEERGRBARS
REBEBT BB (R XX REE) - HREBE K
EBHEEBI0FZ ERBIELER -

BOARD OF DIRECTORS (Continued)

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

Mr. Wang, aged 59, was appointed as an Executive Director of the
Company in 2004. He joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as the Group Financial Controller
in 1995 and was promoted as a Director in 1997, responsible for the
overall financial management and control, operations and IT functions
of the Group for a number of years. Mr. Wang was promoted as the
Managing Director and Chief Executive of DSB in May 2011 and was
re-designated as the Deputy Chief Executive and Alternate Chief
Executive of DSB in August 2017. He is also an Executive Director
and Deputy Chief Executive of Dah Sing Financial Holdings Limited
(“DSFH”, a substantial shareholder of the Company as defined under
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited), the Group Chief Financial and Operating
Officer of the Company, DSFH and DSB as well as a Director of
Banco Comercial de Macau, S.A. and Dah Sing Bank (China) Limited.
Mr. Wang is a qualified accountant, a Fellow of The Association of
Chartered Certified Accountants of the U.K. and a member of the Hong
Kong Institute of Certified Public Accountants. He holds a Bachelor of
Social Science degree from The University of Hong Kong and has over
30 years of experience in financial management and banking.

Mr. Nicholas John Mayhew
Executive Director and Deputy Chief Executive

Mr. Mayhew, aged 52, was appointed as an Executive Director and
the Deputy Chief Executive of the Company on 1 June 2017. He is
currently a Director of Dah Sing Bank, Limited (“DSB”), Dah Sing Bank
(China) Limited, Dah Sing Insurance Company (1976) Limited and
Macau Insurance Company Limited. Mr. Mayhew was an Executive
Director of Dah Sing Financial Holdings Limited (the parent company of
the Company) during the period from 6 August 2004 to 31 May 2017.
Mr. Mayhew also serves as the Deputy Chief Executive of DSB, and
Head of Treasury and Corporate Finance of DSB, responsible for its
treasury and corporate finance activities. Mr. Mayhew holds a Bachelor
of Arts degree (Hons) (in Chinese and Economics) from the University
of London. He has over 30 years of experience in financial services
both in the U.K. and Hong Kong.
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SENIOR MANAGEMENT

Mr. Harold Tsu-Hing Wong
Vice Chairman, Managing Director and Chief Executive of Dah Sing
Bank, Limited

Mr. Wong, aged 50, is currently a Vice Chairman and the Managing
Director and Chief Executive of Dah Sing Bank, Limited (“DSB”) (a key
operating subsidiary of the Company). He joined DSB in 2000, and
was appointed as an Executive Director in 2005 and a Vice Chairman
in March 2010. Mr. Wong was appointed as the Managing Director and
Chief Executive of DSB in August 2017. He is also a Director of Dah
Sing Bank (China) Limited, Banco Comercial de Macau, S.A., Dah Sing
Insurance Company (1976) Limited and Macau Insurance Company
Limited. Mr. Wong is currently a member of The EFAC Financial
Infrastructure and Market Development Sub-Committee, a sub-
committee under the Exchange Fund Advisory Committee (“EFAC”) of
the Hong Kong Monetary Authority, a member of the Industry Advisory
Committee on Long Term Business established by the Insurance
Authority, and a Non-official Member of the Trade and Industry
Advisory Board of the Trade and Industry Department. Mr. Wong holds
a Master of Business Administration degree from Harvard University,
U.S.A. and a Bachelor of Laws (Honours) degree from King’s College,
London, and is a qualified solicitor in England and Wales and in Hong
Kong. Mr. Wong is a son of Mr. David Shou-Yeh Wong, the Chairman
of the Boards of the Company, DSB and Dah Sing Financial Holdings
Limited.
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SENIOR MANAGEMENT (Continued)

Ms. Phoebe Mei-Chun Wong
Executive Director and Alternate Chief Executive of Dah Sing Bank,
Limited

Ms. Wong, aged 53, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as the Head of Retail Banking
in February 2012, responsible for the development and management
of overall retail banking, bancassurance, retail brokerage, wealth
management businesses, private banking and vehicle financing. She
was appointed as an Executive Director of DSB in May 2012 and an
Alternate Chief Executive of DSB in May 2014. She holds a Master
of Business Administration degree from Brunel University (UK) via
Henley Management College and a Bachelor of Arts degree from the
University of Hong Kong. Ms. Wong has over 30 years of experience
in retail and personal banking business with other banks operating
in Hong Kong, including Standard Chartered Bank and CITIC Bank
International.

Ms. Barbara Yuen-Lai Ma
Head of Commercial Banking of Dah Sing Bank, Limited

Ms. Ma, aged 53, joined Dah Sing Bank, Limited (“DSB”), a key
operating subsidiary of the Company, as Head of Commercial
Banking in February 2020, responsible for overseeing and supervising
commercial banking business. She has nearly 30 years of solid
banking experience in Hong Kong, the United Kingdom and the
United States, mainly in commercial and corporate banking with a full
spectrum of clients in various sectors. Ms. Ma attained a Bachelor of
Science in Economics Degree from The London School of Economics

and Political Science.
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SENIOR MANAGEMENT (Continued)

Mr. Vincent Ho-Wing Yau
Chief Executive Officer and Director of Dah Sing Bank (China) Limited

Mr. Yau, aged 57, joined Dah Sing Bank, Limited (“DSB”) and was
appointed as the Alternate Chief Executive Officer and Head of
Business Development of Dah Sing Bank (China) Limited (“DSB
China”), a key operating subsidiary of the Company, in September
2012. He was appointed as an Executive Director of DSB China in
December 2014 and the Chief Executive Officer of DSB China in
February 2015. Mr. Yau has over 30 years of experience in the banking
industry in China and Hong Kong, and had assumed various senior
executive positions in Standard Chartered Bank before joining DSB.

Mr. Pak-Hung Lau
Chief Executive Officer and Director of Banco Comercial de Macau, S.A.

Mr. Lau, aged 55, joined Dah Sing Bank, Limited (“DSB”) and was
appointed as the Chief Executive Officer and Director of Banco
Comercial de Macau, S.A. (incorporated in Macau) in January 2020.
Mr. Lau has over 30 years of solid banking experience in Hong Kong
and Macau. He started his career in banking by joining HSBC in 1986
and immediately before joining DSB, he was the CEO of HSBC Macau
Branch.
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After a reasonable first half of the year, our business was impacted
by the slower business conditions in the second half, as well as
increased provisions and pressure on net interest margin. The weaker
second half performance led to a reduction in profit attributable to
shareholders of 9.7% to HK$2,240 million for the year.

The operating performance of our business was slightly weaker than
the prior year, with operating income down 6% compared with 2018.
Both net interest income and fee income were broadly flat in the
second half, whilst trading income improved considerably half on half,
mainly due to the higher interest rates in Hong Kong, although much
lower than in 2018.

Business conditions were difficult, particularly in our commercial
banking operation, with subdued loan demand amongst our customers
in the Hong Kong and Macau markets, whilst demand remained
somewhat stronger amongst customers related to the Mainland
market. Our retail banking business performed slightly better, with
volumes growing particularly in the Hong Kong residential mortgage
market, where activity levels and property prices generally held up
well despite the social unrest in the second half of the year. However,
the modest growth in loan volumes was only sufficient to stablise net
interest income, given the continued pressure on net interest margin.

Despite more difficult market conditions in the second half of the year,
fee and commission income held up fairly well. Whilst stock related
income dropped in the second half, the overall wealth management
business performed well, driven by robust fund distribution, FX sales
and bancassurance distribution revenues.

Credit conditions, however, worsened, and loan impairment charges
in the second half increased significantly. Whilst in part this was due
to volume growth, there was also some weakening in underlying credit
quality, which feeds through to higher impairment charges under the
Expected Credit Loss methodology. Encouragingly, credit quality in
our Mainland and related business remained robust.
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The performance of our associate, Bank of Chongqging, was
satisfactory, with a modest increase in our share of its profit. However,
due to a reduction in the valuation of this associate company in our
regular year end revaluation, we made a further provision of HK$217
million in the second half after a provision of HK$70 million in the
first half, bringing the total provision for the year to HK$287 million. It
should be noted that the provision made relating to Bank of Chongging
is non-cash and does not affect our capital adequacy.

CAPITAL AND REGULATION

As at 31 December 2019, the consolidated Common Equity Tier 1
ratio of Dah Sing Bank, Limited (“DSB”) was 13.4%, a little higher
than the level of 13.1% at the end of 2018. Taking into account DSB’s
outstanding Tier 2 subordinated debts, DSB’s consolidated capital
adequacy level at the year end was 17.9%, similar to the prior year. We
continued to operate well above the minimum Liquidity Maintenance
Ratio of 25%, reporting an average level of 46% during the year. We
believe that our capital and liquidity ratios are maintained at levels
within the market range for both peer banks in Hong Kong, and indeed
for banks internationally.

CHANGES OF THE BOARD DURING THE YEAR

Mr. Jun Fujimoto resigned as a Non-Executive Director of the
Company on 27 August 2019 due to his new assignment to the Seoul
office of MUFG Bank, Ltd.

The Board expresses its sincere appreciation to Mr. Fujimoto for his

valuable efforts and contributions to the Board during his tenure of
service with the Company.
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FUTURE PROSPECTS

After a weak second half in 2019, we were hoping to see some
recovery in the first half of 2020. However, by late January the impact
of the coronavirus was beginning to be felt, and has since spread
globally. It is still too early to say exactly what the eventual impact will
be, but it is very clear that the economy has weakened further not only
in Hong Kong, but also for our other key markets in Mainland China
and Macau, with the recovery of these key markets likely delayed by a
weakening global economy.

We have been making our best efforts to continue to provide a full
banking service to customers in Hong Kong, as well as providing all
core banking services to customers in Mainland China and Macau.
So far, we have been able to do so, thanks to the hard work and
dedication of our staff, who have responded positively to the difficult
conditions that are being faced.

It is inevitable that the current situation will result in a continued weak
economy and weak business conditions at least for some time. Until
we see a more stable picture, we continue to be very cautious about
risks in our business — not only to our business growth, but also to
our staff and customers. In this regard, last month we announced a
number of relief measures to help customers who may be in difficulties,
through a variety of measures to make the current situation at least

somewhat better.

As a retail and commercial bank we have a reasonable amount of
core income, particularly from our lending businesses, which tends
to provide a stream of recurring income even during difficult times.
We are therefore fortunate to be in a business that benefits from such
recurring income, although the demand for banking and financial
services will clearly soften in difficult economic conditions.
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FUTURE PROSPECTS (Continued)

Our capital adequacy and liquidity both remain robust, and our
funding base, mainly comprising domestic Hong Kong deposits is also
expected to remain stable.

Whilst it is clear that there are many challenges to be faced in the
current difficult times, we believe that over the longer term economic
and business conditions will recover, and we will be prepared to move
back to a more growth focused strategy at the appropriate time.

Finally, | would like to thank my fellow directors for their valuable
contribution and extend, on behalf of the Board, our appreciation to
all of our colleagues for their hard work and dedication over the past
year, and also our appreciation of the support from our customers and
shareholders.

David Shou-Yeh Wong
Chairman

Hong Kong, 25 March 2020
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MBHE FINANCIAL HIGHLIGHTS
REEEBFEVHEREBREMIINTE The highlights of the Group’s consolidated financial performance for
the year are summarised in the table below:
20195 20184 =)
2019 2018 Variance
REE Net interest margin 1.87% 2.01%
BEAT HK$ Million
ZIBIPA Operating income 5,388.1 5,729.9 -6.0%
HMBRRERER 2 &E R T Operating profit before credit 2,537.5 3,029.6 -16.2%
impairment losses
MBRREEEERZ 2 ERT Operating profit after credit 2,181.2 2,796.2 -22.0%
impairment losses
MR AT A Profit before taxation 2,593.2 2,907.4 -10.8%
FEmF Profit for the year 2,240.1 2,479.7 -9.7%
TEIERE A A RIRE 2 Profit attributable to shareholders 2,527.0 3,112.7 -18.8%
BIER R 2 IR (R 5 A excluding the impairment charge
on the investment in an associate
EFER Advances to customers 136,947 128,628 6.5%
BPFER Customers’ deposits 182,629 172,967 5.6%
B EITIESRE Certificates of deposit issued 6,751 6,535 3.3%
FRER Total deposits 189,380 179,502 5.5%
RIBER Subordinated notes 5,510 5,449 1.1%
ER(TEEEFHZE)EHFHR Loan (excluding trade bills) to deposit 72.3% 71.7%
(PREEEITOENRE )L E (including certificates of deposit
issued) ratio
N PN Cost to income ratio 52.9% 47.1%
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FINANCIAL REVIEW

The Hong Kong economy contracted by 1.2% in 2019, its first
annual decline since 2009. Economic momentum was sluggish in
the first half of the year, due in part to Sino-US trade tensions, whilst
social unrest in the second half of the year caused an even greater
decline in economic activity. Most sectors of the economy were
impacted, and there were particularly notable slowdowns in the retalil,
tourism, hospitality and restaurant sectors. After a relatively stable
unemployment rate in the first half of 2019, unemployment rate started
to pick up in the second half, ending up 0.5% higher at 3.3% by the
end of the year. The headline inflation rate picked up somewhat,
ending the year at 2.9%.

According to the IMF, global growth for 2019 was estimated to be
2.9%, its lowest level since 2008-2009, and a meaningful reduction
from the 3.6% growth in 2018. Mainland China reported GDP growth
of 6.1% for the year, its lowest growth in the past 30 years. Quarter
on quarter, economic growth continued to trend downwards towards
the end of the year. The US economy grew by 2.3% for the year, the
slowest rate of growth since 2016, and lower than earlier forecasts.
The European Union’s economic growth weakened further, with growth
in GDP of around 1% for the year.

Interest rates remained volatile during the year, with one month HIBOR
trading in a wide range between a little below 1% to around 3% during
the course of the year. In general, Hong Kong interest rates remained
below those of the US for most of the year. Contrary to expectations
set when interest rates were rising in 2018, the US Federal Reserve
cut interest rates three times during the year, for a total of 0.75%,
reversing most of the interest rate increases in 2018. US market rates
were generally more stable than those in Hong Kong, with LIBOR
tracking downwards broadly in line with the cut in the US Fed Funds
rate.
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FINANCIAL REVIEW (Continued)

With a much weaker business environment, particularly in the second
half of the year, our Group reported a drop in profit attributable to
shareholders of 9.7% to HK$2,240 million. Revenues were generally
weak across the board, with decreases reported in net interest income,
fee and commission income and trading income. Net interest income
fell by 2.2% despite overall volume growth, due to pressure on net
interest margin. Net fee and commission income reduced modestly by
a little over 1%, due mainly to weaker market conditions, and reduced
broking and securities related income, whilst net trading income
dropped significantly, mainly as a result of the non-recurrence of
certain trading disposal gains booked in 2018.

Operating expenses increased by mid single digits, mainly due
to inflationary increases in staff costs, as well as increases in our
spending on IT related projects. Credit impairment charges were
significantly higher, rising by 53% year on year. Notably, the major part
of this increase came in the second half of the year, reflecting the more
difficult market environment during the second half, and also our more
cautious outlook at the end of 2019.

The Value in Use of our investment in Bank of Chongging (“BOCQ”)
was again below the carrying value of the investment as at 31
December 2019, resulting in the need for a further impairment charge
of HK$217 million at the year end, which together with the impairment
charge of HK$70 million made at the mid-year, resulted in a total
impairment charge for the year of HK$287 million, lower than 2018 by
HK$346 million. Despite the need for an impairment charge to reduce
the carrying value of the investment, the operating performance of
BOCQ remained satisfactory, and our share of its net profit was
HK$702 million for the year, 6.4% higher than the prior year. Our
businesses in Macau and China delivered weaker results due primarily
to pressure on net interest margin.
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FINANCIAL REVIEW (Continued)

With much weaker business conditions and reduced profitability, our
key operating metrics generally declined, with a reduction in return on
shareholders’ funds from 9.8% to 8.5%. Our Group’s cost to income
ratio increased from 47.1% to 52.9% year on year.

As at 31 December 2019, the consolidated Common Equity Tier 1
ratio of Dah Sing Bank, Limited (“DSB”) was 13.4%, a little higher
than the level of 13.1% at the end of 2018. Taking into account DSB’s
outstanding Tier 2 subordinated debts, DSB’s consolidated capital
adequacy level at the year end was 17.9%, similar to the prior year. We
continued to operate well above the minimum Liquidity Maintenance
Ratio of 25%, reporting an average level of 46% during the year. We
believe that our capital and liquidity ratios are maintained at levels
within the market range for both peer banks in Hong Kong, and indeed
for banks internationally.

HIGHLIGHT OF BUSINESS PERFORMANCE
Personal Banking

Our Personal Banking business reported reduced profit for the year
due to the challenges posed by worse than expected economic
growth in 2019 and the prolonged social unrest during the second
half in 2019. With the investment in the past years to build a customer
centric, multi-channel acquisition and servicing model, and to offer a
wider range of products and services, customers’ needs can be better
identified and met, with higher quality and efficiency. Personal Banking
continued to invest in its digital capabilities to better prepare for the
competition ahead.

The number of VIP customers increased by 17%, with 8% increase in
assets under management (“AUM”) year-on-year, which helped drive
the wealth management fee income growth notwithstanding various
challenges in the second half of 2019. In particular, our customer
foreign exchange trading business performed very well, generating
33% higher FX trading income over 2018.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Personal Banking (Continued)

Our Private Banking business delivered a set of stronger results
when compared with 2018, with its fee income up by 30%. With its
personalized servicing model and customized offering, our Private
Banking business had recorded customer growth. In the year, further
cross-selling of our Private Banking services to our corporate clients
base had led to both increase in customers, AUM and fee income.

In the year, our Personal Banking maintained good momentum in
growing our balance sheet and volumes.

Current and savings deposit balances increased by 19% year-on-year,
a result of our focus and efforts in acquiring new customers and
deepening relationships with existing customers. Apart from growing
our affluent VIP customer base, our “YOU Banking” service continued
to attract the young customer segment with its digital transacting
capabilities. Outreach activities and online promotion were launched,
leveraging on the innovative e-Express on-boarding experience,
allowing customers to open accounts online using HKID and selfies.
YOU Banking achieved 26% year on year increase in customer
numbers, with 69% being brand new customers.

Loans outstanding increased by 8% and the asset quality remained
benign. A competitive mortgage offer was maintained, which helped to
generate mortgage growth of 10% for the year. We actively promoted
our personal loan products throughout the year via various social
media to increase the market awareness. We were the first bank
offering straight through loan e-application to disbursement for brand
new customers with income document waived. Identity is verified via
biometric identity verification.

To stay competitive in the credit card market, we continued to be
proactive and innovative in enhancing customer experience and value
proposition via usage, acquisition, co-brand partnership programs and
merchant services. Digital payment capability was further strengthened
with the new all-in-one POS terminal which enabled contactless and
QR code based payments to be transacted. Apart from the payment
convenience, a new merchant loan product was also introduced to
offer additional financing to card merchants, based on their sales flow.
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328 HIEMREHEENTE

HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)

Personal Banking (Continued)

Various digitalization initiatives were launched to enhance customers’
digital experience and strengthen cybersecurity in the year. Our digital
users continued to grow and with deeper levels of engagement.
The number of digital users increased by 24% and total payment
transactions grew 43% year-on-year.

P ERBRS

328 Business Banking enhanced retail business mobile banking
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e-Express bank account opening was rolled out in June 2019 and
recorded positive response from customers, with 81% being new-to-
bank customers. During the year, we also rolled out digital initiatives
such as Mobile Securities App+ with in-App securities selection and
trading, additional faster payment system functions for both personal
and business account including QR code fund transfer, enhanced
retail business mobile banking for supporting retail enterprises under
the product name 328 Business Banking. Various e-alerts have been
set up to better monitor funds flow at various transacting channels for
better customer protection.

In 2019, in order to improve the banking experience for our customers
and to achieve greater efficiency, we continued to allocate our
resources in upgrading and relocating our branches. As of December
2019, DSB has a total number of 45 retail branches in Hong Kong.
Within the branch network, there are 28 VIP Banking centers and
34 securities trading centers.
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Kwai Fong Branch of Dah Sing Bank
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)

Personal Banking (Continued)

To deliver better customer experience and offer better customer
service, we will continue to focus on improving our service quality and
professional development of our staff, and to make investment in our
infrastructure and technology to allow us to offer more competitive
products and achieve better operational efficiency.

Commercial Banking

Our Commercial Banking reported modest growth in business volumes
in 2019, which was a challenging year for our Commercial Banking
business. Notwithstanding the weaker loan demand in the second
half of 2019, our Commercial Banking loan book recorded growth of
5% across our major target customer segments, including the cross-
border customer segment in collaboration with Dah Sing Bank (China)
Limited (“DSB China”). Deposits recorded a similar growth rate as loan
growth in the year.

Net interest income was up mildly despite the higher funding cost,
primarily driven by the growth in loans and deposits. We will continue
our efforts in improving loan yields and controlling deposit costs.
Non-interest income was down marginally as a result of the slower
economic environment, although the fee income arising from wealth
management services provided to customers rose, contributed by our
new wealth management initiatives.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Commercial Banking (Continued)

Loan impairment charges were slightly higher in the year, a result
of a modest increase in the non-performing loans arising from our
SME customers, and a lower amount of write-back on the disposal
of collateral properties when compared with the prior year. Overall,
the asset quality of our Commercial Banking loan portfolio remained
benign as of the end of 2019. In view of the market uncertainty, we will
take appropriate measures in properly managing the credit risk of our
Commercial Banking business.

RFERTT[ EENIR | fR 75 &2 DS-Directit B S E &
DSB “FPS” Service and DS-Direct promotlon
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DS-Direct, our e-channel, was upgraded with new features of SWIFT
GPI, account aggregation service, faster payment system merchant
solution and new customized functionality. These initiatives not only
enhanced our customer experience in cash management solution, but
also elevated our transactional capability, which had contributed to an
increase in the cash management and foreign exchange transactions
in the year. We continue to invest in Fintech, in executing our medium
term business strategy.

To align with the Group’s higher standards on compliance and risk
management, our Commercial Banking division had strengthened
the process of Anti-Money Laundering transaction review in risk
assessment and refined the on-boarding monitoring process covering
customer due diligence.
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EBREME@m) HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BEEK Treasury
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Our Treasury division reported significantly higher profit in 2019, with
an increase in attributable profit of 43% to HK$469 million. Most areas
of the business improved, with an increase in net interest income of
20% to HK$748 million and an increase in overall operating income by
35% to HK$750 million. The growth in net interest income was driven
mainly by volume growth, as generally interest rates remained fairly
low, and credit spreads were quite tight during the year. Customer
business saw higher volumes with net fee and commission income
and FX income increasing by 23% to HK$97 million. Business volume
from our retail customer base was particularly encouraging, and we
also saw some improvement in business volume from our corporate
customers. The main part of our customer business remained FX, but
we also saw some activity in interest rate and other products during
the course of the year. Direct operating expenses were only up mildly
for the year, whilst overall expenses were up by 12% mainly due to a
higher allocation of central overhead during the year due to the higher
profitability of the business.

Trading performance was much improved during the year, mainly due
to a lower interest rate differential between HK dollars and US dollars
which resulted in a much lower funding swap loss for the year.

Liquidity was prudently managed with the average Liquidity
Maintenance Ratio for the year being maintained at 46%, similar to the
prior year. We continued to grow our high quality liquid assets portfolio
and to manage the cashflow of DSB in a conservative manner given
the overall challenging operating environment and uncertainties faced
during the course of the year.
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HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
Treasury (Continued)

Whilst medium term interest rates generally trended lower during the
year, short term interest rates, particularly HKD, remained elevated
and were quite volatile during the year. In general this had the effect of
putting some pressure on net interest margin, through funding costs
remaining relatively high whilst yields on medium term investments
trended downwards. However to some extent this impact was diluted
due to higher yields on securities purchased some time ago, as well as
the fact that a significant portion of our interest rate risk is hedged via
the use of interest rate swaps.

The credit quality of our portfolio remained strong, with an average
rating of A-, and with no defaults experienced during the year.

Banco Comercial de Macau

Impacted by the US-China trade war, social unrest in Hong Kong and
other uncertainties in the global environment, the Macau SAR economy
experienced various challenges especially in the second half of the
year in 2019. It contracted by 4.7% for the full year of 2019, marking
the worst performance in the past four years, following a steeper
decline in gross gaming revenue during the fourth quarter, whilst gross
gaming revenue dropped by 3.5% in the full year compared to 2018.

Amidst this challenging external environment, Banco Comercial de
Macau, S.A. (“BCM”), the wholly-owned Macau banking subsidiary
of DSB, reported growth in total customer loans by 4.8% from
HK$14,338 million to HK$15,030 million in the year, mainly driven by
mortgage loans, and investment and insurance premium financing.
Total customer deposits increased by 4.1% from HK$18,681 million
to HK$19,451 million. However, as market competition intensified and
higher funding cost was incurred, net interest income was down by
9.9%, which was a key factor leading to the 24% reduction in BCM’s
operating profit before credit impairment losses, and 27% drop in net
profit after tax, when compared with the previous year.
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EBRREME @ HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
BPIR R 1T m) Banco Comercial de Macau (Continued)
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In 2019, BCM continued to execute
its medium term strategy. In terms
of digitalization, following the launch
of the personal loan e-application
platform in 2018, BCM continued
its development and rolled out the
credit card loan online application
platform in June 2019. Investment
was also made to enhance the BCM
website to deliver better user-friendly
customer experience. In November
2019, our mobile banking apps with
biometric solution was launched for
personal BCM Net, which is faster,
more secure and more convenient
mobile banking platform for our
customers. BCM is working to
launch the same to upgrade our
corporate internet banking platform
in 2020.
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BCM UnionPay Dual Currency Diamond Card promotion

In July 2019, BCM launched its first
UnionPay Dual Currency Diamond
Card, the Greater Bay Area (“GBA”) Card, which carries a series
of GBA features and privileges under the UnionPay Diamond Card
platform. Together with DSB China and DSB, BCM also launched
a special China-HK-Macau privilege package for DSB China debit
cardholders, including their VIP customers.

Dah Sing Bank (China)

DSB China’s overall business grew modestly during the year, as
reflected in higher loan and deposit balances. DSB China remains
vigilant and selective on managing and growing its lending business, in
both commercial and retail lending. Tight control on credit underwriting
and risk management was maintained. Its asset quality continued to
further improved during the year.
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HIGHLIGHT OF BUSINESS PERFORMANCE (continued)
Dah Sing Bank (China) (Continued)

DSB China continues to operate in 6 major cities in China, with a
network comprising the Shenzhen headquarters, and branches in
Shanghai, Nanchang, Zhenjiang, Guangzhou (with a sub-branch in
Foshan), and a sub-branch in Shenzhen Qianhai, offering a wide range
of commercial and retail banking lending, deposits and related banking
services to our customers in China and customers that have China-
Hong Kong cross-border banking needs.

The collaboration with the Commercial Banking Division of DSB Hong
Kong to support cross-border transactions of commercial customers
continued to deepen, which had brought to DSB China more
customers, transactions and revenue growth. In December 2019, DSB
China was granted a derivative license, which will enable it to offer
a more comprehensive set of treasury and deposit products to our
Mainland customers.

Bank of Chongqing

BOCQ'’s business performance and financial results generally improved
in 2019, which brought to a 11.6% increase in profit attributable to
shareholders when compared with 2018, despite of a modestly higher
charge for credit impairment losses in the year. Its return on average
shareholders’ funds was 13.0% in the year, slightly higher than
12.8% recorded in 2018. Loans and deposits grew 16.4% and 9.6%
respectively on 2018, with its loan (including trade bills) to deposit ratio
standing at 88.0% at the end of 2019. Non-performing loan ratio was
1.27% at the end of 2019, and non-performing loan coverage ratio at
272%, both had improved when compared with 2018, in terms of asset
quality and higher coverage on non-performing loans.

Our share of BOCQ net profit continued to be recognized on the
equity accounting basis, which amounted to HK$702 million in 2019,
up 6.4% on 2018. Due to a further lowering in the Value in Use on our
investment in BOCQ assessed at June and also at the end of 2019,
a total impairment charge on this investment, at HK$287 million, was
recognized and included in our 2019 consolidated results, compared
with HK$633 million impairment charge on this investment recorded
in 2018. Total impairment allowance on this investment made by the
Group amounted to HK$1,735 million as of the end of 2019.
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EBEREMEZ@ HIGHLIGHT OF BUSINESS PERFORMANCE (Continued)
BEERIT@E Bank of Chongqing (Continued)
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With a lower amount of impairment charge relative to the higher
amount of our share of BOCQ net profit recorded in the year, the
carrying value of our investment in BOCQ, net of the total impairment
allowance, increased to HK$3,889 million at 31 December 2019,
compared with HK$3,621 million as at 31 December 2018.

RISK MANAGEMENT

The Group has further enhanced the implementation of its Risk
Governance Framework, which comprises of a Risk Appetite
Framework setting out high level risk management directions and
tolerance, as well as a Risk Management Framework with policies and
procedures developed to define the risk measurement, monitoring,
reporting and control processes on an enterprise-wide basis to make
sure that business development and operations of the Group are in
line with the risk appetite statement as well as applicable regulatory
requirements.

Risk limits or tolerances are set for the major risks inherent in the
Group’s operations, including both quantifiable risks such as credit
risk, market risk, liquidity risk and interest rate risk, as well as less-
quantifiable risks, which include operational risk, technology risk,
reputation risk, etc. These limits and tolerances are monitored regularly
by management and reported to the Board level Risk Management
and Compliance Committee to achieve proper risk governance and
oversight.

The risk profile of our Group was broadly stable in 2019. The main asset
quality metrics remained largely stable when compared with 2018.
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RISK MANAGEMENT (Continued)

Since the implementation of the accounting standard HKFRS 9 starting
1 January 2018, DSB had implemented a set of Expected Credit
Loss (“ECL”) models to assess the amount of impairment provision
required for the credit portfolios, taking into account macroeconomic
factors, characteristics of the portfolios, as well as forward looking
elements during the ECL calculation process. Regular reviews were
conducted during 2019 to assess the possible developments of
the macroeconomic environments to make sure that major issues
that could affect credit losses in future are properly evaluated and
incorporated in the forward looking assessment.

Moreover, to prepare for the implementation of the Banking (Exposure
Limits) Rule and the revised Supervisory Policy Manual (“SPM”)
Module IR-1 on “Interest Rate Risk in the Banking Book” in July 2019
as well as the revised SPM Module CR-G-13 on “Counterparty Credit
Risk Management” to take effect in 2020, we have taken actions, and
are making further upgrade, to strengthen our risk management and
control processes and complete the necessary system enhancements
such that the Group is well prepared for the implementation of these
revised risk measurements and regulatory standards, and to achieve
compliance by the respective effective dates.

Cybersecurity and effectively mitigating cyber threats are a continuous
and increasing focus of the Group, which is closely monitored by
Management and regularly reviewed at the Board level, including in
the Risk Management and Compliance Committee, as a part of our
risk governance, and to ensure that our cybersecurity objectives and
defence are commensurate with our business needs, protection of
customer data, technology and market developments. The Group
follows the requirement and implementation as mapped out by the
Cybersecurity Fortification Initiative of HKMA, and has implemented
various cybersecurity resilience measures, controls and defences to
safeguard against system attack as well as data breach, including a
multi-layer security infrastructure and various defence and prevention
system tools. The Group has engaged qualified professional firms
to perform ongoing monitoring, detection and mitigation of cyber
intrusion attacks, and conduct assessments as well as simulated
attacks to ensure the robustness of the Group’s cyber defences, and
to enable us to keep abreast of sound market practices.
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2 B E 2 () RISK MANAGEMENT (Continued)
EREEFE  BREEMEREERKREEESR On the anti-money laundering (“AML”) front, apart from our continuing
(BREREMER  BPRRIE - BRPERAT efforts to strengthen our AML risk management framework including
URZZER)ZHN  REBINESE 2B I HE policy and procedures, customer risk assessment, customer due
ERPOT SERG|E RITGIIE  ZRER L diligence, and transaction monitoring (“TM”), we had engaged an
AR SWME  YURBEEFES - RIEBYE independent party to conduct a review on our TM systems and
BHERS  REEE—SHARUE(LT e controls, alert clearance and suspicious transaction reporting, and
AT o NEE TS S fEBRATRATS ongoing customer reviews. In accordance with the recommendations
22 o\ M 45 7 £ B e s M A B o of the independent review, we are making further upgrade on our
TM system model tuning. Continued effort was also made to apply
technology solutions to sustain the effectiveness of our AML control.
EXRRBES CAPITAL AND LIQUIDITY
20194 20184
AEH The Group 2019 2018
MR T 2 EANERR Capital base of banking subsidiaries
(LABBHITat) (HK$ million)
M12H31H At 31 December
— LR — AR — Common Equity Tier 1 21,292 19,747
- —#& — Tier 1 22,191 20,646
- =% — Tier 2 6,263 6,529
HRIR 2 B AR BB Total capital base after deductions 28,454 27,175
BEARFE B LR Capital adequacy ratio*
— LR — Common Equity Tier 1 13.4% 13.1%
— =& — Tier 1 13.9% 13.7%
— B — Total 17.9% 18.1%
MBI MRS =R Liquidity maintenance ratio 46.4% 45.6%
(FEF) (average for the year)

" 2019412 431 B %2018 12 A31H Y B A% 2 The capital adequacy ratio as at 31 December 2019 and 31 December

R AR IT (B IR R PTG 2 4R 1T % AR 1T 2018 represents the consolidated position of DSB (covering BCM and
(RE))HEARN » IR ERITECER) R DSB China) computed on Basel lll basis with reference to the Banking
BV IREERGTINEREE - ZEAEATLE (Capital) Rules. This consolidated capital adequacy ratio takes into
LR EHE D E BRI TTIERBIIRIERE - account market risk and operational risk.

BN R TR K IR T (BRI R TT The liquidity maintenance ratio is calculated as the simple average of
RAFHBT(PER)) RBTBFEE12EARNZE A each calendar month’s average consolidated liquidity maintenance ratio
2B E R R BIRIBGRITECREEM) of DSB (covering BCM and DSB China) for the 12 months of the financial
HAIYETE o year, computed in accordance with the Banking (Liquidity) Rules.
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CAPITAL AND LIQUIDITY (Continued)

The Group maintained healthy capital adequacy ratios over the past
two years whilst the Group pursued its growth strategy and positions
to meet new regulatory rules that will have bearing on the Group’s
regulatory capital ratio.

Our Group continued to maintain throughout the year a high liquidity
maintenance ratio backed by a strong pool of liquid assets including
high quality liquid assets (such as Hong Kong Exchange Fund bills
and notes), cash and placements with banks, and other diversified
marketable securities held for investment and liquidity purposes.

Stress testing on our capital and liquidity positions is a regular and
ongoing exercise conducted by our risk management function, with
the results reviewed by Management on a periodic basis. Regular
update and high-level reporting on our capital and liquidity positions,
including the results of stress testing are submitted to the Board-level
Risk Management and Compliance Committee and highlighted to the
Board.

HUMAN RESOURCES

We continued to make efforts to reinforce the Group’s guiding
principles and values and promote sound culture and employee
conduct within the whole Group. In 2019, we launched our enhanced
performance management process with separate sets of performance
ratings for job and financial, and separately, non-financial performance
factors, where it is emphasized that adverse performance in non-
financial performance factor will lead to reduction or elimination of the
discretionary performance incentive bonus.

Staff positive behaviours are recognized through various programs.
We have rolled out the “Dah Sing Star Awards” (X#Z £ ) since 2016
to recognize colleagues who have exemplified the Group’s guiding
principles and values in their daily work. Recognitions were also
given to those staff members who made special contributions to
improvement in business performance, productivity and effectiveness
of our operations. To gauge employees’ perception of the Bank’s
culture and practices, and to identify areas for enhancement, we
had engaged an external consultant to conduct a culture survey in
September 2019. A culture and conduct related dashboard is also
prepared on a regular basis to facilitate tracking of relevant indicators
and analysis.
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HUMAN RESOURCES (Continued)

In 2019, we introduced or enhanced a number of training programmes
to better support the development and training need of both
managerial and general staff, and to align with the Group’s business
and development needs. To facilitate career progression of staff,
career road maps have been developed. We have also provided full
support to our employees to build competence for performing their
roles effectively and meeting the HKMA’s requirements under the
Enhanced Competency Frameworks for different professions.

We furthered our efforts in fostering a caring culture throughout the
organization. In 2019, we extended group medical insurance benefits
to cover dependents of all employees and flexible work arrangement
in March 2019 to allow employees to spend more time with their
children to prepare for examination, revamped the employee service
award programme, enhanced fringe benefits for senior executives and
continued to implement initiatives to promote staff wellness, such as
NOT JUST A BANK. A HOME. x Work-Life Balance Week and Healthy
Week.

The Group was pleased to receive the 15+ years Caring Company
award from the Hong Kong Council of Social Service during the year in
recognition of our commitment to corporate social responsibility.

To cope with business growth covering the Hong Kong, Macau and
China markets, and the increasing demand for human resources
to strengthen our capabilities in both business units and support
functions, the Group’s headcount further increased in 2019, with the
total number of employees of our Group increasing from 2,899 at the
end of 2018 to 2,970 at the end of 2019.
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CORPORATE GOVERNANCE PRINCIPLES AND
PRACTICES

The Board of Directors (the “Board”) and the Management of Dah Sing
Banking Group Limited (“Company” or “Group”) are committed to
maintaining a high standard of corporate governance practices within
the Group and devote considerable effort to identify and formalize best
practices. We believe that sound and effective corporate governance
practices are essential for delivering sustainable value, enhancing a
culture of business integrity and maintaining investors’ confidence.
Good corporate governance promotes and safeguards the interests of
shareholders and other stakeholders, thereby enhancing the credibility
and reputation of the Group.

Throughout the year ended 31 December 2019, the Company has
applied the principles and complied with all code provisions as set
out in the Corporate Governance Code (“CG Code”) under Appendix
14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (“Listing Rules”) with the exception
of code provision A.4.1 as explained in the following relevant section.
This Corporate Governance Report has been prepared in accordance
with the requirements set out in Appendix 14 of the Listing Rules, and
explains how the Company applies the principles of the CG Code.

BOARD OF DIRECTORS
The Board

The Board is responsible for the leadership and control of the
Company so as to promote its success and continued growth.
The Board is also responsible for ensuring that the Company has
sound systems of risk management, internal control and regulatory
compliance. The Directors, collectively and individually, have a duty to
act in good faith, and to take decisions objectively in the interests of
the Group. The Board sets the business objectives for the Company,
and monitors the execution of those objectives by the Management of
the Company.
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BOARD OF DIRECTORS (Continued)

The Board (Continued)

The Board has delegated the day-to-day responsibility of running the
Group to the Management, and has delegated responsibility for certain
matters to a number of committees, which are described more fully in
the following sections. As defined in the Board’s terms of reference,
there are a number of matters which require the deliberation of the full
Board, and may not be delegated to the committees of the Board or
the Management. These reserved matters include:

- setting and overseeing the objectives and strategies of the
Group

- approving annual budget and business plan, and monitoring
performance and execution of plan

- establishing and overseeing risk governance

- appointment and oversight of senior management, and ensuring
competent management is in place

- setting corporate values and standards

- ensuring a suitable and transparent corporate structure

- ensuring effective audit function and internal control

- ensuring an appropriate level of effectiveness in respect of the
structure, operation and risk management

- matters involving conflict of interest of substantial shareholders
or any Director

- material acquisition or disposal of assets (not in the ordinary
business or operation of the Company), investments and
business reorganization

- appointment of Directors and also appointment of individual
Directors as the chairman or members of Board Committees

- corporate governance functions in respect of the development
and review of policies and practices on corporate governance

- overseeing management in the design, implementation and
monitoring of the risk management and internal control systems

- evaluating and determining the Company’s ESG-related
risks, and ensuring that appropriate and effective ESG risk
management and internal control systems are in place
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BOARD OF DIRECTORS (Continued)

Board Composition

As at 31 December 2019, the Board comprised 8 Directors, namely
Messrs. David Shou-Yeh Wong (Chairman), Hon-Hing Wong (Derek
Wong) (Vice Chairman, Managing Director and Chief Executive),
Gary Pak-Ling Wang (Group Chief Financial and Operating Officer)
and Nicholas John Mayhew (Deputy Chief Executive) as Executive
Directors (“EDs”), and Messrs. Robert Tsai-To Sze, Seng-Lee Chan,
Yuen-Tin Ng and Blair Chilton Pickerell as Independent Non-Executive
Directors (“INEDs”). There is a strong independent element in the
Board to ensure the independence and objectivity of the Board’s
decision-making process as well as the thoroughness and impartiality
of the Board’s oversight of the Management.

The Board possesses appropriate experience, competencies and
personal qualities to discharge its responsibilities adequately and
effectively. In addition, the Board collectively has adequate knowledge
and expertise relevant to the business activities of the Company in
order to ensure effective governance and oversight. Brief biographical
particulars of the Directors are set out in the Directors’ and Senior
Management’s Profile of this Annual Report. The Company has
maintained on the respective websites of Dah Sing Bank and Hong
Kong Exchanges and Clearing Limited (“HKEX”) an updated list
of its Directors including their roles and functions and whether
they are INEDs. INEDs are also identified as such in all corporate
communications that disclose the names of the Company’s Directors.

The independence of the INEDs has been assessed in accordance with
the guidelines set out in Rule 3.13 of the Listing Rules. Following such
assessment, the Board considers all the INEDs to be independent.
Further, the Company has also received from each of the INEDs an
annual confirmation of his independence.

The Company issues appointment letters to each of the NEDs (including
INEDs), setting out the terms and conditions of their appointment.
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BOARD OF DIRECTORS (Continued)

Chairman and Chief Executive

The Company acknowledges that there are two key aspects of its
management — the management of the Board and the day-to-day
management of its business, and that there should be a clear division
of these responsibilities at the Board level to ensure a balance
of power and authority, so that no single individual should have
unfettered powers of decision.

The posts of the Chairman and the Chief Executive are held separately
by Mr. David Shou-Yeh Wong and Mr. Hon-Hing Wong (Derek Wong)
respectively. This segregation ensures a clear distinction between
the Chairman’s responsibility to manage the Board and the Chief
Executive’s responsibility to manage the Company’s business and
a balance of power and authority. The Chairman mainly provides
leadership for the Board to ensure that the Board discharges its
responsibilities effectively, and that all key and appropriate issues are
discussed by the Board in a timely manner. The Chairman possesses
the requisite experience, competencies and personal qualities to fulfill
these responsibilities. The Chief Executive is responsible for the day-
to-day management of the Company to provide business direction
and operational leadership for the benefit of the Group’s businesses,
enhance shareholder value and ensure sound internal control.

NEDs (including INEDs)

The Company has 4 INEDs. Each of the INEDs has provided to the
Company confirmation of his independence as required under Rule
3.13 of the Listing Rules. The Company has complied with Rule 3.10(1)
and (2) and 3.10A with sufficient number of INEDs who possess the
appropriate professional qualifications and experience.

Pursuant to code provision A.4.1 of the CG Code, NEDs should be
appointed for a specific term, subject to re-election. The NEDs 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.
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BOARD OF DIRECTORS (continued)
NEDs (including INEDs) (Continued)

NEDs, as equal Board members, give the Board and any committees
on which they serve the benefit of their skills, expertise and varied
backgrounds and qualifications through regular attendance and
active participation. They attend regular and special Board meetings,
and are encouraged to attend the general or extraordinary general
meeting of the shareholders of the Company. The NEDs make valuable
contribution to the development of the Company’s strategy and
policies through independent, constructive and informed comments
and suggestions.

Board Process

Board meetings are held at least four times each year at approximately
quarterly intervals, and additional board meetings are held as
necessary. Details of Directors’ attendance at the Board meetings
and the annual general meeting in 2019 are set out in the section on
Attendance Records of this Corporate Governance Report.

Notice of at least 14 days is given of regular Board meetings to give
all Directors an opportunity to attend. For all other Board meetings,
reasonable notice is given in advance. Directors may submit to
the Company Secretary, in writing, and at least 7 days in advance,
matters that they would like to include in the agenda for regular Board
meetings. Minutes of the Board and committees of the Board are kept
by the Company Secretary or the secretary of the relevant committees,
and are open for inspection at any reasonable time on reasonable
notice by any Director.

Other than regular Board meetings, the Chairman also meets with the
INEDs, without the presence of other Directors and other Management
staff, to facilitate open and frank discussion on issues relating to the
Company.
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BOARD OF DIRECTORS (continued)
Board Process (Continued)

Directors may, upon reasonable request, seek independent
professional advice in appropriate circumstances, at the Company’s
expense. In circumstances where Directors believe that independent
advice is needed, they should approach the Company Secretary or the
Chief Executive in the first instance with their request. No such request
will be unreasonably denied, and the Company Secretary or the
Chief Executive will endeavor to identify and engage an appropriate
professional adviser at the expense of the Company. The Company
maintains appropriate insurance cover in respect of legal action
against its Directors.

Corporate Governance Functions

The Board is responsible for performing the corporate governance
duties including:

to develop and review the Group’s policies and practices on

corporate governance

- to review and monitor the training and continuous professional

development of directors and senior management

- to review and monitor the Group’s policies and practices on
compliance with legal and regulatory requirements

- to develop, review and monitor the code of conduct and
compliance manual applicable to employees and directors

- to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report
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BOARD OF DIRECTORS (Continued)

Corporate Governance Functions (Continued)

The following is a summary of the matters relating to the above
corporate governance duties reviewed and discussed by the Board in
2019:

Corporate Governance Report of 2018

- Environmental, Social and Governance Report of 2018

- Management’s confirmation on effectiveness of risk management
and internal control systems of the Group

- Amendments to the Corporate Governance Code and Corporate
Governance Report and related Listing Rules and related action
items

- Revised Group Remuneration Policy

- Dividend Policy

- Director Nomination Policy

- Revised Terms of Reference of the Audit Committee

- Revised Terms of Reference of the Nomination and Remuneration
Committee

- Continuing Connected Transactions
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BOARD OF DIRECTORS (Continued)

Code for Securities Transactions by Directors

The Company has adopted its own code 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 during the year ended 31 December 2019.

Appointment and Re-election of Directors

A director appointed to fill a casual vacancy shall be subject to election
by shareholders at the first general meeting after his/her appointment.
Pursuant to code provision A.4.2 of the CG Code, every director,
including those appointed for a specific term, should be subject
to retirement by rotation at least once every three years. All new
Directors are subject to election by shareholders of the Company at
the next annual general meeting after their appointments have become
effective. All other Directors of the Company are subject to retirement
by rotation at least once every three years.
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EEgRE Delegation by the Board

EFeE TREARERFMNEEGURERES The Nomination and Remuneration Committee and the Audit

g UBbhEFSRITHES - Committee were set up under the authority of the Board, to assist the
Board in carrying out its responsibilities.

Y EELFNEESGUREZZEGHA The current composition of the Board, the Nomination and

ZRREHAFIMT

Remuneration Committee and the Audit Committee is as follows:

=g Board
BITES EDs
EFRE(FRE) David Shou-Yeh Wong (Chairman)
=R (FEE Hon-Hing Wong (Derek Wong) (Vice Chairman,
EFAATIEFH T ARE) Managing Director and Chief Executive)
TRE(EBYHREERE Gary Pak-Ling Wang (Group Chief Financial and Operating Officer)
B (BT TEAEEL) Nicholas John Mayhew (Deputy Chief Executive)
BIkBTES INEDs
s EMR Robert Tsai-To Sze
Gl Seng-Lee Chan
RRH Yuen-Tin Ng
EME Blair Chilton Pickerell
RER Nomination and
FTMZEES Remuneration Committee EREEE Audit Committee
BYKHITEE  INEDs BYKHITEE  INEDs
BRESFI(E£/) Seng-Lee Chan (Chairman) B (EE) Robert Tsai-To Sze (Chairman)
£ &k Robert Tsai-To Sze ER A5 A Seng-Lee Chan
RIRHE Yuen-Tin Ng
HITES ED
FFE David Shou-Yeh Wong
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BOARD OF DIRECTORS (Continued)

Induction and Training for Directors

A newly appointed Director is provided with a Director’s induction
handbook and materials relevant to the Company and briefed by the
Management to ensure that the Director has a proper understanding of
the operations and business of the Group and that he or she is aware
of his or her responsibilities under the relevant laws and regulations.
The Company also organized continuous professional development
and training to its Directors to ensure that they are fully aware of their
responsibilities under the applicable laws and regulations.

Directors participated in continuous professional development to
develop and refresh their knowledge and skills. During the year, the
Company has organized board briefings for Directors. All Directors
provided to the Company Secretary a record of the training they
received in 2019.

The Directors received trainings on the following areas during the year:

b
Training Areas
REEE/
BEERE/ EEEK %/
TEER RER B %
Regulatory/ Group’s  Macroeconomics/
Corporate Business and Business/
= Directors Governance Management Financial
BUFHTEE INEDs
F &M Robert Tsai-To Sze v v v
BREEFI Seng-Lee Chan v v g
RRH Yuen-Tin Ng v/ v v/
EhE Blair Chilton Pickerell v/ v/ v/
HiTEE EDs
FFE David Shou-Yeh Wong v v v
HEH Hon-Hing Wong (Derek Wong) v v g
FrE Gary Pak-Ling Wang v/ v v/
FiE Nicholas John Mayhew / v v/
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE

Nomination of Directors

The terms of reference of the Board sets out the requirement for a
formal, considered and transparent procedure for the appointment
of new directors to the Board. The terms of reference also explicitly
prohibit the delegation of decisions regarding the appointment of
new directors to sub-committees of the Board or to the management
of the Company, and require that such appointments are made after
deliberation by the full Board.

Remuneration of Directors

The Remuneration Committee was established by the Company in
August 2005 with specific written terms of reference setting out its
roles and responsibilities. The Committee was reconstituted as the
Nomination and Remuneration Committee (“NRC”) of the Company in
August 2006 with a set of updated terms of reference. The NRC has
the following roles and responsibilities:

- To make nomination or review and endorse the nomination
for appointment as directors, and to review and endorse the

nomination for appointment as senior management

- To assist the Board in discharging its responsibility for the design
and operation of the Company’s remuneration system

- To review and make recommendation to the Board in respect of
the Company’s remuneration policy and practices

- To review and endorse the specific remuneration packages of

directors and senior management

- To ensure that regular review of the Company’s remuneration
system and its operation is conducted
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

Corporate Governance Duties

The NRC also performs the following duties:

- To review the structure, size, composition and diversity of the
Board and also its committees at least annually and make
recommendations on any proposed changes to the Board

- To regularly review the efficiency and effectiveness of the
functioning of the Board and also its committees, particularly in
respect of the composition of Board and committee members

- To review the Director Nomination Policy

- To review the Board Diversity Policy, the related measurable
objectives and the progress on achieving these objectives

- To advise and assist the Board in discharging its culture reform
and related responsibilities

The NRC is chaired by an INED and the majority of the members are
INEDs. The current members of the NRC are Mr. Seng-Lee Chan
(Chairman), Mr. Robert Tsai-To Sze and Mr. David Shou-Yeh Wong.
The terms of reference for the NRC are available on the websites of
Dah Sing Bank and HKEX.

The NRC held four meetings in 2019. The attendance record of the
NRC members at NRC meetings held in 2019 is set out in the section
on Attendance Records of this Corporate Governance Report.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



DEEARE
CORPORATE GOVERNANCE REPORT

EEZEE-RIENTMEZEEEW

RERFNEEGR2019F 2 THERENT -

- BRMERRTESKSEEEABZHMN
KF

- BRNERERZEER

- BRMERBGEITEFRIOMITESZ
< 1ERT

—  BRDERAKE B EARE R

BT

- BRAXTDFMHIELEBZHE

-  BREARRRAKHROTZEEZER

—  BEAMRITEFZ22018FRAE

—  BERREAFETIRGH R AR E S
fE5t 8

—  BEAEBREIUCAETE 2 B3 RRTT
XeE 2 B B

BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

Corporate Governance Duties (Continued)

The following is a summary of the work of the NRC during 2019:

- Reviewing and endorsing the remuneration levels for executive
directors and senior management

- Reviewing and endorsing the re-election of directors

- Reviewing and endorsing the adjustment of fees payable to the
INEDs and NEDs

- Reviewing and endorsing the Group’s remuneration policy and
related systems and practices

- Reviewing the disclosure on the Company’s remuneration
systems and practices

- Reviewing the Board governance of the Company and Dah Sing
Bank

- Reviewing the 2018 Board evaluation of Dah Sing Bank

- Reviewing and endorsing the succession plan for the Chief
Executive and Division Head positions of Dah Sing Bank

- Reviewing the culture enhancement initiatives pursued by the
Group and the self-assessment on Bank Culture Reform
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

The Group’s Remuneration Policy

The Group’s policy on remuneration is to maintain fair and competitive
packages for its employees, which are commensurate with market
terms, and are based on business needs, expertise and quality of
the individuals, and with proper reference to industry practice and
regulatory guidelines.

For determining the level of fees paid to members of the Board of
Directors, market rates and factors such as each director’s workload
and required commitment will be taken into account. The following
factors are considered when determining the remuneration packages
of EDs:

- Business needs and performance

- The economy and business conditions in general

- Each individual’s contributions to the Group

- Risk related performance

- Reference to market pay level commensurate with the
individual’s responsibility

- Consideration of regulatory guidelines
- Retention considerations and each individual’s potential

During the process of consideration, no individual director will be
involved in decisions relating to his/her own remuneration.
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

Board Diversity Policy

The Board Diversity Policy was adopted by the Board in December
2013 which is subject to regular review to ensure its effectiveness.
The Board Diversity Policy aims to set out the approach to achieve
diversity on the Company’s Board in order to enhance the quality of its
performance which in turn benefits the Company and its business as a
whole.

The Company recognizes and embraces the benefits of having
a diverse Board in supporting the attainment of its sustainable
development. Board diversity has been considered from a number of
aspects. Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, ethnicity,
cultural and educational background, professional experience,
skills, knowledge, independence and length of service. All Board
appointments will be based on meritocracy, and candidates will be
considered against objective criteria, having due regard for the factors
on personal attributes outlined above, expectation on contribution to
the Board, and the benefit of diversity of the Board.

The NRC will review and report annually, in the corporate governance
report to the Board, a summary of the Policy, the measurable
objectives to implement the Policy and progress made towards
achieving those objectives.
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

Director Nomination Policy

The Director Nomination Policy was adopted by the Board in May
2019 which is subject to regular review to ensure its effectiveness.
The Director Nomination Policy describes the process for identifying
and evaluating potential candidates for appointment to the Company’s
Board of Directors.

In assessing the suitability of the candidates for nomination as Director,
the NRC shall consider the candidates on the basis of the selection
criteria set out in the Director Nomination Policy which includes his/
her reputation for integrity, accomplishment and experience in the
financial services industry or other industries, commitment in respect
of available time and relevant interest, diversity perspectives including
but not limited to gender, age, ethnicity, cultural and educational
background, professional experience, skills, knowledge, independence
and length of service, and independence criteria as set out in
Rule 3.13 of the Listing Rules in respect of proposed appointment of
independent non-executive director.

For appointment or election of a new Director, the NRC shall take the
lead in identifying candidates suitably qualified to become a Director.
The NRC may solicit ideas for identification of candidates from a
number of sources including present members of the Board, senior
management and individuals personally known to the members of the
Board. The NRC and senior management will also consider information
and comment on individual candidates coming from other sources,
including but not limited to well regarded senior business executives
or professionals, professional firms, and business associates. Any
shareholder of the Company may nominate a person for election
as a director of the Company at a general meeting and the relevant
procedures are set out in the Procedure for Nomination of Directors by
Shareholders which are available on the website of Dah Sing Bank.

The NRC shall consider candidates recommended as nominees for
directors submitted to the NRC by any directors, senior management
or shareholders of the Company, provided that in the case of
shareholder recommendations, such nomination shall comply with the
notice requirements set forth in the Company’s Articles of Association.
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BOARD COMMITTEE - NOMINATION AND REMUNERATION
COMMITTEE (Continued)

Director Nomination Policy (Continued)

The NRC shall endeavor to consider and select individuals who
possess the qualifications, qualities and skills to effectively make
contribution to the Board. In conducting the assessment, the NRC
shall take into account the selection criteria set out in the Director
Nomination Policy as well as the prevailing composition of the Board
to maintain a balance of perspectives, qualifications, qualities and
skills amongst members of the Board. The NRC shall then make
recommendations or endorsement to the Board on the appointment of
the candidates for directorship.

For retiring directors who are eligible for re-election at general
meetings, the NRC shall determine if the incumbent directors
consenting to re-nomination continue to be qualified and proposes the
retiring directors for re-election.

BOARD COMMITTEE - AUDIT COMMITTEE

The Audit Committee (“AC”), established by the Board of the Company,
is responsible for ensuring the objectivity and credibility of financial
reporting, reviewing the internal control system and compliance with
regulatory requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors, and that in
presenting results to the shareholders, the Directors have exercised
the care, diligence and skills prescribed by laws, and that appropriate
accounting and financial reporting standards are followed.

The AC makes recommendations to the Board regarding the
appointment of the head of internal audit and reviews the effectiveness
of the internal audit function.

The AC makes recommendation to the Board on the selection,
oversight and remuneration of external auditors. The AC reviews and
monitors the external auditors’ independence and objectivity and
the effectiveness of the audit process in accordance with applicable
standards.
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BOARD COMMITTEE - AUDIT COMMITTEE (Continued)

The AC reviews and monitors the integrity of the Company’s annual
and interim financial statements, including significant financial
reporting judgments used in producing the financial statements.

The AC reviews the Company’s internal controls and reports its major
findings and comments to the Board. Descriptions of the Company’s
internal control system are set out below, whilst for risk management,
these are shown in the Supplementary Financial Information under Risk
Management and described with appropriate financial quantification
in the Financial Risk Management sections as notes to the annual
financial statements.

The terms of reference for the AC are available on the websites of Dah
Sing Bank and the HKEX.

The current members of the AC are Mr. Robert Tsai-To Sze (Chairman),
Mr. Seng-Lee Chan and Mr. Yuen-Tin Ng. All of the members of the AC
are INEDs with extensive experience in banking, finance and business
management. The AC’s chairman, Mr. Sze, is a qualified accountant
and was a partner of a predecessor firm of PricewaterhouseCoopers
up to June 1996. None of the other committee members are employed
by or otherwise affiliated with the former or existing external auditors
of the Company.

The AC members meet at least three times a year with the Company’s
senior Management, the head of internal audit and the external
auditors. In 2019, a total of three meetings were held.

The attendance record of AC members at the AC meetings held in
2019 is set out in the section on Attendance Records of this Corporate
Governance Report.

To enable Directors to be informed of the discussions and decisions of
the AC, members of the AC who also attend meetings of the Board will
advise on matters of significance relating to the financial statements
and the internal control system of the Group discussed in the AC. In
addition, a report highlighting the matters reviewed and dealt with by
the AC is submitted to the Board on a half-yearly basis.
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BOARD COMMITTEE - AUDIT COMMITTEE (continued)

The following is a summary of the work of the AC during 2019 in
discharging its responsibilities:

a. Review of, and providing advice and recommendations to the
Board for the approval of the 2018 results announcements and
audited financial statements of the Group, and the 2019 interim
results and interim report;

b. Review of external auditors’ findings and comments, and
management’s reports on major accounting and financial
disclosure matters in respect of 2018 audit and financial

statements;

C. Review of the Corporate Governance Report of 2018 for inclusion
in the Company’s 2018 annual report and the key changes to the
Corporate Governance Code of the Listing Rules;

d. Approval of the reports to the Board providing a summary of the
issues, focuses and discussion reviewed and dealt with by the
AC in the second half of 2018 and the first half of 2019;

e. Review of connected party transactions and disclosure;

f. Review and approval of the appointment and remuneration of
external auditors;

g. Review and approval of the external auditors’ audit plan;

h. Review and approval of internal audit plan;

i Review of the internal audit’s work, findings and recommendations;

j- Review of updates from the Compliance Division of the Group on
the Hong Kong Monetary Authority (“HKMA”) examinations and

regulatory concerns, management’s actions in implementing the
HKMA'’s recommendations;
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k. HHBEBGMAGEGz EERSH KT k.  Review of the highlights of major new accounting and financial
BHMEEARIES 2 28 - UREFEMZELE reporting standards and guidance issued by the Hong Kong
AIRIESIAEB 22 & Institute of Certified Public Accountants, and impact to the

Group on their adoption; and

EHRE019FEV B BEKZEESS I Review of significant accounting treatments for the preparation

BIEHE e of 2019 financial statements.
2R LR ATTENDANCE RECORDS
FREELHF019FEE=CEE FRLETE The attendance of individual Directors at the Board meetings, Audit
o RERTHEEE R R2019FRRBFA Committee meetings, Nomination and Remuneration Committee
TR LBEEENNT meetings and the 2019 Annual General Meeting held in 2019 are as

follows:
HE/BEREE

Attended/eligible to attend

EAREH HE20195
ZE® RRBEAS

EHZEE  Nomination and Attended

S Audit Remuneration 2019 Annual
= Directors Board Committee Committee  General Meeting
BUHATEE INEDs
L ERE Robert Tsai-To Sze 4/4 3/3 4/4 v
BREsF Seng-Lee Chan 474 3/3 4/4 v
RIRH Yuen-Tin Ng 4/4 3/3 N/A v
i Blair Chilton Pickerell 4/4 N/A N/A v
FHITEE NED
BAZ Jun Fujimoto 2/2 N/A N/A v

(FA20194°8 A27 B &HT) (resigned on 27 August 2019)

HITEE EDs
B David Shou-Yeh Wong 474 N/A 4/4 v
HEH Hon-Hing Wong (Derek Wong) 4/4 N/A N/A v
Fak Gary Pak-Ling Wang 4/4 N/A N/A v
FigE Nicholas John Mayhew 474 N/A N/A v
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ACCOUNTABILITY AND AUDIT

Financial Reporting

It is the responsibility of the Board to present a balanced, clear and
comprehensible assessment of the Company’s performance, position
and prospects.

Management is responsible for providing sufficient explanation and
information to the Board to enable the Board to make an informed
assessment of the financial and other information put before the Board
for approval.

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. As at 31 December 2019, the
Directors are not aware of any material uncertainties relating to events
or conditions which may cast significant doubt upon the Group’s
ability to continue as a going concern. The Directors have prepared
the financial statements of the Group on a going-concern basis.
The responsibility of the Group’s external auditor on the financial
statements is set out in the Independent Auditor’s Report attached to
the Group’s financial statements.

The Board is also responsible for providing a balanced, clear and
understandable assessment to annual and interim reports, other price-
sensitive announcements and other financial disclosures required
under the Listing Rules, as well as to information required to be
disclosed pursuant to statutory or regulatory requirements.

Internal Controls

The Board has delegated to management the responsibility to
develop and maintain a sound internal control system. The internal
control system, operating through a framework of management and
operational controls, and risk management systems, is intended to
allow the Board to monitor the Group’s business performance and
financial positions, to control and adjust risk exposures, to adopt
sound business practices, to obtain reasonable assurance on controls
against fraud and errors, to ensure compliance with applicable laws
and regulations, and to exercise oversight on and provide guidance
to management in achieving the Company’s objectives. However, it
should be recognized that the Group’s internal control procedures
can only provide reasonable, not absolute, assurance against material
errors, losses or fraud.
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A EBEEIE () Internal Controls (Continued)

AEECRIGHENGHFERAES  EX2 The key procedures that the Group has established to maintain an
BFraT : effective internal control system are as follows:
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- A clear management organizational structure is set up with well-
defined lines of authority, accountability and responsibilities.

- Specialized committees are formed to oversee and control
significant risk factors, such as credit risk, liquidity and interest
rate risks, operational risk and compliance risk.

- Regular reporting of the performance of the Company’s
businesses to senior management and management
committees. Actual performance results against budgets are
closely monitored. The Board reviews the Group’s business and
financial performance on a quarterly basis.

- Written policies and procedures are established to facilitate
proper assessment of customers, services to customers,
segregation of duties, accuracy and completeness of transaction
processing, safeguarding of assets, credit control and risk
monitoring, control of business exposures, compliance control
and monitoring (including anti-money laundering (“AML")),
staff training, IT development, IT governance and information
security, business continuity planning, financial control (including
accounting, regulatory reporting, financial reporting to comply
with regulatory and financial reporting standards, management
accounting and budget control, reconciliation of accounts), and
system of management oversight including the operations of
various functional committees.

- The independent internal audit function monitors compliance
with management policies and procedures, and regulatory
requirements; and will conduct a wide variety of internal
control reviews and audit activities such as compliance audits
and operations and systems reviews to ensure the integrity,
efficiency and effectiveness of the systems of control. The Head
of Internal Audit reports functionally to the Audit Committee and
administratively to the Chief Executive with direct access to the
Executive Committee.
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ACCOUNTABILITY AND AUDIT (Continued)

Internal Controls (Continued)

- The independent group risk function monitors and reports the
Group’s risk positions and analysis to senior management, Risk
Management and Compliance Committee and the Board, and
operates to sustain a sound asset quality and risk control in the
portfolio of the Group’s businesses with due consideration of a
proper risk and return balance.

- The Group continues its ongoing upgrade of risk management
framework and capabilities to strengthen its risk control and
effectiveness, which are key to the maintenance of sound
internal control process of the Group.

- The Group Compliance Committee at the management level
serves to uphold a high level of awareness and accountability
of compliance requirements and is responsible for overseeing
and guiding the development, maintenance and enhancement of
compliance system, policies and practices to ensure compliance
with all statutory requirements and regulatory guidelines. The
Group Compliance Division performs an independent on-going
monitoring and advisory role on the Group’s compliance with
relevant rules and regulations, while the AML and Financial Crime
Risk Department manages and oversees AML and financial
crime risk of the Group.

Assessment of Internal Control System

In assessing the effectiveness of the internal control system, the
Board has considered reviews performed by the Audit Committee and
Management, and the findings of both internal and external auditors.

Under the direction of the Audit Committee, the Group’s Internal Audit
conducted an assessment covering all material controls, including
financial, operational and compliance controls and risk management
practices. The 2019 reviews included an annual assessment of internal
control system with reference to the comments made by both internal
and external auditors, policies and procedures of the Group, regulatory
guidelines and the CG Code regarding internal controls. The Group will
continue to work to enhance its internal control system and processes.
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RISK MANAGEMENT AND INTERNAL CONTROL

It is the responsibility of the Board to evaluate and determine the
nature and extent of the risks it is willing to take in achieving the
Group’s strategic objectives, and ensuring that the Group establishes
and maintains appropriate and effective risk management and
internal control systems. The Board is also responsible for overseeing
Management in the design, implementation and monitoring of the risk
management and internal control systems. Management has to provide
a confirmation to the Board on the effectiveness of these systems.

The Group’s risk management and internal control systems are
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable and
not absolute assurance against material misstatement or loss. Such
systems comprise a well-established organisational structure and
comprehensive policies and standards. Areas of responsibilities
for each business and functional unit are clearly defined to ensure
effective checks and balances.

Procedures have been designed for safeguarding assets against
unauthorised use or disposition; for maintaining proper accounting
records; and for ensuring the reliability of financial information used
within the business or for publication. The procedures provide
reasonable but not absolute assurance against material errors, losses
or fraud. Procedures have also been designed to ensure compliance
with applicable laws, rules and regulations.

Systems and procedures are in place in the Group to identify,
control and report on the major types of risks the Group encounters.
Business and functional units are responsible for the assessment of
individual types of risk arising under their areas of responsibilities,
the management of the risks in accordance with risk management
procedures and the reporting on risk management. The Group
maintains an effective risk management framework through the
setting up of specialised management committees for the oversight
and monitoring of major risk areas and the establishment of risk
management departments for relevant functions of the Group.
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RISK MANAGEMENT AND INTERNAL CONTROL (Continued)

Risk management reports are submitted to the relevant committees
and ultimately to the Board or its delegated Board committee for
oversight and monitoring of various types of risk associated with the
Group’s businesses and operations. The Group’s risk management
policies and major control limits are approved by the Board or its
delegated Board committee. Operating and risk performance are
monitored and reviewed against relevant risk limits regularly according
to established policies and procedures.

Annual Assessment

The Group has implemented control self-assessment process on
risk management and internal control systems with reference to the
requirements of the CG Code of the Listing Rules covering all material
controls, including financial, operational and compliance controls as
well as risk management functions. The self-assessments on the setup
and effectiveness of risk management and internal control systems
included assessment conducted by Management and risk control
departments, review and endorsement performed by Internal Audit
function, and review and confirmation by senior management of the
Group.

The results of the 2019 review, which have been reported to the AC

and the Board, concluded that the Group’s risk management and
internal control systems were effective and appropriate.

RIRITEREER AT 2019F F 8,



ERERRE

CORPORATE GOVERNANCE REPORT

60

R EBE

REBRINIEZINGE - REEZBHLIEA
EEHPHEFEREEEREABREREEE
E BERUSEER ANEBRHHYARERE
IR FE PRI AT R B ) AR S BB L i B IR AE 2R - 42
RERRFHER METRE RS MAMRHRE
I REFEBORER o

NBERBEFHED —RAGERTIERRES
ERRREEMZEHERNFEBERARNEXEZE
ER(ES)EFSER - T LARREZER
EWTR A ARERBTARNEEERE
AERIEL M BN Y XA SIEEN T
DMEMBRNE -

SN 2 B R &

AR BRI B A A RSN B 2 R oK
BEHEMERA ([ BERKEB )R RNEEM
WREITER B ©

ARRRHEHBERK AN - XEEHITERBUKE
ERARB ZINERBEN 2B R REIEER
T IR BERBOKERBEZAINZ RS - B
A 3 EEMEM R RREEERS -

BREBEZRBEIN  BEAACGEUABGITRRFR
2019F FAR/RAEERHEZIINRY - BREE
B R B EAR  RESBERRE - &5
AEBPMEERHEE - EHRFARIRT
BRAF0EETEMMISHHRE BIHER
B2 BF RAEEE TRIERE - BRERNA
ARESYR 2 AL AT A -

INTERNAL AUDIT

The Group has established an Internal Audit function. The primary role
of the Internal Audit function is to help the Board and Management
to protect the assets, reputation and sustainability of the Group. The
Internal Audit function provides independent and objective assurance
as to whether the design and operational effectiveness of the Group’s
framework of risk management, control and governance processes, as

designed and represented by the Management, is adequate.

Results of audit work together with an assessment of the overall risk
management and control framework are reported to the AC or the
Board as appropriate and at least annually. The Internal Audit function
also reviews the Management’s action plans in relation to audit
findings and verifies the adequacy and effectiveness of the mitigating
controls before formally closing the issue.

EXTERNAL AUDITORS’ INDEPENDENCE AND
REMUNERATION

The Company has reviewed and is satisfied with the independence of
the Company’s external auditors, PricewaterhouseCoopers (“PwC”),
for performing the audit of the Group’s financial statements.

The Company will use the non-audit services of PwC only when the
Company can benefit in a cost-effective manner and the independence
and objectivity of PwC as the Company’s external auditors can be
maintained. Otherwise, professional services from other firms are used.

In addition to audit related services, PwC, based on agreed-upon
procedures, provided the Group non-audit services during 2019
including review of tax returns and computation, tax advisory services,
review of the Group’s interim financial disclosure, and review of the
update on the offering circular of Dah Sing Bank, Limited’s US$2 Billion
Euro Medium Term Note Programme, and independent assessments
of certain operational processes, risk management and internal control
of the Group.
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EXTERNAL AUDITORS’ INDEPENDENCE AND
REMUNERATION (Continued)

The remuneration paid/payable to PwC in respect of audit services and
non-audit services for the year ended 31 December 2019 is set out as
follows:

BEXft AXfFZEA
Fee paid/payable
(F#&x)
RAD B R RE Services rendered for the Company (HK$’ 000)
EIRE Audit services 9,430
FEZLAIMNRTE - Non-audit services:
. EEETOBMNTISPE . Review of the updated Euro Medium Term Note 770
SRAE(TFHE]) & Programme (the “Programme”) and professional work
RITERITIERTBI T &7 on new subordinated note issue of Dah Sing Bank
MEEEGNEETE under the Programme
J HEERRERE  BHAER D Compliance reviews and independent assessments 6,251
BIE HEMASIERSE on operational risk management, technology
RS R B AT risk management, new IT system projects etc.
. MAEEEE MR e Tax compliance review on taxation computation and 1,054
R IEET E A ARG advisory service on compliance with new tax regulations
ZRIEEHRES relevant to the Group
o  Hits e Others 159
aH Total 17,664
BRRZBE COMMUNICATION WITH SHAREHOLDERS
BNER Effective Communication
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The Board attaches great importance to communication with
shareholders. The Annual General Meeting (“AGM”) provides a
useful forum for shareholders to exchange views with the Board. The
Chairman of the Board and all Directors make a strong effort to attend.
The Chairmen of the Board Committees and a representative of the
external auditors also attend the AGM to take shareholders’ questions.

The Management holds group meetings with analysts in connection
with the Company’s annual and interim results. Apart from the
above, designated senior executives maintain regular dialogue with
institutional investors and analysts to keep them abreast of the
Company’s development, subject to compliance with the applicable
laws and regulations.
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COMMUNICATION WITH SHAREHOLDERS (Continued)

Effective Communication (Continued)

Moreover, the website of Dah Sing Bank (www.dahsing.com)
offers shareholders convenient access to the Company’s financial
information, announcements/circulars and information on the
Company’s corporate governance structure and practices, in addition
to business and corporate social responsibility activities of the Group.

Convening an Extraordinary General Meeting

Shareholder(s) holding not less than 5 percent of the total voting rights
of the Company may put forth requisition to convene an Extraordinary
General Meeting of the Company.

The requisition must (i) state the objectives of the meeting, (ii) be
signed by the requisitionist(s) and (i) be deposited at the Company’s
registered office at 36th Floor, Everbright Centre, 108 Gloucester
Road, Hong Kong or in electronic form. It may also consist of several
documents in like form, each signed by one or more requisitionist(s).

The requisition must also state (i) the name(s) of the requisitionist(s),
(i) the contact details of the requisitionists(s) and (iii) the number of
ordinary shares of the Company held by the requisitionist(s).

The Directors must proceed to convene an Extraordinary General
Meeting within 21 days from the date of the deposit of the requisition.
Such meeting should be held on a date not more than 28 days after
the date on which the notice convening the meeting is given.

If the Directors fail to convene the Extraordinary General Meeting
as aforesaid, the requisitionist(s), or any of them representing more
than one-half of the total voting rights of all of them, may themselves
convene the meeting. Any meeting so convened shall not be held
after the expiration of three months from the date of the deposit of the
requisition.

A meeting so convened by the requisitionist(s) shall be convened in the
same manner, as nearly as possible, as that in which meetings are to

be convened by the Directors.

Any reasonable expenses incurred by the requisitionist(s) by reason of
the failure of the Directors to duly convene a meeting shall be repaid to
the requisitionist(s) by the Company.
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COMMUNICATION WITH SHAREHOLDERS (Continued)
Putting forward proposals at general meetings

Shareholders representing not less than 2.5 percent of the total voting
rights of all shareholders, or not less than 50 shareholders, who are
entitled to vote on a resolution at a general meeting, may:

- put forward a proposal at a general meeting

- circulate to other shareholders a written statement with respect
to matters to be dealt with at a general meeting

Shareholders may refer to section 580 of the Companies Ordinance
(Chapter 622 of the Laws of Hong Kong) for further details on
the shareholder qualifications and the procedures and timeline in
connection with the above.

Submission of enquiries to the Board

Shareholders may send their enquiries requiring the Board’s attention
to the Company Secretary at the Company’s registered office at 36th
Floor, Everbright Centre, 108 Gloucester Road, Hong Kong. Questions
about the procedures for convening or putting forward proposals at an
Annual General Meeting or Extraordinary General Meeting may also be
put to the Company Secretary.

Shareholders Communication Policy

The Company has in place a Shareholders Communication Policy
which sets out the Company’s practices in relation to communication
with shareholders and the investment community. The Policy is
available on the website of Dah Sing Bank (www.dahsing.com).

Dividend Policy

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

A Guideline on the Control and Disclosure of Inside Information is in
place, which sets out the guiding principles, procedures and internal
controls for the handling of confidential inside information, and
dissemination of inside information in a timely manner so as to allow
all stakeholders to be aware of the latest positions or price sensitive
information of the Group and its subsidiaries.

CONSTITUTIONAL DOCUMENTS

The Company has not changed its constitutional documents in 2019.

COMPANY SECRETARY

The Company Secretary is accountable to the Board for ensuring that
Board procedures are followed and Board activities are efficiently
and effectively conducted. These objectives are achieved through
adherence to proper Board processes and the timely preparation and
dissemination to Directors comprehensive Board meeting agendas and
papers. Minutes of all meetings of the Board and Board Committees
are prepared and maintained to record in sufficient details the matters
considered and decisions reached by the Board or Board Committees,
including any concerns raised or dissenting views voiced by any
Director. All draft and final minutes of Board meetings and meetings of
Board Committees are sent to Directors or Board Committee members
as appropriate for comments, approval and records. Board records are
available for inspection by any Director upon request.

All Directors have access to the advice and services of the Company
Secretary who possesses the relevant qualifications and experience
pursuant to the requirements of Rule 3.29 of the Listing Rules. She has
taken more than 15 hours of relevant professional training to update
her skills and knowledge during the financial year ended 31 December
2019.
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CONTINUING CONNECTED TRANSACTIONS

In respect of the continuing connected transactions as set out in
Note 43 to the financial statements, all the INEDs of the Company
have reviewed the said transactions and confirmed that the said
transactions have been entered into:

(1) in the ordinary and usual course of business of the Company;

(2) on normal commercial terms; and

(3) in accordance with the relevant agreements governing them
on terms that are fair and reasonable and in the interests of the
Company.

Further, the Company has engaged its external auditors, PwC, to
report on the Company’s continuing connected transactions in
accordance with Hong Kong Standard on Assurance Engagements
3000 “Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions under
the Hong Kong Listing Rules” issued by the Hong Kong Institute of
Certified Public Accountants. PwC has issued an unqualified letter
containing their findings and conclusions in respect of the continuing
connected transactions set out in Note 43 to the financial statements
in accordance with Rule 14A.56 of the Listing Rules. A copy of the
auditor’s letter needs to be submitted by the Company to The Stock
Exchange of Hong Kong Limited.
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ABOUT THIS REPORT

As a renowned financial services group with a history deeply rooted
in Hong Kong for over 70 years, Dah Sing Banking Group Limited (the
“Company” or the “Group” or “Dah Sing Group”) seeks to support
sustainable growth of our businesses and embraces our social
responsibilities and desire to be a good corporate citizen. The Group
strives to contribute to the creation of shared social values through
honouring ethical values and respecting our people, our communities
and the environment.

This Environmental, Social and Governance (“ESG”) Report gives an
annual update of the Group’s sustainability performance for the 2019
calendar year in accordance with the ESG Reporting Guide under
Appendix 27 of the Main Board Listing Rules published by the Stock
Exchange of Hong Kong Limited (“SEHK?”).

We aim to provide a balanced presentation of the Group’s material
ESG matters under the four cornerstones — Marketplace, Workplace,
Community and Environment, and initiatives across the Group’s core
operations in banking at its key markets in Hong Kong, Macau and
Mainland China. The Report covers the operations of the Company
and its key subsidiaries. There is no significant change in the scope of
the Report from that of the 2018 ESG Report.

This ESG Report should be read in conjunction with the Corporate
Governance Report. Both reports are included as part of the Group’s
2019 Annual Report. This report is also accessible via the website of
Dah Sing Bank at www.dahsing.com.

This Report was endorsed by the Audit Committee and approved by
the Board in March 2020.

Our Philosophy in ESG

The ESG philosophy of Dah Sing Group is embedded in our
day-to-day operations. It is about striving to reach a balance
between economic and company growth, community interest and
environmental protection, and treating sustainability both strategically
and operationally on importance, and for the long-term development of
the Group.
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ABOUT THIS REPORT (Continued)
Our Philosophy in ESG (Continued)

The Board has delegated the day-to-day responsibility for all CSR
related matters to the Corporate Social Responsibility Committee (“CSR
Committee”), which comprises members of senior management and
certain heads of Business and Support functions of the Group. The
CSR Committee’s role and responsibilities focus on providing direction
on and overseeing the development and implementation of the Group’s
CSR/ESG initiatives. The nature and extent of ESG related risks are
evaluated and reviewed whenever appropriate. Risk management and
internal control systems are in place to manage and control the risk
of failure to achieve business objectives. Standards are in place that
ride on our Guiding Principles and Values, and thus embodying our
sustainability commitment in our daily business operations. A CSR
Policy has also been established to provide guidance to the Group in
aligning the strategic development of CSR and business operations.

ESG related initiatives and activities implemented by our local
business units are reviewed, approved, supervised and monitored by
the CSR Committee. Our ESG performance is analysed and reported
on a regular basis to raise awareness and encourage improvement.
This year, we have improved the transparency of comparative data
of environmental key performance indicators (“KPIs”) disclosed in
this report, which should provide a more comprehensive outlook to
facilitate performance management and review.

With the firm belief that sustainability is a shared responsibility
between our businesses and our stakeholders, our vision is to work
hand-in-hand with our communities, customers, employees and the
environment as a whole towards a brighter future.

Stakeholder Engagement and Materiality Assessment

Addressing our ESG priorities requires close communication with
our stakeholders including our employees, customers, shareholders,
suppliers, regulators and the wider communities. In 2019, we continued
to maintain an open dialogue with our stakeholders to review and
update the key areas identified as important to our businesses. This
helps to align our sustainability priorities with our business strategy.
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ABOUT THIS REPORT (Continued)

Stakeholder Engagement and Materiality Assessment (Continued)

The table below outlines our various engagement channels with

different types of stakeholders:

Key Stakeholders Engagement Channels

Employees °
[ ]
[ ]
[ ]
L ]
L[]
]
Customers °
[ ]
[ ]
[ ]
L]
Shareholders °
[ ]
[ ]
L]
Suppliers .
[ ]
[ ]
Regulators °
[ ]
[ ]
Communities °

Performance management

Training, seminars and briefing sessions
Dah Sing Staff Club

Employee Assistance Programme

Staff communications

People portal/intranet

Recreational and volunteer activities

Relationship manager visits

Corporate websites, mobile apps and
social media platforms

Customer service hotlines

Service Quality unit to respond to
customer feedback

Customer and industry association talks
and seminars

Annual General Meeting and other general
meetings

Investor and press conferences and
briefings

Corporate websites

Corporate communications including
announcements, circulars, interim and
annual reports

Meetings and communications
Regular supplier reviews
Supplier management

Regular meetings and communications
On-site reviews
Compliance reports

Volunteer activities
Sponsorships and donations
Community outreach

The ESG aspects considered as most critical to our stakeholders are

outlined in the materiality matrix below and addressed in further detail

in the rest of this report.
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ABOUT THIS REPORT (Continued)

Stakeholder Engagement and Materiality Assessment (Continued)

R EENEKBEERE
Dah Sing Group Materiality Matrix
1
3
4
5
11
9
7
6
10
iy
8
14
16
12
19
FHEEN

Significance to business

EEEH
Material Matters

mi5

Marketplace

1. BEANERRES
Responsible Products and
Services

2. fHEmER
Supply Chain Management

3. EFEHAE
Customer Data Privacy

4. BERT - REBERRES

Ethical behaviour/Anti-money
Laundering and Anti-corruption

THRE HE B
Workplace Community Environment
5 10. ER/PEE(HMR]) 15. BB EREBHMETR
Employment Supporting Small and Medium Energy and Greenhouse Gas
Enterprises (“SMEs”) Emission Management
6. BERZZ 1. BRELE 16. A4 R EYEY)
Health and Safety Nurturing Youth Waste Reduction and
Recycling
7. EIRER 12. HEEERIFEREAL 17. &k
Training and Development Promoting Sports and Going Paperless
Supporting Those in Need
8. ZultRTEHE 13. B 18. BEAKE
Diversity and Equal Environmental Conservation Reducing Water Use
Opportunity
9. HIAER 14. SRIEE 19. XEHELH
Labour Standards Financial Inclusion Supporting Green Finance
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ABOUT THIS REPORT (Continued)

Stakeholder Engagement and Materiality Assessment (Continued)

Consistent with last year, Responsible Products and Services,
Customer Data Privacy and Ethical Behaviour, Anti-money Laundering
and Anti-corruption are the most material matters to our businesses
and our stakeholders. This year we noticed more voices and
stakeholder expectation on Supporting Green Finance, Supporting
SMEs and Nurturing Youth. These key considerations, aligned with the
Group’s Guiding Principles and Values encompassing Marketplace,
Workplace, Community and Environment, are further addressed in this
report.

MARKETPLACE

As a bank with a rich local legacy, we value lasting relationships and
trust with customers, and strive to be a financial services provider
with a personal touch. To this end, we place a high priority on creating
excellent customer experiences, upholding high standards of integrity
and ethics, and continuously safeguarding both customer data privacy
and robustness of our IT system security.

Product Responsibility and Customer Commitment
Responsible Products and Services

Providing quality products and services to our customers forms a core
part of our corporate values and principles, and is underpinned by our
tireless efforts to provide clear and unbiased information to enable
customers to make informed decisions.

Our Group Risk Policy governing Product Policy and Approval
provides guidelines on customer risk assessment and risk mitigation
when launching new products and services. Our reputation for service
excellence is underpinned by our deep understanding of customers’
financial needs and objectives. We require our employees to know our
customers and their needs through day-to-day interactions in order
to deliver excellent client service. On-the-job training is provided to
our frontline employees throughout the year to equip them with the
essential customer service knowledge and soft skills.
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Responsible Products and Services (Continued)

We encourage customer feedback through multiple communication
channels, including branch representatives, customer hotlines,
e-communications and corporate web pages. We see customer
feedback and complaints as important inputs and references for
ongoing quality enhancements for our products and services.
Procedures and protocols are in place for designated employees
to handle customer complaints and to provide timely follow up and
customer support. Verbal and written complaints are acknowledged
within 1 and 2 working day(s) respectively upon receipt, while final
replies to complainants are delivered within 30 calendar days.

With the increase in popularity for digital banking products and
services, such as internet and mobile banking as well as online credit
card transactions, we are vigilant in ensuring security across our
digital channels in the current technological landscape to protect our
customers from possible online crime or fraud. Our digital banking
products and services are continually updated with the latest
security measures. In 2019, we adopted some of the latest biometric
technologies to enhance security and user-friendliness of our online
and mobile banking services. Enhanced status updates for SWIFT
(Society for Worldwide Interbank Financial Telecommunication)
transactions for corporate online banking services also improved

transaction transparency and customer security.

RASFEMREEN - BABLERBDRITRENZ2ERZHAY

Latest biometric technology to enhance the security and user-friendliness of our online and mobile banking products
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Responsible Products and Services (Continued)

All products and services are put through a development and product
approval cycle where essential checks on legal and regulatory
compliance must be undertaken before they are offered to customers.
DS-Direct, our online commercial banking system, is a good case in
point which successfully passed through rigorous checking and testing
by our IT and user teams. We also undertook a number of projects on
DS-Direct during the year as part of our on-going efforts to improve
customer experience and product security. These included the
updating of training videos with improved information for customers,
the introduction of a new notification function to inform customers of
their SWIFT transaction status for better transparency on their fund
flows, and the extension of DS-Direct payment cut-off time to better

suit customer needs.

We uphold the highest standards in compliance with legal, regulatory
and industry guidelines in our product documentation process,
and ensure clarity and accuracy in customer communications and
marketing materials to protect customer interests. Only licensed staff
members are permitted to perform wealth management product selling,
and we only allow fair information to be presented to customers for
decision making in line with their investment needs and risk appetite.

BAIAEPRUEEERNIRT  WEBBWERNEREN - HIHFELIEHAENRE

We provide quality products and services with clear and accurate information to help our customers make informed decisions
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Supply Chain Management

The Group selects and works with suppliers that act in an
environmentally, socially and ethically responsible manner. We interact
with suppliers to raise their awareness of sustainability and evaluate
their performances through screening and on-going monitoring.
Suppliers are expected to adhere to our ESG standards, and service
providers are required to present green certificates to demonstrate
energy saving standards in their operations.

Environmental and social risk management standards are also
embedded in the Group’s procurement process. Vendors’ sustainability
track record is a key evaluation criterion in the procurement process.
Tenderers are required to support their proposals with relevant
environmental certifications such as ISO 14001, 3R (“Reduce”,
“Reuse” and “Recycle”) standards and achievements, and policies on
avoidance of hazardous materials. In 2019, more than 28 key service
providers for Dah Sing Bank (“DSB”) are certified with ISO 14001 or by
the Forest Stewardship Council.

Customer Data Privacy

The Group has a strong compliance culture and is committed to
adhering to data privacy laws and regulations to safeguard customers’
personal data and sensitive information. Customer data protection
policies and procedures in compliance with Personal Data (Privacy)
Ordinance in Hong Kong and the Personal Data Protection Act in
Macau are in place. Guidelines on data collection, usage and retention
are clearly set out in the policies and procedures. These are reviewed
and updated on a regular basis to reflect the evolving business needs,
regulatory guidance, and emerging threats.

Our customer data is protected by a number of physical, electronic
and procedural safeguards that are either in line with or exceed
the regulatory requirements. Data protection requirements are
communicated to all employees through various channels, such as
induction programmes and annual refresher training sessions.

15 briefings or seminars were held during the year to enhance staff
knowledge of laws and regulations that relate to their duties. Training
topics include general compliance, cybersecurity, anti-money
laundering, customer due diligence and general integrity.
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Customer Data Privacy (Continued)

All employees are required to observe customer data privacy in their
daily work, including the collection, use, retention and security of
customers’ personal data. Such requirement is clearly stipulated in
their employment contracts as well as the Code of Conduct for Staff
distributed to them upon joining.

Access to customer data is strictly limited to authorised personnel
on a need-to-know basis. Customers are notified and are given
choices regarding how their information may be used. Leveraging
the megatrend of digitalisation and development of technologies,
the Group has been exploring opportunities to streamline processes
and enhance customer experience whilst protecting customers from
cybercrimes.

Ethical behaviour/Anti-money Laundering and Anti-corruption

The Group always conducts its businesses in a fair manner and
has adopted measures to fight against any form of financial crimes,
corruption and money laundering.

We have adopted a risk governance framework with well-defined
goals and responsibilities, and have cultivated a strong compliance
culture and risk management mind-set throughout all our business and
operational units.

Our first line of defence is formed based on a combination of our
workforce’s efforts and existing internal control measures. Our
risk control and compliance functions, supervised by our different
management level risk committees, Anti-money Laundering
Committee, Group Compliance Committee, Operational Risk and
Internal Control Committee, Management Committee, and the Board-
level Risk Management and Compliance Committee, operate as the
second line of defence. The Group’s internal audit function serves
as the third line of defence, and provides independent assurances
through assessing the effectiveness of existing governance, risk
management, compliance and internal controls.
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Ethical behaviour/Anti-money Laundering and Anti-corruption (Continued)

To better educate employees on ethical behaviours, the Group
leverages the e-newsletter published by the Hong Kong Independent
Commission Against Corruption (“ICAC”) regarding “Bank on
Integrity” to update our employees on corruption cases and corruption
prevention tips. The Group also arranges regular briefings by ICAC
officers on “Bank Staff Integrity” to enhance employees’ alertness and
vigilance in relation to anti-bribery and corruption practices. More than
70 employees attended the briefing in September 2019.

Our businesses are required to meet high ethical standards, and our
guiding principles and values require our employees to “do what is
right, even when no one is looking”. Our Code of Conduct lays out
clear guidelines on the ethical values and standard of conduct that all
employees are expected to adhere to. These include anti-corruption
policies, standards and procedures which provide guidelines to curb
corruption of all forms, including extortion and bribery.

All employees are required to fully comply with the Code of Conduct
for Staff and familiarise themselves with the relevant requirements.
Employees who breach the Code of Conduct for Staff may be subject
to internal disciplinary procedures.

The Group-wide anti-money laundering and counter-financing of
terrorism (“AML/CFT”) policies and procedures are in place to allow
the Group to comply with relevant local and international AML/CFT
regulatory frameworks and standards. These policies require all
employees to take ownership in detecting and reporting any suspicious

transactions and irregularities.

Whistle-blowing channels and policies are set up for our employees or
other stakeholders to confidentially report any suspected case of non-
compliance. Cases reported will be investigated by the compliance or
internal audit departments in a timely manner. Confirmed cases are
reported to the Audit Committee to ensure adequate remedial actions
are being taken.
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MARKETPLACE (Continued)

Product Responsibility and Customer Commitment (Continued)
Ethical behaviour/Anti-money Laundering and Anti-corruption (Continued)

We understand that our people play a crucial role in combating
financial crimes and any forms of malpractices, and have been
organising regular trainings, seminars and workshops to raise
employees’ awareness of the relevant regulatory requirements. Staff
members are required to complete the annual refresher training
on our Code of Conduct for Staff. Other comprehensive all-staff
training programmes including tailored financial crime risk content to
strengthen employees’ relevant competences within their roles, as
well as an e-learning programme on anti-bribery and corruption, anti-

money laundering and sanctions.

Our employees are also required to undertake rigorous due diligence
procedures in their daily work to mitigate risks of internal and external
financial frauds or malpractices. All staff are expected to observe
exemplary standards in personal conduct and integrity and to act in
the best interests of the Group.

For more information regarding our corporate governance practices,
please refer to the “Corporate Governance Report” in this Annual
Report.

WORKPLACE

The Group’s business success is attributable to the hard work and
endeavours of its workforce of around 3,000 employees. We are
dedicated to grow with our people through mutual commitment,
fostering a cohesive workplace, promoting health, safety and well-
being at work, and providing opportunities for talent development
and career progression. During the year, we engaged an independent
consultant to conduct a bank-wide culture survey on our employees’
understanding and perception of the Group’s Guiding Principles and
Values with satisfactory results.
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WORKPLACE (Continued)
Employment

Our new employer brand and motto “NOT JUST A BANK. A HOME.”
was launched this year with two main objectives: To nurture a sense
of pride in achieving beyond just a job, and to create an environment
where our employees feel the warmth of a home. Our currency lies in
people caring, teamwork and progressiveness.

We believe that our employees are our key success factor in delivering
quality products and services to our customers and in driving
continued business success. Our pledge to our staff is to improve our
human resources management, build an engaged and knowledgeable
workforce and create a friendly work environment.

The Group’s human resources policies and procedures are fully
compliant with relevant laws and regulations to govern hiring,
promotion, compensation, working hours, equal opportunity, dismissal,
employee welfare and other talent management practices.
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WORKPLACE (Continued)
Employment (Continued)

Every year, the Group seeks to attract suitable young talents from
various universities and support them in developing a long-term,
rewarding career with the Group. This year, we enhanced our efforts
by revamping our Graduate Trainee Programme to a Management
Trainee Programme. We also participated in the Pilot Apprenticeship
Programme for Private Wealth Management and the Fintech Career
Accelerator Scheme, organised by the Hong Kong Monetary Authority
(“HKMA”) with the Private Wealth Management Association and Hong
Kong Applied Science and Technology Research Institute respectively
to provide internship opportunities in the wealth management and
banking sectors to university students.

EENRITENEBRES  YAMLMARSAEEEREFEEREHTT

The Group provides internship opportunities in wealth management and banking to university students, and
supports them in joining the Group for long-term career development
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As an employer of choice, the Group continuously reviews and
enhances our employee benefits and remuneration. “Pay for
performance” is our guiding principle for employee remuneration. We
aim to pay variable remuneration from market median to upper quartile
level to differentiate and reward good performance. Allowance is
offered to eligible employees who perform duties that require specific
skills, work beyond normal hours for business needs, or work under
special arrangements. In 2019, the Group demonstrated its care for its
employees by enhancing our employee service award and retirement
award as well as extending group medical insurance benefits to cover
dependents of all employees. Maternity leave entitlements has been
extended to 14 weeks since April 2018, making the Group an early
adopter of the Hong Kong SAR Government’s upcoming maternity
leave amendment bill anticipated to come into effect by 2021. Other
benefits available include retirement benefits and staff deposit
accounts with preferential rates.
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WORKPLACE (Continued)

Employment (Continued)

In support of employees to balance their personal and family
commitments with work, the Group is flexible in accommodating
special requests raised by individual employees such as conversion
from full-time to part-time work arrangement.

To further cater to our employees’ work-life balance, the Group
continued its Summer Flexi arrangement in 2019 and further
introduced the Exam Flexi arrangement. These arrangements allow
employees to reschedule their working hours and rest time based on
their personal needs, especially if they require more time to take care
of their children or attend to other family needs during summer and
children’s examination period.

Additionally, we now have two lactation support facilities, affirming the
Group’s employee care endeavours and aligning with our “Say Yes to
Breastfeeding” Campaign.

Health and Safety

The Group is committed to creating a safe, healthy and comfortable
working environment for its employees. The Guidelines on
Occupational Safety and Health were established to inform employees
of potential health and safety hazards in the workplace as well as the

corresponding preventative measures.

The Group also has other policies relating to health and safety,
covering areas such as employee wellness and work-life balance,
safety risk assessment and management, and the provision of
employee health benefits. These are developed and operated to reflect
the Group’s commitment to creating a safe and healthy work place for
employees in our day-to-day operations.

IREVIRTT © R o x E/RETVEFEE20198 TAR
Happy moments in “NOT JUST A BANK. A HOME. x Work-Life Balance Weeks 2019"
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WORKPLACE (Continued)

Health and Safety (Continued)

In terms of promoting awareness of a healthy lifestyle amongst
employees, we continued to organise a series of activities as part
of the Healthy Week and “NOT JUST A BANK. A HOME. x Work-
Life Balance Weeks 2019”. These included an office decoration
competition, health and parenting talks, blood donation, volunteering
work, head and shoulder massage sessions etc.. Dah Sing Bank (China)
Limited (“DSB China”) in Mainland China also organised sports events
for staff on a weekly basis.

Meanwhile, an example of workplace safety is our post-renovation or
office restacking risk assessment of workstations. This is performed
in compliance with the provisions of the Occupational Safety and
Health (Display Screen Equipment) regulation, and aims to make sure
workstations are set up in line with ergonomic principles and relevant
regulatory requirements. We also put great emphasis on the security of
Group premises and strictly prohibit smoking, use of alcohol and drugs
in our office and branch premises.

Across different business locations, contingency plans are in place
which set out the procedures that employees should undertake to
maintain business continuity in case of business disruptions due to
disaster situations.

Last but not least, the Group understands the importance of mental
health. The Group’s Employee Assistance Programme has been in
place since 2001 to help employees identify and resolve their personal
issues or anxieties at work. The programme provides all employees
with free access to independent professional counselling in a
confidential manner.

As a bridge between employees and management, a working group on
health and safety has been formed to consolidate feedback across the
Group’s workforce to drive improvements and develop events in health
and safety management. The working group holds regular meetings
to review health and safety initiatives, and draw up proposals for
upcoming programmes.
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WORKPLACE (Continued)
Training and Development

Training and development of our people and providing them with
upward mobility are an important focus of our human capital
management strategy.

Our internal training programmes are tailored to suit the needs of our
employees and to support our business development. All new joiners
will join a one-day induction programme which engages them in highly
interactive games and exercises to gain foundational knowledge
about the Group’s Vision, Mission, Guiding Principles and Values, its
business functions and people.

We also provide e-learning platforms to enable employees from
different business locations to attend training sessions and access
learning materials. Our courses cover a wide range of topics, including
products, business processes, internal control and regulatory
compliance. During the year, over 46% of training hours were delivered
via the e-learning platforms.

As part of our value reinforcement initiatives, DSB organises the “Dah
Sing Star Awards” annually to recognise positive staff behaviours and
performance excellence. Since its inception in 2016, over 360 awards
have been presented to individuals and teams from different divisions
to reward their superior and excellent performance and contribution.

Apart from business knowledge and skills, we also equip our people
with the necessary skills to prepare for the evolving challenges
and risks in the ever-changing business environment. In 2019, a
“Corporate Leadership Programme” was launched for employees who
were identified to drive corporate changes in the future through their
participation in upcoming new projects and initiatives. Approximately
80 employees from the IT and operations departments attended
the programme. We also launched a two-part Fintech Series, on
“Blockchain” and “Fintech for You”, to update our employees on the
latest knowledge on technology developments in the financial industry.
Approximately 80 employees across various business functions
attended the series.
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WORKPLACE (Continued)

Training and Development (Continued)

To equip managers at all levels with the necessary knowledge and
potential leadership skills, the Dah Sing Manager Programme Series
was revamped with two new courses, namely, “Creative Problem
Solving with Lego® Serious Play®” targeting relatively junior managers,
and “5 Habits of Highly Effective Leaders” targeting more experienced
managers.

We also provide development opportunities for senior executives
to strengthen our talent bench from top to bottom. An Executive
Education Programme was launched in 2019, with 5 senior executives
attending the “Innovation by Design” programme conducted by Institut
Européen d’Administration des Affaires (European Institute of Business
Administration) (INSEAD) in Singapore.

BREREA BT BN T EEER (INSEAD) £ 13 225 #9[ Innovation by Design |52
Senior executives attending the “Innovation by Design” programme conducted by
the European Institute of Business Administration (INSEAD) in Singapore
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Employees can also avail themselves to sponsorship support to
participate in external training programmes. This is intended to help
them attain academic or professional qualifications to enhance their
skills and capabilities for future job challenges. This is further enhanced
by the Group’s Professional Award Scheme for staff members
who attain recognised professional qualifications or memberships,
such as Chartered Certified Accountant, Certified Financial Planner
and Chartered Financial Analyst, to celebrate their professional
achievements.
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WORKPLACE (Continued)

Training and Development (Continued)

In 2019, the Group was honoured with “The Employer of Choice
Award” from JobMarket for the fourth consecutive year. Other awards
included the “Accredited Professional Financial Planning Firm” and
“Corporate Financial Education Leadership — Gold Award” from the
Institute of Financial Planners of Hong Kong, “Category I: The HKIB
Talent Development Award 2019” by the Hong Kong Institute of
Bankers, the “Best Employer Branding Video Award” by CTgoodjobs,
and the “Manpower Developer” status awarded by the Employee
Retraining Board.

Diversity and Equal Opportunity

The Group is committed to creating an inclusive environment for its
employees and is devoted to removing any barriers to inclusion. In line
with relevant laws and regulations, our policies have zero tolerance for
discrimination, harassment, victimisation or vilification on any grounds
including gender, marital status, pregnancy, disability, family status or

race.

All decisions made with respect to recruiting, hiring, transferring and
promotion are made based on the individual’s qualifications and
merits. We encourage open communication and have set up grievance
mechanisms for employees to express their concerns and to make
sure that their voices are heard.

Labour Standards

The Group operates in strict compliance with labour laws and
regulations and prohibits the use of child labour or forced labour.
Monitoring and preventive measures are in place. Any potential breach
will be investigated and followed up in a timely manner.
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Our group sponsored the World SME Summit

COMMUNITY

With a vision to progress and prosper with the communities we serve,
we are committed to giving back by contributing to a stronger and
more inclusive society. We encourage and facilitate our employees to
participate in volunteer services and charitable activities.

In 2019, the Group continued to collaborate with a number of
organisations to support the development of SMEs, youth education,
sports and charity, environmental protection and promotion of financial
literacy in Hong Kong, Macau and Mainland China.

Supporting SMEs

SMEs are important contributors to the economy and one of the key
drivers for innovation and technological advancement, in addition to
creating job opportunities. Helping SMEs participate in the mainstream
economy not only forms a part of our business ethos, but also helps
enhance the competitiveness of the local economy, which in turn
creates more business opportunities for us.

During the year, we continued to support the SME communities in
Hong Kong and the Greater Bay Area by helping them build capacity
through training, information sharing, and financial support. For the
seventh time, the Group sponsored the World SME Summit, organised
by the Hong Kong General Chamber of Small and Medium Business
(“HKGCSMB”) and the Hong Kong Trade Development Council. We
also continued to partner with the Trade and Industry Department
and HKGCSMB on a seminar to share the latest developments in the
Greater Bay Area initiatives and the foreseeable potential opportunities
for SMEs in Hong Kong.
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COMMUNITY (Continued)
Supporting SMEs (Continued)

We also enhanced our products and services to
strengthen our support to both SMEs and start-
ups. Through improving the services provided by
328 Business Banking, DSB shortened the account
opening time to a minimum of 2 working days. In
addition, different loan offerings were proposed in
order to allow our SME customers to gain access
to additional funding in a more efficient manner.
We digitalised our services, so that our SME clients
could benefit from diversified payment methods with
their mobile applications and smart terminals. These
measures not only simplified the payment process
for SMEs but also assisted the expansion of the
Group’s customer base.

DSB sponsored the winners of “Bright Future SME’s

RFERITISMER (P2 FXEBHES HES
DSB iSME and DS-Direct promotion

Youth Creative Entrepreneur Award” to promote
their products and services through Metro Daily. In
this sponsored programme, winners of the award were interviewed in
the “Young Talents; Innovative Startups” programme to share ideas
about their products and services on various online channels, including
Facebook and Youtube.

Meanwhile in Macau, we have a close working relationship with the
Macao Young Entrepreneur Incubation Centre. The Chief Executive of
Banco Comercial de Macau, S.A. (“BCM”) was invited to take part in
the CEO Sharing Luncheon and the Head of Internal Audit Department
was appointed as their consultant. In addition, BCM and Macau
Insurance Company Limited co-organised a sharing session to over 20
members regarding topics on government subsidy programmes and
SME loans.
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COMMUNITY (Continued)
Nurturing Youth

The Group views education as the cornerstone for maintaining
growth and development in our communities. Our goal is to support
youths to become outstanding leaders and, more importantly, lifelong
learners who embrace positive social values. To that end, the Group
collaborated with a number of academic and social institutions during
the year to support youth development.

In May 2019, DSB co-organised the “STEAM with Kids” Mother’s Day
Workshop with YMCA. 20 Dah Sing volunteers attended workshop
to assist 20 children from YMCA to learn how to make storm glasses
and gift cards with mini solar-powered fans as loving gifts to their
mothers. The children were able to learn more about the principles of
solar panels, the history of storm glass and its temperature-induced
chemical reactions, and safety regulations that govern chemicals used
in storm glass.

RARITERBF B ELEHFTF WS L) STEAM with Kids | T1ED)
DSB and YMCA jointly organised the “STEAM with Kids" Workshop
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In October 2019, DSB collaborated with Posties of South China
Morning Post to design and launch a financial education programme
targeting primary school students under the name of “DSB x Hello Kitty
Saving For Your Dreams”. Leveraging on Hello Kitty’s 45th birthday,
the programme featured an online drawing competition to raise
children’s awareness of the importance of responsible savings and
money management. Winning entries from the drawing competition are
currently on display at selected DSB branches until April 2020.
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COMMUNITY (Continued)
Promoting Sports and Supporting Those in Need

DSB’s signature sports sponsorship this year was the World Rowing
Coastal Championships, an “M” Mark event in Hong Kong that was
held against the magnificent backdrop of the iconic Victoria Harbour
held in November 2019. Hong Kong was the first Asian City to host this
race, and it attracted the participation of over 450 of the world’s top
coastal rowers from 28 countries and over 9,000 spectators, athletes,
media and members of the public. Over 170 DSB staff members were
also invited to attend the race to witness this global event.

DSB was the presenting sponsor of the 2019 World Rowing Coastal Championships
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Meanwhile, DSB also dedicated efforts to extend the care to those in
need. In January 2019, we sponsored a volunteer event organised by
YMCA to celebrate the Lunar New Year with local elderly residents.
The Dah Sing Volunteer team worked with children from YMCA to
make Lunar New Year gift packs. These were gifted to elderly residents
during visits by the volunteers to decorate their homes with Lunar New
Year crafts.

AIBIGREBPEEBHASFEN/ NRARRREXLNE
Dah Sing Volunteer Team and children from YMCA sent blessings to the elderly
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COMMUNITY (Continued)
Promoting Sports and Supporting Those in Need (Continued)

Also in the first quarter of the year, DSB supported a Fun Day at
Ebenezer School that was jointly organised by the Hong Kong
Association of Banks (“HKAB”) and the Boys’ and Girls’ Club
Association. The Dah Sing Volunteer team shared their experiences
and advised the students on financial planning and personal savings.
They also helped visually impaired students to participate in a range
of activities and enjoyed a drama which encouraged students to learn
more about financial management and help disabled children to learn
new skills in a fun atmosphere.

AREEBEP KFNES LR E2019 WERFE L F X B OERAITE JH)ES)
The Group organised the “Dah Sing Charity Score Challenge 2019 as part of its support for OSC for the seventh year
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In December 2019, DSB supported “Operation Santa Claus” (“OSC”)
for the seventh consecutive year by hosting a basketball event with
friendly match and challenge games to raise funds for Hong Kong
charities and the underprivileged. The event engaged around 130 staff
members and 24 children from low income families.

In Macau, BCM joined forces with the Instituto para os Assuntos
Civicos e Municipais (“IACM”) to donate a total of MOP500,000 in red
packets distributed to the elderly in Taipa and Coloane during Chinese
New Year.
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COMMUNITY (Continued)

Promoting Sports and Supporting Those in Need (Continued)

In May 2019, BCM supported the Oxfam Rice Selling drive by assisting
Oxfam volunteers to raise donation at 9 rice selling stalls. A total of
around MOP500,000 was raised through rice selling and corporate
sponsorships, and was placed in Oxfam’s newly opened account in
BCM as the non-government organisation’s ongoing operating capital.

BCM supported the Oxfam Rice Selling initiative
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BCM also repeated its sponsorship for Oxfam’s annual Tower Run in
Macau. While a team of volunteers assisted at the finishing line of the
Tower, a total of 3 relay teams and 4 colleagues participated in the
races and finished with the first and second runners-up results in the
Half Tower race.

Monetary donations aside, BCM also coordinated donation drives to
the Salvation Army in Macau in July and November 2019 and gave
away over 90 kg of clothing, books and toys, etc. collected from staff
members, their relatives and friends.

Meanwhile, DSB China participated in a series of social welfare
activities including tree planting, blood donation, soap recycling, and
caring for autistic children. The Shanghai branch also held charity
events to raise awareness of autism and the environment in May and
December 2019 respectively.
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COMMUNITY (Continued)
Environmental Conservation

For the fifth consecutive year, 6 corporate teams from DSB participated
in the “Konica Minolta Green Concert cum King of Singing Bike Battle”.
The event aims to raise public awareness of environmental protection
by challenging contestants’ physical limits and raising funds for a
charitable organisation. This year, the event raised funds for the “Rising
Sun Project” of Sheen Hok Charitable Foundation to support Special
Educational Needs students and their families.

REEZNMMEREREGEELE B[ EFREFHE
The Group joined the “Konica Minolta Green Concert cum King of Singing Bike Battle”
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The Group continued to leverage social networking platforms to spread
awareness of low carbon living and effectively communicate the
“green” message to the public. Our staff members wrote blogposts on
Facebook to highlight the environmental issues we are facing and gave
suggestions on how households can contribute to waste reduction.

Financial Inclusion

The Group participates in HKMA'’s “Treat Customers Fairly Charter”
and supports disadvantaged customers, such as the elderly, minors,
low income groups and physically or mentally challenged customers,
by providing waivers for low balance maintenance and dormant
account fees.

In support of HKAB’s community education campaign, “Smart Use
of Online Banking”, volunteers from DSB along with five other banks
participated in a financial education workshop held in partnership with
local social service organisations in November 2019. The workshop
was designed to encourage less tech-savvy target groups, for example
the young old (aged 40-65), to reap the benefits of digital life through
tips and practical information on smart use of online banking.
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ENVIRONMENT

Environmental sustainability is a key part of the Group’s social
responsibility effort. In 2019, we implemented a bank-wide programme
inviting ideas from employees on how the Group could enhance our
environmental sustainability. Out of over 100 ideas received, 10 were
shortlisted for future implementation and prizes were awarded to the
contributing employees. Paperless was a common theme among the
submitted proposals, and ongoing measures towards that goal are
detailed in the following sections.

Guided by our CSR Policy, we strive to minimise our direct and indirect
impact to the environment by containing our energy consumption and
waste generation, as well as advocating green finance.

Energy and Greenhouse Gas Emission Management

The Group adopts an express preference for energy efficient electronic
appliances and equipment in all our operations. We have been
progressively replacing existing fluorescent tubes and downlights in
offices with LED lights. In 2019, BCM replaced 187 fluorescent tubes
with LED tubes and LED tubes are used in DSB China’s new offices in
Shanghai. The use of LED lights contributed to a 40% savings in power
consumption for lighting. DSB China’s new offices in Shanghai also
adopted smart energy management, for instance, the use of timing
devices helped reduce restroom lighting by 80% during non-working
hours.

To reduce energy consumption and associated greenhouse gas
emissions, we have opted for the “Reduce at Source” approach. For
example, DSB China encourages employees to make use of public
transportation or even go to office on foot instead of commuting by
private cars.

BCM participated in the Macao Energy Conservation Week 2019
organised by the Office for the Development of the Energy Sector
whereby all unnecessary lights in the BCM building were turned off for
one hour alongside other participants in Macau.
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ENVIRONMENT (Continued)
Waste Reduction and Recycling

The Group endeavours to reduce waste generation and encourage
recycling. Recycling bins and waste separation bins have been
installed in our premises to facilitate responsible waste management,
approximately 133,937 kg of used paper was collected for recycling in
2019.

We advocate double-sided printing at work where paper materials are
to be prepared. We use FSC certified copy paper for general document
printing and red packet printing as well as eco-friendly recycled paper
for our business cards and letterheads to affirm our commitment to
waste reduction and recycling.

DSB continues its efforts to collect and send recyclable materials to
non-governmental organisations for recycling. In 2019, DSB collected
and sent more than 254 kg of red packet envelopes and 381 books
to Greeners Action and the Salvation Army respectively for reuse and
recycling.

We received again the “Wastewi$e Certificate — Excellent Level”
issued by the Environmental Campaign Committee in Hong Kong in
recognition of our responsible waste management practices.

In Macau, BCM joined the recycling of red packets and moon cake
boxes event organised by the Environmental Protection Bureau of
Macau in February and September 2019, where a total of over 8,000
new and old red packets and around 60 moon cake boxes were
collected for recycling.

BCM also worked with Copier Vendor and Canon Macau to recycle
printer cartridges. A total of 72 pcs/28.8 kg of Canon toner were sent
back to Hong Kong for recycling in 2019. In addition, BCM worked with
its vendors to recycle 1.06 tons of IT equipment, and was awarded the
Certificate of Recycling issued by Vannex International Limited.
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ENVIRONMENT (Continued)
Going Paperless

Going paperless is an important step that we have taken to reduce our
environmental footprint. The Group invests in and adopts paperless
processes where possible. We continue to upgrade our internet
banking platforms through which customers can get access to bank
statements, advice and bank alerts electronically. Customers can also
opt for e-receipts at ATMs to reduce paper consumption.

By end-2019, we have migrated a total of more than 8,000 credit card
and VIP Banking customers to e-statements, resulting in savings of
approximately 331,000 pieces of paper per annum. In addition, over
90% of our shareholders have opted for e-communication services,
resulting in savings of approximately 590,000 pieces of paper.

In Macau, BCM launched its eEnquiry service to enable and encourage
customers to register online for services and to retrieve e-statements.

At the workplace, we have replaced certain paper-based reports
with electronic copies and widely adopted e-forms and e-fax in our
business for administrative document sharing and transfer. More than
200 scanning devices have been deployed at our offices and branches
to facilitate digitisation of records and to engage our customers in
saving paper and paper products.

In 2019, DSB held a “Happy & Green Life” event whereby DSB
management sent a small gift — reusable and washable steel straws — to
all DSB staff as a token of thanks as well as to promote the importance
of reducing use of single-use plastic.
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ENVIRONMENT (Continued)

Reducing Water Use

Water is a vital resource. The Group advocates water conservation
and has launched practical water-efficiency measures in its premises.
Employees are reminded to save water and reduce wastage. Certified
water-efficient faucets and taps have been installed which can reduce
water usage by around 80%.

We have adopted a well-developed environmental management and
supervision system in the Shenzhen headquarters of our subsidiary in
Mainland China, where individual water meters are installed on each
floor to monitor and consolidate end-user water consumption habits.
We wish to obtain further success with the productive use of such
data.

Supporting Green Finance

The Group supports the transition to a green, low-emission global
economy with a smaller environmental footprint. To that end, our
banking operations in Mainland China have further enhanced
credit assessment and approval criteria to reject loan application
from energy-intensive and polluting industry players without a full
remediation plan. We are supportive of projects that produce greener
energy, eco-friendly products and innovative sustainable solutions.

In May 2019, the Group participated in HKMA’s Green Finance Forum
to discuss the implications and opportunities of green finance for
Hong Kong’s financial services sector. We support HKMA’s 3 sets
of measures to promote Hong Kong’s green finance development:
to enhance green and sustainable banking, to adopt responsible
investments, and to establish a Centre for Green Finance. Moreover,
we anticipate that there will be business opportunities in our banking
services to support green finance through green lending.
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REGULATORY COMPLIANCE

The Group is committed to ensuring its businesses operate in
compliance with relevant local and international laws and regulations.
We also regularly engage with regulators including the SEHK, the
HKMA and the Insurance Authority to stay abreast of market trends
at the regulatory front so as to ensure we are aware and prepared for
relevant requirements such as managing climate and environmental-
related risks. In view of this, we readily position ourselves to prepare
disclosures on our processes to identify and mitigate significant
climate-related issues.

Our Group Compliance Division takes steps to stay close to the
regulatory changes relevant to the Group. It also conducts a wide
variety of compliance reviews, and offers advice and recommendations
to business and support units to enhance their internal control and
regulatory compliance effectiveness. A comprehensive set of policies
and procedures is in place to guide our operations to achieve an
effective control environment and regulatory compliance. Trainings
are conducted where necessary to assist our people to keep up-to-
date with the understanding of the Group’s operations and regulatory
expectations. In addition to preventive measures, the Group also
dedicates efforts to ensure there are monitoring and detective
measures to enable regulatory compliance.
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REGULATORY COMPLIANCE (Continued)

The Group understands the significance of governance, risks and
compliance covering all of our businesses and operations in Hong
Kong and the overseas markets. Our Group’s risk function oversees
our overall risk positions, including risk measurement, monitoring and
control, to serve our business purposes and to ensure that our risk
exposures are managed in line with our business and risk management
strategies, risk appetite framework, and regulatory standards and
expectations. Our Internal Audit provides an independent assurance
function to review our compliance and risk management operations,
in addition to reviewing all aspects of the Group’s internal control
mechanism covering our business, control and support functions, and
to assess control effectiveness.

The progress and results of our business, operational, risk
management, compliance and internal control, and recommendations
given by our regulators, are regularly reported to respective
management-level committees, Board-level committees or the Board.

During the reporting period, we were not aware of any non-compliance
with laws and regulations that could have a significant impact on the
Group relating to areas such as environmental protection, employment
and labour practices, operational practices, AML, customer data
protection, treatment of customers, and cybersecurity.
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AWARDS AND RECOGNITIONS

The following are the major awards and recognitions received by the

Group in 2019:

Category Award

Marketplace e

“Silver Award” and “Top Nomination Award” under
The 12th HKIB Outstanding Financial Management
Planner Awards by the Hong Kong Institute of Bankers

“Excellent Brand of Personal Loan Service”, “Excellent
Brand of Mobile Securities Services” and “Excellent
Brand of Co-branded Credit Card” under Hong Kong
Leaders’ Choice 2019 by Metro Finance

“Best Commercial Banking” under Metro Awards for
Brand Excellence by Metro Daily and Metro Prosperity

“Best SME’s Partner Award 2019” by Hong Kong
General Chamber of Small and Medium Business

“Persistently Outstanding Service Company” and
“Persistently Outstanding Service Outlet (Shatin
Branch)” under TipTop Service Award 2018-19 by
TipTop Consultants Limited

“Internet Banking Service Award”, “Merits of New
Generation Banking Service” and “Merits of Small
Start-up and Micro Businesses Services” under
Capital Merits of Achievement in Banking and Finance
2019 by CAPITAL magazine

“Excellence Award for High-end Financial
Management” and “Best Corporate Transaction
Banking Service Award” under Banking & Finance
Awards 2019 by Sky Post

“Outstanding Enterprise Transaction Banking Services
2019” under Quamnet Outstanding Enterprises Awards
2019 by Quamnet

FinTech Award (Banking, Insurance & Capital Market)
(Bronze Award) under the Hong Kong ICT Awards
2019 by Hong Kong Institute of Bankers
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Community

AWARDS AND RECOGNITIONS (Continued)

Category Award

Workplace

“The Employer of Choice Award” by JobMarket

“Manpower Developer” by the Employee Retraining
Board

“Accredited Professional Financial Planning Firm” and
“Corporate Financial Education Leadership — Gold
Award” under Financial Education Leadership Awards
2019 by the Institute of Financial Planners of Hong
Kong

“Category I: The HKIB Talent Development Award
2019” under Hong Kong Banking Industry Talent
Development Awards Programme by the Hong Kong
Institute of Bankers

“Best Employer Branding Video Award” by
CTgoodjobs

“Good MPF Employer 5 Years”, “e-Contribution
Award” & “MPF Support Award” from the Mandatory
Provident Fund Schemes Authority

“Certificate of Appreciation” under the “Sport-Friendly
Action” by Chinese YMCA of Hong Kong

“15+ Years Caring Company” recognition from the
Hong Kong Council of Social Service Caring Company
Scheme

“2019 Corporate Social Responsibility Award” by
CAPITAL magazine

“New Partner of the Year 2019” for Y-Care CSR
Scheme by Chinese YMCA of Hong Kong

“Certificate of Appreciation for Pro Bono Accounting
and Taxation Advisory Services” by the Macao Young
Entrepreneur Incubation Centre

“Certificates of Appreciation for being the Key Sponsor

and the Corporate Volunteers Team” for the Oxfam
Tower Run 2019
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AWARDS AND RECOGNITIONS (Continued)

Category Award

Environment

“Energywi$e certificate — Good Level” under the
Hong Kong Green Organisation Certification by the
Environmental Campaign Committee

“Wastewi$e certificate — Excellent Level” under the
Hong Kong Green Organisation Certification by the
Environmental Campaign Committee

Platinum Award 2019 of Environment Bureau’s Charter
on External Lighting (30 branches of DSB)

“Team Champion Award” of “Konica Minolta Green
Concert 2019 cum King of Singing Bike Battle”

Gold Sponsor — “Red Packet Recycling and Reuse
Programme” organised by the Greeners Action

Books Donator — The Salvation Army Recycling
Programme
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REFABENEREER

RERREMERE

Environmental KPls

BERBHERE

Greenhouse gas (“GHG”) emissions

ENVIRONMENTAL KPI DATA TABLE

BERRAHNE M= ERE R 5,255.59 5,236.86
Total GHG emissions tonne CO,,
BE1— BB HRRRO WA LH e B R ol
Scope 1 - Direct emissions and removals ™ tonne CO,, N/A N/A
& [E2 — RRIREEEHEAL WE( =& kg 2 5,255.59 5,236.86
Scope 2 - Energy indirect emissions tonne CO,,
FREEEEY
Waste produced
FTELEEREENEE L7 4.69 9.27
Total hazardous waste produced tonne
EEEZERENEE U7 424.19 384.66
Total non-hazardous waste produced tonne
BERHFER
Energy consumption
RS TR 7,112,264.94 7,252,477.66
Total energy consumption kWh
EEEREAE-—BEE TFEEs 7,112,264.94 7,252,477.66
Total indirect energy consumption — Purchased electricity kWh
HEZERREEERE
Total indirect energy consumption intensity
REBESHAHE TRE 2BES 2,394.70 2,386.47
By number of Full Time Employee (“FTE”) kWh/FTE
FEKE
Water consumption
HEFEKE SR 10,394.25 10,834.40@
Total water consumption m?
FKEE
Water consumption intensity
ReBESHMAHE MFKR2RESR 3.50 3.57@
By number of FTE m3/FTE

i Notes:

(1) AEER-—RemRBHEE  THEE1-EEH (1)  The Group is a financial service institution and there is no significant

R E8 B ERE Scope 1 — direct emissions and removals by the Group.
@  AREEE] T2018FMFKEEE - URRER (2)  The data for total water consumption in 2018 has been revised in this
FAkE - report to reflect the actual water consumption.
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TEMERRER
REERREELFEREZRRBFASEANE

ERE:

e R B AR (BEERERR)

Closure dates of Register of Shareholders (both days inclusive)

BRI AR 18 P R
Latest time to lodge transfers

LA

Record date

BRBFERE

Annual General Meeting

The Directors submit their report together with the audited financial
statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS OF
OPERATIONS

The principal activity of Dah Sing Banking Group Limited (the
“Company”) is banking investment holding. The principal activities
of the subsidiaries are shown in Note 26 to the financial statements.
An analysis of the performance of the Company and its subsidiaries
(the “Group”) for the reporting period by business and geographical
segments are set out in Note 6 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2019 are set
out in the consolidated income statement on page 125.

The Directors declared an interim dividend of HK$0.13 per share and a
total of HK$182,747,777.16 in cash was paid on 20 September 2019.

The Directors recommend the payment of a final dividend of HK$0.35
per share in cash, totalling HK$492,013,246.20.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ right to attend and vote at the
forthcoming annual general meeting:

20204F5 H26 H (281 —)x20209F5 H29H (28 h)
26 May 2020 (Tuesday) to 29 May 2020 (Friday)

2020458258 (£ #—) T F4K309
4:30 p.m. on 25 May 2020 (Monday)

20205 A29H (EH#iF)
29 May 2020 (Friday)

20205 A29H (EH#iF)
29 May 2020 (Friday)

RIRITEREER AT 2019F F 8,



EFEEREE
REPORT OF THE DIRECTORS

102

TR AR R AT ()
BETRREEEEREZZ 2 AR S

e R B I R(BEERRKR)

Closure dates of Register of Shareholders (both days inclusive)

BULEHIR AR B PR f

Latest time to lodge transfers

FO8% A H

Record date

KRS TR AR 3 A

Expected final dividend payment date

(BIFREREEZ IREBFASH )

EEIEHBERRELSM AR B EEHIER
MBPERFE - FTERM B SHERAEER
SWEEARE B IIE R B PR EATKER
RAZBRNBLREEPRESFEL AR A AIH
BBPFE - Ml AEBEFEFAER18IRA
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CLOSURE OF REGISTER OF SHAREHOLDERS (continued)

For determining shareholders’ entitlement to receive the proposed final
dividend*:

202046 A5H (2 HH)£2020F6 A9R (EH=)
5 June 2020 (Friday) to 9 June 2020 (Tuesday)

20206 H4 H (E ) T F4830%
4:30 p.m. on 4 June 2020 (Thursday)

20206 H9H(EH )
9 June 2020 (Tuesday)

20206 A17H(EZH=)
17 June 2020 (Wednesday)

(*subject to shareholders’ approval at the forthcoming annual general meeting)

During the periods of the closure of Register of Shareholders, no share
transfers will be registered. For registration, 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 relevant latest
time to lodge transfers.
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BUSINESS REVIEW

A review of the business of the Group and a discussion and analysis
on the Group’s future business development are provided in the
“Chairman’s Statement” and the “Review of Operations” of this Annual
Report. Description of the principal risks and uncertainties that the
Group may be facing can also be found in the “Chairman’s Statement”
and the “Review of Operations” of this Annual Report. The objectives
and policies of financial risk management and the risk management
structure and framework of the Group can be found in the “Notes
to the Financial Statements” of this Annual Report. Particulars of
important events affecting the Company that have occurred since
the end of the financial year (if any) can be found in the “Notes to the
Financial Statements”. An analysis of the Group’s performance during
the year using financial key performance indicators is provided in the
“Review of Operations” of this Annual Report. In addition, discussions
on the Group’s environmental policies and relationships with the
key stakeholders and compliance with relevant laws and regulations
which have a significant impact on the Group can be found in the
“Environmental, Social and Governance Report” and the “Corporate
Governance Report” of this Annual Report. The “Notes to the Financial
Statements” also contain description of the management structures
and framework to ensure compliance with various laws and regulations
which are applicable to the Group. The above sections form part of
this Report of the Directors.

SHARES ISSUED IN THE YEAR

Details of the shares of the Company issued during the year are shown
in Note 38 to the financial statements.

DONATIONS

During the year, the Group made charitable and other donations
amounting to HK$1,351,000.
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DIRECTORS

The Directors of the Company during the year and up to the date of
this report are:

David Shou-Yeh Wong
Chairman

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

Robert Tsai-To Sze*

Seng-Lee Chan*

Yuen-Tin Ng*

Blair Chilton Pickerell*

Gary Pak-Ling Wang
Group Chief Financial and Operating Officer

Nicholas John Mayhew
Deputy Chief Executive

Jun Fujimoto (resigned with effect from 27 August 2019)

* Independent Non-Executive Directors
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DIRECTORS (Continued)

In accordance with Articles 107 and 108 of the Company’s Articles of
Association, one-third (or the number nearest to and at least one-third)
of the Directors being those who have been longest in office shall retire
by rotation at each annual general meeting. The Directors retiring under
Articles 107 and 108 are, however, eligible for re-election. Accordingly,
Messrs. David Shou-Yeh Wong, Nicholas John Mayhew and Seng-Lee
Chan will retire, and being eligible, offer themselves for re-election at
the forthcoming annual general meeting.

The Company has received an annual confirmation from each of the
Independent Non-Executive Directors as regards their continued
independence while serving as members of the Board of Directors
during the year. The Company considers all the Independent Non-
Executive Directors to be independent.

Details of the Directors to be re-elected at the forthcoming annual

general meeting are set out in the circular to the shareholders sent
together with this Annual Report.

RIRITEREER AT 2019F F 8,

105



EFEEREE
REPORT OF THE DIRECTORS

106

EEENz2H

RIFCEMHRBINEFE13.51B(1) 1§ » B FIFEARQ T
2019GF R HASREE B (S » WiEA - AR ERES
INESRMS - WABZTRARRIES 2 AM
HEDEAFIRBEIL - EFEERBEEAHNESH N
T~

BUHNTEF

—  H2019F10A10BREAHNEELFRX S
Z B8 g2 HEEMZ 8 g (nternational
Advisory Board, Securities and Exchange
Board of India)fk &

— M 2019 F 11 A 1 A # (= {F CreditEase
Wealth Management (HK) Ltd. 2 5 B &8

—  [H20194F 11 A1 H B ¥ Z% £ & CreditEase
Holdings (HK) Limited 2 5 i 58

—  H2020F3A25HREZTAE —KFER
NE|Z BN IEHTESUARMEEREEKE
MFEEREEEKE

M R RSN - AR B EHE M ERERE( L
TRAINE13.51B(I)EMELIRE -

EERBEEN

BEERZEFEARNBLEEMAMERFRE
FA TAMERET FRECEERERIN OB
TR IENRIEEX -

MEARES
REEFAREAESEREEAHL - HEAR
AMBERAREZEZ2MEEREINAESES
WESERZIMBARIES | —HA -

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in information
required to be disclosed by the Directors since the publication of
the 2019 Interim Report of the Company (or, where applicable as
regards Director appointed subsequent thereto, since the date of
announcement for appointment) and up to the date of this Annual
Report are set out below:

Mr. Blair Chilton Pickerell
Independent Non-Executive Director

- Ceased as a member of the International Advisory Board of
the Securities and Exchange Board of India with effect from 10
October 2019

- Ceased as a strategic advisor of CreditEase Wealth Management
(HK) Ltd. with effect from 1 November 2019

- Appointed as a strategic advisor of CreditEase Holdings (HK)
Limited with effect from 1 November 2019

- Appointed as an Independent Non-Executive Director and
a member of the Finance Committee and a member of the
Corporate Governance Committee of First Pacific Company
Limited with effect from 25 March 2020

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

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election has a service contract
with the Company or any of its subsidiaries which is not determinable
within 1 year without payment of compensation, other than statutory
compensation.

DIRECTORS OF SUBSIDIARIES

A list of the names of all the directors who have served on the boards
of the subsidiaries of the Company during the year and up to the
date of this Report of the Directors is provided in the “Directors of
Subsidiaries” section which follows this Report of the Directors.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 31 December 2019, the interests and short positions of the
Directors and the Chief Executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“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:

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

HERTRH

Ay

FARAZERRG HERGHE Aok

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

BAES EEERY HitER B3t interestsin the

Personal Corporate Other Total total number of

S Director Interests Interests® Interests Interests  issued shares
TFE David Shou-Yeh Wong - 1,045,626,955@ - 1,045,626,955 74.38%
B (=) Gary Pak-Ling Wang 2,434,691019 - - 2,434,691 0.17%
EEE Nicholas John Mayhew 2,355,476 - - 2,355,476 0.17%
o ‘ (EERITRE

t%ﬁﬂ%ﬁﬁ&ﬂﬂ%lﬁﬂﬂﬁﬁ/ﬁﬁﬁﬂwﬁﬁ ey g

Number of ordinary shares/underlying shares of Tk

Dah Sing Financial Holdings Limited Percentage of

B AR EEER Htr#s AR interestsin the
Personal Corporate Other Total total number of
£ Director Interests Interests!” Interests Interests  issued shares
TF% David Shou-Yeh Wong - 137,285,6820 - 137,285,682 42.96%
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

(Continued)

a)

Notes:

M

)

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

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

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

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

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

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

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

1) Share option schemes of the Company

The shareholders of the Company approved the adoption of a
new share option scheme (the “New DSBG Scheme”) and, at the
same time, the termination of the Share Option Scheme adopted
by the Company on 12 June 2004 (the “Old DSBG Scheme”)
at the annual general meeting of the Company held on 27 May
2014. No further options can be offered under the Old DSBG
Scheme after its termination but the provisions of the Old DSBG
Scheme remain in full force and effect to the extent necessary
to give effect to exercise of all options granted prior to the
termination of the Old DSBG Scheme but not yet exercised at

the time of termination.

In accordance with the requirements of The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”), a summary of the Old DSBG
Scheme and the New DSBG Scheme (collectively the “DSBG
Schemes”) is disclosed as follows:

(1)  Purpose of the DSBG Schemes:
The purpose of the DSBG Schemes is to attract, motivate
and retain high quality executives to contribute to the
Group’s business and growth.

(@) Participants of the DSBG Schemes:
Eligible participants of the DSBG Schemes included

directors and employees holding supervisory positions in
the Company and its subsidiaries.
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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)

1) Share option schemes of the Company (Continued)

(8) Total number of shares available for issue under the DSBG
Schemes and percentage of total number of issued shares
as at the date of this Report of the Directors:

Following the termination of the Old DSBG Scheme, no
further share options can be granted under the Old DSBG
Scheme.

The number of shares available for issue under the New
DSBG Scheme and any other schemes is 70,076,781
shares, representing 4.99% of the total number of issued
shares of the Company as at the date of this Report of the
Directors.

(4)  Maximum entitlement of each participant under the DSBG
Schemes:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of the DSBG Schemes and the
Listing Rules as amended from time to time.
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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)

1) Share option schemes of the Company (Continued)

(5)  Period within which the shares must be taken up under an
option:

The exercise period is determined by the Nomination
and Remuneration Committee on behalf of the Board
of the Company, and is specified when related options
are granted. Shares under the options must be taken up
within 10 years from the date of grant. All the existing
share options granted under the DSBG Schemes shall be
exercisable upon vesting in 5 equal tranches between the
first and fifth anniversaries from the date of grant.

(6)  Minimum period for which an option must be held before it
can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of
the Board of the Company, and is specified when related
options are granted. None of the existing share options
granted under the DSBG Schemes shall be exercisable
within one year from the date of grant.

(7)  Amount payable on application or acceptance of the
option and the period within which payments or calls must
or may be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 21 days upon offer of granting of
options or the date on which the conditions (if any) for the
offer are satisfied.
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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)

)
®)

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019

Share option schemes of the Company (Continued)

Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of the Company on the basis no less exacting
than the requirement set out in Rule 17.03(9) of the Listing
Rules and is determined as no less than the higher of (i)
the closing price of the Company’s shares traded on the
SEHK on the date of grant; and (ii) the average closing
price of the Company’s shares traded on the SEHK for the
5 business days immediately preceding the date of grant.

Remaining life of the DSBG Schemes:

The Old DSBG Scheme was terminated on 27 May 2014
and all outstanding share options granted under the Old
DSBG Scheme were exercised during 2019. The New
DSBG Scheme shall be valid and effective for a period of
10 years commencing from 27 May 2014 and expiring at
the close of 26 May 2024.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

Z) EXRQTREEELIEZRRETET b) Interests in options under share option schemes of the
AR REERS @ Company and its associated corporation (Continued)
1) A GF] 2 ERfRERE] (4 ) Share option schemes of the Company (Continued)
(i) RITIRITEEEST 2 (i) Old DSBG Scheme
THARFRITEBEAERE 2R The particulars of interests in options to subscribe for
[ #E ARRIE AN Bl BRI D < B ordinary shares of the Company granted under the Old
Nzl EMRADMBREE 2 &k} - DSBG Scheme and information that is required to be
disclosed in accordance with the Listing Rules are set out
below:
AREEEZEDIARNEE
Number of the Company’s shares underlying the options
20198 2019FA  R2019%F EEY RMA e
1A1R 2019/ 2019/ &8/%%  12A31R Exercise Grant  Exercise
b=y -1l £ 7 Cancelled/ =2) price® date period®
Held at Granted  Exercised lapsed Held at (8x) (B/B/€) (B/R/%)
ABA Grantee 1/1/2019" during 2019 during 2019 during 2019 31/12/2019 HKS)  (OMY)  (DIMAY)
ES#E Aggregate of employees © 62,312 - (62,312)¢ - 0 1168 26/03/2014 26/03/2015 -
26/03/2020
B Notes:

AR R B201445 B 52k 2 A%
MyEH AR - NAAIN201455 A8
At AR AR Z L A -

U]

RIBRHIRITEEET S TRER
FARARITERZBEENE T BE
HE1EZE5EBS DT85
BER T IATTRE -

@

REREDETETAERET » #&
SERANATEZZLEMBERRNE
T RRITHAELERAE - I
REBREMBIED TEESLHITE
HER -

®)

Adjusted as a result of the rights issue of the Company
completed in May 2014. The key summary of related
adjustments was announced by the Company on 8 May
2014.

The share options granted under the Old DSBG Scheme
which were outstanding during the year were exercisable
upon vesting in 5 equal tranches between the first and fifth
anniversaries from the date of grant.

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

(Continued)

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

1) Share option schemes of the Company (Continued)
() Old DSBG Scheme (Continued)

Notes: (Continued)

4) The weighted average closing price of the shares of the
Company immediately before the date on which the options
were exercised during the year ended 31 December 2019
was HK$14.98.

(5) Details of the computation of the value of options are shown

LTV in Note 44 to the financial statements.
(i)  ARIRITEREREE (i)  New DSBG Scheme
TOIARFRITRE B 28R The particulars of interests in options to subscribe for
BRAEDASRIB AN A A) & B AR R A7 2 #E ek ordinary shares of the Company granted under the New
NAZ( ETRADM AR E 2 B DSBG Scheme and information that is required to be
disclosed in accordance with the Listing Rules are set out
below:
AREEE2EDNTRDEE
Number of the Company’s shares underlying the options

2019 2019FR  R2019% @ RHB e

1A18  2019F@  2019%@ 8/ /%%  12A31A  Exercise Grant  Exercise
=21 Rit 7%  Cancelled/ b=2] price date period®

Held at Granted  Exercised lapsed Held at (%) (B/B/E) (B/R/%®)

EBEA Grantee 1/1/2019 during 2019 during 2019 during 2019 31/12/2019 HKS)  (©/MY)  (DIMAY)

= Directors

Tha% Gary Pak-Ling Wang 450,000 - - - 450,000 18.24  26/04/2018 26/04/2019 -

26/04/2024

KEE Nicholas John Mayhew 450,000 - - - 450,000 18.24  26/04/2018 26/04/2019 -

26/04/2024

HifgE4%®  Aggregate of other 600,000 - - - 600,000 18.24  26/04/2018 26/04/2019 -

employees @ 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)

1) Share option schemes of the Company (Continued)

(i)  New DSBG Scheme (Continued)

Notes:

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

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

(3) Details of the computation of the value of options are shown
in Note 44 to the financial statements.
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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)

1) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company

On 27 May 2015, the shareholders of DSFH approved the
adoption of a share option scheme (the “DSFH Scheme”). No
share options had been granted under the DSFH Scheme since
the date of its adoption to 31 December 2019.

In accordance with the requirements of the Listing Rules, a
summary of the DSFH Scheme is disclosed as follows:

(1)  Purpose of the DSFH Scheme:

The purpose of the DSFH Scheme is to provide an
incentive and/or reward to grantees for their contribution
to, and continuing efforts to promote the interests of,
DSFH group of companies.

(2) Participants of the DSFH Scheme:

Any director, manager, or other employee holding an
executive, managerial or supervisory position in DSFH
group of companies as the Board may in its sole discretion
determine to be eligible to participate in the DSFH
Scheme.

(8)  Total number of shares available for issue under the DSFH
Scheme and percentage of total number of issued shares
as at the date of this Report of the Directors:

The number of shares available for issue under the DSFH
Scheme and any other schemes is 15,978,755 shares,
representing 5% of the total number of issued shares of
DSFH as at the date of this Report of the Directors.
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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)

1) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

(4)  Maximum entitlement of each participant under the DSFH
Scheme:

No options may be granted to any eligible person which, if
exercised, would result in such eligible person becoming
entitled to subscribe for such number of shares as, when
aggregated with the total number of shares already issued
or to be issued to him under all options granted to him in
the 12-month period up to and including the offer date of
relevant options, exceed 1% of the shares in issue at such
date. Any grant of further options above the limit shall be
subject to the provisions of the DSFH Schemes and the
Listing Rules as amended from time to time.

(5)  Period within which the shares must be taken up under an
option:

The exercise period is determined by the Nomination and
Remuneration Committee on behalf of the Board of DSFH,
and is specified when related options are granted. Shares
under the options must be taken up within 10 years from
the date of grant.

(6)  Minimum period for which an option must be held before it
can be exercised:

The minimum holding period is determined by the
Nomination and Remuneration Committee on behalf of the
Board of DSFH, and is specified when related options are
granted.
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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)

1) Share option scheme of Dah Sing Financial Holdings
Limited, the holding company of the Company (Continued)

(7)  Amount payable on application or acceptance of the
option and the period within which payments or calls must
or may be made or loans for such purpose must be repaid:

The amount payable on acceptance of an option is HK$1
and must be made within 21 days upon offer of granting of
options or the date on which the conditions (if any) for the
offer are satisfied.

(8)  Basis of determining the exercise price:

The exercise price per option share is concluded by the
Nomination and Remuneration Committee on behalf of
the Board of DSFH on the basis no less exacting than the
requirement set out in Rule 17.03(9) of the Listing Rules
and is determined as no less than the higher of (i) the
closing price of DSFH'’s shares traded on the SEHK on the
date of grant; and (ji) the average closing price of DSFH’s
shares traded on the SEHK for the 5 business days
immediately preceding the date of grant.

(99 Remaining life of the DSFH Scheme:
The DSFH Scheme shall be valid and effective for a period

of 10 years commencing from 27 May 2015 and expiring at
the close of 26 May 2025.
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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)

All the interests stated above represented long position. As at 31
December 2019, 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
executives’ interests and short positions.

Save as disclosed above, as at 31 December 2019, 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.

EQUITY-LINKED AGREEMENTS

Save for the share option schemes of the Company as disclosed
above, no equity-linked agreements were entered into by the Company
during the year or subsisted at the end of the year.

DIRECTORS’ MATERIAL INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS THAT ARE
SIGNIFICANT IN RELATION TO THE COMPANY’S
BUSINESS

No transactions, arrangements or contracts of significance in relation
to the Company’s business to which the Company, its subsidiaries
or its holding company was a party and in which a Director of the
Company or an entity connected with a Director had a material
interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 31 December 2019, 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 section 336 of Part XV of the SFO or otherwise known to the

Company.

FERHEE
R Rz
Number of
shares held/

HEBITRG
B R
Bate®
Percentage of
interests in the

BRE I=20) interests  total number of
Shareholder Capacity in shares  issued shares ¥
TEREE EERGBHEEATHEER
AR VEHS A e
Christine Yen Wong Deemed interest by virtue of her spouse 1,045,626,955" 74.38%
having a notifiable interest
R¥emEEFRAR([RFer]) Btk
Dah Sing Financial Holdings Limited Beneficial interest 1,045,461,643 74.37%
(“DSFH!!)
F 188 BaEn MR ARFEEFRA
ERESSEEL0ShE: $ai
Harold Tsu-Hing Wong Beneficial interest and deemed interest 1,048,200,188@ 74.57%
in shares indirectly held by trustee
EEEREFARAR(DEEERD EREAMEEE R
HSBC International Trustee Limited Trustee and corporate interests 1,045,461,643® 74.37%
(“HSBCIT”)
% B IR
Schroders Plc Investment manager 83,995,428 5.98%
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

Notes:

M

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

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

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

The percentage of interests was calculated with reference to the total
number of issued shares of the Company as at 31 December 2019.

All the interests stated above represented long positions. As at 31

December 2019, no short positions were recorded in the register of

shareholders’ interests in shares and short positions maintained by the

Company.
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PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every Director
and officer shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities (to the fullest extent permitted
by the Companies Ordinance (Cap. 622)) which he/she may sustain
or incur in or about the execution of the duties of his/her office or
otherwise in relation thereto. The Company has arranged appropriate
directors’ and officers’ liability insurance coverage for the Directors
and officers of the Group.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

There was no purchase, sale or redemption by the Company, or any of
its subsidiaries, of the listed securities of the Company during the year
ended 31 December 2019.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the year ended 31 December 2019.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2019,
calculated under sections 291, 297 and 299 of the Companies
Ordinance (Cap. 622), amounted to HK$623,303,000 (2018:
HK$219,585,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group for the year
ended 31 December 2019 have been set out in Note 43 to the financial
statements.

FIVE-YEAR FINANCIAL INFORMATION

The published results and the assets and liabilities of the Group for the
last 5 years are included in the section headed “Financial Summary” of
this Annual Report.

MAJOR CUSTOMERS

During the year ended 31 December 2019, the Group derived less than
30% of interest income and other operating income from its 5 largest
customers.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



EEEREE
REPORT OF THE DIRECTORS

RERRERE

RARBIAEZ ARER EARNRBISEEHA
ARBR#FRBCEMRAUDPIRE 2 2R

o

fel

(BERBEXZMARAARE LHRA)
Z BT

BEM < M HREEI(BEEHERSAER AT
Eo EMARADER 2 MEFRE -

BB A

A BRREEREBICESTTERAER -
ZRZBEER SR - ERTREEREE - £RE
ZERBERET  BREZDHAEEEIFKE
BRI EBA AR R RIRBEHFES - AARE
BEIF AL T AN RZELED -

RRESE
HER
EFRSIERITIARE

%8 - 202063 H25H

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained the prescribed public float under the
Listing Rules, based on the information that is publicly available to the
Company and within the knowledge of the Directors of the Company.

COMPLIANCE WITH THE RULES GOVERNING THE
LISTING OF SECURITIES ON THE STOCK EXCHANGE OF
HONG KONG LIMITED

The accompanying financial statements comply with the applicable
disclosure provisions of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited.

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers
who retire and, being eligible, offer themselves for re-appointment.
A resolution for the re-appointment of PricewaterhouseCoopers as
auditors of the Company is to be proposed at the forthcoming annual
general meeting. The Company has not changed its auditors in the
preceding 3 years.

On behalf of the Board
Hon-Hing Wong

Managing Director and Chief Executive

Hong Kong, 25 March 2020
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The names of the directors who have served on the boards of the
subsidiaries of the Company during the year ended 31 December 2019
and up to 25 March 2020, being the date of the Report of the Directors
of Company for the year, are set out below:

(in alphabetical order)

CHAN Hoi-Kit Frederick
CHAN Seng-Lee

CHAN Wai-Kin Cliff

CHANG Pui-Yuk Vanessa
CHENG Yu-Chung (Patrick CHENG)
CHIU Yuk-Fai Alick

Martin EKINS

HO Ka-Yeung Eric

Paul Michael KENNEDY
KONG Yiu-Fai (Eddie KONG)*
LAU Ka-Wai Frederick

LAU Pak-Hung

LAU Shing-Tat Eddie*
Nicholas John MAYHEW

NG Yuen-Tin

Blair Chilton PICKERELL
POON Clement

POON Wing-Fai Jimmy

SZE Tsai-To Robert

TAM Wai-Hung David

WANG Pak-Ling Gary
WONG Hon-Hing (Derek WONG)
WONG Mei-Chun Phoebe
WONG Shou-Yeh David
WONG Tsu-Hing Harold

YAU Ho-Wing Vincent

YUEN Yat-To (Henry YUEN)

* Those who have resigned/ceased as a Director of the relevant subsidiary(ies)
of the Company.
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CONSOLIDATED INCOME STATEMENT

#Z2019412 431 H L5 /Z For the year ended 31 December 2019
(ABEETh%7R) (Expressed in thousands of Hong Kong dollars)

FasE
Note 2019 2018
MEHA Interest income 7,472,587 6,712,063
FEZH Interest expense (3,398,803) (2,547,972)
FEREWA Net interest income 7 4,073,784 4,164,091
R & ML WA Fee and commission income 1,433,414 1,477,833
fRi%E MAe S Fee and commission expense (286,450) (316,604)
FREBRASHWA Net fee and commission income 8 1,146,964 1,161,229
FEEWA Net trading income 9 98,891 332,461
HAh & B WA Other operating income 10 68,474 72,145
EEWA Operating income 5,388,113 5,729,926
EiET Operating expenses 11 (2,850,566)  (2,700,295)
HBRBEE B 2 & ERA Operating profit before impairment losses 2,537,547 3,029,631
EEREESR Credit impairment losses 14 (356,386) (233,441)
HBRETRERBEEEE Operating profit before gains and losses on
2 R EER 2 EERA certain investments and fixed assets 2,181,161 2,796,190
HEEMETEE 2 FEE Net loss on disposal of other fixed assets (6,568) (1,932)
REMENFERARZF(ER),/ Net (loss)/gain on fair value adjustment of
Wiz investment properties (28,289) 57,488
HEUA A2 EEEBETA Net (loss)/gain on disposal of financial assets
Eh 2 EWN SR EE 25 at fair value through other comprehensive
(E18), W income (24) 1,682
B A RIRE ZREEE Impairment loss on the investment in an
associate 24 (287,000) (633,000)
i NI e Share of results of an associate 701,857 659,708
JEMG R E B 2 45 Share of results of jointly controlled entities 32,072 27,234
BRI Profit before taxation 2,593,209 2,907,370
IR Taxation 15 (353,075) (427,668)
FEHEF Profit for the year 2,240,134 2,479,702
DB : Attributable to:
YR PETHIFERS R Non-controlling interests 101 (33)
AR AR Shareholders of the Company 2,240,033 2,479,735
EREEF Profit for the year 2,240,134 2,479,702
BREF Earnings per share
ER Basic 17 HK$1.59 HK$1.77
e Diluted 17 HK$1.59 HK$1.77
F131EEE336 8 ZMzE IR shEzk 2 — The notes on pages 131 to 336 are an integral part of these
& o consolidated financial statements.
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A EEREER
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

#Z%E2019412 A31H |L4FZ For the year ended 31 December 2019
(LAB® T JLhI%517R) (Expressed in thousands of Hong Kong dollars)

2019 2018
FERF Profit for the year 2,240,134 2,479,702
FEHMEE RS Other comprehensive income for the year
ARk e EH N ARG AUZEIRMIER ©  Items that may be reclassified to the consolidated
income statement:
BHE Investments in securities
NAFEFEBEZS T AEMEME  Net change in fair value of debt instruments at fair
WM EFS TAEZ AT EZE)FE value through other comprehensive income 395,412 (413,774)
UAFEFEBEZS T AEMEME  Net change in allowance for expected credit losses
WammEH LA EREEER of debt instruments at fair value through other
FEME R E) R comprehensive income 4,487 (1,804)
TFETE (IR ) B @ = zs8R ¢ Net loss/(gain) realised and transferred to income
statement upon:
—HENAFEZE A HZE) — Disposal of debt instruments at fair value through
FTAHMEEE 2 BB TR other comprehensive income 24 (1,682)
B Ll 2 EERTE Deferred income tax related to the above (52,137) 73,537
347,786 (343,723)
MEFIMEE S HRRAIER =2 Exchange differences arising on translation of the
financial statements of foreign entities (159,945) (306,372)
TEEFHEEGRE WERNIEE ¢ Items that will not be reclassified to the consolidated

income statement:

A E2 B EZeHT ARMZEE  Net change in fair value of equity instruments at fair

WakER S TAZ AFEZB)F5  value through other comprehensive income 951 1,608

B bt 2 IRAER 18 Deferred income tax related to the above (157) (265)
794 1,343
MERAIRRE 2 FEE M2 Other comprehensive income/(loss) for the year,

Wz, (&) net of tax 188,635 (648,752)
HRBMIBR 2 EEEHKRZHEE Total comprehensive income for the year, net of tax 2,428,769 1,830,950
DRI Attributable to:

IR RE AR Non-controlling interests 101 (33)

NN &S Shareholders of the Company 2,428,668 1,830,983
HRBEEFEZE NGRS Total comprehensive income for the year, net of tax 2,428,769 1,830,950
F131EEE336 8 ZMizE IR Bz 2 — The notes on pages 131 to 336 are an integral part of these
BB © consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2019412 A31H As at 31 December 2019
(LABBET %R ) (Expressed in thousands of Hong Kong dollars)

(i3
Note 2019 2018
BE ASSETS
& RIERITH A Cash and balances with banks 18 17,642,248 16,353,354
FIRIT1E1218 A R EIR 758 Placements with banks maturing between one and
twelve months 5,494,972 10,241,980
HIEEERBRNES Trading securities 19 8,387,953 7,621,184
UAFEFE2AEEH ABRNEHMEE Financial assets at fair value through profit or loss 19 328,768 327,483
PTEemMT A Derivative financial instruments 20 567,816 727,043
FHEERREMIRE Advances and other accounts 21 145,046,748 136,197,907
AT ER2 B HEEE A Financial assets at fair value through other
FEBENEREE comprehensive income 22 42,163,280 41,654,511
PAESAR TR SR B 2 Financial assets at amortised cost 23 15,653,025 9,141,356
BENFIRE Investment in an associate 24 3,888,775 3,620,597
KRR EEIRE Investments in jointly controlled entities 25 96,363 87,691
BE Goodwill 27 811,690 811,690
B EE Intangible assets 27 58,252 58,252
TEREMETEEE Premises and other fixed assets 28 1,942,740 2,040,018
KBy Investment properties 29 1,208,639 1,236,928
BIEATH B & B Current income tax assets 2 1,570
ERETRIBEE Deferred income tax assets 35 115,216 154,354
BEGH Total assets 243,406,487 230,275,918
=L LIABILITIES
RITER Deposits from banks 2,465,069 3,797,556
PTEEMT A Derivative financial instruments 20 1,093,028 473,273
RHIEEEREMARE Trading liabilities 31 5,516,558 5,758,954
EFEFR Deposits from customers 32 182,628,806 172,966,849
BEITHESE Certificates of deposit issued 33 6,750,825 6,535,076
RIEED Subordinated notes 34 5,510,181 5,449,082
HifRE KR Other accounts and accruals 10,765,814 8,200,112
BRI A G Current income tax liabilities 470,834 594,098
EETIRAE Deferred income tax liabilities 35 20,559 20,774
BES Total liabilities 215,221,674 203,795,774
E EQUITY
YRR R Non-controlling interests 15,386 15,285
ERFRRELER Equity attributable to the Company’s shareholders
BRAR Share capital 38 6,894,438 6,893,494
H 76 (B RERBH) Other reserves (including retained earnings) 39 20,376,402 18,672,778
BRRES Shareholders’ funds 27,270,840 25,566,272
EoMERMTER Additional equity instruments 40 898,587 898,587
ERAH Total equity 28,184,813 26,480,144
EEREES Total equity and liabilities 243,406,487 230,275,918
EEEH202053 258 #b /& R IR Approved and authorised for issue by the Board of Directors on 25
March 2020.
R =EHE Nicholas John Mayhew Hon-Hing Wong
EF EFrE Director Managing Director
F131EEE336 8 ZMizE IR Bz 2 — The notes on pages 131 to 336 are an integral part of these
27 o consolidated financial statements.
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hoo A fRE SR TR
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#Z%E2019412 A31H |L4FZ For the year ended 31 December 2019

128

(ABEET h%7R) (Expressed in thousands of Hong Kong dollars)
AARRRIEMGER
Attributable to the shareholders
of the Company
B R
EHEMTA hES
LEN HitfkE  RE2F  Additional Non- M4t
Share Other Retained equity  controlling Total
capital reserves earnings instruments interests equity
20191 A1 &R Balance at 1 January 2019 6,893,494 608,245 18,064,533 898,587 15,285 26,480,144
MIATEFEBEHIREEE]  Changes on initial application of
E165.22%) HKFRS 16 - - (9,790) - - (9,790)
KB 22019F1 810 Restated balance at
i 1 January 2019 6,893,494 608,245 18,054,743 898,587 15,285 26,470,354
FEHF Profit for the year - - 2,240,033 - 101 2,240,134
FEEMZEKE Other comprehensive income
for the year - 188,635 - - - 188,635
BETERREE T L Issue of ordinary shares pursuant
LERRG to exercise of share options 944 (217) - - = 727
DARAES AR EAZRE  Provision for equity-settled share-
el based compensation - 1,406 - - - 1,406
PR TS - D4 Reclassification of net change in
ATEEBEEEA fair value of equity instruments
Hip2EamaiEst at fair value through other
TEZNTEEHFE comprehensive income upon
(BRBi12) derecognition, net of tax - - - - - =
HIMERM TR ZREFUA  Distribution payment of additional
equity instruments - - (41,682) - - (41,682)
2018 RERA 2018 final dividend - - (492,013 - - (492,013
2019 R 8 2019 interim dividend - - (182,748) - = (182,748)
2019512831 A& Balance at 31 December 2019 6894438 798060 19578333 898587 15386 28,184,813
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RONSN ik P
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HZE2019F12 31 H L FZ (4) For the year ended 31 December 2019 (Continued)
(LAB® T LhI57R) (Expressed in thousands of Hong Kong dollars)

ARARRE G R
Attributable to the shareholders
of the Company
g ORERIE
BRMTA R
BA HftRE  REREM  Additional Non-  ##@A&E
Share Other Retained equity  controlling Total
capital reserves earnings  instruments interests equity
20181 A1B &% Balance at 1 January 2018 6,873,813 1,169,708 16,921,198 898,587 15,318 25,878,624
MIAEFEBEHIREEE]  Changes on initial application of
EOHR 2 EE HKFRS 9 - 50,626 (380,254) - - (329,628)
MIEEREBIERESE|  Impact of initial application of
LD AN NG| HKFRS 9 on share of an
b 7 associate - 05446 (284,490) - - (250,044)
LE5)72018F1A1R Restated balance at
3 1 January 2018 6,873,813 1,245,780 16,256,454 898,587 15,318 25,289,952
FEEF Profit for the year - - 2,479,735 - (33) 2,479,702
EREMEEEE Other comprehensive loss for the
year - (648752 - - - (648752
BB RREE T Issue of ordinary shares pursuant
LRRRA to exercise of share options 19,681 (4,735) - - - 14,946
DA S (S LAR (3 E A EHE  Provision for equity-settled share-
W2 Bl based compensation = 1,421 = = = 1,421
AR HRERES » %P Reclassification of net change in
AVEFEREET A fair value of equity instruments
ﬁﬁt%@ﬂﬁlﬁ?&ﬁ’]f ks at fair value through other
it comprehensive income upon
(WM%) derecognition, net of tax - 14,531 (14,531) - - -
BIMEFMTEZR#EFIE  Distribution payment of additional
equity instruments - - (39,033) - - (39,033)
2017 FRHRE 2017 final dividend - - (435474) - - (435474)
2018FHHIR S 2018 interim dividend - - (182,618) - - (182,618)
2018F12A31 B4 Balance at 31 December 2018 6,893,494 608,245 18,064,533 898,587 15,285 26,480,144
F131 B EF336 8 2 W i ARG S ERRET 2 — The notes on pages 131 to 336 are an integral part of these
2L o consolidated financial statements.
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o ATH AP B2 4t At
meElRenEEE

CONSOLIDATED STATEMENT OF CASH FLOWS

#Z%E2019412 A31H |L4FZ For the year ended 31 December 2019
(LAB® T JLhI%517R) (Expressed in thousands of Hong Kong dollars)

130

FfaE
Note 2019 2018
RETH2HERE Cash flows from operating activities
mEEERA(FTR)RE FHE Net cash from/(used in) operating activities 41(a) 10,332,260  (2,884,151)
RETEZEHERE Cash flows from investing activities
BEAMETEEE Purchase of other fixed assets (101,593) (173,833)
&S H A B E B EATS A Proceeds from disposal of other fixed assets 927 134
RERBATAR G S Net cash used in investing activities (100,666) (173,699)
RMETE2EHERE Cash flows from financing activities
BATEBARAR D Issue of ordinary shares (net of share issue
(BIBRETROER) expenses) 727 14,946
BEBRRERS Repayment of subordinated notes 41(c) (1,765,339) =
BITIREETS Issue of subordinated notes 41(c) 1,753,426 =
ReEbn 2 HERK Principal element of lease payments (176,912) =
RESMER 1t T B 2R3 5RIE Distribution payment on additional equity
instrument (41,682) (39,033)
SRNEBTRERKRER Interest paid on subordinated notes and
7L M E debt securities issued 41(c) (291,958) (293,730)
IR EE AR B Dividends paid on ordinary shares (674,761) (618,092)
MEEBIRAREFRE Net cash used in financing activities (1,196,499) (935,909)
HeRERBRSEEEM Net increase/(decrease) in cash and
(R ) FEE cash equivalents 9,035,095 (8,993,759)
FYRe RERIBFEIER Cash and cash equivalents at beginning
of the year 15,418,529 19,546,489
EREE o2 Effect of foreign exchange rate changes (30,614) (134,201)
FERAESRERRLIER Cash and cash equivalents at end
of the year 41(b) 24,423,010 15,418,529
F131 B 253368 Mzt i B RR 2 — The notes on pages 131 to 336 are an integral part of these

#Bo o

consolidated financial statements.
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B H5 sk M et

NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

1. —RER
RESRTEBERAR(ARAF ) BEHBAR
(GEFBI AEE )EEE - BT R P ERMHIET
SRR M IBRIRTS o

ARR T —HEEEEMNREZRAR - &2
IR E BB & LITE10857 A 03612 o

ARRZERA
—MLHAR -

AARFEMEEBRARRER

BB E N 0 AR B IRR A OB T L
PR - WEF20205F3 525 B EE S &L 3K -

2. TESTHERME

L‘A"F?‘%%%%‘%ﬁﬁﬁ‘*i&%ﬁﬂ%imz}%ﬁ?rﬂ%ﬁ :
BEALAIN - EBEMRFEARAE X -

21 mEEHE

7«1&%@2”/\97}5‘%%%&?@%@EE+EW”‘A(F%5
SREIAE DR M 2B EREEMBRE
Q‘EE\'J((@%E\M‘%E%E@E‘JJ  REERERERER
BB BHMELR  BESHEN(HEESF
ERDAREREZ GH) - ﬁ%i B G5t
RAIREBRAIEDIF622E MARmEL -

IR RMBHRRVBIBELNATERERE - A
RILRAFEIIRZIEE BREREWE - AATE
SAERHEZFF ARMEEKE (AR TFEFE

BEEZFFAEMEZEKE DNWESREE - F1E
EEfgseMEERSRABBNNAFENE
BEEFHFARGENERMEERERBE(RIEN
ETE)ZSMHEHAR -

1. GENERAL INFORMATION

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

The Company is an investment holding company incorporated in Hong
Kong. The address of its registered office is 36th Floor, Everbright
Centre, 108 Gloucester Road, Wanchai, Hong Kong.

The holding company is Dah Sing Financial Holdings Limited, a listed
company in Hong Kong.

These consolidated financial statements are presented in thousands
of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by the
Board of Directors on 25 March 2020.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the reporting years presented,
unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs” is a collective term which includes all
applicable individual Hong Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and Interpretations) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong Kong and the
requirements of the Hong Kong Companies Ordinance Cap.622.

These consolidated financial statements have been prepared under the
historical cost convention, as modified by the revaluation of investment
properties, financial assets at fair value through other comprehensive
income (“FVOCI”), financial assets and financial liabilities held for
trading, and financial assets and financial liabilities (including derivative
instruments) at fair value through profit or loss, which are carried at fair
value.

RIRITEEER AT 2019F FH
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RIFEER R M ot

NOTES TO THE FINANCIAL STATEMENTS

(LA™ T JThI%17R) (Expressed in thousands of Hong Kong dollars)

132

2. FEEHHEREHMEm@

21 wmEEE@m)

BANEBBYBRELEN 2 M B HRACRE
TERZE G TRAEEEEERASES
Eﬁﬁl%ﬂ%{’ﬁtﬁ#ﬂ%ﬁ %}ﬂZfEP“$I§ZEH'“’"
REHERHHRRM M ERREREATE -

@*HPEF%’J{E&E&%E% taE &$%l2ﬂ7ﬁ%
BRAFHEINEMEMRAREE - BFRFE
HE N HBE 2 B - GV BRRTE
BERZBRERMEG - TIRME4PRE -

(FF) KEBERA 2 Fr RAZIEETER

AEBER2019F1 A1 BRAB 2V RFE
BRI AR RISET

o ABMBHmEEIFE165(HE)

/tﬂﬂ

5 EﬁféZi HER-BRM B RE
AISEOSR 2 ER]

ﬁw

o BB IR E 2R KR 2015F £2017
R 2 FEELE -

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.1 Basis of preparation (Continued)

The preparation of financial statements in conformity with HKFRSs
requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in applying the Group’s
accounting policies. Changes in assumptions may have a significant
impact on the financial statements in the period the assumptions
changed. Management believes that the underlying assumptions
are appropriate and that the Group’s financial statements therefore
present the financial position and results fairly. The areas involving a
higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial statements
are disclosed in Note 4.

(a) New and amended standards adopted by the
Group

The Group has applied the following standards and amendments
for the first time for their annual reporting period commencing 1
January 2019:

. HKFRS 16, “Leases”

o Prepayment Features with Negative Compensation —
Amendments to HKFRS 9

. Annual Improvements to HKFRS Standards 2015 - 2017
Cycle.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



MRS R MY ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

2. FESHBEHME@® 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
21 wREEE@) 2.1 Basis of preparation (Continued)
() KB .2 3T RSN ER () (a New and amended standards adopted by the

(1) EBEBRUBH/EERE165:(H
g)

AREBD BN E201991 51 B4
BRMBHREENE165(HEE) -
TR 2 B EMRE IR XA R b &
F2018FHEH 2 LB EF - HUR
BTSSR 2 B OB R AR
RR2019F1 B1B 2B EAER
A o FrEEtBUR R EE2.21 R #E 55 -

RS BT HREERIFE165RE - &
SRR BERBBGHENFEITR
(HEYZREISBAMCERE | 2M
ERAEEEERE - ZZBEKRT
2 FE 3% IE A ARR20194F
1A1B ZEE BRI EREBmE 235
B2 - BARAEEERREAZ
THEBBMIMSEERE - 120194
1A1BENT2.4%Z=5.8% °

Group (Continued)

(1) HKFRS 16, “Leases”

The Group has adopted HKFRS 16, “Leases”
retrospectively from 1 January 2019, but has not restated
comparatives for the 2018 reporting period, as permitted
under the specific transition provisions in the standard.
The reclassifications and the adjustments arising from the
new leasing rules are therefore recognised in the opening
balance sheet on 1 January 2019. The new accounting
policies are disclosed in note 2.21.

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

RIRITEEER AT 2019F FH
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RIFEER R M ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ T JThI%17R) (Expressed in thousands of Hong Kong dollars)

2. FEEHBERHSEmw 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

21 wREEE@) 2.1 Basis of preparation (Continued)

() ZKEBERA 2 # RAENEZTER () (a New and amended standards adopted by the

Group (Continued)

(1) EBMERSERE165:CHE (1) HKFRS 16, “Leases” (Continued)

134

)
() [EAZEERIF

BRERE SRS LERE
1658 + ANEEFEA %R
BeF 2 BB RE -

s  FERE-MRNERAR
ABHEREBZHEAR

AN
=

s KEBATNHERLTEE
e S AETRERN
ZERAE — 120195
1A1REEREHRZE
B

. IR & HR201941 A
1BEMR12{8 A 2 &<
ERERASEE

. STERVGER B2 E
BEEERTEESVGRE
B &

s NHEARBEERIHK
LHRERE - HEMBRE

BIEET o

AEBSEEETEHFES
RRMNmERBRRAEEHEE
—IRHE - BRBIKE R B
FIZER  AEEKEBERAE

BT ENFEATHRERBRAE
E-RipZEEREs —AHEE)
e EFfE -

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019

(i) Practical expedients applied

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

° applying a single discount rate to a portfolio of
leases with reasonably similar characteristics;

o relying on previous assessments on whether
leases are onerous as an alternative to
performing an impairment review — there were
no onerous contracts as at 1 January 2019;

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

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

. using hindsight in determining the lease term
where the contract contains options to extend
or terminate the lease.

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



MRS R MY ot

NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

2. FEEHHEREHMEm@

21 wmEEE@m)
(FF) KEFERA 2 F RASISETER ()

1

=B HREERFE 165 (HE
)@

(i) MHEREZ:E

2.1

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Basis of preparation (Continued)

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

HKFRS 16, “Leases” (Continued)

(i)  Measurement of lease liabilities

R2018F12 431 BT 2 1&&
THERE
EAFARARTGEARREZ
I EE R =REER
Nk - RERFERAIEZ
REREREEERE
ik BERENEBDARBZHE
A
bk - HERRRIDEREETE
ZRIRFIES B A

MN2019F1 B1B Rz HE AR

(i) FHBEEEZ:E
ez EREEET =Y EHE
S A I 47 3B W B R TE T
REERIARERMETE

2019
Operating lease commitments disclosed as at
31 December 2018 1,293,536
Discount using the lessee’s incremental borrowing rate
at the date of initial application (131,062)
Less: short-term leases or low-value leases recognised
on a straight-line basis as expense (935)
Less: lease agreements that have been contracted
for but not yet commenced (444,139)
Less: adjustments as a result of a different treatment
of extension and termination options (180,122)
Lease liabilities recognised as at 1 January 2019

537,278

(i)  Measurement of right-of-use assets

The associated right-of-use assets are related
to property leases which were measured on a
retrospective basis as if the new rules had always
been applied.

RIRITEEER AT 2019F FH
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NOTES TO THE FINANCIAL STATEMENTS

(LA™ T JThI%17R) (Expressed in thousands of Hong Kong dollars)
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2. FESHBEHME@® 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
21 wREEE@) 2.1 Basis of preparation (Continued)
() ZKEBERA 2 # RAENEZTER () (a New and amended standards adopted by the

(1) EBEBRUBH/EERE165:(H
)@

(iv) R2019%F1A1H 244
B AR TR AR 53

SETBUR 2 B E R BR20195F
TA1BZ A MBRREAT
JIEE :

e EHAEAE-EM
522,831,000/ 7C

T
~

al
7

e WM E B - R

=
647,000 7T
e EMNFE- D

5,304,000/ 7T

e ®WE AR MBE- £ M
537,278,000/ 7C

R2019F1 B1B 2REEF 2
SH 2 59,790,000/ 7T ©

() HBEAZEEE

AEBEBKERER MMERH
MARBZEEZ QFTREY
TEZRARRNBERBRE
HERIFE165E ML FHEE o

Group (Continued)

HKFRS 16, “Leases” (Continued)

(iv)  Adjustments recognised in the statement of
financial position on 1 January 2019

The changes in accounting policy affected the
following items in the statement of financial position
on 1 January 2019:

° Right-of-use assets - increased by
HK$522,831,000

o Prepayments — decreased by HK$647,000

° Accounts payable - decreased by
HK$5,304,000

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

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

(v)  Lessor accounting

The Group did not need to make any adjustments
to the accounting for assets held as lessor under
operating leases as a result of the adoption of
HKFRS 16.

(Z) KA ZHERIREFE (b) New standards and interpretations not yet adopted
REBEWARERMNE TEBRBEITR Certain new accounting standards and interpretations have
201912 A31 B 5 ER e A 2 ¥ g = 4Rl been published that are not mandatory for 31 December 2019
NEE o 25 ERW N ERE A EERR reporting periods and have not been early adopted by the Group.
EHSCRR 2 MEAKAITEZ RRZ5HE These standards are not expected to have a material impact
BATE - on the Group in the current or future reporting periods and on

foreseeable future transactions.
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NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

2. FEEHHEREHMEm@ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

22 HREUMK®RER 2.2 Consolidation

AP HRRBIEARARMEMENBRAREE The consolidated financial statements include the financial statements

12 A318 1k 2 BIF 8k © of the Company and all its subsidiaries made up to 31 December.

() HiEgAa

MEARRAREES BB (EEEE
HER)  AEEIZEHZERSEESS
BiEB2EZ BRI E YA RERA 2
O - AR NEEUZRERIRNITERX
FolR - AEGIEEE T ASEE HiEKE
REAMERAFTE - WhHZEGERIEZBE
TBEGEEE -

AEEAESHEAAEE 2 XBA G
fR o B —EHBARMNHE2RERDE
BEE BEZABERAEEETIERmL
DNFE - ITHERERBEARARE LR
ZEBEFRBEZATE - WEREZERAR
AR - ERBAHBET IS
ARRHEENAEZ ABENRAREE - 1T
R E BIRE QP EEL TR E - A%
B R BR TR B B R A P E SRR R I
PR B Gt M B B B B A 2 LL DR RR A ()
R E 2 4T R R R A s

B2 (K18 (R AR TR R
HEAIARIEIRE B A R 2 2 2
AR AR B R RS A
ZAFE - BHIRATEE - IR -
2 IR BB T AT B 2 40
BB R BARSA
ENOATE  KERBEEESARGERER
" -

(a) Subsidiaries

A subsidiary is an entity (including a structured entity) over which
the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those
returns through its power over the entity. Subsidiaries are
consolidated from the date on which control is transferred to
the Group. They are deconsolidated from the date that control

ceases.

The acquisition method of accounting is used to account
for business combinations by the Group. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis,
the Group recognises any non-controlling interest in the
acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over
the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously
held interest measured is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognised directly in the statement
of comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS

(LA™ T JThI%17R) (Expressed in thousands of Hong Kong dollars)
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2. FEEHBE#SEm@ 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 HEUBHHRER@ 2.2 Consolidation (Continued)
(FF) W2 al ) (a) Subsidiaries (Continued)
SEARFMZIRS  BHEARERZIZ N Inter-company transactions, balances and unrealised gains

HETEY - RIXDRHBBEERE
RBE RBREEIN TS - IWBARZ
EHBRE S EZ 2T URREREER
P2 E— -

ANE B a8 A B A FTICIR BV AR B A B EL X
SERMEMENEEKERER  NELE
YRR AZRERAERBEERZAM
BRERARKE T 2 FEE(BRRE)NR
E{EE @ RIZARZFREFERER -

(Z) BRZHEKRZK S

AEERELIZFIRLIR 2 X PR BEAR
BIBRAREAZR S R SRR R
miEh 2 WiES - ERENRERRENE
RRBEREFEERAE ZENER
RRIERR - MNRIE IR S & 2 sk
BRI ARIER ©

AR B S B R AR b - (AR
SRR EFN T EEEATE  REEIES
NBARER - BREZREESIEBHE R
A AREHERXeREEN ST RE
o btz AFERSTIGREE © thih -
EABZE R LR REAM 2 E Wt 2 2R
EEAREERLEAREESBFERE -
BERREHRAEME S BERKERN
DEEERR -

on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by
the Group.

Impairment testing of the investments in subsidiaries is required
upon receiving a dividend from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying amount of
the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.

(b) Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity holders of the Company. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests
are also recorded in equity.

When the Group ceases to have control, any retained interest
in the entity is remeasured to its fair value, with the change in
carrying amount recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint
venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that
entity are accounted for as if the Group had directly disposed
of the related assets or liabilities. This may mean that amounts
previously recognised in other comprehensive income are

reclassified to profit or loss.
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2.2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Consolidation (Continued)
(c) Associates

Associates are all entities over which the Group has significant
influence but not control. Investments in associates are
accounted for using the equity method of accounting and
are initially recognised at cost. The Group’s investment in an
associate includes goodwill (net of any accumulated impairment

loss) identified on acquisition.

The Group’s share of its associates’ post-acquisition profits
or losses is recognised in the income statement, and its share
of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the
associates.

The Group determines at each reporting date whether there is
any objective evidence that the investment in the associate is
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount of
the associate and its carrying value and recognises the amount
adjacent to “share of results of an associate” in the income

statement.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the
policies adopted by the Group.

Dilution gains and losses in associate are recognised in the
income statement.

In the Company’s statement of financial position, the investments
in associates are stated at cost less provision for impairment
losses. The results of associates are accounted for by the
Company on the basis of dividend received and receivable.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.2 Consolidation (Continued)
(d) Jointly controlled entities

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity, which is
subject to joint control and none of the participating parties has
unilateral control over the economic activity.

The results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share
of the results of jointly controlled entities for the year, and the
consolidated statement of financial position includes the Group’s
share of the net assets of the jointly controlled entities.

2.3 Interest income and expense

Interest income and expense are recognised in the income statement
for all debt instruments measured at amortised cost and fair value
through other comprehensive income using the effective interest
method.

The effective interest method is a method of calculating the amortised
cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability. When calculating the
effective interest rate, the Group estimates cash flows considering all
contractual terms of the financial instrument (for example, prepayment
options) but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to
the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.4 Fee and commission income and expense

Fee and commission income from contracts with customers is
measured based on the consideration specified in a contract with a
customer. The Group recognises revenue when it transfers control
over a service to a customer.

Fees for ongoing account management, custody services and other
servicing fees that are continuously provided over an extended period
of time are recognised on systematic basis over the period the service is
provided.

Revenue related to transaction-based arrangements such as
interchange, broking services and import or export services is
recognised at the point in time when the transaction takes place.

2.5 Dividend income

Dividends are recognised in the income statement when the Group’s
right to receive payment is established.

2.6 Financial assets and liabilities

Measurement methods

Amortised cost and effective interest rate

The amortised cost is the amount at which the financial asset or
financial liability is measured at initial recognition minus the principal
repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount
and the maturity amount and, for financial assets, adjusted for any loss
allowance.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)
Measurement methods (Continued)
Amortised cost and effective interest rate (Continued)

The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the
financial asset or financial liability to the gross carrying amount of a
financial asset (i.e. its amortised cost before any impairment allowance)
or to the amortised cost of a financial liability. The calculation does
not consider expected credit losses and includes transaction costs,
premiums or discounts and fees and points paid or received that are
integral to the effective interest rate, such as origination fees. For
purchased or originated credit-impaired financial assets (assets that
are credit-impaired at initial recognition) the Group calculates the
credit-adjusted effective interest rate, which is calculated based on
the amortised cost of the financial asset instead of its gross carrying
amount and incorporates the impact of expected credit losses in
estimated future cash flows.

When the Group revises the estimates of future cash flows, the
carrying amount of the respective financial assets or financial liability
is adjusted to reflect the new estimate discounted using the original
effective interest rate. Any changes are recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)
Measurement methods (Continued)
Initial recognition and measurement

Financial assets and financial liabilities are recognised when the entity
becomes a party to the contractual provisions of the instrument.
Regular way purchases and sales of financial assets are recognised on
trade-date, the date on which the Group commits to purchase or sell
the asset.

At initial recognition, the Group measures a financial asset or financial
liability at its fair value plus or minus, in the case of a financial asset
or financial liability not at fair value through profit or loss, transaction
costs that are incremental and directly attributable to the acquisition
or issue of the financial asset or financial liability, such as fees and
commissions. Transaction costs of financial assets and financial
liabilities carried at fair value through profit or loss are expensed in
profit or loss. Immediately after initial recognition, an expected credit
loss (“ECL”) allowance is recognised for financial assets measured
at amortised cost and investments in debt instruments measured at
FVOCI which results in an accounting loss being recognised in profit or
loss when an asset is newly originated.

When the fair value of financial assets and liabilities differs from the
transaction price on initial recognition, the Group recognises the
difference as follows:

(@  When the fair value is evidenced by a quoted price in an active
market for an identical asset or liability (i.e. a Level 1 input)
or based on a valuation technique that uses only data from
observable markets, the difference is recognised as a gain or
loss.

(b) In all other cases, the difference is deferred and the timing of
recognition of deferred day one profit or loss is determined
individually. It is either amortised over the life of the instrument,
deferred until the instrument’s fair value can be determined using
market observable inputs, or realised through settlement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets

(i) Classification and subsequent measurement

The Group classifies its financial assets in the following

measurement categories:

. Fair value through profit or loss (including held for trading);

° Fair value through other comprehensive income; or

. Amortised cost.

The classification requirements for debt and equity instruments
are described below:

Debt instruments

Debt instruments are those instruments that meet the definition
of a financial liability from the issuer’s perspective, such as
loans, government and corporate bonds and trade receivables
purchased from clients in factoring arrangements.

Classification and subsequent measurement of debt instruments
depend on:

o the Group’s business model for managing the asset; and

o the cash flow characteristics of the asset.
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2.6 Financial assets and liabilities (Continued)
Financial assets (Continued)
(i) 2EREZZFE@ () Classification and subsequent measurement (Continued)
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into one of the following three measurement categories:

Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest (“SPPI”), and
that are not designated at fair value through profit or loss
(“FVPL”), are measured at amortised cost. The carrying
amount of these assets is adjusted by any ECL allowance
recognised and measured as described in section (ii)
below. Interest income from these financial assets is
calculated using the effective interest rate method.

FVOCI: Financial assets that are held for collection
of contractual cash flows and for selling the assets,
where the assets’ cash flows represent SPPI, and that
are not designated at FVPL, are measured at FVOCI.
Movements in the carrying amount are taken through other
comprehensive income (“OCI”), except for the recognition
of impairment gains or losses, interest revenue and foreign
exchange gains and losses on the instrument’s amortised
cost which are recognised in profit or loss. When the
financial asset is derecognised, the cumulative gain or loss
previously recognised in OCI is reclassified from equity to
profit or loss. Interest income from these financial assets is
calculated using the effective interest rate method.

FVPL: Assets that do not meet the criteria for amortised
cost or FVOCI are measured at FVPL. A gain or loss on a
debt investment that is subsequently measured at FVPL
and is not part of a hedging relationship is recognised in
profit or loss and presented in the income statement in the
period in which it arises.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) Classification and subsequent measurement (Continued)

Business model: the business model reflects how the Group
manages the assets in order to generate cash flows. That is,
whether the Group’s objective is solely to collect the contractual
cash flows from the assets or is to collect both the contractual
cash flows and cash flows arising from the sale of assets. If
neither of these is applicable (e.g. financial assets are held for
trading purposes), then the financial assets are classified as
part of “other” business model and measured at FVPL. Factors
considered by the Group in determining the business model for
a group of assets include past experience on how the cash flows
for these assets were collected, how the asset’s performance
is evaluated and reported to key management personnel,
how risks are assessed and managed and how managers are
compensated. Securities held for trading are held principally for
the purpose of selling in the near term or are part of a portfolio
of financial instruments that are managed together and for which
there is evidence of a recent actual pattern of short-term profit-
taking. These securities are classified in the “other” business
model and measured at FVPL.

SPPI: Where the business model is to hold assets to collect
contractual cash flows or to collect contractual cash flows and
sell, the Group assesses whether the financial instruments’ cash
flows represent solely payments of principal and interest (the
“SPPI test”). In making this assessment, the Group considers
whether the contractual cash flows are consistent with a basic
lending arrangement (i.e. interest includes only consideration
for the time value of money, credit risk, other basic lending
risks and a profit margin that is consistent with a basic lending
arrangement). Where the contractual terms introduce exposure
to risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is classified and
measured at FVPL.

Financial assets with embedded derivatives are considered in
their entirety when determining whether their cash flows are
SPPI.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) Classification and subsequent measurement (Continued)

The Group reclassifies debt investments when and only when
its business model for managing those assets changes. The
reclassification takes place from the start of the first reporting
period following the change. Such changes are expected to be
very infrequent and none occurred during the period.

Equity instruments

Equity instruments are instruments that meet the definition of
equity from the issuer’s perspective; that is, instruments that do
not contain a contractual obligation to pay and that evidence a
residual interest in the issuer’s net assets. Examples of equity
instruments include basic ordinary shares.

The Group subsequently measures all equity investments at
fair value through profit or loss, except where the Group’s
management has elected, at initial recognition, to irrevocably
designate an equity investment at fair value through other
comprehensive income. When this election is used, fair value
gains and losses are recognised in OCI and are not subsequently
reclassified to profit or loss, including on disposal. Dividends,
when representing a return on such investments, continue to be
recognised in profit or loss as other income when the Group’s
right to receive payments is established.

Gains and losses on equity investments at FVPL are included in
the “Net trading income” in the income statement.
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POLICIES (Continued)
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2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) IRE
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(i) Impairment

The Group assesses on a forward-looking basis the ECL
associated with its debt instrument assets carried at amortised
cost and FVOCI and with the exposure arising from loan
commitments and financial guarantee contracts. The Group
recognises a loss allowance for such losses at each reporting
date. The measurement of ECL reflects:

° An unbiased and probability-weighted amount that is
determined by evaluating a range of possible outcomes;

° The time value of money; and

o Reasonable and supportable information that is available
without undue cost or effort at the reporting date about
past events, current conditions and forecasts of future

economic conditions.

Impairment allowance of financial assets measured at amortised
cost is presented as a deduction from the gross carrying amount
of the assets. Impairment allowance of loan commitments and
financial guarantee contracts is recognised as a provision as
part of “Other accounts and accruals”. The carrying amount of
debt instruments measured at FVOCI is their fair value. Their
impairment allowance is recognised as part of “Investment

revaluation reserve”.

Note 3.2.2 provides more detail of how the ECL allowance is

measured.
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2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(i) EFEX
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(iii)  Modification of loans

The Group sometimes renegotiates or otherwise modifies
the contractual cash flows of loans to customers. When this
happens, the Group assesses whether or not the new terms are
substantially different to the original terms. The Group does this
by considering, among others, the following factors:

o TRERARBRMBEEE - BHETR . If the borrower is in financial difficulty, whether the
EREENREESREERATEREE modification merely reduces the contractual cash flows to

NEENEER -

o ABMAEMEREOFIGER - HlanE
AT BERRBEROFBELZ
AR A Tt 2 [ o

o EEFRAKRBRUMBERRREAMT
REFHR -

o FIERZEABT

s EXNEEREKZEE -

o MAZERM - HMERYSAILR
EEMRHENREEAMTEERZ
HEREERR -

HIEREERER - NEBERIHEHERRE
EREERARFHERER #EEMEH:
HZBEZHERENE - Bt B A K
BENETER R HMETERERE - 81
RUEEEERBREGAREEN - AW A
SENHACER 2T EREERBRIS
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ARBERR R 5 AN SRIR M R (R B #1757
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amounts the borrower is expected to be able to pay.

° Whether any substantial new terms are introduced, such as
a profit share/equity-based return that substantially affects
the risk profile of the loan.

. Significant extension of the loan term when the borrower is
not in financial difficulty.

° Significant change in the interest rate.

o Change in the currency the loan is denominated in.

° Insertion of collateral, other security or credit
enhancements that significantly affect the credit risk
associated with the loan.

If the terms are substantially different, the Group derecognises
the original financial asset and recognises a “new” asset at
fair value and recalculates a new effective interest rate for the
asset. The date of renegotiation is consequently considered
to be the date of initial recognition for impairment calculation
purposes, including for the purpose of determining whether a
significant increase in credit risk has occurred. However, the
Group also assesses whether the new financial asset recognised
is deemed to be credit-impaired at initial recognition, especially
in circumstances where the renegotiation was driven by the
debtor being unable to make the originally agreed payments.
Differences in the carrying amount are also recognised in profit
or loss as a gain or loss on derecognition.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(iii)  Modification of loans (Continued)

If the terms are not substantially different, the renegotiation or
modification does not result in derecognition, and the Group
recalculates the gross carrying amount based on the revised
cash flows of the financial asset and recognises a modification
gain or loss in profit or loss. The new gross carrying amount
is recalculated by discounting the modified cash flows at the
original effective interest rate (or credit-adjusted effective interest
rate for purchased or originated credit-impaired financial assets).

(iv) Derecognition other than on a modification

Financial assets, or a portion thereof, are derecognised when
the contractual rights to receive the cash flows from the assets
have expired, or when they have been transferred and either
(i) the Group transfers substantially all the risks and rewards
of ownership, or (ii) the Group neither transfers nor retains
substantially all the risks and rewards of ownership and the
Group has not retained control.

The Group enters into transactions where it retains the
contractual rights to receive cash flows from assets but assumes
a contractual obligation to pay those cash flows to other entities
and transfers substantially all of the risks and rewards. These
transactions are accounted for as “pass through” transfers that
result in derecognition if the Group:

° Has no obligation to make payments unless it collects

WESNRBEZEE equivalent amounts from the assets;
. W IFHENEREE & . Is prohibited from selling or pledging the assets; and
U BEATEESEANEE NELHKRE & . Has an obligation to remit any cash it collects from the

EZEMRE o

assets without material delay.
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POLICIES (Continued)
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2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)
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(iv) Derecognition other than on a modification (Continued)

Collateral (shares and bonds) furnished by the Group under
standard repurchase agreements and securities lending and
borrowing transactions are not derecognised because the Group
retains substantially all the risks and rewards on the basis of the
predetermined repurchase price, and the criteria for derecognition
are therefore not met. This also applies to certain securitisation
transactions in which the Group retains a subordinated residual
interest.

When the contractual rights to receive the cash flows from the
assets have been transferred, and the Group neither transfers
nor retains substantially all the risks and rewards of ownership,
and the Group has retained control of the transferred assets, the
Group applies continuing involvement approach.

Under this approach, the Group continues to recognise the
transferred asset to the extent of its continuing involvement
and recognise the associated liability, to reflect the rights and
obligations retained by the Group. The net carrying amount of
the transferred asset and associated liability is: (a) the amortised
cost of the rights and obligations retained by the Group, if the
transferred asset is measured at amortised cost; or (b) equal to
the fair value of the rights and obligations retained by the Group
when measured on a stand-alone basis, if the transferred asset is

measured at fair value.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.6 Financial assets and liabilities (Continued)
Financial liabilities
(i) Classification and subsequent measurement

In both the current and prior period, financial liabilities are
classified as subsequently measured at amortised cost, except
for:

° Financial liabilities at fair value through profit or loss:
this classification is applied to derivatives, financial
liabilities held for trading (e.g. short positions in the
trading booking) and other financial liabilities designated
as such at initial recognition. Gains or losses on financial
liabilities designated at fair value through profit or loss are
presented partially in other comprehensive income (the
amount of change in the fair value of the financial liability
that is attributable to changes in the credit risk of that
liability, which is determined as the amount that is not
attributable to changes in market conditions that give rise
to market risk) and partially profit or loss (the remaining
amount of change in the fair value of the liability). This is
unless such a presentation would create, or enlarge, an
accounting mismatch, in which case the gains and losses
attributable to changes in the credit risk of the liability are
also presented in profit or loss;

o Financial liabilities arising from the transfer of financial
assets which did not qualify for derecognition, or when
the continuing involvement approach applies. When the
transfer of financial asset did not qualify for derecognition,
a financial liability is recognised for the consideration
received for the transfer. In subsequent periods, the Group
recognises any expense incurred on the financial liability;
when continuing involvement approach applies; and

° Financial guarantee contracts and loan commitments.
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2. TESHERHEE@ 2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
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2.6 Financial assets and liabilities (Continued)

Financial liabilities (Continued)
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(i) Derecognition

Financial liabilities are derecognised when they are extinguished
(i.e. when the obligation specified in the contract is discharged,
cancelled or expires).

The exchange between the Group and its original lenders of
debt instruments with substantially different terms, as well
as substantial modifications of the terms of existing financial
liabilities, are accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability.
The terms are substantially different if the discounted present
value of the cash flows under the new terms, including any
fees paid net of any fees received and discounted using the
original effective interest rate, is at least 10% different from the
discounted present value of the remaining cash flows of the
original financial liability. In addition, other qualitative factors,
such as the currency that the instrument is denominated in,
changes in the type of interest rate, new conversion features
attached to the instrument and change in covenants are also
taken into consideration. If an exchange of debt instruments or
modification of terms is accounted for as an extinguishment, any
costs or fees incurred are recognised as part of the gain or loss
on the extinguishment. If the exchange or modification is not
accounted for as an extinguishment, any costs or fees incurred
adjust the carrying amount of the liability and are amortised over
the remaining term of the modified liability.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.7 Financial guarantee contracts and loan commitments

Financial guarantee contracts are contracts that require the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payments when due,
in accordance with the terms of a debt instrument. Such financial
guarantees are given to banks, financial institutions and others on
behalf of customers to secure loans, overdrafts and other banking
facilities.

Financial guarantee contracts are initially measured at fair value and
subsequently measured at the higher of:

° The amount of the loss allowance; and

° The fee received on initial recognition less income recognised in
accordance with the principles of HKFRS 15.

Loan commitments provided by the Group are measured as the
amount of the loss allowance. The Group has not provided any
commitment to provide loans at a below-market interest rate, or that
can be settled net in cash or by delivering or issuing another financial

instrument.

For loan commitments and financial guarantee contracts, the loss
allowance is recognised as a provision. However, for contracts that
include both a loan and an undrawn commitment and the Group
cannot separately identify the expected credit losses on the undrawn
commitment component from those on the loan component, the
expected credit losses on the undrawn commitment are recognised
together with the loss allowance for the loan. To the extent that the
combined expected credit losses exceed the gross carrying amount of
the loan, the expected credit losses are recognised as a provision.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.8 Derivative and hedging activities

Derivatives are initially recognised at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured
at fair value. All derivatives are carried as assets when fair value is
positive and as liabilities when fair value is negative.

Certain derivatives are embedded in hybrid contracts, such as
the conversion option in a convertible bond. If the hybrid contract
contains a host that is a financial asset, then the Group assesses the
entire contract as described in the financial assets section above for
classification and measurement purposes. Otherwise, the embedded
derivatives are treated as separate derivatives when:

° Their economic characteristics and risks are not closely related
to those of the host contract;

° A separate instrument with the same terms would meet the
definition of a derivative; and

o The hybrid contract is not measured at fair value through profit
or loss.

These embedded derivatives are separately accounted for at fair value,
with changes in fair value recognised in the income statement unless
the Group chooses to designate the hybrid contracts at fair value
through profit or loss.

The method of recognising the resulting fair value gain or loss depends
on whether the derivative is designated and qualifies as a hedging
instrument, and if so, the nature of the item being hedged. The Group
designates certain derivatives as hedges of the fair value of recognised
assets or liabilities or firm commitments (fair value hedges).

The Group documents, at the inception of the hedge, the relationship
between hedged items and hedging instruments, as well as its risk
management objective and strategy for undertaking various hedge
transactions. The Group also documents its assessment, both at
hedge inception and on an ongoing basis, of whether the derivatives
that are used in hedging transactions are highly effective in offsetting
changes in fair values of hedged items.
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2. FESHBEHME@® 2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
28 TTEIAR¥MHES@® 2.8 Derivative and hedging activities (Continued)
() RFEEw (a) Fair value hedge
EIEENRFEGREEA T EERNITETA Changes in the fair value of derivatives that are designated and
B A FES B - 32 (R LT [ fex A8 B A 1 qualify as fair value hedges are recorded in the income statement
BESBENTHNATEZS  IRIKESER under “Net trading income — Net gain/(loss) arising from financial
ANFEBERA-NUATEHEHAZERTA instruments subject to fair value hedge”, together with any
23S (B58) JBE T AR ° changes in the fair value of the hedged asset that are attributable
to the hedged risk.
WZEDR N AR E R G IEATE - Al If the hedge no longer meets the criteria for hedge accounting,
JE FR PR 2K 7B RE ki AR 18 B BRE (B /Y the adjustment to the carrying amount of a hedged item for
TR - 1ZE AR HA R A U ER R S o which the effective interest method is used is amortised to
HREREESREECARRBEEEREBA profit or loss over the period to maturity. The adjustment to
NEEHEZWEORIER B - the carrying value of a hedged equity security and remains in
retained earnings until the disposal of the hedged item.
(Z) THEEHHETEERNITET (b) Derivatives that do not qualify for hedge
A accounting
ETOTAET AN AHEEL RS FTRIE © £ Certain derivative instruments do not qualify for hedge
AP EES Pt RENITE T AR AT accounting. Changes in the fair value of any derivative instrument
EEBARANNGEADFEBE WA [TB T that does not qualify for hedge accounting are recognised
R pEETeNEENEREE—RERE immediately in the income statement under “Net trading
ZIPTETEAMmMS BEAFEEBNEEZ income”. For derivatives that are managed in conjunction with
W REEIANFEBWA — AR FER designated financial assets or financial liabilities, the gains and
EAEBHT ABENSE T A2 F s, losses arising from changes in their fair value are included under
(BHE)IET - “Net trading income — Net gain/(loss) on financial instruments at
fair value through profit or loss”.
29 HEHEMIA 2.9 Offsetting financial instruments
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Financial assets and liabilities are offset and the net amount reported in

the statement of financial position when there is a legally enforceable

right to offset the recognised amounts and there is an intention

to settle on a net basis, or realise the asset and settle the liability

simultaneously. The legally enforceable right must not be contingent

on future events and must be enforceable in the normal course of

business and in the event of default, insolvency or bankruptcy of the

Company or the counterparty.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



MRS R MY ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

2. FEEHHEREHMEm@

210 HER DR

BRLEMEREGE(RBRE]) 2ESM
BeHRXSHTFRBEDES BB EHEMIRTT
LR BRITERREMRE KBRS 2 &8 -
wREHR((RADEHR]) MBAZESRDL
BEEREBRTEMRITAESEREBK
e HEBREBEE L ZRE(ENSRIERER
ERMEEZEZEHRAE - B TRZHF
ZBFARBEMERERA

BRZEFREETE=FRFEBARBER
BEREARKGEXBREBEEERERAI - A
SEMBEHRAER - BREBF<HEATAE
ERXRZEEARFEAR -

211 WREEE

BEREERREEZ ERTEREE - LENB
ARRAERCE M 2 A EREEHBETR -
RBRENERMET - NAEEREEEREIOER
BoA < MITEAYEERE R EREERREEM
REEELEHARE HEZERCHRILE
R RITENYEERRG 2 EEREBHEL
2RV ZEERREMERR —HMBEE AT -

212 DIERE

BEXEB DA 2R ANRRAEZLERRALR
HZABBRETR B - TELERRARAHE
BORBRLAERBE2EENARAZ AL
—HAL AREREEITHARSENITERES
(RTZES DKERETIZEERREA -

FBEENBMZ R HRATEEET » DL
B R AR AR A BRI - EEE 2 XN 1A
ZREE @ ABRRENHEAR I BMARX
$ o

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.10 Sale and repurchase agreements

The liability to counterparties in respect of securities sold subject
to repurchase agreements (“repos”) is included in amounts due to
other banks, deposits from banks, or other accounts and accruals,
as appropriate. Securities purchased under agreements to resell
(“reverse repos”) are recorded as loans and advances to other banks
or customers, as appropriate. The difference between the sale and
repurchase price is treated as interest and accrued over the life of
the agreements using the effective interest method. Securities lent to
counterparties are also retained in the financial statements.

Securities borrowed are not recognised in the financial statements,
unless these are sold to third parties, in which case the purchases and
sales are recorded with the gain or loss included in trading income.
The obligation to return them is recorded at fair value as a trading
liability.

2.11 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the statement of financial position with
appropriate amounts of impairment allowances made. In the case of
delinquent loans on which collateral assets have been foreclosed and
repossessed by the Group pursuant to legal arrangements or court
orders, and with the legal title of the assets having been passed to the
Group, such loans are derecognised. The foreclosed assets held for
resale are included in “Advances and other accounts — Other assets”.

2.12 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker. The
chief operating decision maker is the person or group of persons that
allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee (“EC”) as its chief operating
decision maker.

All transactions between operating segments are conducted on an
arm’s length basis, with inter-segment revenues and costs being
eliminated on consolidation. Income and expenses directly associated
with each segment are included in determining operating segment
performance.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.12 Segment reporting (Continued)

Based on the requirements of HKFRS 8, the Group has the following
segments: Personal Banking, Commercial Banking, Treasury, Overseas
Banking and Others.

2.13 Foreign currency translation
(@) Functional and presentation currency

Items included in the financial statements of each of the
Group’s entities are measured using the currency of the
primary economic environment in which the entity operates (the
“functional currency”). The consolidated financial statements
are presented in HK dollars, which is the Group’s presentation
currency and the functional and presentation currency of the
Company and major part of the Group.

(b) Transactions and balances

Foreign currency transactions are translated into the functional
currency of the relevant entity using the exchange rates
prevailing at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange
rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement.

All foreign exchange gains and losses recognised in the income
statement are presented net in the income statement within the
corresponding item. Foreign exchange gains and losses on other
comprehensive income items are presented in the statement of
comprehensive income within the corresponding item.

In the case of changes in the fair value of foreign currency
denominated monetary assets classified as FVOCI, a distinction
is made between translation differences resulting from changes
in amortised cost of the assets and other changes in the carrying
amount of the assets. Translation differences related to changes
in the amortised cost are recognised in the income statement,
and those related to changes in the carrying amount, except for
impairment, are recognised in equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.13 Foreign currency translation (Continued)

(b) Transactions and balances (Continued)

Translation differences on non-monetary items, such as
investments in equity instruments held at fair value through
profit or loss, are reported as part of the fair value gain or loss.
Translation difference on certain other non-monetary items, such
as equities classified as FVOCI, are included in the investment
revaluation reserve in equity.

(c) Group companies

The results and financial position of all the Group’s entities
(none of which has the currency of a hyperinflationary economy)
that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

(i) assets and liabilities for each statement of financial
position presented are translated at the closing rate at the
date of that statement of financial position;

(i) income and expenses for each income statement are
translated at average exchange rates (unless this average is
not a reasonable approximation of the cumulative effect of
the rates prevailing on the transaction dates, in which case
income and expenses are translated at the dates of the
transactions); and

(i) all resulting exchange differences are recognised as a
separate component of equity.

Exchange differences arising from the above processes are
reported in shareholders’ equity under “Exchange reserve”.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities are taken to
shareholders’ equity. When a foreign operation is sold, such
exchange differences are recognised in the income statement as
part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of

a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the closing rate.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.14 Premises and other fixed assets

Premises comprise mainly offices and shops. Leasehold land classified
as finance lease and all other fixed assets are stated at historical cost
less depreciation. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will
flow to the Group and the cost of the item can be measured reliably.
The carrying amount of the replaced part is derecognised. All other
repairs and maintenance are expensed in the income statement during
the financial period in which they are incurred.

Leasehold land classified as finance lease commences amortisation
from the time when the land interest becomes available for its intended
use. Amortisation on leasehold land classified as finance lease and
depreciation on other assets is calculated using the straight-line
method to allocate their cost to their residual values over their estimated
useful lives, as follows:
- Premises Over the remaining period of lease
- Furniture, fittings, equipment Over the estimated useful lives

and motor vehicles generally between 3 and 10
years

The assets’ residual values and useful lives are reviewed, and adjusted
if appropriate, at each end of the reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 2.17).

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount and are recognised in the income

statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15 Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the companies in the
consolidated Group, is classified as investment property.

Investment property is measured initially at its cost, including related

transaction costs.

After initial recognition, investment property is carried at fair value. Fair
value is based on active market prices, adjusted, if necessary, for any
difference in the nature, location or condition of the specific asset. If
this information is not available, the Group uses alternative valuation
methods such as recent prices on less active markets or discounted
cash flow projections. These valuations are performed in accordance
with the guidance issued by the International Valuation Standards
Committee. These valuations are reviewed annually by external
valuers. Investment property that is being redeveloped for continuing
use as investment property, or for which the market has become less

active, continues to be measured at fair value.

The fair value of investment property reflects, among other things,
rental income from current leases and assumptions about rental

income from future leases in the light of current market conditions.

Subsequent expenditure is charged to the asset’s carrying amount
only when it is probable that future economic benefits associated
with the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance costs are
expensed in the income statement during the financial period in which
they are incurred.

Changes in fair values are recognised in the income statement.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.15 Investment properties (Continued)

If an investment property becomes owner-occupied, it is reclassified
as premises and other fixed assets, and its fair value at the date of
reclassification becomes its cost for accounting purposes.

If an item of premises and other fixed assets becomes an investment
property because its use has changed, any difference resulting
between the carrying amount and the fair value of this item at the
date of transfer is recognised in equity as a revaluation of premises
and other fixed assets under HKAS 16. However, if a fair value gain
reverses a previous impairment loss, the gain is recognised in the
income statement.

2.16 Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the Group’s share of the net fair value of the identifiable assets and
liabilities of the acquiree as at the date of acquisition. Goodwill is
carried at cost less any accumulated impairment losses. Goodwill is
tested annually for impairment. Impairment losses on goodwill are not
reversed. Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of
impairment testing. The allocation is made to those cash-generating
units or groups of cash-generating units that are expected to benefit
from the business combination on which the goodwill arose.

Intangible assets arising from an acquisition are recognised separately
from goodwill when they are separable or arise from contractual or
other legal rights, and their value can be measured reliably. They
include core deposits, contracts and customer relationships intangible
assets, and trade names. Intangible assets are stated at cost less
amortisation, and/or accumulated impairment losses. Amortisation is
calculated based on estimated useful life ranging from 5 to 12 years
using a diminishing balance method.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.17 Impairment of goodwill, intangible assets and non-
financial assets

Assets that have an indefinite useful life or are not yet available for use
are not subject to amortisation, but are tested annually for impairment.
Assets are reviewed for impairment whenever events or changes
in circumstances indicated that the carrying amount may not be
recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels (cash-generating units) for which there
are separately identifiable cash flows. Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.

In the Company’s financial statements, impairment testing of the
investment in a subsidiary or an associate is also required upon
receiving dividend from that entity if the dividend exceeds the
Company’s share of the total comprehensive income of that entity
concerned in the period the dividend is declared or if the carrying
amount of that entity in the Company’s statement of financial position
exceeds the Company’s share of the carrying amount of that entity’s
net assets including goodwill in its consolidated statement of financial
position.

2.18 Current and deferred income tax

The tax expense for the period comprises current and deferred tax.
Tax is recognised in the income statement, except to the extent that it
relates to items recognised directly in other comprehensive income. In
such case, the tax is recognised in other comprehensive income within
the corresponding item.

The current income tax charge is calculated on the basis of the tax
laws enacted or substantially enacted at the end of the reporting
period in the countries where the Company’s subsidiaries, associates
and joint ventures generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to situations in
which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be
paid to the tax authorities.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.18 Current and deferred income tax (Continued)

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements.
Deferred income tax is determined using tax rates that have been
enacted or substantially enacted by the end of the reporting period
and that are expected to apply when the related deferred income tax
asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised. The tax effects of income tax
losses available for carry forward are recognised as an asset when it
is probable that future taxable profits will be available against which
these losses can be utilised.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries, associates and jointly controlled entities,
except where the timing of the reversal of the temporary difference
is controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.

Deferred income tax related to investment properties is measured
according to the tax consequence on the presumption that they are
recovered entirely through sale.

Deferred income tax related to fair value re-measurement of financial
assets at FVOCI, which is charged or credited directly to equity, is also
credited or charged directly to equity and is subsequently recognised
in the income statement upon the realisation of relevant investments.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Employee benefits
(a) Pension obligations

The Group offers a mandatory provident fund scheme and a
number of defined contribution plans, the assets of which are
generally held in separate trustee-administered funds. These
pension plans are funded by payments from employees and by
the relevant Group companies.

The Group’s contributions to the mandatory provident fund
schemes and defined contribution retirement schemes are
expensed as incurred. Other than mandatory provident fund
contribution, the Group’s contributions may be reduced by
contributions forfeited by those employees who leave prior to
vesting fully in the contributions.

(b) Share-based compensation

The Group has the choice to pay the intrinsic value of the share
option or to issue new shares to a grantee at the date of exercise
under the share-based compensation plans. The total amount to
be expensed over the vesting period is determined by reference
to the fair value according to settlement type.

For cash-settled share-based compensation, the total cost is the
fair value of the options granted, with re-measurement at each
reporting period with any change in the cost recognised in the
income statement, with a corresponding credit or adjustment to
the “Liabilities”.

For equity-settled share-based compensation, the total cost is
measured and recognised based on the fair value of the equity
options at the grant date, with a corresponding credit to the
“Shared-based compensation reserve” in the shareholders’
funds. The total cost, which is fixed based on the fair value at
the grant date, is charged to income statement in accordance
with the terms of the vesting of the options over time. When
the options are exercised, the Company will issue new shares
to settle its obligation, and transfer applicable amount from the
“Share-based compensation reserve” to the “Share capital”

account.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.19 Employee benefits (Continued)
(c) Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. An accrual is made
for the estimated liability for annual leave and long service leave
as a result of services rendered by employees up to the end of
the reporting period.

(d) Bonus plans

Liabilities for bonus plans due wholly within twelve months after
the end of the reporting period are recognised when the Group
has a present or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation
can be made.

2.20 Provisions

Provisions for restructuring costs and legal claims are recognised
when: the Group has a present legal or constructive obligation as
a result of past events; it is more likely than not that an outflow of
resources will be required to settle the obligation; and the amount
has been reliably estimated. Restructuring provisions comprise lease
termination penalties and employee termination payments. Provisions
are not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering the
class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Leases

Leases in which a significant portion of the risks and rewards of
ownership were not transferred to the Group as lessee were classified
as operating leases. Payments made under operating leases (net of
any incentives received from the lessor) were charged to profit or loss
on a straight-line basis over the period of the lease.

From 1 January 2019, leases are recognised as a right-of-use asset
and a corresponding liability at the date at which the leased asset is
available for use by the Group.

Contracts may contain both lease and non-lease components. The
Group allocates the consideration in the contract to the lease and non-
lease components based on their relative stand-alone prices. However,
for leases of real estate for which the Group is a lessee, it has elected
not to separate lease and non-lease components and instead accounts
for these as a single lease component.

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

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

° variable lease payment that are based on an index or a
rate, initially measured using the index or rate as at the

commencement date, if any

° amounts expected to be payable by the Group under residual
value guarantees, if any

° the exercise price of a purchase option if the Group is reasonably
certain to exercise that option, and

° payments of penalties for terminating the lease, if the lease term
reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension
options are also included in the measurement of the liability.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.21 Leases (Continued)

The lease payments are discounted using the interest rate implicit in
the lease. If that rate cannot be readily determined, which is generally
the case for leases in the Group, the lessee’s incremental borrowing
rate is used, being the rate that the individual lessee would have to pay
to borrow the funds necessary to obtain an asset of similar value to
the right-of-use asset in a similar economic environment with similar
terms, security and conditions.

To determine the incremental borrowing rate, the Group:

o where possible, uses recent third-party financing received by the
individual lessee as a starting point, adjusted to reflect changes
in financing conditions since third party financing was received

o uses a build-up approach that starts with a risk-free interest rate
adjusted for credit risk for leases held by the Group, which does
not have recent third party financing, and

o makes adjustments specific to the lease, e.g. term, country,
currency and security.

Lease payments are allocated between principal and finance cost. The
finance cost is charged to profit or loss over the lease period so as to
produce a constant periodic rate of interest on the remaining balance
of the liability for each period.

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

. the amount of the initial measurement of lease liability

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

° any initial direct costs, and

o restoration costs.

Right-of-use assets are generally depreciated over the shorter of the
asset’s useful life and the lease term on a straight-line basis.

Payments associated with short-term leases and all leases of low-
value assets are recognised on a straight-line basis as an expense
in profit or loss. Short-term leases are leases with a lease term of 12
months or less.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.22 Fiduciary activities

The Group commonly acts as trustees and in other fiduciary capacities
that result in the holding or placing of assets on behalf of individuals,
trusts and other institutions. These assets are excluded from the
Group’s financial statements, as they are not assets of the Group.

2.23 Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

Dividends on ordinary shares are recognised as a liability in the
financial statements in the period in which they are approved by
shareholders.

2.24 Cash and cash equivalents

In the statement of cash flows, cash and cash equivalents comprise
balances with less than three months’ maturity from the date of
acquisition, including: cash, balances with banks and other financial
institutions, treasury bills, other eligible bills and certificates of deposit
and investment securities which are readily convertible to known
amount of cash and are subject to an insignificant risk of changes in
value.

2.25 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not wholly
within the control of the Group. It can also be a present obligation
arising from past events that is not recognised because it is not
probable that an outflow of economic resources will be required or the
amount of obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes
to the financial statements. When a change in the probability of an
outflow occurs so that outflow is probable, it will then be recognised as
a provision.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

2.25 Contingent liabilities and contingent assets (Continued)

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain events not wholly within the

control of the Group.

A contingent asset is not recognised but is disclosed in the notes
to the financial statements when an inflow of economic benefits is
probable. When such inflow is virtually certain, an asset is recognised.

3. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks and those
activities involve the analysis, evaluation, acceptance and management
of some degree of risk or combination of risks. Taking risk is core
to the financial business, and operational risks are an inevitable
consequence of being in business. The Group’s aim is therefore to
achieve an appropriate balance between risk and return and minimise

potential adverse effects on the Group’s financial performance.

The Group’s risk management policies are designed to identify and
analyse these risks, to set appropriate risk limits and controls, and
to monitor the risks and adherence to limits by means of reliable and
up-to-date information systems. The Group regularly reviews its risk
management policies and systems to reflect changes in markets,
products and emerging best practice.

Risk management is carried out pursuant to the overall strategy and
policies approved by the Board of Directors. The Risk Management
and Compliance Committee (“RMCC”) under the authority delegated
by the Board oversees and guides the management of different risks
which are more particularly managed and dealt with by the Group
Risk Division (“GRD”) and different functional committees. In addition,
Internal Audit is responsible for the independent review of risk
management and the control environment.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



MRS R MY ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

3. HXERREEm)

EXESCETABEEAREARRTIER 2R
R MEAE 2R DAE — IR TT R BR B DR I BB B IR K
oo EERBEBEBREE R HIL - ZER R
HETAERZROBERESEAZERER
T BRI REREE 2 BB R AT AR SR A SR R A
REBIEFF Mg R ORER - 24X F - EkiF
IFAEZRD M AR B R P E TSR BT RR B AR 2
B AR5 K 2R - ANEE Z AR IRIFEE BT
BEX AR BHRMRBMEZEZRERMNE
HARAEEEEZRRREL —RINEARERBE
REREBERE Z BB IRLETAET - HEBR R
HREMEREBEZERRFRAETT o SLikh
5 ARBCHE T REAKRERRMEHNOT
BEX2HE 2 ARRTEE - 2 ARREHREN
BR - BAKE - Eftee  RBUEREMEE
RpfE - SERREEBEFESE  BTAR
RirMALEHARREEREREZEGRES
EWmE o WH BREERARZEGRESTE
FEEMERRIAERNEZRRIFELFIREE o

REIEZRABRERNAEERR  RBESER
5 E e FRE R - Ti5E R B EINERR -
) i e B E B R

3. FINANCIAL RISK MANAGEMENT (Continued)

To further enhance the risk governance and risk management
standards, the Board has approved a Risk Strategy framework that
also covers the Group’s Risk Appetite framework. The Risk Strategy
sets out the core values and high level risk management direction of
the Group, taking into account of the overall business strategy and
direction, under which a robust Risk Appetite framework is established
to guide the strategic planning process and strengthen the risk-return
management. Fundamentally, the Risk Appetite framework sets out
the types and amount of risk that the Group is willing to take in order
to achieve its business plan. The Group’s risk appetite metrics are
composed of key indicators for measuring capital, risks, return and
liquidity and this is supplemented by a set of risk tolerances made
up of major risk limits of the Group. In order to ensure that business
is conducted within our established risk appetite, monitoring on
the compliance with the risk appetite limits and risk tolerance is
undertaken on a quarterly basis. In this connection, the Group has
set out its Risk Appetite Statement that covers five key dimensions
of the risks and returns of the Group, namely, the target returns to
shareholders, earnings volatility, solvency, liquidity and other key risk
measures. The GRD is responsible for the ongoing monitoring of the
compliance with the Risk Appetite Statement and the regular reporting
of the status to the RMCC and the Board. Moreover, the Risk Appetite
framework and major risk appetite limits are subject to review by the
RMCC and the Board on an annual basis.

The most important types of risk are credit risk, liquidity risk, market

risk and operational risk. Market risk includes currency risk, interest
rate risk and other price risks.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Strategy in using financial instruments

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

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

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter (“OTC”) instruments,
including derivatives, to take advantage of short-term market
movements in equities and bonds and in currencies and interest rates.
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.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting

Fair value hedges of interest rate risk

The Group uses interest rate swaps to hedge its exposure to changes
in the fair values of fixed-rate issued liabilities and fixed-rate debt
securities held in respect of a benchmark interest rate (mainly LIBOR
and HIBOR). Pay-floating/receive-fixed interest rate swaps are
matched to specific issuances of fixed-rate liabilities or pay-fixed/
receive-floating interest rate swaps are matched to fixed-rate debt
securities held with terms that closely align with the critical terms of
the hedged item.

Only the interest rate risk element is hedged and therefore other risks,
such as credit risk, are managed but not hedged by the Group. Interest
rate risk to which the Group applies hedge accounting arises from
fixed-rate issued liabilities and fixed-rate debt securities held, whose
fair value fluctuates when benchmark interest rates change. The Group
hedges interest rate risk only to the extent of benchmark interest rates
because the changes in fair value of a issued liability or debt security
are significantly influenced by changes in the benchmark interest rate.
Hedge accounting is applied where economic hedge relationships
meet the hedge accounting criteria.

Before fair value hedge accounting is applied by the Group, the Group
determines whether an economic relationship between the hedged
item and the hedging instrument exists based on an evaluation of the
qualitative characteristics of these items and the hedged risk that is
supported by quantitative analysis. The Group considers whether the
critical terms of the hedged item and hedging instrument closely align
when assessing the presence of an economic relationship. The Group
evaluates whether the fair value of the hedged item and the hedging
instrument respond similarly to similar risks.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)

31 EAESRTIARK@ 3.1 Strategy in using financial instruments (Continued)

1.1 HERBEERY FET]TEEZIHTLET 3.1.1 Derivatives held for risk management and hedge
A accounting (Continued)

FIRE Mz D FEY @) Fair value hedges of interest rate risk (Continued)

AEEBAREESEBEFNETZABZE The Group establishes a hedge ratio by aligning the par amount of the

HEREERHHRTA N ERIZEH s ZREHE — fixed-rate debt security or issued liabilities and the notional amount of

BRI AR E E R LL R o Al pe 2 $R R E LT ¢ the interest rate swap designated as a hedging instrument. Possible

sources of ineffectiveness are as follows:

() THERBEREBEFEREECEE ()  changes in market liquidity and bid-ask spread of the debt
securities;

iy BT —EEBAIZIEEMNELFIRIZE 25 (i)  the fair value changes related to the benchmark rate before next

ZERERHEEBEZAFEED) fixing date and on the fixed spread over the benchmark rate of

the interest rate swap;

(iif) NFEEKF 2 R RGRREED) (i)  changes in interest rate sensitivity at different fair value level;

(iv) REHEFRAEERTZEERBREHEE (iv) the effect of the counterparty and the Group’s own credit risk
HATEZRE  WARMAR ST on the fair value of the interest rate swap, which is not reflected
B2HHEEATEE & in the fair value of the hedged item attributable to the change in

interest rate; and

(v) A ZEBBHRET 27 A F| =5 5 (v)  differences in maturities of the interest rate swap and the debt
ZEHER - securities held or the certificates of deposit issued.
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3. HHKEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)
31 EAESRTIARK@ 3.1 Strategy in using financial instruments (Continued)
31 BERBEERENETTEEZITET 3.1.1 Derivatives held for risk management and hedge
A accounting (Continued)
FIRE Mz D FEY @) Fair value hedges of interest rate risk (Continued)
AR BRRE T AR =i B ) 2 @ b A B The Group held the following interest rate swaps as hedging
ZHHTH - instruments in fair value hedges of interest risk.
Z|E A
2019%12H31H 31 December 2019 Maturity
1E LA 1FBE 5 F Lk

Less than Z5%  More than
RREER - R ERE R Risk category - interest rate risk 1 year 1-5 years 5 years
BT AR -TTRE Hedge of issued liabilities - certificates of

deposit
[EIfE Nominal amount 4,447,271 470,000 -
19 ] E A 2 Average fixed interest rate 2.26% 2.20% -
HhEITZ BEIAEER Hedge of issued liabilities — subordinated
notes

H{E Nominal amount 1,752,008 3,698,682 -
S5 ] E Fl = Average fixed interest rate 6.63% 4.61% =
HARETCBE-EE Hedge of issued liabilities — borrowing
H{E Nominal amount - 817,604 =
19 ] E A 2 Average fixed interest rate - 3.25% -

HihiEE 2 A A EE A E#F) Hedge of debt securities held at fair value

AT AEMEE W EMESES through other comprehensive income
H{E Nominal amount 1,020,058 11,088,515 9,556,679
S5 ] E F = Average fixed interest rate 3.78% 4.06% 3.59%

IR 2 ARSI BR A Hedge of debt securities held

BERRES at amortised cost
H{E Nominal amount - 1,405,242 4,029,446
S B E Al = Average fixed interest rate - 3.81% 3.63%
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
31 EAESRTIARK@ 3.1 Strategy in using financial instruments (Continued)
1.1 HERBEERY FET]TEEZIHTLET 3.1.1 Derivatives held for risk management and hedge

A accounting (Continued)

FRE R 2 D FEH @)

Fair value hedges of interest rate risk (Continued)

176

FHR A
201812 H31H 31 December 2018 Maturity
1FLAR 1600 E 59 E

Less than £5%F More than
[ B 8 Al — ) = [ Risk category — interest rate risk 1 year 1-5 years 5 years
HHEITZAR-TTRE Hedge of issued liabilities - certificates of

deposit
HE Nominal amount 3,779,924 655,000 -
19 ] E A 2 Average fixed interest rate 2.15% 2.10% -
BT BEIAEER Hedge of issued liabilities — subordinated notes
H{E Nominal amount 1,761,930 3,719,630 -
S5 ] E A = Average fixed interest rate 5.25% 5.38% -
HHBEITZBBE-EE Hedge of issued liabilities — borrowing
H{E Nominal amount 587,310 822,234 -
5 ] E F = Average fixed interest rate 1.94% 3.25% —
HihiE A 2 WA FE 2 B E#8) Hedge of debt securities held at fair value
FTAEMEEEENEEES through other comprehensive income

[z =] Nominal amount 631,946 7,454,921 9,405,654
S ] E A = Average fixed interest rate 5.45% 4.22% 3.67%
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges

The amounts relating to items designated as hedging instruments and

™ hedge ineffectiveness were as follows:
2019
RRGE
20195
BBRREAEE HARH
HHTAZER ZATEST
Line item in the Changeinfair ~ BRIRKEE WERAES
R statement of financial  value used for ZHMERY  HHEMZER
EE Carrying amount position wherethe  calculating hedge ~ Ineffectiveness  Line item in profit or
Nominal BE 8f8 hedging instrumentis  ineffectiveness  recognisedin  loss that includes
amount Assets  Liabilities included for 2019 profit or loss hedge ineffectiveness
Fl=m bk
Interest rate risk
M B — S 5 4,917,271 1,283 6,247 fTESRMIA 10,352 2100 AATELHRORESH
Interest rate swaps - hedge of Derivatives financial TAZFKE/(BR)
certificates of deposit instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
M2 8 — Hih iR (BB 5,450,690 58,929 494 FIESRTA 100,923 (19) BAATEHANEHRLR
Interest rate swaps - hedge of Derivatives financial TAZHNE/(518)
subordinated notes instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
GlES=F iR bl 817,604 9,048 - {(TEERIA 13,870 79 BATESRNEESR
Interest rate swaps - hedge of Derivatives financial TEZ3kE/(B#)
borrowing instruments Net gain/(loss) arising from
financial instruments
subject to fair value
hedge
M- EhsE AR TE 21,665,252 36,903 496,334 fT4HERIA (750,221) 6,576 AATELMIEHERR
SERESHHALMER Derivatives financial TAZFKe/(BR)
YR E%ES instruments Net gain/(loss) arising from
Interest rate swaps - hedge financial instruments
of debt securities held at subject to fair value
fair value through other hedge
comprehensive income
B - MaAZIES 5434688 4001 210507 fiEARIA (104,791) 755 AATEMAEBLE
PGB RI BT E 5 Derivatives financial TEZ 3/ (BiB)
Interest rate swaps - hedge instruments Net gain/(loss) arising from

of debt securities held at
amortised cost

financial instruments
subject to fair value
hedge
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedging instruments and

NG hedge ineffectiveness were as follows: (Continued)
2018
ANGtE
20185
FBRREANES RN
HHhIAZIAR ZDVEE
Line item in the Changeinfair  BRRlER YWakres
%Eﬁ@ statement of financial value used for ZEWBRY  HARNZER
HE Carrying amount position where the calculating hedge  Ineffectiveness  Line item in profit or
Nominal BE Bf&  hedging instrument is ineffectiveness recognised in  loss that includes
amount Assets Liabilities  included for 2018 profit or loss  hedge ineffectiveness
=
Interest rate risk
MRS H - S o 4,434,924 333 11,662 {TESRIA 3,949 (84) RAATEHHMEHASE
Interest rate swaps - hedge Derivatives financial TEZ3E/(BR)
of certificates of deposit instruments Net gain/(loss) arising
from financial
instruments subject to
fair value hedge
FZiEH — Hhig B RS 5,481,560 18,952 53,127 fi4ASRMIE (51,363) (1,814 RBATELI N RESH
Interest rate swaps - hedge Derivatives financial TR/ (BR)
of subordinated notes instruments Net gain/(loss) arising
from financial
instruments subject to
fair value hedge
MR — SR E 1,409,544 1 4751 fTESRIA 3,833 (49) AATEHFNEASR
Interest rate swaps - hedge Derivatives financial IR/ (BR)
of borrowing instruments Net gain/(loss) arising
from financial
instruments subject to
fair value hedge
MR- S A 2 UAT 17,492,521 418,358 51,685 frESRIA 154,707 1314 AATEHANAEER
ErrE B EEE AL Derivatives financial TR SN/ (BR)
LEYENEBES instruments Net gain/(loss) arising
Interest rate swaps - hedge from financial
of debt securities held at instruments subject to

fair value through other
comprehensive income
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3. FINANCIAL RISK MANAGEMENT (continued)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedged items were as

follows:
2019
REEHBRRRA
EE L AR
RERZETHA
BHRZAYE
HhERREEH
Accumulated amount
BEEHFRRREE of fair value hedge
ZHARR 2 AT adjustments
HREWBELR remaining in the
Accumulated amount of HERRERTSY S Statementlof
fair value hedge adjustments E 7ER PRt EE &Y financial position
on the hedged item Line item in ZATERE for any hedged
REE included in the carrying amount the statement of Change in items that have
Carrying amount of the hedged item financial position in value used for ceased to be
BE af gE &ff  which the hedged item calculating hedge adjusted for hedging
Assets Liabilities Assets Liabilities is included ineffectiveness  gains and losses
g - 4,911,274 - (5,997) EEINERE (10,562) -
Certificates of deposit Certificates of deposit
issued
3 - 5,510,181 - 50491  {RfEfEH (100,942) -
Subordinated notes Subordinated notes
fEE - 826,811 - 9207 HIFEH (13,791) -
Borrowing Deposits from banks
BEZMATEFEAR 22,417,170 - 465,052 - RTEFHEREES 756,797 -
FE AR E ARG AARMZERER)
Debt securities held at Financial assets at
fair value through other fair value through
comprehensive income other comprehensive
income
FrE 2 BN TIIRED 5,651,040 - 216,352 - DABERATIRE 105,546 -

Debt securities held at
amortised cost

Financial assets at
amortised cost
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3. FINANCIAL RISK MANAGEMENT (Continued)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedged items were as

follows: (Continued)

2018

BEEHNERRRE
ZHHER 2 ATE
Hh2EAEER
Accumulated amount of

HBRRRARSEH

REEHBHRRRA
REETIRE Sl 6

RERZ L
BAZATE
HR2EREEE

Accumulated amount

of fair value hedge
adjustments
remaining in the
statement of

fair value hedge adjustments JHEZER FIRGTESMAM  financial position
on the hedged item Line item in ZRTEED for any hedged
EEE included in the carrying amount the statement of Change in items that have
Carrying amount of the hedged item financial position in value used for ceased to be
BE B BE 8ff  whichthe hedged item  calculating hedge ~ adjusted for hedging
Assets Liabilities Assets Liabilities s included ineffectiveness gains and losses
FRE - 4,422,293 - (12,631) BETHENE (4,033) -
Certificates of deposit Certificates of deposit
issued
&IBMER - 5,449,082 - (32478) &IERES 49,549 -
Subordinated notes Subordinated notes
5 - 1,405,035 - (4509) SRITTER (4,082) -
Borrowing Deposits from banks
FRZAATEFEEE 17,282,443 - (367,375) - RTESEREES (153,393) -
EDRYNY L 6ot AARMZERER)
Debt securities held at Financial assets at
fair value through other fair value through
comprehensive income other comprehensive
income
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk

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

The Group has a Group Credit Committee (“GCC”) for approving major
credit exposures. The Credit Management Committee (‘CMC”) and the
Treasury & Investment Risk Committee (“TIRC”) are the committees
responsible for credit policy formulation and portfolio monitoring of
the loan and treasury businesses respectively. These committees are
all chaired by the Chief Executive with certain Executive Directors
and senior business and credit officers as members. Credit risk
measurement, underwriting, approval and monitoring requirements are

detailed in credit policies.

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

The Group has established policies and processes for the approval and

review of new products and activities, and credit policies with details of
the loan grading, or credit scoring, processes and impairment policies.
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3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 Credit risk (Continued)

3.2.1 Credit risk measurement

Credit risk grading

The Group uses internal credit risk grading that reflects the credit
quality of the borrowers. The Group uses internal credit grading
scorecards tailored to the various categories of counterparty. The
credit grading scorecards take into consideration borrower and loan
specific information collected at the time of application (such as
disposable income, and level of collateral for retail exposures; and
financial indicators and qualitative indicators for corporate exposures).
For retail exposures, this is supplemented with internal data such as
delinquency status and external data such as credit bureau scoring
information on individual borrowers. In addition, the scorecards enable
expert judgement from the credit risk officer to determine the final
internal credit grade for each exposure. This allows for considerations
which may not be captured as part of the other inputs into the
scorecards.

The following are additional considerations for each type of portfolio
held by the Group:

Retail

After the date of initial recognition, for personal unsecured lending
of retail business, the likelihood of default is monitored on a periodic
basis by behavioural score. This score is mapped to a Probability of
Default (“PD”).
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.1 Credit risk measurement (Continued)

Credit risk grading (Continued)

Corporate

For corporate business, the credit grade is determined at the borrower
level. A relationship manager will incorporate any updated or new
information/credit assessments into the credit grading scorecard on an
ongoing basis. In addition, the relationship manager will also update
information about the creditworthiness of the borrower every year from
sources such as financial statements. This will determine the updated
internal credit grading.

Using the internal observed default rate supplemented with external
default data, and by applying statistical methods, PD master scales
are calibrated to arrive at the PD for each credit grade.

Treasury

For debt securities and interbank exposures under the Treasury
portfolio, external rating agency credit grades are used. These
published grades are continuously monitored and updated. The PDs
associated with each grade are determined based on default rates
published by the rating agencies.
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3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement

HKFRS 9 outlines a “three-stage” model for impairment based on

changes in credit quality since initial recognition as summarised below:

A financial instrument that is not credit-impaired on initial
recognition is classified in “Stage 1” and has its credit risk
continuously monitored by the Group.

If a significant increase in credit risk (“SICR”) since initial
recognition is identified, the financial instrument is moved to
“Stage 2” but is not yet deemed to be credit-impaired.

If the financial instrument is credit-impaired, the financial
instrument is then moved to “Stage 3.

Financial instruments in Stage 1 have their ECL measured at an
amount equal to the portion of lifetime expected credit losses
that result from default events possible within the next 12
months. Instruments in Stages 2 or 3 have their ECL measured
based on expected credit losses on a lifetime basis.

A pervasive concept in measuring ECL in accordance with
HKFRS 9 is that it should consider forward looking information.

Purchased or originated credit-impaired financial assets
are those financial assets that are credit impaired on initial
recognition. Their ECL is always measured on a lifetime basis
(Stage 3).
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

The following diagram summarises the impairment requirements under
HKFRS 9 (other than purchased or originated credit-impaired financial

assets):
BYRERE2EEEREE
Change in credit quality since initial recognition
< >
B ER 1 PEER 2 FEER 3
Stage 1 Stage 2 Stage 3
(VAR (EERR B MR TERERIEE ) (EEREEE)
(Initial recognition) (Significant increase in credit risk (Credit-impaired assets)
since initial recognition)
1218 A B e e B 518 2 EEHREEER 2 EFE A EETE
12-month expected credit losses Lifetime expected credit losses Lifetime expected credit losses

2N 55 [ st 2 AR TR BR AN 2 3 B RN R aR s At 40
N

3221 fEERERAIRE M

EHAUT—ES HEABAEERAEHT
BRI S E R ATE D -

e FEFHEAME - BINMEEFRLREKR
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The key judgements and assumptions adopted by the Group in
addressing the requirements of the standard are discussed below:

3.2.2.1 Significant increase in credit risk

The Group considers a financial instrument to have experienced a
SICR when one or more of the following criteria have been met:

° when there is significant adverse external credit rating transition
for the bond portfolio, migrating from investment grade to non-
investment grade, or one notch downgrade for bond with original
non-investment grade at purchase

o when there is internal credit rating transition, ranging from one
notch to five notches, for corporate portfolio

o when the day past due (“DPD”) exceeds 30 days

° when the borrower is reported as “Early Warning” for corporate
portfolio

o when the borrower is reported as Special Mention according
to the loan classification of the Hong Kong Monetary Authority
(“HKMA?”). The decision to classify the loans is based on
the borrower’s repayment ability and likelihood of individual
counterparties being default.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)
3.2.2.1 Significant increase in credit risk (Continued)

The assessment of SICR is performed on a monthly basis at a portfolio
level for all retail financial instruments held by the Group. In relation to
corporate financial instruments, where an Early Warning list is used to
monitor credit risk, this assessment is performed at the counterparty
level and on a monthly basis. The criteria used to identify SICR are
revised as when appropriate by the respective credit departments of
the portfolios.

The Group has not used the low credit risk exemption for any financial
instruments in the year ended 31 December 2019 and 2018.

3.2.2.2 Definition of default and credit-impaired assets

The Group defines a financial instrument as in default, which is aligned
with the definition of credit impaired (referred to as “Stage 3 financial
assets”), when one or more events that have a detrimental impact on

the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following
observable data:

. significant financial difficulty of the borrower or issuer;

° a breach of contract such as a default or past due event;

° the restructuring of a loan or advance by the Group on terms
that the Group would not consider otherwise;

° the borrower is bankrupt ;

° it is reported as substandard, doubtful or loss according to the
loan classification of the HKMA. The decision to classify the
loans is based on the borrower’s repayment ability and likelihood
of individual counterparties being default; and

o the disappearance of an active market for a security because of
financial difficulties.
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3. FINANCIAL RISK MANAGEMENT (continued)

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.2 Definition of default and credit-impaired assets (Continued)

A loan that has been renegotiated due to deterioration in the
borrower’s condition is usually considered to be credit-impaired
unless there is evidence that the risk of not receiving contractual cash
flows has reduced significantly and there are no other indicators of
impairment. In addition, a retail loan that is overdue for 90 days or
more is considered credit-impaired.

3223 Measuring ECL - Explanation of inputs, assumptions and
estimation techniques

The ECL is measured on either a 12-month (“12M”) or Lifetime basis
depending on whether a SICR has occurred since initial recognition or
whether an asset is considered to be credit-impaired. Expected credit
losses are the discounted product of the PD, exposures at default
(“EAD”), and loss given default (“LGD”), defined as follows:

° The PD represents the likelihood of a borrower defaulting on
its financial obligation (as per “Definition of default and credit-
impaired” above), either over the next 12 months (“12M PD”), or
over the remaining lifetime (“Lifetime PD”) of the obligation.

o EAD is based on the amounts the Group expects to be owed
at the time of default, over the next 12 months (“12M EAD”) or
over the remaining lifetime (“Lifetime EAD”). For example, for a
revolving commitment, the Group includes the current drawn
balance plus any further amount that is expected to be drawn up
to the current contractual limit by the time of default, should it
occur.

o LGD represents the Group’s expectation of the extent of loss on
a defaulted exposure. LGD varies by type of counterparty, type
and seniority of claim and availability of collateral or other credit
support. LGD is expressed as a percentage loss per unit of
exposure at the time of default. LGD is calculated on a 12-month
or lifetime basis, where 12-month LGD is the percentage of loss
expected to be made if the default occurs in the next 12 months
and Lifetime LGD is the percentage of loss expected to be made
if the default occurs over the remaining expected lifetime of the
loan.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3223 Measuring ECL - Explanation of inputs, assumptions and
estimation techniques (Continued)

The ECL is determined by projecting the PD, LGD and EAD for
each future month and for each individual exposure. These three
components are multiplied together and adjusted for the likelihood
of survival (i.e. the exposure has not prepaid or defaulted in an earlier
month). This effectively calculates an ECL for each future month,
which is then discounted back to the reporting date and summed.
The discount rate used in the ECL calculation is the original effective
interest rate or an approximation thereof.

The Lifetime PD is developed by applying a maturity profile to the
current 12M PD. The maturity profile looks at how defaults develop on
a portfolio from the point of initial recognition throughout the lifetime
of the loans. The maturity profile is based on historical observed data
and is assumed to be the same across all assets within a portfolio and
credit grade band. This is supported by historical analysis.

The 12-month and lifetime EADs are determined based on the
expected payment profile, which varies by product type.

o For amortising products and bullet repayment loans, this is
based on the contractual repayments owed by the borrower over
a 12-month or lifetime basis. This will also be adjusted for any
expected overpayments made by a borrower. Early repayment/
refinance assumptions are also incorporated into the calculation.

o For non-revolving products, the exposure at default is predicted
by taking current drawn balance and adding a “credit conversion
factor” which allows for the expected drawdown of the remaining
limit by the time of default.

o For revolving products, the EAD is estimated by taking the
maximum between the on-balance sheet exposure and the
estimated utilized amount at default based on utilisation rate.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3223 Measuring ECL - Explanation of inputs, assumptions and
estimation techniques (Continued)

The 12-month and lifetime LGDs are determined based on the
factors which impact the recoveries made post default. These include
collateral type and projected collateral values, historical discounts to
market/book values due to forced sales, time to repossession and
recovery costs observed.

Forward-looking economic information is also included in determining
the 12-month and lifetime PD, EAD and LGD. Refer to note 3.2.2.4 for
an explanation of forward-looking information and its inclusion in ECL
calculations.

The assumptions underlying the ECL calculation, such as how the
maturity profile of the PDs and how collateral values change etc., are
regularly monitored and reviewed.

3.2.24 Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECL both incorporate
forward-looking information. The Group has performed historical
analysis and identified the key economic variables impacting credit risk
and expected credit losses for each portfolio.

These economic variables and their associated impact on the PD, EAD
and LGD vary by financial instrument. Expert judgment has also been
applied in this process. Forecasts of these economic variables (the
“base economic scenario”) are provided by some economic research
institutions twice a year and provide the best estimate view of the
economy over the next five years. For the economic variables out of
the forecasting periods (i.e. after the next five years), the point-in-time
default risk level at the last forecasting period is referenced to estimate
the lifetime default risk level of each instrument. The impact of these
economic variables on the PD, EAD and LGD has been determined
by performing statistical regression analysis to understand the impact
changes in these variables have had historically on default rates and
loss rates.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

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

In addition to the base economic scenario, the Group’s economist
and the Group Risk function also provided other possible scenarios
along with scenario weightings. At 31 December 2019 and 2018, the
Group concluded to have two additional scenarios to capture possible
outcomes beyond those under the base economic scenario, namely
the good and the bad scenarios. The good and bad scenarios are set
with reference to the historical observations of the macro-economic
factors and the Group’s loan loss experience for a period over 20
years. The scenario weightings are determined by a combination of
statistical analysis and expert credit judgement, taking account of the
range of possible outcomes each chosen scenario is representative of.

The assessment of SICR is performed by considering either the change
in credit quality, expert credit judgement and backstop indicator. This
determines whether the whole financial instrument is in Stage 1, Stage
2, or Stage 3 and hence whether 12-month or lifetime ECL should be
recorded. Following this assessment, the Group measures ECL as
either a probability weighted 12-month ECL (Stage 1), or a probability
weighted lifetime ECL (Stages 2 and 3). These probability-weighted
ECLs are determined by running each scenario through the relevant
ECL model and multiplying it by the appropriate scenario weighting.

As with any economic forecasts, the projections and likelihoods of
occurrence are subject to a high degree of inherent uncertainty and
therefore the actual outcomes may be significantly different to those
projected. The Group considers these forecasts to represent its best
estimate of the possible outcomes that the chosen scenarios are
appropriately representative of the range of possible scenarios.
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3. MBEBEE®

3.2 FEAMG®
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

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

Economic variable assumptions

In its models, the Group relies on a broad range of forward-
looking economic information as inputs, such as the forecasts of
macroeconomic factors like property price indices, GDP growth rates,
unemployment rates, and interest rates. A range of macroeconomic
factors is maintained based on statistical data tests and expert
judgement to ensure that relevant factors could be taken into
consideration in the ECL models.
The scenarios “base”, “good” and “bad” were determined based on
the underlying assumptions described in the below table. In particular,
the “base” scenario makes reference to a set of macroeconomic
forecasts from different economic research institutions and the
“good” and “bad” scenarios depends on the simulated ECL using a
designated period of historical macroeconomic variables. The year of
the lowest simulated ECL was assumed good scenario whereas the
year of the highest simulated ECL was assumed the bad scenario. A
designated period of historical data that covers peaks and troughs of
economic cycles were selected for this exercise to ensure the selection
of scenarios stays unbiased.
Scenario Underlying assumptions of the scenario
Base Forward-looking macroeconomic factors are a key
component of the macroeconomic outlook. The
base scenario is based on a set of macroeconomic
forecasts sourced from reputable economic research
institutions which formulate a “base case” view
of the most probable future direction of relevant
economic variables.

Good This scenario is determined as the year of having
lowest ECL by applying a full set of applicable
historical economic variables to the entire portfolio
starting from 1995.

Bad This scenario is determined as the year of having
highest ECL by applying a full set of applicable
historical economic variables to the entire portfolio
starting from 1995.
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3. HHKEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 ZERR@ 3.2 Credit risk (Continued)

322 FEHISEEEE &) 3.2.2 Expected credit loss measurement (Continued)

3224 MATEHIEEEEER 2 ATl E R @) 3224 Forward-looking information incorporated in the ECL models
(Continued)

AEEEZ 2 RE (&) Economic variable assumptions (Continued)

RAREETEEEEE 2 ERBARBESIRET Significant period-end assumptions used for the ECL estimate are set

out as below.

5EHRIIE L9

Average of 1EHATRE

5-Year One-Year

M2019F12H31H As at 31 December 2019 Forward-Looking Forward-Looking
BAR A ERERRE Hong Kong GDP Growth Rate (%) EiR Base 1.6% -1.3%
(AAt) =858 Good 2.9% 4.8%
TR Bad 1.3% -5.9%

BRSEEME Hong Kong Residential Property AR Base 4.3% 1.2%
ERESEY (o) Price Index Change (%) Rif Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BRRER(BHLL) Hong Kong Unemployment g Base 3.5% 3.6%*
Rate (%) Rif Good 3.1% 3.1%*
TR Bad 6.0% 5.9%*
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3. MBEBEE®

32 FERRm®

322 BRAEEEEE @)

3224 MATRHMEEBEEE ZATEMEER )

AEEY T (#)

1201812 H31H

As at 31 December 2018

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.24 Forward-looking information incorporated in the ECL models

(Continued)

Economic variable assumptions (Continued)

SEEEARTIE F19 8
Average of
5-Year
Forward-Looking

1 HIRTIE
One-Year
Forward-Looking

BN AEEBELERE Hong Kong GDP Growth Rate (%) E Base 2.2% 2.2%
(BAL) Rif Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BBEEDE Hong Kong Residential Property EHp Base 2.2% -6.3%
Effg2s(5ot) Price Index Change (%) R Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BAREXR(AAL) Hong Kong Unemployment i Base 3.2% 3.0%
Rate (%) B Good 3.1% 3.1%
TR Bad 6.0% 5.9%

o LA EHRIE MR R R1EH 2 FEAEH A * These one-year forward looking rates represent forecast average rates for

?ZT( ° one year.

RESKEBR A INEE  AREETRE
BELEHARAG TRKETE 2 A XEE
ZIEERBOMN - AR RAERRELE
BHSE R AR ZE L BIRARRITE 2 HAE
E{REE o

To derive the probabilities weighting for the selected scenarios, an
economic state analysis that covers a full economic cycle to estimate
the range of probabilities in different economic states is performed.
The use of historical data that covers peaks and troughs of economic
cycles is adopted for the analysis ensures that calculated probabilities

stay unbiased.
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3. MBEBEE®

3.2 FEAMG®

322 BRAEEEEE @)

3224 MATRHMEEBEEE ZATEMEER )
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20194 201812 A1 H n e T B &K EIF IR
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10% }20% -
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2 -

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)
3.2.2 Expected credit loss measurement (Continued)

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

Economic variable assumptions (Continued)

To supplement the economic state analysis for more forward looking
elements and to capture latest developments of the market and
economy, assessments are performed by the in-house economist
and the Group Risk function with expert judgement exercised for the
determination of the probability weightings application to the three
scenarios.

The weightings assigned to each economic scenario, “base”, “good”
and “bad” as at 31 December 2019 and 2018, were 70%, 10% and
20% respectively.

To reflect the updated market conditions as at 31 December 2019,
the Group adopted a set of weaker forward-looking assumptions in
the base case scenario, which is reflected in an increase in the ECL
allowances at 31 December 2019. The probability weighting assigned
to the economic scenarios, as shown above, remained unchanged.

Other forward-looking considerations not otherwise incorporated
within the above scenarios, such as the impact of any regulatory,
legislative or political changes, have also been considered, but are not
deemed to have a material impact and therefore no adjustment has
been made to the ECL for such factors. This is reviewed and monitored
for appropriateness on a quarterly basis.
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3.

3.2
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3.

FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.24 Forward-looking information incorporated in the ECL models

(Continued)

Sensitivity analysis

The most significant assumptions affecting the ECL allowance are as

follows:

Retail portfolios

(i)

(i)

(il

Unemployment rates, given its impact on secured and unsecured
borrowers’ ability to meet their contractual repayments;

GDP growth rates, given the significant impact on companies’
performance and collateral valuations; and

Property price indexes, given the significant impact it has on
mortgage collateral valuations.

Corporate portfolios

(il

Unemployment rates, given its impact on secured and unsecured
borrowers’ ability to meet their contractual repayments;

GDP growth rates, given the significant impact on companies’
performance and collateral valuations; and

Property price indexes, given the significant impact it has on
mortgage collateral valuations.
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3. HHKEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 ZERR@ 3.2 Credit risk (Continued)

322 FEHISEEEE &) 3.2.2 Expected credit loss measurement (Continued)

3224 MATEHIEEEEER 2 ATl E R @) 3224 Forward-looking information incorporated in the ECL models
(Continued)

R T () Sensitivity analysis (Continued)

AN RARRERSENLEZHRERNER Set out below are the changes to the ECL that would result from

R MEEE L2 HMEEA e &L EBBTERE reasonably possible changes in these parameters from the actual

EEBRERBIZE assumptions used in the Group’s economic variable assumptions:

=8 Retail

BAHEEBENTE

ECL Impact
2019 2018
RER Unemployment rates +1% 12,580 15,369
-1% -1,106 -999
EEAEERE GDP growth rates +0.5% -2,209 -1,706
-0.5% 2,244 1,734
VI (EIRIEEL Property price indexes +5% -284 -69
-5% 450 319

G=ES Corporate
EHREERENY

ECL Impact
2019 2018
REE Unemployment rates +1% 128,952 104,173
-1% -65,802 -54,159
EEBEERR GDP growth rates +0.5% -15,239 -12,761
-0.5% 16,559 13,878
I (EIRIEEL Property price indexes +5% -22,035 -17,242
-5% 23,089 20,202
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3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.3 Risk limit control and mitigation policies

The Group has an established framework to manage and control
concentrations risk with respect to individual borrower or counterparty
group, industry or country. Exposure limits by borrower or counterparty
group, industry or country are in place and their exposures are
monitored and reported to credit committees regularly.

The large exposure limits to borrower or counterparty groups are
capital based while the limits for industry are relative to the size of the
overall credit portfolio. Country limits are also set up with reference to
the sovereign credit rating from international credit rating agencies. All
these limits aim to achieve a more balanced portfolio.

To mitigate credit risk and where appropriate, the Group will obtain
collateral to support the credit facility granted. To control credit
risk exposure to counterparty arising from derivative positions,
the Group limits its derivative dealings with approved financial
institutions, and uses established market practices on credit support
and collateral settlement to reduce credit risk exposure to derivative
counterparties. Overall credit risk limit for individual financial institution
counterparty, including valuation limit for derivatives, is approved
by the GCC with reference to the financial strength and credit rating
of individual counterparty. The acceptable types of collateral and
their characteristics are established within the credit policies, as are
the respective margins of finance. Enforceable legal documentation
establishes the Group’s direct, irrevocable and unconditional recourse
to any collateral, security or other credit enhancements provided.

In relation to lending commitments that are unconditionally cancellable
without prior notice, the Group would assess the necessity to
withdraw the credit line in case where the credit quality of a borrower
deteriorates. Accordingly, these commitments do not expose the
Group to significant credit risk.

Irrespective of whether collateral is taken, all credit decisions are

based upon the customer’s or counterparty’s credit profile, cashflow
position and ability to repay.
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 ZERR@ 3.2 Credit risk (Continued)
3.2.3 JBUESE B R FEHIBEE 2 B () 3.2.3 Risk limit control and mitigation policies (Continued)

(F) BERRBX

REE S EERIE IR mEE T MIERRER

(@) Loans and advances

The Group has guidelines on the acceptability of specific classes

REBRH A Z IR IES| - EEEARER of collateral for securing loans and advances. The principal
V=3 collateral types are:
. IR . Mortgages over properties;

o HEMEXBEENFEMENE:

. EHS R T ENESESFNRE

b HEIRFER
. HEARALER -
Uboh - BARKBRE E|EERA B2 @5

E/TA ﬁ%\ﬁﬁ/ﬁ“ﬁﬂﬂ%ﬁ 'Mi@%i‘ﬂzﬁz
HIRHEEIMERmARREEEERK ©

° Charges over business assets such as premises and
accounts receivable;

° Charges over financial instruments such as debt securities
and equities;

° Charges over deposits; and

° Charges over shares.

In addition, in order to minimise credit loss, the Group will, where
possible, seek additional collateral from the borrower as soon

as impairment indicators are noticed on relevant individual loans
and advances.

(2) EBEEF (b) Debt securities
REem I AASHEEEEERCEER Debt securities and treasury bills are generally unsecured, with
HESRREBETEIN  EEESMBEEEER the exception of asset-backed securities and similar instruments,

B i A

which are secured by portfolios of financial instruments or
underlying assets.
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3. MBEBEE®

3.2 FEAMG®

3.2.3 BIER/E R RIEHIBRE 2 B (#)
(R) $T4£TA
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BREERZXZHT 2 EERBRIES M EERE
FF2z—8n  BREEEZEHNREEERR
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Al o SN - AEEA T EENENEFK
RIS NRREERELIZETSE
FFRT R ERNTERNZZ ST
FRI BRI ROTEA NS 2 e s
Z E & o

AEETLEARBNRHEFREER - #
PORE S5 2 5 8 FEEMITEE RN A

B o

3.2.4 MIHBFE

EAKEELKEVEREKENE I REF/HIR
BEAEHZARENEREEMEEZERBLE
BMEE - RAR/REBEHZARENERBRE)F L
HITIA ) R (i) A SR B B K [B1 77 0% AR EOH 3 a7
WEREmMERRNEELRERENEN2H
e

REEAMEDERTEDNEREE - BE
2019F12 A1 HIEFE + ZFEERWMED
K8 & & #) % 5 /& 48,000,000 7 7T (2018 £F -
46,000,000/87T) °

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.3 Risk limit control and mitigation policies (Continued)
(c) Derivatives

All counterparty credit risk for derivatives trading are managed
as part of the credit risk control and monitoring process in
respect of the counterparty including credit controls such as
setting individual limit for valuation risk, daily settlement limits
and performing periodic credit assessment. Moreover, the
Group requires derivative contract counterparties to enter into
International Swaps and Derivatives Association Agreement or
analogous master agreement in order to follow the standardised
market practice of close-out netting arrangement in the event of
default or early termination and in accordance with the regulatory

requirements.

Collateral arrangements with most counterparties are also
in place to limit our unsecured derivative exposures to these
counterparties.

3.2.4 Write-off policy

The Group writes off financial assets, in whole or in part, when it has
exhausted all practical recovery efforts and has concluded there is
no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include (i) ceasing enforcement
activity and (ii) where the Group’s recovery method is foreclosing
on collateral and the value of the collateral is such that there is no
reasonable expectation of recovering in full.

The Group may write-off financial assets that are still subject to
enforcement activity. The outstanding contractual amounts of such
assets written off during the year ended 31 December 2019 was
HK$48 million (2018: HK$46 million).
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3. HXERREEm)
3.2 EERME@®)

3.2.5 KRit AFH 2B A XA M EIEF A
ZREEEREE

TRESEMTANEERBRZON - TI2E
BEENRAE 2ZLRRETI NI EEZE

ERMEEZRHERER

fRME -

(1) ZAfEREFENEREE

2019F12A31H

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held
or other credit enhancements

The following tables contain analysis of the credit risk exposure of
financial instruments. The gross carrying/notional amount of financial
assets below also represents the Group’s maximum exposure to credit
risk on these assets.

(1) Financial assets subject to impairment

At 31 December 2019

REE/ 2528
Gross carrying/notional amount
HHEE
KEEE  RBSUT BRER
% Special  Sub-standard &3t ECL B
Pass mention or below Total allowance Net
RITRIEE BRI Balance and placements with banks 23,139,644 - - 23,139,644 2424 23,137,220
—F&R1 - Stage 1 23,139,644 - - 23,139,644 2424 23,137,220
—R&Er2 - Stage 2 - - - - = =
= ﬁ‘E?FQS - Stage 3 - - - - - -
Debt instruments at fair value through

Eﬁiﬁui E’J & i’{lﬂ other comprehensive income 41,247,860 - - 41,247,860 27,355 41,220,505
—F&Ex1 - Stage 1 41,247,860 - - 41,247,860 27,355 41,220,505
—[&E2 - Stage 2 - - - - - -
—[&Er3 - Stage 3 - - - - = =
DERKATIERNEE LA Debt instruments at amortised cost 15,664,558 - - 15,664,558 11,533 15,653,025
—F&Ex1 - Stage 1 15,664,558 - - 15,664,558 11,533 15,653,025
—[R&E2 - Stage 2 - - - - - -
—[&Er3 - Stage 3 - - - - = =
RPER Advances to customers 134,883,394 1,014,153 1,049,226 136,946,773 1,008,586 135,938,187
—F&Rx1 - Stage 1 129,023,721 - - 129,023,721 474,635 128,549,086
—[R&E2 - Stage 2 5,859,673 1,014,153 - 6,873,826 152,754 6,721,072
—[&Er3 - Stage 3 - - 1,049,226 1,049,226 381,197 668,029
EPES Trade bills 3,381,956 - 11,907 3,393,863 1,989 3,391,874
—F&Ex1 - Stage 1 3,356,669 - - 3,356,669 1,982 3,354,687
—PgER2 - Stage 2 25,287 - - 25,287 7 25,280
—FEER3 - Stage 3 - - 11,907 11,907 - 11,907
e HI 2 R EAbERE Accrued interest and other accounts 5,257,446 4,118 59,717 5,321,281 18,561 5,302,720
—F&Rx1 - Stage 1 5,246,648 - - 5,246,648 8,496 5,238,152
—[&E2 - Stage 2 10,798 4,118 - 14,916 598 14,318
—[&Er3 - Stage 3 - - 59,7117 59,717 9,467 50,250

BHEERABER Loan commitments and financial
guarantees 81,210,407 23,846 10,931 81,245,184 148,642 81,096,542
—F&Ex - Stage 1 78,548,873 - - 78,548,873 140,087 78,408,786
—[&Er2 - Stage 2 2,661,534 23,846 - 2,685,380 8,555 2,676,825
o] - Stage 3 - - 10,931 10,931 - 10,931
Bt Total 304,785,265 1,042,117 1,131,781 306,959,163 1,219,090 305,740,073

ERBELIATEERE - BEIRAA

EFTEE+E

BEEFFARMEEARENEBTAZA
ELRMNREEGHETESHEE

HEEEE -

For the purpose of this disclosure, notional amount of debt
instruments at FVOCI and the associated ECL allowance
maintained in investment revaluation reserve are presented.
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3. HXERREEm)

3.2 EERME@®)

3.0.5 KFI AHFEZHHm A EEF A
ZEREEEREE®)

(1) ZAEREFANEHEE @)

20184F12H31H

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held
or other credit enhancements (Continued)

(1) Financial assets subject to impairment (Continued)

At 31 December 2018

FEE/ G5eH
Gross carrying/notional amount
HREE KRBT BHREE

i Special  Sub-standard CH EIRER ]
Pass mention or below Total ECL allowance Net
RATHEER R Balance and placements with banks 26,599,041 - - 26,599,041 3,707 26595334
—FE& — Stage 1 26,599,041 - - 26,599,041 3,707 26595334
—[&Er2 - Stage 2 - - - - - _
—[R&Er3 - Stage 3 - - - - - _

NRFETEBEZHHA Debt instruments at fair value through other
At 2ERENRBETA comprehensive income 41,894,881 - - 41,894,881 22,870 41,872,011
BB - Stage 1 41,894,881 = - 41,894,881 22870 41,872,011
—[&Er2 - Stage 2 - - - - - _
—[&Er3 - Stage 3 - - - - - _
DAREERAASBRE R LA Debt instruments at amortised cost 9,146,303 - - 9146303 4947 9,141,356
e - Stage 1 9,146,303 - - 9,146,303 4947 9,141,356
—[&Er2 - Stage 2 - - - - - _
—[&Er3 - Stage 3 - - - - - _
EFEH Advances to customers 126,886,768 771,153 970,166 128,628,087 913923 127,714,164
— B - Stage 1 123,147,970 1,893 - 123,149,863 423650 122,726,213
—FEB2 - Stage 2 3,738,798 769,260 - 450858 127,284 4,380,774
—FEE3 - Stage 3 - - 970,166 970,166 362,989 607,177
EOES Trade bills 4,677,262 = = 4,677,262 2,123 4,675,139
— g - Stage 1 4,663,269 - - 4663269 2,00 4,661,169
—F&B2 - Stage 2 13,993 - - 13,993 23 13,970
—[&Er3 - Stage 3 - - - - - _
FERHRIE RAMER A Accrued interest and other accounts 3,757,341 2,806 65242 3,825,389 16,785 3,808,604
—FEB - Stage 1 3,748,464 - - 3748464 6,651 3,741,813
—F&B2 - Stage 2 8,877 2,806 - 11,683 491 11,192
—f&&3 - Stage 3 - - 65,242 65,242 9,643 55,599

EREERMBER Loan commitments and financial

guarantees 76,786,797 43,591 13,716 76,844,104 146,267 76,697,837
—RB - Stage 1 74,789,140 = - 74,789,140 139,657 74,649,483
—F&B2 - Stage 2 1,997,657 43,591 - 2041248 6,592 2,034,656
—B&3 —Stage 3 - - 13,716 13,716 18 13,698
ait Total 289,748,393 817,550 1,049,124 291615067 1,110,622 290,504,445
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3.2

3.2.5

MR EE @

EERME @)
Kt A B2 s Bl B2 AT
CREEEREEE @)

(1) ZAEREFANEHEE @)
EEFEABEMT

D3

Fa
E

F1EMNER |82 ERRARHIEH A
ZIE3OKRA ©

F2ARIERIRE | —RESERAEBE S
fE31E90K °

FE3MAREHAT | —RESEFEI A
FHBBIOK °
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2R FRIEE | B E R EEAIE KT
MEFH 2 E108% - KRBRALERRRE
5 R TR BHIRERZE R - BIFTaE
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ARERPZENEEI3R - KKREFA
ERERBREERTEZRE K TAkE
L CEIER SESER SN Pt
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T RERER R EERE -

e
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FINANCIAL RISK MANAGEMENT (continued)
Credit risk (Continued)

Maximum exposure to credit risk before collateral held
or other credit enhancements (Continued)

(1) Financial assets subject to impairment (Continued)

The credit ratings are broadly categorised as follows:

Retail

Class 1 “pass”, which covers loans that are current or within 30
DPD.

Class 2 “special mention”, which generally covers loans with
31-90 DPD.

Class 3 “sub-standard or below”, which generally covers loans
that are more than 90 DPD.

Corporate

Class 1 “pass”, which covers Grade 1 to 9 of the Group’s internal
loan grading system, represents loans for which borrowers are
current in meeting commitments and for which the full repayment
of interest and principal is not in doubt.

Class 2 “special mention”, which covers Grade 10 of the Group’s
internal loan grading system, represents loans with which
borrowers are experiencing difficulties and which may lead to
credit losses to the Group if the deterioration in loan quality
cannot be contained.

Class 3 “sub-standard or below”, which covers Grade 11 to 13
of the Group’s internal loan grading system, represents loans
in which borrowers are displaying a definable weakness that is
likely to jeopardise repayment; or collection in full is improbable
and the Group expects to sustain a loss of principal and/
or interest; or loans that are considered uncollectible after all
collection options have been exhausted.
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3.2

3.2.5

MR EE @

EERKE @)
Kt A B2 s Bl B2 AT
CREEEREEE @)

(1) ZAEREFANEHEE @)

HE
F1EAER |28 AREEFHR/BB-%
A E2ZZEFH)EE o

F2ERINMFRIRE |82 AEMEERT R RB+
EB-ZRZHFRIER

SE3MER RS AT B2 AEMEETRR
CCC+HMA T 2R ZHF R

(2 BAERENSREE

3.2
3.2.5

FINANCIAL RISK MANAGEMENT (continued)
Credit risk (Continued)

Maximum exposure to credit risk before collateral held
or other credit enhancements (Continued)

(1) Financial assets subject to impairment (Continued)
Treasury

Class 1 “pass”, which covers exposures to counterparties of
with internal credit rating of BB- or above.

Class 2 “special mention”, which covers exposures to
counterparties of with internal credit rating of B+ to B-.

Class 3 “sub-standard or below”, which covers exposures to
counterparties of with internal credit rating of CCC+ or below.

(2) Financial assets not subject to impairment

BREE
Gross carrying amount
2019 2018
BIEEEREMEE Trading assets
—EKES - Debt securities 8,387,953 7,621,184
—{TETH - Derivatives 457,652 289,399
EHPPTET A Hedging derivatives 110,164 437,644
AT ER 2 BEEBE ABRA Financial assets at fair value through
BRIEE profit or loss
—BEFES — Debt securities 328,768 327,483
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3. HXERREEm)
3.2 EERME@®)

3.25 Kt AFFBEZ B MRS EIESF A
CREEEREEE @)

AEBZEERRAIZE TP EE —F 7S -
. ERNETMAE F2.3% KD EEANZLTR
ZGEHP e ERAN(20184F : 2.6%) :

o  HMAPIZERANBZEREERIEEMRMZ

BE

. EEREZRFERKBIERFER KR
TAEEERN0.77% (20184 : 0.75%) : &

. BEIEE S M HMESIEEF77% (20184 :
80% )V EA-ZEEHRI

3.26 B R

BEPERRBREMMNT -

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held
or other credit enhancements (Continued)

The results of credit performance of the Group can be further assessed
with reference to the following:

° 2.3% of the loans and advances portfolio are categorised in the
top grade of the internal rating system (2018: 2.6%);

o Mortgage loans, which represent the biggest group in the
portfolio, are backed by collateral,

° Loans and advances to customers that are credit-impaired
constituted 0.77% (2018: 0.75%) of the total loans and advances
to customers; and

. 77% (2018: 80%) of the investments in debt securities and other
bills have at least an A- credit rating.

3.2.6 Loans and advances

Loans and advances to customers are summarised as follows:

2019 2018
ER KRB EEE Gross loans and advances 136,946,773 128,628,087
B REEERE Less: total impairment allowances (1,008,586) (913,923)
HEE Net 135,938,187 127,714,164
FEEREZER R Credit-impaired loans and advances 1,049,226 970,166
bk - BHER3 MEZERE Less: Stage 3 impairment allowances (381,197) (362,989)
R Net 668,029 607,177
FEERmATE Fair value of collaterals held * 590,496 503,728
FEEREERERBFTEREFERK Credit-impaired loans and advances
BHRBEA DL as a % of total loans and advances to
customers 0.77% 0.75%

* BB A FEDREERRTEREFREELS
B MEPEREEETE

*

Fair value of collateral is determined at the lower of the market value of
collateral and outstanding loan balance.
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3. HHKEREE@ 3. FINANCIAL RISK MANAGEMENT (continued)

3.2 ZERR@ 3.2 Credit risk (Continued)

326 BEfRB @) 3.2.6 Loans and advances (Continued)

TRYRIEE BN RAR ZBEERED BIL The table below shows the percentage of impairment allowance as a
BERRBRZBEDL percentage of loans and advances for each of the three broad internal

rating classes.

2019 2018
MBS BB ZE
IHERERTE BB EREE
ADL At
BERREZER Impairment EFHNEF  Impairment
B2tk allowance as Aotk allowance as
Loans and a % of Loans and a % of
advances loan balance advances loan balance
% % % %
48 7)) Class
1=IEH 1 - pass 98.5 0.4 98.6 0.4
2—%rhlEE 2 — special mention 0.7 10.0 0.6 11.2
3—IRFAT 3 - sub-standard or below 0.8 36.3 0.8 37.4
100.0 0.7 100.0 0.7
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)
3.2 ZERR@ 3.2 Credit risk (Continued)
3.2.6 EXRB (&) 3.2.6 Loans and advances (Continued)
(A) BREABVMBEREERFIRIESER (@ Loans and advances to customers that are credit-
BE2EFERRER impaired under HKFRS 9
EERBEERRBR B RSB ATFE The analysis of the gross amount of credit-impaired loans
ERZ EEERRAFERER AT and advances by class, along with the fair value of the related

collateral held by the Group as security, is as follows:

BFEERD
E R AEEE fREE DNFE
Gross  Impairment Carrying Fair value of
2019412831 H At 31 December 2019 exposure allowance amount collateral held
EERBEZER Credit-impaired loans
EAERK : Loans to individual:
—f=BFR - Credit cards 16,835 14,251 2,584 =
—RBER — Mortgages 41,881 3,691 38,190 39,683
—HAh - Others 287,805 136,103 151,702 577
BHEER : Loans to corporate entities:
—BHER - Term loans 233,055 66,321 166,734 177,317
—EBER - Mortgages 137,177 16,159 121,018 130,594
— B omE - Trade finance 180,868 61,503 119,365 137,395
—Hfh - Others 151,605 83,169 68,436 104,930
SEREZBEREE Total credit-impaired loans 1,049,226 381,197 668,029 590,496
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3. HXERREEm)
3.2 EERME@®)

3.2.6 EXRB (&)

3.

3.2 Credit risk (Continued)

3.2.6 Loans and advances (Continued)

(F) BRERMBREENFONESER

FINANCIAL RISK MANAGEMENT (Continued)

(a)

Loans and advances to customers that are credit-

BEZ2EFERE BN @) impaired under HKFRS 9 (Continued)
HEEAD
[E\ B 4258 B BREE AFE
Gross Impairment Carrying  Fair value of
2018 12H31H At 31 December 2018 exposure allowance amount collateral held
EEREZER Credit-impaired loans
BAEK : Loans to individual:
—fEAF — Credit cards 15,134 12,449 2,685 =
—RBER — Mortgages 44,351 4,643 39,708 43,169
—HAfh - Others 283,493 132,913 150,580 2,198
BHEER : Loans to corporate entities:
—BHER - Term loans 251,403 79,206 172,197 175,496
—RIBER - Mortgages 101,429 8,827 92,602 99,069
—BZmE — Trade finance 154,078 73,630 80,448 94,333
—Hfh - Others 120,278 51,321 68,957 89,463
SEREZBEREE Total credit-impaired loans 970,166 362,989 607,177 503,728
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3. MBEBEE® 3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 EERME@®)
3.2.6 EXRB (&)
() BE3EANEZERR B (b)

() BHREEEIAEE

3.2 Credit risk (Continued)

3.2.6 Loans and advances (Continued)

Loans and advances overdue for more than 3 months

(i) Gross amount of overdue loans

2019 2018
BEREE BEIRER
BERAHE gt
Gross amount {5#% Gross amount 1hHEE
of overdue Bok of overdue Btk
loans % of total loans % of total
REBEFERERE Gross advances to customers which
E A have been overdue for:
—3{AA A LZ=6fEA — six months or less but over three
months 180,317 0.13 99,729 0.08
—6fEA AL EE14F — one year or less but over
six months 250,661 0.18 51,812 0.04
—1F Lk - over one year 318,703 0.23 429,568 0.33
749,681 0.54 581,109 0.45
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3. HXERREEm)

3.2 EERME@®)

3.2.6 EXRB (&)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.6 Loans and advances (Continued)

(Z) EH3EA L L2 ERK B (@) (b) Loans and advances overdue for more than 3 months
(Continued)
(i) EEKEEEARBLZ HE (i) Value of collateral held and impairment allowances
BRI Han (B against overdue loans and advances
ERREH
*EEHE il gl il K3
Outstanding BmfE  FREDD REEAEDG At AEER
amount of Current Portion  Portionnot  EREEREE Stage 3
loansand  market value covered  coveredby  Othercredit  impairment
20196127318 At 31 December 2019 advances  of collateral by collateral collateral risk mitigation allowances
BEAEERFESNREN  Overdue loans and advances to
customers 749,681 885,515 578,446 171,235 - 226,415
BERRBR
REEHE Efm g Efm B3
Outstanding B FRERG  ReRERM EfbfsE HEER
amount of Current Portion  Portionnot  ER&IFEEH Stage 3
loansand  market value covered  coveredby  Othercredit  impairment
2018512A31H At 31 December 2018 advances  ofcollateral by collateral collateral risk mitigation allowances
BEREEZFEFREF  Overdue loans and advances to
customers 581,109 565,273 392,626 188,483 - 227,437

FrA 2 BMmE B REMTR - 218
W3R RAR R E AL E E 8 AN R ©

Collateral held mainly represented pledged deposits,
mortgages over properties and charges over other fixed
assets such as equipment.
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3. HXERREEm) 3.
3.2 ZERR@

3.2.6 EXRB (&)

FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.6 Loans and advances (Continued)

(A) KEAER(EHNREEELRZE (¢) Rescheduled advances net of amounts included in
HEX) overdue advances shown above
{h#%E 1h48%
Bt ERalse
2019 % of total 2018 % of total
EFER Advances to customers 270,909 0.20 311,262 0.24
FEERSRE M Stage 3 impairment allowances 112,734 115,877
3.2.7 BESZE 3.2.7 Trade bills
2019 2018

B5EE Al

Trade bills which have been overdue for:

—6fE A EZE15 — one year or less but over six months 11,907 =
P& B3Rl B 24 Stage 3 impairment allowances - =

3.2.8 Repossessed collateral

3.2.8 W iR
RERFE 2 WEHEFRZIOT

Repossessed collateral held at the year-end is as follows:

2019 2018

BELE Nature of assets
B dEkyES Repossessed properties 287,397 153,639
Hih Others 7,782 8,336
295,179 161,975

WEHERRBRATERERKE
IEA B2 fERAREEET ©

 BULERIE A A 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$59,274,000 (2018: HK$60,349,000), which had
been foreclosed and repossessed by the Group pursuant to orders

{51 7] & 38 48 {8 4 59,274,000 7% 7T (2018 4F :
60,349,000/ 7T ) 2 1£ 7 B A3 ) 35 T H Ath 2 -
ThZR 5 BIR IR R B At R B A A 2 R < T AT 15 A
PR B R Bl o SRR A 2 mAKT 802 [ K
fEE|BTHRIERLEEZAE - HEERE
AR ERER -

issued by courts in the Mainland China, represent assets held by the
Group for resale and have been reported under “Other assets” in Note
30. The relevant loans had been derecognised.
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3. MBEBEE®

3.2 FEAMG®

3.9 BEER
TREHZREBUEHREERBRAE BRI R

ZEPERREG - BREE R SER 2 TEE
EEEBRERENHE -

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.9 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.

=€ Retail
P81 B ER2 B3 &t
BHEE RHEE RAEE BAGEE
BRER ERER EREA EREE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2019%1A1H At 1 January 2019 355,793 18,823 150,005 524,621
&5 - Transfers:
BEE BB EPRER Transfer from Stage 1 to Stage 2 (3,208) 26,714 - 23,506
PEER 18815 2 PR ERS Transfer from Stage 1 to Stage 3 (20,277) - 248,162 227,885
P2 R 2885 = PR ER 1 Transfer from Stage 2 to Stage 1 74 (3,139) - (2,392)
P2 R 28815 = PR ER 3 Transfer from Stage 2 to Stage 3 - (8,796) 25,688 16,892
PEEEBEREER2 Transfer from Stage 3 to Stage 2 - - (25) (25)
PEEREHE R Transfer from Stage 3 to Stage 1 209 - (581) (372)
HRETRE  BASEERER New financial assets originated, purchased
LERMERE or derecognised during the period 47,896 1,521 7,729 57,146
PDs/LGDs/EADs/ Changes in PDs/LGDs/EADs/forward
AEMER Bk 2 & looking assumptions 1,528 (5,195) (10,431) (14,098)
HRFRBRER Unwinding of discount 68 0 24 182
3K Write-offs - - (266,237) (266,237)
HNE e E fth Foreign exchange and other movements 47) - (290) (337)
2019%12A31H At 31 December 2019 382,703 30,024 154,044 566,771
201841731H At 1 January 2018 304,889 19,699 155,888 480,476
8% - Transfers:
BER1EBERER2 Transfer from Stage 1 to Stage 2 (2,500) 9,649 - 7,149
BRI EHEEERS Transfer from Stage 1 to Stage 3 (11,307) - 210,442 199,135
v dsy Transfer from Stage 2 to Stage 1 405 (4,653) - (4,248)
P& B 288 E L ER3 Transfer from Stage 2 to Stage 3 - 4,311 16,022 11,711
FEEIEB EFEER2 Transfer from Stage 3 to Stage 2 = = = =
FEERIER E PSR Transfer from Stage 3 to Stage 1 = - = =
HRIRAE  BARHHRER New financial assets originated, purchased
PRIBE or derecognised during the period 58,127 (6,245) (16,789) 35,093
PDs/LGDs/EADs Changes in PDs/LGDs/EADs/forward
ATEMER Bk 2 & looking assumptions 6,488 4,870 33,395 44,753
RRRAEE Unwinding of discount 91 56 21 168
HisH Write-offs - - (248,973) (248,973)
HNGE J& L fth 2 Foreign exchange and other movements (400) (242) () (643)
201812 831H At 31 December 2018 355,793 18,823 150,005 524,621
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3. HXERREEm)
3.2 EERME@®)
3.0.9 EEEME @)

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.9 Loss allowance (Continued)

¥ Corporate
PEER1 P& g2 Er3 &t
BHEE BHEE BHEE HERE
ERER EREE EREE EREE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2019F1A1H At 1 January 2019 207,514 115,053 213,002 535,569
@i Transfers:
PSS EPRER2 Transfer from Stage 1 to Stage 2 (7,318) 16,088 = 8,770
PEER 18815 2 PR ERS Transfer from Stage 1 to Stage 3 (1,353) - 80,436 79,083
R ERosE s 2 M5B Transfer from Stage 2 to Stage 1 3,421 (7,961) - (4,540)
v e Transfer from Stage 2 to Stage 3 - (1,371) 29,144 27,773
PEErEH AR Transfer from Stage 3 to Stage 2 - 2 (3,898) (3,896)
ERE Y Transfer from Stage 3 to Stage 1 - - = =
HNERAE « BAREHER New financial assets originated, purchased
ZEREE or derecognised during the period 67,424 10,456 (37,096) 40,784
PDs/LGDs/EADs Changes in PDs/LGDs/EADs/forward
AIME AR 2 2 looking assumptions (37,455) (2,326) 37,412 (2,369)
FEBRENIR Unwinding of discount 134 1,501 38 1,673
HisH Write-offs - - (91,623) (91,623)
INE R E ) Foreign exchange and other movements (348) (157) (262) (767)
2019%12A31H At 31 December 2019 232,019 131,285 227,153 590,457
20181318 At 1 January 2018 141,960 180,711 295,711 618,382
w15 - Transfers:
P 1EB R Transfer from Stage 1 to Stage 2 (1,915) 5,692 = 3,777
PEER 18815 24 ERS Transfer from Stage 1 to Stage 3 (159) - 28,797 28,638
PE R IR Transfer from Stage 2 to Stage 1 12,218 (28,951) - (16,733)
P& ER28E TS R IAERS Transfer from Stage 2 to Stage 3 - (1,599) 3,957 2,358
RERIERERER2 Transfer from Stage 3 to Stage 2 - 10 (10) -
FEERIEB E SR Transfer from Stage 3 to Stage 1 - - = =
HRIRAE - BARHHRER New financial assets originated, purchased
SREE or derecognised during the period 69,233 (55,332) (69,225) (55,324)
PDs/LGDs/EADs Changes in PDs/LGDs/EADs/forward
AIMEE AR 2 2 looking assumptions (13,571) 13,210 56,977 56,616
RRIRBAIR Unwinding of discount 466 1,426 13 1,905
isH Write-offs = = (102,957) (102,957)
HNEE % E fth Foreign exchange and other movements (718) (114) (261) (1,008)
2018%12A31H At 31 December 2018 207,514 115,053 213,002 535,569
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3. HXERREEm)
3.2 EERME@®)
3.0.9 EEEME @)

TRERZEEVHRE LR EIRARBIREER
ZEBAEREFPERRBR L REEAERE
BAEERABRERNBRSRR) LK -

3. FINANCIAL RISK MANAGEMENT (Continued)

3.2 Credit risk (Continued)

3.2.9 Loss allowance (Continued)

financial guarantees) by stage under HKFRS 9.

The tables below provide a reconciliation of the Group’s gross
exposure (in terms of the aggregate of carrying amount of loans and
advances to customers and notional amount of loan commitments and

28 Retail
P81 P g2 B3 At
BEResE A RRAE BRsEE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
2019%1A1H At 1 January 2019 105,620,454 227,866 343,679 106,191,999

8% - Transfers:

PEE 18R E PR ER2 Transfer from Stage 1 to Stage 2 (464,557) 464,557 - =
PRET1EE ZPRERS Transfer from Stage 1 to Stage 3 (296,364) - 296,364 =
P BB EREN Transfer from Stage 2 to Stage 1 49,443 (49,443) - =
P& @b 2 A ER3 Transfer from Stage 2 to Stage 3 - (46,382) 46,382 -
BB EREER2 Transfer from Stage 3 to Stage 2 - 29 (29) -
PEEREBEREEN Transfer from Stage 3 to Stage 1 4,460 - (4,460) -

BREINZ Changes of gross exposure other than
ek ety modifications 4,486,904 (37,986) (68,839) 4,380,079
HisH Write-offs - - (266,237) (266,237)
HNE Je E b & Foreign exchange and other movements (56,994) - (327) (57,321)
2019%12A31H At 31 December 2019 109,343,346 558,641 346,533 110,248,520
201841 A1RH At 1 January 2018 101,932,400 212,315 362,725 102,507,440

8% - Transfers:

PEE SRS E PR ER2 Transfer from Stage 1 to Stage 2 (176,170) 176,170 - -
PR ER 18815 PR ERS Transfer from Stage 1 to Stage 3 (227,025) - 227,025 -
v Esy Transfer from Stage 2 to Stage 1 55,192 (55,192) - =
P2 o885 2 PR ER 3 Transfer from Stage 2 to Stage 3 - (26,274) 26,274 =
PEErEBERER2 Transfer from Stage 3 to Stage 2 - = = =
R ER3eEH 2R Transfer from Stage 3 to Stage 1 - = = =

RIEBINZ Changes of gross exposure other than
R EEEE) modifications 4,091,275 (76,994) (20,647) 3,993,634
HisH Write-offs - - (248,973) (248,973)
HNE & o fth Foreign exchange and other movements (55,218) 2,159) (2,725) (60,102)
2018%12H31H At 31 December 2018 105,620,454 227,366 343,679 106,191,999
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3. HXERREEm) 3.
3.2 EERME@®)
3.0.9 EEEME @)

FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.9 Loss allowance (Continued)

¥ Corporate
324 P& Er2 PeEz3 CH
EReE EaE EisEE RRAE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
exposure exposure exposure exposure
201961A1H At 1 January 2019 92,318,549 6,321,440 640,203 99,280,192
&7 Transfers:
P 1B ERER2 Transfer from Stage 1 to Stage 2 (2,982,272) 2,982,272 = =
PEER 185 24 ERS Transfer from Stage 1 to Stage 3 (206,476) - 206,476 =
P& IR Transfer from Stage 2 to Stage 1 772,908 (772,908) = =
P& Ero8E 15 2 IAERS Transfer from Stage 2 to Stage 3 - (51,827) 51,827 =
PEErEH AR Transfer from Stage 3 to Stage 2 - 25,681 (25,681) =
ERE Y Transfer from Stage 3 to Stage 1 - - = =
BRESINZ Changes of gross exposure other than
Elptt e modifications 8,397,654 498,121 (66,069) 8,829,706
HisH Write-offs - - (91,623) (91,629)
INE R E ) Foreign exchange and other movements (71,115) (2,214) (1,509) (74,838)
2019%12H31H At 31 December 2019 98,229,248 9,000,565 713,624 107,943,437
201851418 At 1 January 2018 83,419,077 9,098,002 910,195 93,427,274
A Transfers:
R EB 2 EER2 Transfer from Stage 1 to Stage 2 (698,059) 698,059 - -
PEER 15 24 ERS Transfer from Stage 1 to Stage 3 (85,133) = 85,133 =
P& IR Transfer from Stage 2 to Stage 1 928,512 (928,512) - =
P& B2 TS 2 IAERS Transfer from Stage 2 to Stage 3 = (15,003) 15,003 =
FaER3EH 25 ER2 Transfer from Stage 3 to Stage 2 - 691 (691) -
FEERIEB E SR Transfer from Stage 3 to Stage 1 - - = =
BRESINZ Changes of gross exposure other than
iRt modifications 8,823,819 (2,499,640) (254,871) 6,069,308
isH Write-offs = = (102,957) (102,957)
HNE R EL fth 25 Foreign exchange and other movements (69,667) (32,157) (11,609) (113,433)
2018F12A31H At 31 December 2018 92,318,549 6,321,440 640,203 99,280,192

M EBE BB ® RIERITHAE R RIABEREAR
FIRRSA A FEF 2 A R # 8 ARt 2 E K
WEBTLA  DBREEEKR1 RN FERIEERE
% o transition during the year.

Treasury portfolio, which consists of cash and balances with banks
and debt instruments at amortised cost or fair value through other
comprehensive income, are classified in Stage 1 with no stage
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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.2 ZERR@ 3.2 Credit risk (Continued)

3.2.10 EHEF

TRIIRMN20194E 2018512 A31 BT Rttt
EEZ TP AN 2 EIEES o

3.2.10 Debt securities

The table below presents an analysis of debt securities by rating
agency designation at 31 December 2019 and 2018.

NAYE
NAYE GrEAHSH
TEEHSE HAHMEZE
AR WENEREE DS 5%
HEmMEE Financial assets B BR Y
Financial assets at fair value LREE
HEEE at fairvalue  through other Financial
FABREE  through profit comprehensive assets at 5
2019F12H31H At 31 December 2019 Trading assets or loss income amortised cost Total
AAA AAA - - 2,811,206 167,541 2,978,747
AA-ZAA+ AA- to AA+ 8,387,953 - 11,578,863 1,985,552 21,952,368
A-EA+ A-to A+ - 328,768 18,205,755 7,456,374 25,990,897
B R EERA- Rated but lower than A- - - 5,839,418 2,248,100 8,087,518
AR Unrated - - 3,615,051 3,806,991 7,422,042
A&t Total 8,387,953 328,768 42,050,293 15,664,558 66,431,572
WAYA
WATE  stEBEEEH
STEAHE SAEMEE
TABR WENEREE DABEEARK AR
HEBEE  Financial assets )
Financial assets at fair value SREE
FFEE atfairvalue  through other Financial
Fi%EE  through profit comprehensive assets at At
2018124318 At 31 December 2018 Trading assets or loss income  amortised cost Total
AAA AAA - - 2,949,490 168,273 3,117,763
AA-2AA+ AA- to AA+ 7,621,184 - 10,962,405 1,139,026 19,722,615
A-ZA+ A- to A+ - 327,483 19,729,482 4,189,870 24,246,835
B R EERA- Rated but lower than A- = — 4,823,834 685,147 5,508,981
RER Unrated - - 3,076,061 2,963,987 6,040,048
At Total 7,621,184 327,483 41,541,272 9,146,303 58,636,242
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3. HXERREEm)
3.2 EERME@®)

21 B EERRZ EMEEZEBRES
=E

() BHE

BEFERZBELTIRECD ZRRARER
BZERAPRFEDIE - —RME - EER
RPERTT BN B RATR 2 B - B
AR o

TRAEFFPERERREEHDN -

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk
exposure

(@) Geographical sectors

Advances to customers by geographical area are classified
according to the location of the borrowers 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 borrower.

The following table analyses gross advances to customers by
geographical area.

20195 20184
12A31H 12H31H
At At
31 December 31 December
2019 2018

BEPEMRAE Gross advances to customers
—&8 - Hong Kong 113,233,394 105,025,978
— - China 7,940,270 7,442,961
— 2P - Macau 14,800,379 14,456,832
—Hf - Others 972,730 1,702,316

136,946,773 128,628,087
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3. HXERREEm)
3.2 EERME@®)

21 B EERRZ EMEEZEBRES

BE @)
(Z) 17%

EPEHABHE —RITRREN G

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk
exposure (Continued)

(b) Industry sectors

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

2019 2018
EBBFERNER Loans for use in Hong Kong
IR Industrial, commercial and financial
—MEEERE - Property development 4,700,618 5,411,554
—FIRE — Property investment 15,972,169 15,930,681
—embxE - Financial concerns 6,057,400 5,229,101
—RELL — Stockbrokers 1,585,717 1,711,512
—PrEETEE - Wholesale and retail trade 6,455,795 6,584,127
—BIER - Manufacturing 1,978,378 1,702,636
—Eh LEHRE — Transport and transport equipment 3,496,770 3,691,151
—FREED - Recreational activities 103,724 108,057
— AR — Information technology 52,976 70,890
—Hft - Others 4,464,895 3,537,199
44,868,442 43,971,908
A Individuals
—-BE[EERHEE] — Loans for the purchase of flats in

[TLAZREENEIK
[EEEREE BTER

—BEEMEENEER

— AR
sttt

EEEERNER
EHEE (1)
EEAMIMERMER(EQR)

Home Ownership Scheme, Private
Sector Participation Scheme and

Tenants Purchase Scheme 584,349 632,804
- Loans for the purchase of other

residential properties 29,864,112 26,609,223
- Credit card advances 3,761,021 3,721,632
- Others 13,196,910 12,927,451

47,406,392 43,891,110

Loans for use in Hong Kong 92,274,834 87,863,018
Trade finance (Note (1)) 8,815,573 9,265,660
Loans for use outside Hong Kong

(Note (2)) 35,856,366 31,499,409

136,946,773 128,628,087
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3. HXERREEm)
3.2 EERME@®)

211 B EREC LHEEZREER
BE @)

(2) 1738

(1) LI RZBIRERBERTERERE
2z BEsI Mo EAREED - HOM
BOMRE UEERESIRESZER

TEREBZ B HMEBR(BIERTRT
BRAB(TARFRIT]) ZBIMRITHE A
AR TZESME ) (294,310,000 T
(2018412 A31H : 306,245,000/ 7C) 5
BN TEERBIMERMERIET -

@ HEEEUIMERNESRBRERTEERR
BEFBUIMERZER -

3.3 WmEEE

MR Ty iE ™5 EFIR RERE(C TSI R
BE  ABEREERBRIMNGR ZEERR -

BRXGHzMERRIBESS  AREERE
REEG LM ERRERBREZEGRESZERT
ZHE T iz fe 2 S IR R R IR B S 45 5 BZ 3R o B
PR BRI A A A I & mm S T [R) L 28 1l 3%
E-%ERBEEBETRRETHE  LAARE -
gRENRERTSRARBE( T SRREE] 2
EZE-BESRTSERARNEERAEFTESRE
TEARR - SEE RSz B ETE R EZE (T
BB TR M BR R A 1) T — EB L 2 R o T R A
P BELBRERME FAREE - AHZH - 5
£ ERKEEZSRARNMEIBERTEERER
FREBBRHETERKFEA  FATHARES
RBERBEEBRRMEFEAEEREE -ME
MMRERREZES RBREEMARZESNE
ZEEERIE -

3. FINANCIAL RISK MANAGEMENT (continued)
3.2 Credit risk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk
exposure (Continued)

(b) Industry sectors (Continued)

Note:

(1) 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 Dah Sing
Bank, Limited (“DSB”)) totalling HK$294,310,000 (31 December
2018: HK$306,245,000) are classified under Loans for use outside
Hong Kong.

2 Loans for use outside Hong Kong include loans extended to
customers located in Hong Kong with the finance used outside
Hong Kong.

3.3 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.
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3. HXERREEm)
3.3 ThiEEE@m)

RIRITZMBABRFIBERRITRNDERRA]
(MRPIFERTT]) RAFHRIT(FE) BR QA
(TRFRT(PE) DREBEE —EBERBMBUR
RAERFIRITRIE 2 RIS A RIZEH AAITHE
RITZHERE) o RFTIRTT 2 AR EIE R EEF
ERRETERBRPIERRT RAFRT(HE)
MEZEZTHRER

AEERBEEERIRITRZ TS ARERT
Az ERERBRRIEF o

3.3.1 FEEERZ T 5/mEE
TIRGR BB REAFTIRTT FORFIRRIRTT

AEBZEERA - HINE - BFES - st
EHRMTETAZBERRPHFET SRR -

(R) mHEBREE

ERMZRRERE  AREEAZERRE
BRAZIDE EMISRAR MEHI TSR R
REREZBBBREREAR - TERANFTER
EEmZRR A EINARAMT -

3. FINANCIAL RISK MANAGEMENT (Continued)

3.3 Market risk (Continued)

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“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.

3.3.1 Market risk arising from the trading book
The following descriptions relate to DSB and BCM.
In the Group’s trading book, market risk is associated with trading
positions in foreign exchange, debt securities, equity securities and
derivatives.

(@) 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.
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3.3 ThiEEE@m)
3.3.1 REEEKRz 5 REE®)
() hiBRMETEL @ (a)

MR EE @ 3.

) TEEREE

AEEEATSRBEES  E—
BB AEERIIEEEARMES
EATISTAELTEHEERAK - HX
PAAEERNEBESEKFRIEBLZ
BRAHEE - B — A E H AR
& AREEZEREKFEEI% - Fit
ARSI - BRIBAA
LSRR EE 2 AETEAKN o it
BRANEZ AN T e o B T A B
EBERECRBEILEREE 218K -
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15 A b BUE R B R R R B 2
(RMAEBME A —R) BEEAERFE
B - MBRRBETMKER A ZHE
e  mHEAREEBEE—(EEF
Bz HEBERNRE - £H8—EE
SEREDARTE -

AEEFEZDBEAARER TS
RBESR  HEEITSRERBE
BELZ AR - FrE BRI R E
FTURERAREEEABER -

EAmiSRRE(E A4S B 2 B ER
ERHBEAN—EERE EFFRE
BEZZESHMBEERERET
RIS RBREEEE KD EES XS
= WELEGEER - AREER
EmISEREREETSRREEZ
B RS AT S LT R R o AE
Bt FREEHRZEE 2 THER

{EH5{8/43,280,000/ 7T (20184 :
2,887,000/87T) °
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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

Market risk measurement technique (Continued)
(i) Value at risk

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

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

The VaR model is continuously validated by back-testing
the VaR results for trading positions. All back-testing
exceptions are investigated and back-testing results are
reported to senior management.

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 year was HK$3,280,000 (2018: HK$2,887,000).
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3. HXERREEm) 3.
3.3 ThiEEE@m)
3.3.1 REEEKRz 5 REE®)

FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.1 Market risk arising from the trading book (Continued)

() mBERKBITESE® (@) Market risk measurement technique (Continued)
i) B AE (i) Stress tests

BRI R IE R T AT R HIR 2
BEBERZOE AREEREE
FAETHEDAHER  AREERE
DR - TTERES R AR T HETT
TRENEE  RMEREAAR - 77
AR AR TER LB N E IR R E R
RASETRE - thHh - TRt EFR
EEBERZRMAE 2B BRAFNEE
BHEEEEKTFRERR TSN
i IR R E B BB IRATRE it
Sh - EITHEBENRBIER —HEXK
TAUFGEARERBERAEZAR
RBIKFRIFTRE A T 5 B N BRAK)
B o

BAOMRzERRESTE REAREY
g

(2) mEEBREMRE

(b)

HZE2019F12831 8 1E12{@A

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.

VaR summary of trading portfolio

HZE2018F12 A31HIH121E A

12 months to 31 December 2019 12 months to 31 December 2018

¥ 58] R 15 &= IR

Average High Low Average High Low

47INGEE [\ B Foreign exchange risk 2,666 3,462 1,106 2,360 3,170 1,510
e Interest rate risk 1,525 2,650 522 1,429 3,769 744
ZEPE All risks 3,280 4,502 2,071 2,887 4,592 1,906
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3. FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)
3.3.2 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.

(@) 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.

(b) Sensitivity analysis of non-trading portfolio
(i) 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 Treasury Division of the Group on a daily basis within
established foreign exchange limits.
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3.3 WmEEARG

3.3.2 RERITARZ 5 EE &)
(2) FBFEBERRECZRBREDM (b)

FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

Sensitivity analysis of non-trading portfolio (Continued)

(4&)
) SMEESE)

FREHINEESREETEE R
ZIR - BREEBERAINESK
FCEHESHDARUESNE R

R2019F12 A31H - W f14H Hfth &
FRBIEMATE ARBEE100
EEER - AFEE2RB &R R
75 1% 1123,000,0007 7T (20184F : i
5N15,000,0007 ) © FEXERIR
HAREEER 2 INER S AN RE
AR a B2 INEEIE -

MR - % BT A H fh 2 BUR 5T &
i 75 7T ¥ A R FE 100 1E £ 25 -
REE 2 B & A & & %R
4>23,000,000 7% 7t (2018 & : & 2
15,000,000/ 7T) °

0] Foreign exchange risk (Continued)

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.

At 31 December 2019, if HK$ had weakened by 100 basis
points against RMB with all other variables held constant,
the profit after tax for the year and equity would have been
HK$23 million higher (2018: HK$15 million higher), mainly
as a result that the foreign exchange gain on translation of
RMB denominated financial assets outweighed the foreign
exchange losses on translation of RMB denominated
financial liabilities.

Conversely, if HK$ had strengthened by 100 basis points
against RMB with all other variables held constant, the
profit after tax for the year and equity would have been
HK$23 million lower (2018: HK$15 million lower).
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FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.2 Market risk arising from the banking book (Continued)

Sensitivity analysis of non-trading portfolio (Continued)

(i) 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 (“IRRBB”). Since this is the
first time to present the disclosure under revised IRRBB,
comparative figures with prior year are not available. 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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3.3
3.3.2

FINANCIAL RISK MANAGEMENT (continued)
Market risk (Continued)
Market risk arising from the banking book (Continued)

(b) Sensitivity analysis of non-trading portfolio (Continued)

(i) Interest rate risk (Continued)

At 31 December 2019, if HK$ and US$ market interest
rates had been 200 basis points parallel up shock with
other variables held constant, the impact on earnings over
the next 12 months and the impact on economic value
of equity would have been HK$185 million higher and
HK$504 million lower respectively.

The method and assumptions used in the above sensitivity
analysis on foreign exchange risk and interest rate risk are
broadly on the same basis for both 2018 and 2019, save for
the changes required under the HKMA'’s revised framework for
interest rate risk in the banking book.

In addition to foreign exchange risk and interest rate risk, the
Group’s investments in debt securities and equity securities
are also exposed to other price risks. Consequently, the value
of such investments could change significantly depending on
a variety of factors including liquidity risk, market sentiment
and other events that might affect individual or portfolios of
exposures.
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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)

3.3.3 JMEESE 3.3.3 Currency risk

TERBNAKEREREE D RABEEEIHZ
EREERAE  UNBEABRIMGEREF
EREEREZSHE -

The table below summarises the Group’s financial assets and
liabilities as well as off-balance sheet net notional positions and credit
commitments translated into equivalent HK$ amounts, categorised by

currency.
B EYH A ARH Hitr i

20195128318 At 31 December 2019 HKD Usb MOP RMB Others Total
BE Assets
B e RERTHER Cash and balances with banks 4,902,592 4,507,306 522,948 3,697,835 4,011,567 17,642,248
ERME120EARZIH Placements with banks maturing between

igtess one and twelve months 2,053,593 809,871 - 2200522 430,986 5,494,972
HEEERRNES Trading securities 8,387,953 - - - = 8,387,953
WATESERE Financial assets at fair value through profit

STABRNEREE or loss - 328,768 - - - 328,768
fEeRIA Derivative financial instruments 19,256 521,810 - 15 26,735 567,816
XIBESREMEEE Advances and other accounts 105,425,883 18,802,530 8,886,943 9,212,883 2718509 145,046,748
WAT(EEAEEEEA Financial assets at fair value through other

A2 EkERNSHEE comprehensive income 11,333,000 30,288,737 36,949 29,987 474598 42,163,280
P AR AT R S RIBE Financial assets at amortised cost 953,566 11,285,608 2,225,198 1,188,653 - 15,653,025
SREES Total financial assets 133,075,852 66,544,630 11,672,038 16,329,895 7,662,395 235,284,810
& Liabilities
BAER Deposits from banks 1,224,195 1,240,874 - = = 2,465,069
fEemIA Derivative financial instruments 21,648 1,067,788 - 313 3,279 1,093,028
BEEEREMERE Trading liabilities 5,516,558 - - - - 5,516,558
EPEH Deposits from customers 115,724,748 36,140,923 10,090,000 13,424,982 7,248,153 182,628,806
BEANENE Certificates of deposit issued 5,737,203 1,013,532 - - - 6,750,825
{&IERERS Subordinated notes - 5510,181 - - - 5510181
HibfRE LR Other accounts and accruals 8,261,454 1,853,455 186,507 412,49 51,902 10,765,814
StREESH Total financial liabilities 136,485,896 46,826,753 10,276,507 13,837,791 7,303,334 214,730,281
BEERRABRTE Net on-balance sheet positions (3410,044) 19,717,877 1,395,531 2,492,104 359,061 20,554,529
BEEBRIMNSEERTE Off-balance sheet net notional positions* 20,587,701 (18,766,453) - (1,327,480) (441,468) 52,300
EERE Credit commitments 69,092,585 7,903,019 1,959,952 2,100,341 189,287 81,245,184
* BEABERIMNGEZR FRETZANREARE * Off-balance sheet net notional positions represent the net notional

BENEZB) R < INESRITE T AR EBFRIFH © amounts of foreign currency derivative financial instruments which are

principally used to reduce the Group’s exposure to currency movements.
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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)
3.3.3 SE/mFR () 3.3.3 Currency risk (Continued)
B T R ARE At ARt
2018512318 At 31 December 2018 HKD USD MOP RMB Others Total
BE Assets
R RESTNER Cash and balances with banks 7492929 2,041,702 564,006 4104391 2150236 16,353,354
ERTIZ12EAAH Placements with banks maturing between
£h

Gl one and twelve months 5770010 1033418 34512 2,484,508 609532 10,241,980
KEEERENES Trading securities 7,621,184 - - - - 7,621,184
Waﬁﬁgﬁﬂfﬁ\@ﬂ Financial assets at fair value through profit

SARRNEHAE or loss - 37483 . . S 307483
PrEemIA Derivative financial instruments 18,270 698,811 - 650 9312 727,043
BRERRAMER Advances and other accounts 102,338,043 17321320 7924775 7076113 1537647 136,197,907
VST HEERE LRI Financial assets at fair value through other

n Sph AT

LR G LET comprehensive income 9,741,489 31,777,920 37,107 29,876 68,119 41,654,511
DEBHATIENEBEEE  Financial assets at amortised cost 909,106 5710969 1940984 580,207 - 9141356
SRAEAH Total financial assets 133,891,031 58911632 10811474 14275835 4374846 222,264,818
8 Liabiliies
FAIER Deposits from banks 264,455 3,413,997 - 114,721 4,383 3,797,556
TEEMIA Derivative financial instruments 25,519 396,477 - 433 50,844 473273
HIEEERENAE Trading liabilities 5,758,954 - - - - 5758954
EFREH Deposits from customers 113408752 30325412 9628107 12523234 7,081,344 172,966,849
BENERE Certificates of deposit issued 5517708 1,017,368 - - - 653,076
&iBRH Subordinated notes - 5449082 - - - 5449082
At B Rl Other accounts and accruals 6350010 1581902 147,202 80,603 40395 8200112
ERARES Total financial liabiliies 131325308 42184238 9775309 12718991  7,176966 203,180,902
BERERNRRFE Net on-balance shest positions 2565633 16727394 1036165 1556844  (2802120) 19083916
BEBRFIMIRAEFE Oft-balance sheetnet notional positions® 14210049 (16507,108)  (158970)  (146760) 2,723,351 120,562
(R Credit commitments 65328144 6936317 2135146 2249814 104683 76,844,104
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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)
3.3 WHRR@ 3.3 Market risk (Continued)

3.3.4 FIZ/E R

TERBNAKRBZFERR - RABRAKEIZ
FHEBEFEZEREERAE  YREETEE
BeZIHIA (ARFEERE) DR °

3.3.4 Interest rate risk

The table below summarises the Group’s exposure to interest rate
risks. Included in the table are the Group’s financial assets and
liabilities at carrying amounts, categorised by the earlier of contractual

repricing or maturity dates.

fEANL
3fEA B 1H0E
FHUT Over B5F 5EHLE TR
3 months or 3months  Over1 year Over  Non-interest e

2019%12A318 At 31 December 2019 less to 1 year to 5 years 5 years Bearing Total
EE Assets
Be RESITHER Cash and balances with banks 16,243,422 - - - 1398826 17,642,248
R E120E A R3S Placements with banks maturing between

MR one and twelve months 4,488,646 1,006,326 - = = 5,494,972
BEEERRNES Trading securities 4,721,761 3,666,192 - = = 8,387,953
AT (B B HEE Financial assets at fair value through profit

STABRNEREE or loss 328,768 - - - - 328,768
fTESRIA Derivative financial instruments - - - - 567,816 567,816
RIBEHREMEEE Advances and other accounts 121,406,074 7,441,193 9,379,096 1,437,664 5,382,721 145,046,748
WATESrZRAZEEA Financial assets at fair value through other

2 ENENEREE comprehensive income 9,164,421 4,755,593 18,246,199 9,884,005 113,062 42,163,280
MBSBR SRR S REE Financial assets at amortised cost 3,280,377 2,557,807 5,524,905 4,276,567 13,369 15,653,025
SREEA Total financial assets 159,633,469 19,427,111 33,150,200 15,598,236 7475794 235,284,810
=L Liabilities
RITFEH Deposits from banks 681,021 - 826,811 - 957,237 2,465,069
fEeRIA Derivative financial instruments - - - - 1,093,028 1,093,028
RIEEERRNERE Trading liabilities 4,611,160 895,491 9,907 - - 5516558
XPEH Deposits from customers 142,981,786 28,945,613 3,578,320 = 7,123,087 182,628,806
BEINGERE Certificates of deposit issued 2,202,760 4,059,898 468,167 = = 6,750,825
kEER Subordinated notes 1,755,635 - 3,754,546 - - 5,510,181
HifRE Rk Other accounts and accruals 347,199 124,386 239,772 22565 10,031,892 10,765,814
SRERAH Total financial liabilities 152,599,561 34,025,388 8,877,523 22,565 19,205,244 214,730,281
FSSBEEAL (REHEB)  Totalinterest sensitivity gap (unadjusted)®  7,033908  (14,598277) 24272677 15575671
FIRfTETIAGHTE Effect of interest rate derivative contracts 17,997,105 3,096,492 (7,507,472)  (13,586,125)
FESBEEA (SER):  Total interest sensitivity gap (adjusted)* 25,031,013  (11,501,785) 16,765,205 1,989,546

* RSB BHUE
BENREEERE
AR E A = iz
Ko

ZIE A EBBERANEEN *
c IETHENSHBREEDFA
ETHRMERITET RS KRR

Unadjusted interest sensitivity gap is determined based on positions of
on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
takes into account the effect of interest rate derivative contracts entered
into to mitigate interest rate risk.
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3. HXERREEm) 3.
3.3 ThiEEE@m)
3.3.4 FFEEE @)

FINANCIAL RISK MANAGEMENT (continued)
3.3 Market risk (Continued)

3.3.4 Interest rate risk (Continued)

SEAMUL
3f@A EE 1E E
FLAT Over 25 6L F TE8
3 months or 3 months Over 1 year Over  Non-interest A

2018124318 At 31 December 2018 less to 1 year to 5 years 5 years Bearing Total
BE Assets
RERERTHES Cash and balances with banks 14,749,046 - - - 1,604,308 16,353,354
ERTIZE12(HR M35 Placements with banks maturing between

il one and twelve months 4,960,470 5,281,510 - - - 10,241,980
FEEBRENES Trading securities 1,884,793 5,715,679 20,712 - - 7,621,184
WATEE A HES Financial assets at fair value through profit

STABRREREE or loss 327,483 - - - - 327,483
fTEeRIA Derivative financial instruments - - - - 727,043 727,043
FEEHREMIER Advances and other accounts 101,090,438 0,384,242 12,478,745 8,123,154 5,121,328 136,197,907
WATESr=RAZEA Financial assets at fair value through other

2 ENENEREE comprehensive income 4,679,097 8,258,136 19,513,255 9,090,709 113,314 41,654,511
B AT RS BEE Financial assets at amortised cost 1,067,285 2,501,538 5,559,163 - 13,370 9,141,356
SREEAT Total financial assets 128,758,612 31,141,105 37,571,875 17,213,863 7,579,363 222,264,818
Bf Liabilities
FIER Deposits from banks 2,072,809 665,536 822,234 - 236,977 3,797,556
fTEeRIA Derivative financial instruments - - - - 473273 473273
HEEBRENAR Trading liabilities 4,277,451 1,471,633 9,870 - - 5,758,954
EFER Deposits from customers 136,878,314 26,268,947 2,784,995 113,866 6,920,727 172,966,849
BEINEHRE Certificates of deposit issued 4,335,736 1,552,299 647,041 - - 6,535,076
BB Subordinated notes 1,760,547 - 3688535 - - 5449082
HifRk B kB Other accounts and accruals 15,522 - - - 8,184,590 8,200,112
SHBEA: Total financial liabilities 149,340,379 29,958,415 7,952,675 113866 15,815,567 203,180,902
FISHRERA(REHEE)  Total interest sensitivity gap (unadjusted)®  (20,581,767) 1,182,690 29,619,200 17,099,997
METETARKZTE Effect of interest rate derivative contracts 9,601,352 2062360  (2258,058)  (9,405,654)
FISHRERAZ(EHE)  Total interest sensitivity gap (adjusted)* (10980,415) 3245050 27,361,142 7,694,343
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3. FINANCIAL RISK MANAGEMENT (continued)
3.4 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.

3.4.1 Liquidity risk management process

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.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

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

The Group places considerable importance to establish a diversified
and stable funding. While customer deposits form the primary portion
of the Group’s funding, certificates of deposit and medium term notes
are issued at opportune time in order to lengthen the funding maturity
and optimise asset and liability maturities. Short-term interbank
deposits are taken on a limited basis with the aim of maintaining the
presence in the market and the Group is a net lender to the interbank
market.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

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

3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

3.4.1 Liquidity risk management process (Continued)

BEETT In HK$ million
20194 20184
12A31H 12A31H
As at As at
A AR 31 December 31 December
Internal categorisation Basic Criteria 2019 2018
E1R RECDEZRHENEEEZNBT - ZBERRT - HEAREAGEA 16,697 15,588
BEMETRERZ AREER0%HNFEZRES
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
E2AR RECEZERHTNIREENBT - ZBERRT  REBEUKRIFD 6,468 3,332
BAEETIRERZ AR EER20%NF(ERES
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 |l Standardised Approach
E2BMR =L EAERBER LA BRENRBBEER L ERH[ RS &E | 31,715 27,758
MRS RBBEITHER EMBEES
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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3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (Continued)

The Group performs stress testing regularly, which includes an
institution-specific crisis scenario, a general market crisis scenario and
a combination of these crisis scenarios in order to assess the potential
impact on its liquidity position under stressed market conditions. The
Group maintains a set of early warning indicators, including qualitative
and quantitative factors and involving both internal and market
indicators that help in identifying any emerging risk at early stage. The
Group 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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3.4.2 FEIH 57

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)
3.4.2 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
reporting period to the contractual maturity date or, where applicable,

TRAMAEERRERREFTHES DDA
RPEAEDA(ER) 2 RBRBRIBZEER

BfE- the earliest callable date.
1fEARE
B3R SAANE
T EE 1E0L
PifEE 1EAINUT  3monthsor Over Z5 SENE
Repayable Upto lesshutover ~ 3months  Over1year Over EFHRH Ehr

2019F12A31H At 31 December 2019 on demand 1 month 1 month tolyear  todyears 5years  Indefinite Total
&E Assets
RERERIMEH Cash and balances with banks 2683909 9462057 5,496,282 - - - - 17,642,248
ERMZ120EAR Placements with banks maturing

3BT between one and twelve months - - 4488646 1,006,326 - - - 5494072
FIEEERRNES Trading securities - 1421589 3300172 3,666,192 - - - 8,387,953
NATE: 2 AEEE) Financial assets at fair value

TARRNERAE through profit or loss - 209681 119,087 - - - - 38768
fTEEMIA Derivative financial instruments - 113890 163459 161,405 91,732 37,330 - 567816
EEEFREMER Advances and other accounts 8,249,780 24,796,570 12,110,723 16,981,166 39,681,255 41,603,601 1,623,653 145,046,748
DATEFSAESEHA  Financlal assets at fair value

A rAbaNeREE through other comprehensive income - 4575692 3,064,141 4755593 19,770,787 9,884,005 113,062 42,163,280
DERHATIENSBAE  Financial assets at amortised cost - 1183886 1,324750 2557807 6206646 4,276,567 13369 15,653,025
BEDFIRE Investment in an associate - - - - - - 3888775 3888775
HEEHERLE Investments in jointly controlled entities - - - - - - 96,363 96,363
HE Goodwill - - - - - - 811,690 811,690
BlAE Intangible assets - - - - - - 58,252 58,252
NEREMETEE Premises and other fixed assets - - - - - - 1942740 1,042,740
RENE Investment properties - - - - - - 1208639 1,208,639
HEREEE Current income tax assets - - - 2 - - - 2
RLHEEE Deferred income tax assets - - - - 115,216 - - 115,216
BELT Total assets 10,933,689 41,763,365 30,067,260 29,128,491 65955636 55,801,508 9,756,543 243,406,487
g Liabilities
HOER Deposits from banks 136,602 1,501,656 - - 826,811 - - 2,465,089
fTEEMIA Derivative financial instruments - 86,000 125357 148847 302558 429,366 - 1,003,028
BIEEERRNER Trading liabilities - 1839326 2,771,834 895,491 9,907 - - 5516,558
RFREH Deposits from customers 82314230 62,799,830 22,777,142 11,159,439 3,570,836 7,329 - 182,628,806
BEIRETE Certificates of deposit issued - 1,183319 1,039,441 4,059,898 468,167 - - 6,750,825
kEEHK Subordinated notes - - 1,755,635 - 3754546 - - 5510181
HEaR Lease liabilities - 15,022 29,855 124,386 239,772 22,565 - 431,600
AR kR Other accounts and accruals, excluding

TERERE lease liabilities 28419 5484449 856,871 1,369,367 687,307 1,221,448 691,353 10,334,214
PHHERR Current income tax liabities - 9,567 - 461,267 - - - 470834
ELHEERE Deferred income tax liabilities - - - - 20,559 - - 20,559
BERH Total liabilities 82474251 72,920,069 29,356,135 18,218,695 9,880,463 1,680,708 691,353 215,221,674
FREMEE Net liquidity gap (71,540,562)  (31,156,704) 711,125 10,909,796 56,075,178 54,120,795 9,065,190 28,184,813
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3. HXERREEm)
3.4 REBESRE@E
3.4.2 ZFH ¥ (@)

3.
3.4 Liquidity risk (Continued)

FINANCIAL RISK MANAGEMENT (Continued)

3.4.2 Maturity analysis (Continued)

@AM E
B3R SEANE
FUT S 150 E
MEEE  1EASMT  Smonthsor Over B5E SELE
Repayable Upto lesshutover ~ 3months  Over1 year Over  EHEAAH &%

2018F12A318 At 31 December 2018 on demand 1 month 1 month tofyear  to5years 5years Indefinite Total
BE Assets
R RIS Cash and balances with banks 2724891 13628463 - - - - - 16,353,354
ERT1Z126RR Placements with banks maturing

SRR between one and twelve months - - 5043393 5198587 = - - 10,241,980
RIEEERGHES Trading securities - 44965 1839827 5715679 20,713 - - 7621184
AT E: 2 AEES Financial assets at fair value

TAERNEREARE through proft or loss - 208732 118,751 - = - - 3748
fARTA Derivative financial instruments - 87,175 48757 136,351 117,324 337436 - 721,043
EREHREMEE Advances and other accounts 7711067 23504338 12279188 16,566,629 35398001 39711485 1,027,109 136,197,907
WATEFEEESEH A Financial assets at fair value

Ef2EAEMEREE  through other comprehensive income - 2432105 1492047 8297307 20228939 9,090,709 113314 41,654 511
B ATIBRSREE  Financial assets at amortised cost - 379,556 687,729 2501537 5,559,164 - 13370 9,141,356
BEATRE Investment in an associate = - = - = - 3620597 3620597
HREEGERRE Investments in jointly controlled entities = - = = = = 87,691 87,691
e Goodwil - - - - - - 811,69 811,690
BVEE Intangible assets - - - - - - 58,25 58,252
MEREHEERE Premises and other fixed assets - - - - - - 2040018 2,040,018
RENE Investment properties - - - - - - 12398 1,236,928
HERAEE Current income tax assets = - - 1570 - = - 1570
ELHEEE Deferred income tax assets = = = = 154,354 = = 154,354
BEAT Total assets 10435958 40285334 21500692 38417750 61478585  49,139630  9,008969 230,275,918
af Liabilties
iR Deposits from banks 1545 1,207,258 865,493 660,892 822,368 - - 379755
fEERIA Derivative financial instruments - 131,755 63,923 156,670 108,405 12,520 - 473,273
RIEBERRNAR Trading liabiltes - 1457043 2820408 1471633 9,870 = - 5758954
BFER Deposits from customers 66,043,102 3482633 42929808 26268802 2,784,935 113,866 - 172,966,849
ERIMETE Certificates of deposit issued - 704201 1073732 3,110,082 647,041 - - 6535076
hEER Subordinated notes - 1,760,548 - - 368853 - - 5449082
HEEE Lease liabilities - - - - - - - _
HiRARER Other accounts and accruals, excluding

THRERERR lease liabiliies 43247 3,815,585 571,612 1,251,867 693731 1411277 42,793 8,200,112
JEREEE Current income tax liabilities - - - 594,098 = - = 594,098
EtfEaR Deferred income tax liablities - - - - 20,774 - - 20,774
84 Total liabities 66,327,804 44902746 48304976 33514044 8775658 1537663 412,793 203,795,774
FRytEE Net liquidity gap (5580193  (4617412) (26815284) 4903706 52702927 47601967 8,596,176 26,480,144
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3. HMERREE@® 3. FINANCIAL RISK MANAGEMENT (continued)

3.4 REBELRMR @ 3.4 Liquidity risk (Continued)

3.4.2 ZFAHZH7#) 3.4.2 Maturity analysis (Continued)
RBERRFIEREAR KRB EEEERTEAN In respect of certificates of deposit held for investment purpose
GFRE2BMER - IRENEIEHE R 2 TR AR and included in total assets as at the end of the reporting period,
DR the relevant balance, analysed based on the remaining period to

contractual maturity is shown as follows:

AR
B3fER  SEANL
FUT BE 1E)L
MHEE 1BAIUT  Imonthsor Over 3 SEHE

Repayable Upto lessbutover ~ 3months  Over1year Over EFHRH ZH
on demand 1 month 1 month tolyear  tobyears 5years  Indefinite Total
2019512A318 At 31 December 2019
T— i Certificates of deposit held incluced in:
AATFEFZEEZEA  Financial assets at fair valug through
EMEEWME’\J%ME other comprehensive income - - 13,989 - 100,110 = = 114,099
WESHATIENSEEE  Financiel assets at amortised cost - 46308 300000 644,994 90,000 - - 1451302
018124314 At 31 December 2018
T FEEER Certificates of deposit held inclued in:
ﬂﬂﬁ ;Eﬁ ‘A Financial assets at fai value through
A2ERERNEBEE  other comprehensive income - 199,95 - 215858 13,949 - - 40758

DESRATIRESREE  Financial assets at amortised cost - 299,895 222,759 409,640 193,838 - - 1126132
& B B EHAPR R R R a0 AR AL A2 SR Y SR AL T &R The matching and controlled mismatching of the maturities and interest
BEEE+TSEEZ - ARETHNEBRRSIEES rates of assets and liabilities are fundamental to the management
KEEEE’\]%@FE&7FF]¥E%U CHHRTTIE 2 of the Group. It is unusual for banks to be completely matched, as
RHIERL N ER - TEENFEERAIRERE R businesses transacted are often of uncertain term and of different
FgE 1E1ﬂAi'7JDE€5?‘EHE“ ° types. An unmatched position potentially enhances profitability, but
also increases the risk of losses.
BEHBENIHERASENKAEREIEZ The maturities of assets and liabilities and the ability to replace, at
MEaENE N R2THEERBESREEN an acceptable cost, interest-bearing liabilities as they mature are
RN ERESEFAERMRHNEERE - important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.
AEE—RTEHE=ZFeREE@HEE2ED Liquidity requirements to support calls under guarantees and
B&ES - BAHERA f%?ﬁf*ﬁﬁ BIE T FTis s B standby letters of credit are considerably less than the amount of the
RHESTEIRVNAENSHE AR RZEE commitment because the Group does not generally expect the third
EERIHSKIEABESAES - AtAREE parties to fully draw funds under the agreement. The total outstanding
HREBZEEAENRENEGNBESEARVER contractual amount of commitments to extend credit does not
HgmRemK - necessarily represent future cash requirements, as many of these

commitments will expire or terminate without being funded.
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3. HHKEREE@ 3. FINANCIAL RISK MANAGEMENT (Continued)

3.4 REBELRMR @ 3.4 Liquidity risk (Continued)

3.4.3 BHEXBHHZ KB BBEL T 3.4.3 Undiscounted cash flows by contractual maturities
TRIRAEBRIETESRBBEZEMNE - £7 The table below presents the cash flows payable by the Group under
CeRIBERECFERTEACRTAZE 24 non-derivative financial liabilities, derivative financial liabilities that will
B RmERAR AN HBERSRERSEEZ be settled on a net basis and derivative financial instruments that will
WEM o RNIIRZEBRELARBBR SR - be settled on gross basis by remaining contractual maturities at the
MAEBIKIETRR 2 RARIEAR @ AR ES end of the reporting period. The amounts disclosed in the table are the
KRB E B[R o contractual undiscounted cash flows, whereas the Group manages the

inherent liquidity risk based on expected undiscounted cash inflows.

AEBERERFREAELAE ITET AR The Group’s derivatives that normally will be settled on a net basis
include:

. SNESTET R : HBINI S INEHARE - HNEE] o Foreign exchange derivatives: OTC currency options, currency
B SR ZHNEHRE ; futures, exchange-traded currency options;

o FMELTETH : FI=xfSH - mHFEREGH - . Interest rate derivatives: interest rate swaps, forward rate
HHNZ SR ERE - FIEEAE REAMFEE agreements, OTC interest rate options, interest rate futures and
4 & other interest rate contracts; and

. RERMSTET A - RS EHAE - o Equity derivatives: equity options.

AEEREREREEAEEE ITAET AR The Group’s derivatives that will be settled on a gross basis include:

. SNESTAET A : REISNE - SMNESRER o Foreign exchange derivatives: currency forward, currency swaps;

o RIELTAETA : FIFEHARIBREER E1 e Interest rate derivatives: interest rate swaps and cross currency
B & interest rate swaps; and

. FEEUTETR  EREORBREY - o Credit derivatives: credit default swaps.
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3. HXERREEm)
3.4 REBELEE @)
3.4.3 BEABIFIH 2 KEHEBE LT (%)

3. FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

(Continued)
1EANER  3EAML 1H0E
SEARUT BE B5E
1BAZAT 3 months or Over Over 5ELLE
Upto less but over 3 months 1 year Over e
2019%12A318 At 31 December 2019 1 month 1 month to 1 year to 5 years 5 years Total
FIEIERER Non-derivative cash flow
af Liabilities
FITER Deposits from banks 1,642,858 7132 4,081 826,958 - 2,481,029
EFER Deposits from customers 105,949,452 44,969,619 29,923 477 3,983,055 - 184,825,608
HEEBERENAR Trading liabilities 1,840,000 2,781,000 904,717 10,119 - 5,535,836
BETHEHE Certificates of deposit issued 1,114,587 1,053,599 4,257,623 483,697 - 6,909,506
REER Subordinated notes 43,557 1,809,075 126,074 4,088,018 - 6,066,724
HERE Lease liabilities 15,993 31,703 131,226 251,852 24,649 455,423
A s Other liabilities 5,438,151 755,458 320,268 - 345,679 6,859,556
REER Total liabilities
(BH5ER) (contractual maturity dates) 116,044,508 51,407,586  350667,466 9,643,699 370,328 213,133,677
fIETARSR Derivative cash flow
BEBEETESRTE Derivative financial instruments settled
on net basis (14,014) (6,393) (41,969) (6,266) - (68,642)
REBEE (TESRTE Derivative financial instruments settled
on a gross basis
i Total outflow 28,484,074 | | 24,631,710 | | 31,354,261 3,621,619 1,346,641 89,438,305
MABEE Total inflow (28,463,955) | | (24,642,771) | |(31,352,847) | | (3,313,787) | | (1,177,818) | |(88,951,178)
20,119 (11,061) 1,414 307,832 168,823 487,127
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3. HXERREEm) 3.
3.4 REBESRER@E
3.4.3 BEAFEHZ KB EBE 2T @)

FINANCIAL RISK MANAGEMENT (continued)
3.4 Liquidity risk (Continued)

3.4.3 Undiscounted cash flows by contractual maturities

240

(Continued)
MEAMLEE  3EAME 1E F
3EARMUT Eyfes B56F
1EAZAT  3monthsor Over Over 5ELA L
Upto less but over 3months 1year Over A3
2018124318 At 31 December 2018 1 month 1 month to 1 year to 5 years 5 years Total
HTETARER Non-derivative cash flow
8 Liabilities
BIER Deposits from banks 1,454,055 872,197 667,035 822,664 - 3,815,951
EFER Deposits from customers 101,157,871 43743058 26,714,649 3,081,414 144996 174,841,988
HEEERENAR Trading liabilities 1,458,500 2,828,500 1,480,402 10,238 - 5,777,640
BETHNEHE Certificates of deposit issued 1,731,200 1,106,699 3,181,665 670,407 - 6,689,971
REER Subordinated notes 1,807,667 57,067 141,242 3,944,398 - 5,950,374
HEaE Lease liabilities - - - _ _ _
HitR(E Other liabilities 3,678,016 473,825 347,103 - 159,455 4,658,399
BESE Total liabilities
(AthzIHR) (contractual maturity dates) 111,287,300 49,081,346 32,532,096 8,529,121 304,451 201,734,323
TETARER Derivative cash flow
BFBEE {TEERTA Derivative financial instruments
settled on net basis 25,953 281,251 1,294,200 968,461 - 2,569,865
REBEE /(TEERTA Derivative financial instruments
settled on a gross basis
i Total outflow 38,074,115 | | 12,200,786 | | 22,793,990 2,575,916 1,009,851 | | 76,654,658
MALE Total inflow (38,011,675) | |(12,101,404) | |(22,923,348) | | (2,701,086) | | (1,052,610) | |(76,790,129)
62,440 99,382 (129,358) (125,170) (42,759) (135,465)
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3. HXERREEm)
3.4 REBELEE @)

344 BEEBMEFIEE
THRBIEATIER :

EAGRTEPEREREMRE 2 EFURE
(BREBAKEEERBERIERMTAZA
WAL EH)

REA SR B A BRI GRS A 2 B 7 2
&

AEEAEBEA Z T BUBL &S 49FRER
ARAY NNz HERETESE &

3. FINANCIAL RISK MANAGEMENT (continued)

3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items

Included in the table below are the following items:

° Loan commitments by reference to the dates of the contractual

amounts of the Group’s off-balance sheet financial instruments
that commit it to extend credit to customers and other facilities;

o Financial guarantees based on the conditions existing at the
reporting date as to what contractual payments are required;

° The future minimum lease payments under non-cancellable
operating leases in respect of operating lease commitments
where a Group company is the lessee; and

. BEEERRBZEARERE - . Capital commitments for the acquisition of buildings and
equipment.
150R 1FH0E
No later than Z56 5FLE &t
2019F12H31H At 31 December 2019 1 year 1-5 years Over 5 years Total
BRI Loan commitments 76,388,203 2,111,719 686,125 79,186,047
ER - ALK Guarantees, acceptances and other financial
H ity 2 RS facilities
—EREERERE - Guarantees and standby letters of credit 1,051,259 40,065 - 1,091,324
-RERBEERE - Documentary and commercial letters
of credit 967,813 - - 967,813
RETRRAE Operating lease commitments 2,640 198,563 234,407 435,610
BARSE Capital commitments 147,096 - - 147,096
At Total 78,557,011 2,350,347 920,532 81,827,890
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3.
3.4

MR EE @
FREE M@

344 BEEBFKIEH &)

3.

FINANCIAL RISK MANAGEMENT (Continued)

3.4 Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

1 LR 160U E
No later than Z54F 5F U E At
20181274311 At 31 December 2018 1 year 1-5 years Over 5 years Total
BRI Loan commitments 72,550,076 1,692,509 522,363 74,764,948
ER - ALK Guarantees, acceptances and other financial
Hith 2 RS facilities
—ERRERERE - Guarantees and standby letters of credit 968,569 143,591 - 1,112,160
-RERBEERE - Documentary and commercial letters
of credit 948,709 18,287 - 966,996
TR Operating lease commitments 225,429 657,244 410,863 1,293,536
BAEE Capital commitments 89,469 - = 89,469
A&t Total 74,782,252 2,511,631 933,226 78,227,109
35 SRMEEREBZATYE 3.5 Fair values of financial assets and liabilities

() R FEZEE

AFEXRRAREETSAARRAEEE
BESEEESIEHIREF < IRHINER - &
FEREVERRERRZBEEESRT
AZBERF - HEHRREIE KRR
BUEXSERHEM(NER) B iE
17 MAESRIIEHRE - BERQFERT
SRR TR -

ERMTRZAFEDERATHSERL TS
SEENGTBAETZEFZSTHERE
PR R B AN 2 BIE - T (B
RAEKABRAERGETAMG -

(a) Determination of fair value

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

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

RemTEZ HRERREETHARSH - R
S5 BN TFRAR  EERBMEE
B - ARIERERM S HREZ LR
TH - NERMS . RE/SAFERKKA
F2EE  WARAERRER - Mol &
EXeRBEAEABRELE  AEEK
RABEEEETEZFER TRERRAF
BB °

Mem TAZAIBRMIGREREEEE
15 AEEFREERERZR ZMER
EMETZESMIAZATE  BERER
ERBERETEEER  c NERAZESR
TAZMERER NEERSAREFER
FERA AT R AR (iR (a0 - FE - B R E)
M EEEE) MERIBREFERTAE
BKIE o FIAnA RIS A 2 A T ER R
BARKE @R IRETE REINESLR 2
AFE—BIBRRTRBEXRGE - i
SRZAFERGEZEBREEAE - 40
Black-Scholesi&E#Y -

AEEFEMRIFRELEAHGERRE - N
BErECRBAEIEEBAATEFEZH
REZHRE - WAREZEEREER
BEZEETRE TREeRAZFAREBLZ
Wit o WAKREZEEEEWE - AEZE
BLHA AEEEEAMHZFREZE

18

MEFRE - ARGERFZERBEBERSH
BRFABZNRAESER  EhLEFE
ZEERNTSERER -

FINANCIAL RISK MANAGEMENT (continued)
Fair values of financial assets and liabilities (Continued)
(a) Determination of fair value (Continued)

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

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

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

Price data and parameters used in the measurement process

are reviewed carefully and adjusted, if necessary, to take
consideration of the current market developments.
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3. HXERREEm)
EMEEREBBEZAFE®@
(Z) A FEZER

AEEER T RREEE A FERABRE
RIAAEE2HERM CBEAEATE

KA AR

1 HREEXBBREETSH 2
BOREHRAE) - XERNBERR S
P bz S ERsEMITAETA -

2 BEARPIFBEZRESN  HE
EX B EEER (BMER) @ (A
HEEBREH) WA BR 2 BUR - &R
AERRZESIRZITETAS
# o

3 BESABEBBAFRETHEL
MEBE(TABRR Z8IE) - AR
AERAERBOTABRIETZ
Rl MBS E TS

FINANCIAL RISK MANAGEMENT (Continued)

Fair values of financial assets and liabilities (Continued)

(b) 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

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019

Descriptions

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

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

Inputs for the asset or liability that are not based on
observable market data (unobservable inputs). This
level includes equity and debt securities with significant
unobservable components.
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MERBEE@®
TREEREEZ QAT E®
(Z) RA-FEZEFR @
BRAVTEAECEERAE

FINANCIAL RISK MANAGEMENT (Continued)

Fair values of financial assets and liabilities (Continued)

(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value:

REMLAFETE Recurring fair value measurements
F1R 28R 38K &5t
2019%12H31H At 31 December 2019 Level 1 Level 2 Level 3 Total
AR Descriptions
AT ETEREE Financial assets at fair value
FAIABRNEREE through profit or loss
B E2 Debt securities - 8,716,721 - 8,716,721
PTESRITE Derivative financial instruments
HEEEASE Held for trading - 457,652 - 457,652
FrE RESEH Held for hedging - 110,164 - 110,164
AT EFT= EEEE) Financial assets at fair value
T AEA 2 E IR through other comprehensive
TRIEE income
BEBESH Debt securities - 42,050,293 - 42,050,293
B Equity securities 30,277 - 82,710 112,987
BAFEREZ Total assets measured at
BESE fair value 30,277 51,334,830 82,710 51,447,817
ANFEFT = B HEEE) Financial liabilities at fair value
AIABTENESRAE through profit or loss
HIEEERZ Held for trading - 5,516,558 = 5,516,558
PTESRI A Derivative financial instruments
BIEEERE Held for trading - 370,356 = 370,356
FrE RESH Held for hedging - 722,672 - 722,672
WA EFEZBEAS  Total liabilities measured
at fair value - 6,609,586 - 6,609,586

RERFIRHNEEZ ERMEERIF LTE
GRS REFRE - WEEREERAF
B - EERK BT

B E2019F12A31H 2018F12A31H 1k
FE BERSREERAEIHMBEALE
HRAFESHTOEIRR - REEZSB

REMHKE A -

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 year ended 31 December 2019 and 31 December 2018,
there were no other transfers of financial assets and liabilities
into or out of the Level 3 fair value hierarchy. The changes in

carrying value represent the revaluation gains/losses.
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3. HXERREEm) 3. FINANCIAL RISK MANAGEMENT (Continued)

35 LREEREGEZAFE®E 3.5 Fair values of financial assets and liabilities (Continued)
(Z) RFEZER @) (b) Fair value hierarchy (Continued)
BEATEFECEEREBE  (B) Assets and liabilities measured at fair value: (Continued)

BEM AT ETE@E Recurring fair value measurements (Continued)
ESF EPE R CE

2018412 831H At 31 December 2018 Level 1 Level 2 Level 3 Total
A Descriptions
IARFETERHE Financial assets at fair value

ATABRNEREE through profit or loss

&7%:E % Debt securities - 7,948,667 - 7,948,667
PTESRTA Derivative financial instruments

FIEEERR Held for trading - 289,399 - 289,399

58 FAEL Held for hedging - 437,644 - 437,644

UAFEANEBEES)ET A Financial assets at fair value
Hh2mWEEmMEE  through other comprehensive

income
B ES Debt securities - 41,541,272 - 41,541,272
T 75 2 Equity securities 30,201 - 83,038 113,239

BAFETEZEEA  Total assets measured at fair

value 30,201 50,216,982 83,038 50,330,221
NAFEEAEES) Financial liabilities at fair value
ABRNERAE through profit or loss
FIEEER® Held for trading - 5,758,954 - 5,758,954
PTESRIA Derivative financial instruments
FEEERS Held for trading 589 351,459 - 352,048
A R{EH I+ Held for hedging - 121,225 - 121,225
BRATEFEZBESR Total liabilities measured at fair
value 589 6,231,638 - 6,232,227
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B 75 L B 2 o) 3. FINANCIAL RISK MANAGEMENT (continued)
SREEREEZAFE® 3.5 Fair values of financial assets and liabilities (Continued)
(A) AEBEAFEFTEZLHTA (c) Financial instruments not measured at fair value
TAFTENEZREZIER - LEERTZ The following methods and significant assumptions have been
WOESRMTAMAFER applied in determining the fair values of financial instruments

() ERITHER

FERITZEEREBERIFRZ DT
BTYEKREE - BIEMSFR2hat
NHETIREM A R EERE R R R
BRI A 2 BB AE AT B TS X
AHEZRIRAER

iy EBEFERRENR RESZEE
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presented below:

(i) Placements with banks

The fair value of floating rate placements and overnight
deposits is their carrying amount. The estimated fair value
of fixed interest bearing deposits is based on discounted
cash flows using prevailing money-market interest rates for
debts with similar credit risk and remaining maturity.

(i) Loans and advances to customers, and trade bills

The estimated fair value of loans and advances and trade
bills represents the discounted amount of estimated future
cash flows expected to be received. Expected cash flows
are discounted at current market rates to determine fair
value.

(iii)  Investment securities

Investment securities include interest-bearing assets
included in the amortised cost category. Fair value of
amortised cost assets is based on market prices or broker/
dealer price quotations. Where this information is not
available, fair value is estimated using quoted market
prices for securities with similar credit, maturity and yield
characteristics.

(iv) Deposits and balances from banks, deposits from
customers, certificates of deposit issued and other
borrowed funds

The estimated fair value of deposits with no stated
maturity, which includes non-interest bearing deposits, is
the amount repayable on demand. The estimated fair value
of fixed interest-bearing deposits and other borrowings
not quoted in an active market is based on discounted
cash flows using interest rates for new debts with similar

remaining maturity.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.5 Fair values of financial assets and liabilities (Continued)

(c) Financial instruments not measured at fair value
(Continued)

(v) Debt securities in issue including subordinated
notes issued

For those notes where quoted market prices are not
available, the present value technique is used based on
current yield curve and/or credit spread appropriate for the
remaining term to maturity to estimate fair value.

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost are not materially different from
their fair values as at 31 December 2019 and 2018 except as

follows:

HREE F1R Eof £33N ATFE
2019F12H31H At 31 December 2019 Carrying value Level 1 Level 2 Level 3 Fair value
SHEE Financial assets
AR SR AR AN 51 BR ) Financial assets at

SREE amortised cost 15,653,025 - 15,666,589 13,369 15,679,958
SREE Financial liabilities
BEITHEE Certificates of deposit issued 6,750,825 - 6,752,003 - 6,752,003
&IEER Subordinated notes 5,510,181 - 5,590,049 - 5,590,049

FEE FA B ERE ATE
2018124311 At 31 December 2018 Carrying value Level 1 Level 2 Level 3 Fair value
SHEE Financial assets
PABR SRR AR B R Financial assets at

SREE amortised cost 9,141,356 - 9,024,491 13,389 9,037,880
SHAR Financial liabilities
BEITNENE Certificates of deposit issued 6,535,076 - 6,540,429 - 6,540,429
{&EES Subordinated notes 5,449,082 - 5,523,539 - 5,523,539
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3. FINANCIAL RISK MANAGEMENT (continued)
3.6 Capital management

The Group’s objectives when managing capital are:

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

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

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

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

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

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

3.6 Capital management (Continued)

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

exposures.

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 Monetéria 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.
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3. FINANCIAL RISK MANAGEMENT (continued)
3.7 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.

4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. Changes
in estimates and assumptions may have a significant impact on the
results of the Group in the periods when changes are made. The
application and selection of different estimates and assumptions, and
their subsequent changes, could affect the Group’s profit and net asset
value in the future. The Group, based on its high-level assessment
of the sensitivity impacts on the reported assets and liabilities of the
Group arising from the changes in critical accounting estimates and
assumptions, believes that the estimates and assumptions adopted
are appropriate and reasonable, and the financial results and positions
presented in the Group’s financial statements are fair and reasonable
in all material respects.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(@) Measurement of the ECL allowance

The measurement of the ECL allowance for financial assets measured
at amortised cost and FVOCI is an area that requires the use of
complex models and significant assumptions about future economic
conditions and credit behaviour (e.g. the likelihood of customers
defaulting and the resulting losses). Explanation of the inputs,
assumptions and estimation techniques used in measuring ECL is
further detailed in note 3.2.2, which also sets out key sensitivities of
the ECL to changes in these elements.

A number of significant judgements are also required in applying the
accounting requirements for measuring ECL, such as:

. Determining criteria for significant increase in credit risk;

° Choosing appropriate models and assumptions for the
measurement of ECL;

o Establishing the number and relative weightings of forward-
looking scenarios for each type of product/market and the
associated ECL; and

° Establishing groups of similar financial assets for the purposes of
measuring ECL.

Detailed information about the judgements and estimates made by the
Group in the above areas is set out in note 3.2.2.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(b) Fair value of financial instruments

A majority of the Group’s investments in debt securities carried at
fair value are valued based on observable market quotations. As a
consequence of the difficulties in financial markets caused by the 2008
global financial crisis, the Group had witnessed observable declines
in market liquidity and the range of market quotations for certain
securities have widened. The Group applies judgement in selecting
the most appropriate quotation for valuation purposes based on its
assessment of the range of observable quotations, recent observable
transactions, the reliability and quality of the pricing source, and the

value of securities of a similar nature.

(c) Goodwill and intangible asset valuation

For business combinations, subsequent to initial recognition of
goodwill and intangible assets, any major change in the assumptions
in relation to future benefits to be generated from the intangible
assets, including future cash flow of benefits to be generated from the
acquired entities, or discount rates which could be caused by major
changes in market conditions and outlook, could result in adjustments
to the carrying values of such assets. In the event that the expected
recoverable amounts of goodwill and intangible assets are significantly
lower than their carrying values, impairment of such assets would have
to be recognised.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(d) Distinction between investment properties and owner-
occupied properties

The Group determines whether a property qualifies as an investment
property. In making its judgement, the Group considers whether the
property generates cash flows largely independently of the other assets
held by an entity. Owner-occupied properties generate cash flows that
are attributable not only to property but also to other assets used in
the production or supply process.

Some properties comprise a portion that is held to earn rentals or
for capital appreciation and another portion that is held to supply
services or for administrative purposes. If these portions can be
sold separately (or leased out separately under a finance lease), the
Group accounts for the portions separately. If the portions cannot
be sold separately, the property is accounted for as investment
property only if an insignificant portion is held to supply services or for
administrative purposes. Judgement is applied in determining whether
ancillary services are so significant that a property does not qualify as
investment property. The Group considers each property separately in
making its judgement.

() Assessment of claims and contingencies

Judgement is needed to determine if provision for compensation to
certain customers who had bought structured investments distributed
(but not originated or arranged) by the Group need to be recorded in
accordance with the requirements of HKAS 37 “Provisions, Contingent
Liabilities and Contingent Assets”. In making this judgement, the
Group evaluates the information relating to each or similar cases, and
the likelihood and estimated amount of outflow of resources which
may be incurred to settle the obligation after considering factors such
as recent settlement experiences and advice from legal counsel.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

() Impairment assessment of the investment in an
associate, Bank of Chongging (“BOCQ”)

The Group carries out periodic impairment assessments on its
investment in BOCQ in accordance with HKAS 36 “Impairment of
assets”.

This assessment compares the carrying value of the investment
against the higher of management’s estimate of value in use and fair
value less costs of disposal. Management’s estimate of the value in
use is based on a discounted cash flow projection which contains
certain assumptions derived from management and observable market
information. This estimate is subject to application of management
judgment and is sensitive to assumptions on the discount rate and
the cash flows arising from the holding of this investment and from its
ultimate disposal.

As at 31 December 2019, management’s estimate of the value in use is
lower than the carrying value of its investment in BOCQ. As a result, in
the year ended 31 December 2019, the carrying amount of the Group’s
investment in BOCQ has been written down by HK$287 million (2018:
HK$633 million).
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING
POLICIES (Continued)

(g) Determination of the lease term

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

For leases of properties, the following factors are normally the most
relevant:

° If there are significant penalties to terminate (or not extend), the
Group is typically reasonably certain to extend (or not terminate).

° If any leasehold improvements are expected to have a significant
remaining value, the Group is typically reasonably certain to
extend (or not terminate).

o Otherwise, the Group considers other factors including historical
lease durations and the costs and business disruption required
to replace the leased asset.

Most extension options in property leases have not been included in
the lease liability, because the Group could replace the assets without
significant cost or business disruption.

As at 31 December 2018, potential future cash outflows of
HK$180,122,000 (undiscounted) have not been included in the lease
liability because it is not reasonably certain that the leases will be
extended (or not terminated).

The lease term is reassessed if an option is actually exercised (or
not exercised) or the Group becomes obliged to exercise (or not
exercise) it. The assessment of reasonable certainty is only revised if
a significant event or a significant change in circumstances occurs,
which affects this assessment, and that is within the control of the
lessee. During the current financial year, the Group has not exercised
any extension or termination options.
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5. ZAATHBRRRRFEESS 5. STATEMENT OF FINANCIAL POSITION AND
RESERVE MOVEMENT OF THE COMPANY
AR BB ISAR R R Statement of Financial Position of the Company
12H31H
As at 31 December
2019 2018
ERENEE Non-current assets
WBARIEE Investments in subsidiaries 7,064,795 7,063,389
IABEEARK NS IR S R E B Financial assets at amortised cost 8,635 8,635
7,073,430 7,072,024
MEVEE Current assets
B — R P/ R Bl SRITAE B Bank balances with a subsidiary 837,707 866,223
e BR K B A AR B Accounts receivable and other accounts 2,336 839
NG Amounts due from subsidiaries 27,125 26,882
867,168 893,944
mENEE Current liabilities
TRIRE R REMIRE Accrued expenses and other accounts 2,346 2,561
=G E e Amounts due to subsidiaries 417,118 848,124
419,464 850,685
MBI EE Net current assets 447,704 43,259

7,521,134 7,115,283

R EQUITY

e Share capital 6,894,438 6,893,494

HinfFE(BERERF) () Other reserves (including retained earnings) Note (a) 626,696 221,789

EHAE Total equity 7,521,134 7,115,283

EE=202020F3 A25 B #HtfE R IZ R o Approved and authorised for issue by the Board of Directors on 25
March 2020.

EREE BHEE Nicholas John Mayhew Hon-Hing Wong

EFE EFaars Director Managing Director
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5. ZAATHBRRARRFEESE @ 5.

T

() FAFGRRES

STATEMENT OF FINANCIAL POSITION AND

RESERVE MOVEMENT OF THE COMPANY (Continued)

Note:

(a) Reserve movement of the Company

BURAE AT A

IR R E

Rz B

Provision for

REEF equity-settled

Retained  share-based At
Earnings compensation Total
20181 H1H At 1 January 2018 12,831 5,518 18,349
FEE A Profit for the year 824,846 - 824,846
RBEITIERRIE 2 B Reserve arising from exercise of share options - (4,735) (4,735)
LARRAE 2 15 PARR () 7 2L 7l Provision for equity-settled share-based
RN 2 B compensation = 1,421 1,421
201745 REIRR B 2017 final dividend (435,474) - (435,474)
201845 HIRR B 2018 interim dividend (182,618) - (182,618)
2018 F12A31H At 31 December 2018 219,585 2,204 221,789
201941 51H At 1 January 2019 219,585 2,204 221,789
FEHT Profit for the year 1,078,479 - 1,078,479
TRBITIERRIE 2 B Reserve arising from exercise of share options - (217) (217)
VARG HE S S DARR 19 A 51 Provision for equity-settled share-based
SR 2 B compensation - 1,406 1,406
2018F RHAR B 2018 final dividend (492,013) - (492,013)
20195 R HfR B 2019 interim dividend (182,748) - (182,748)
2019%12A31H At 31 December 2019 623,303 3,393 626,696
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6. EXDEME
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6. 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 EC
members, for the purposes of resource allocation and performance
assessment, is determined on the basis of personal banking,
commercial banking, treasury and overseas banking business.
Operating performances are analysed by business activities for local
banking business, and on business entity basis for overseas banking
business.

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

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

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

° 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.

o Others include results of operations not directly identified under

other reportable segments, corporate investments and debt
funding (including subordinated notes).
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6. =EE/ERZ@®

IRENEREM S - HUERRAREER D
BZREEP - Em&RBEA - HEEZHN
ERNE : MoBELENESERRESERMA
EERBRAMESKA - REBHHNE 2 @B
BREFHIEESTDE - DERZR S IIKIER
FTE=ZFREF=EXZFZFABGHERE - DA
A2 WA M ER & BRI 8

FIBTRNEZ EEFX&ERRAENDED
1R o R S R SR ERPI RS ORI R S I B
BEMzBRRIESMOELERA » DEE
NEDIERER - NEAEMORER DA
Emlk &Pz E2EBM% - AERERX
ZHRIEM AT -

6. OPERATING SEGMENT REPORTING (Continued)

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

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot be
reasonably allocated to segments, products and support functions are
grouped under Others as unallocated corporate expenses.
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6. EEIERFT@ 6. OPERATING SEGMENT REPORTING (Continued)
HZ2019F12831HILFEE For the year ended 31 December 2019
BARAT BERT IR EER
Personal  Commercial BEZH  Overseas 2t Inter- @t
Banking Banking Treasury Banking Others segment Total
FHSMA/ (£t Net interest income/(expenses) 1,690,585 1,262,484 748,168 497,882 (124,835) - 4073784
FFIBMA /(i) Non-interest income/(expenses) 949,299 194,505 1,539 138,119 31,863 (996) 1,314,329
VAT, Total operating income/(expenses) 2,639,884 1,456,989 749,707 635,501 (92,972) (996) 5,388,113
EEM Operating expenses (1,655,353) (528,318) (179,202 (507,483) 18,794 996  (2,850,566)
MREERERR Operating profit/(loss) before credit
Al EBRH /(5B impairment losses 984,531 928,671 570,505 128,018 (74,178) - 2,537,547
FERBEEE Credit impairment losses (260,484) (72,934) (9,240) (12,250) (1,478) - (356,386)
NREERESS Operating profit/(loss) after credit
w2 eBEN /(BB impairment losses 724,047 855,737 561,265 115,768 (75,656) - 2,181,161
LEREMERE D Net (loss)/gain on disposal and fair
EEdERHLATE value adjustment of investment
FR2F(BR) e properties and other fixed assets (8,524) - - 58 (31,391) - (34,857)
HENUATEFEEEEE)  Netloss on disposal of financial
SAEMEENENSE  assets at fair value through other
BEZFEE comprehensive income - - (24) - - - (24)
BENEEZHBEEE  Impairment loss on the investment in
an associate - - - (287,000) - - (287,000)
NG < Share of results of an associate - = = 701,857 - = 701,857
ERERETEE2EE  Share of results of jointly controlled
entities - - - - 32,072 - 32,072
BHANaH/ (B8) Profit/{loss) before taxation 720,523 855,737 561,241 530,683 (74,975) - 2593209
BB/ Taxation (expenses)/credit (118812  (141,019) (92,584) (18,262) 17,602 - (353,075)
BEET/ (BB) Profit/(loss) after taxation 601,711 714,718 468,657 512,421 (57,373) - 2,240,134
HZ2019F12A31A1LEE  For the year ended 31 December 2019
HEREHER Depreciation and amortisation 78,802 16,658 6,548 60,525 205,355 - 368,388
20195124318 At 31 December 2019
PEEE Segment assets 53,809,806 66,154,676 84,671,487 38,406,836 5478972  (5,115290) 243,406,487
PEEE Segment liabilities 108,290,918 44,136,433 19,835,415 30,335,062 17,739,136  (5,115,290) 215,221,674
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6. EESEREM@ 6. OPERATING SEGMENT REPORTING (Continued)
HZE2018F12A31HILFE For the year ended 31 December 2018
fHASRT BERT BIMRT EER
Personal  Commercial BEXH  Overseas Hit Inter- et
Banking Banking Treasury Banking Others segment Total
A SHA Net interest income 1,742,431 1,238,085 625,952 543,458 14,165 - 4,164,001
FEFIBIA /(i) Non-interest income/(expenses) 938,523 204,650 (70,558) 142,890 351,326 (996) 1,565,835
2EHA Total operating income 2,680,954 1,442,735 555,394 686,348 365,491 (99%) 5,729,926
BELH Operating expenses (1580,816)  (484,847)  (159777)  (491,679) 15,827 9% (2,700,295)
NHEERE(ESR)/ Operating profit before credit
BT pA yTi impairment (losses)/written back 1,100,138 957,888 395,617 194,670 381,318 - 3,029,631
EEREEE) /% Credit impairment (losses)/written back ~ (240,734) 17,242 (5,188) (5,703) 942 - (233 441)
NHEERE(SSR)/ Operating profit after credit impairment
B 2 2B R A (losses)/written back 859,404 975,130 390,429 188,967 382,260 - 2,796,190
LEREMERE D Net (loss)/gain on disposal and fair
EEBERHLATE value adjustment of investment
BEOFER) Mo properties and other fixed assets (1,425) () - (796) 57,782 - 55,556
HENATEEAL Net gain on disposal of financial
2H: AL 2ENE assets at fair value through other
MEREE TSR comprehensive income = = 1,682 = = = 1,682
BENEEZHBEEE  Impairment loss on the investment in
an associate - - - (633,000) - - (633,000)
N P Share of results of an associate - - - 659,708 - - 659,708
ERERETEE2EE  Share of results of jointly controlled
entities - - - - 27,234 - 27,234
BRI Profit before taxation 857,979 975,125 392,111 214,879 467,276 - 2,907,370
BELE Taxation expenses (141475 (161004 (64753  @7199  (33,154) - oreed)
B EEH Profit after taxation 716,504 814,081 327,358 187,687 434,122 - 2479702
HZ2018F12A31H1LEE  For the year ended 31 December 2018
HEREHER Depreciation and amortisation 72,574 15,909 5,665 40,691 40,831 - 175,670
72018412 A31H At 31 December 2018
PEEE Segment assets 51,024,761 62,888,081 79,191,071 36,286,080 5,439,883 (4,553,958) 230,275,918
PEAE Segment liabilities 102,006,201 41,070,943  17,714209 28,405,278 19,153,101 (4,553,958) 208,795,774
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6. =EE/EREZ@®

6. OPERATING SEGMENT REPORTING (Continued)

REINBEE 2 W= TR AR ES B RH Revenues from external customers were contributed from banking
Bz RITMB AR MRH s FZERERE - £ subsidiaries in Hong Kong, Macau and People’s Republic of China,
FEXER - GERE  BEME  SHKRES - with major products and services including deposit taking, extension

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

TRIEHEZRREHFEE ER  BEIBELAEE The following tables provide information by geographical area, which
mINP R PR HARTS - AR ER S RETBR was determined with reference to the domicile of the legal entities

A TE MR 2 FrE D T RERR

within the Group with business dealing and relationship with, and
services to external customers.

EHAEH

EERHM e

Hong Kong P Inter-segment @t

and Others Macau elimination Total
BZE2019F12A31BLLEE For the year ended 31 December 2019
HEBA Operating income 4,982,287 406,822 (996) 5,388,113
BRT A& Profit before taxation 2,411,711 181,498 - 2,593,209
R2019512A831H At 31 December 2019
BEAG Total assets 223,688,847 23,214,385 (3,496,745) 243,406,487
BEAF Total liabilities 198,450,960 20,267,459 (3,496,745) 215,221,674
EVEEREE Intangible assets and goodwill 318,667 551,275 - 869,942
FABERAE Contingent liabilities and commitments 83,341,293 3,188,115 (101,360) 86,428,048

&35 1B

Bt REM H3H

Hong Kong B9 Inter-segment a5t

and Others Macau elimination Total
HZ2018F12A31B LFE For the year ended 31 December 2018
=N Operating income 5,273,234 457,688 (996) 5,729,926
BRTA A A Profit before taxation 2,650,762 256,608 - 2,907,370
R2018F12A31H At 31 December 2018
BEAG Total assets 211,259,685 22,295,149 (3,278,916) 230,275,918
BEAE Total liabilities 187,758,809 19,315,881 (3,278916) 208,795,774
B AEREE Intangible assets and goodwill 318,667 551,275 = 869,942
FRBERASE Contingent liabilities and commitments 82,738,028 3,372,813 (102,489) 86,008,352
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7. FEFEWA

7. NET INTEREST INCOME

2019 2018
FIE WA Interest income
e RIERITHAEER Cash and balances with banks 475,193 544,288
BHILE Investments in securities 1,762,703 1,447,457
ZHEERLEMERE Advances and other accounts 5,234,691 4,720,318
7,472,587 6,712,063
FEZ T Interest expense
RITFERBPEX Deposits from banks/Deposits from
customers 2,817,260 2,019,983
BB ITR 7308 Certificates of deposit issued 157,184 146,507
& BB Subordinated notes 284,480 284,421
HEBE(HF28(2)) Lease liabilities (Note 28(b)) 13,486 =
Hth Others 126,393 97,061
3,398,803 2,547,972
MERAEE Included within interest income
—FREEERAENIRR — Trading securities and financial
AFETEBEES:T A assets at fair value through profit
Smi e EE or loss 140,573 109,819
— AR EF =B EEEA - Financial assets at fair value through
Hit2mEmn e s E other comprehensive income 1,427,901 1,126,472
— AR AT BR M & B E B - Financial assets at amortised cost 5,904,113 5,475,772
7,472,587 6,712,063
FEZHEE Included within interest expense
—RARAFEFEBEEFHTA - Financial liabilities not at fair value
Baiept8E through profit or loss 3,288,669 2,460,658

REZE2019F £2018F12 A31 B ILF[E « WiERE
REREBEZFEMWA -

264

For the year ended 31 December 2019 and 2018, there was no interest

income recognised on impaired assets.
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8. FERBBERMAZWA

8. NET FEE AND COMMISSION INCOME

2019 2018
BRI ERAESEA Fee and commission income
KAAFETZ A RSB A Fee and commission income from
BEanremEERAGE 2 financial assets and liabilities not at
RI%E KA YA fair value through profit or loss
—EEAEBAZRBERAS — Credit related fees and commissions 186,003 185,191
—Eo5mME — Trade finance 87,301 91,867
—ERA+R — Credit card 338,315 377,738
HibR%ERASKA Other fee and commission income
—BHEL A - Securities brokerage 106,243 128,780
—{REREHE R H Aty - Insurance distribution and others 336,708 324,957
—TEXRERINEBEERE — Retail investment and wealth
management services 255,512 240,614
—RITRBERFEE — Bank services and handling fees 68,677 73,681
— H At R & - Other fees 54,655 55,005
1,433,414 1,477,833
REERASIE Fee and commission expense
FARATFEF= B EESH:TA Fee and commission expense from
BEarNemEERABEZ financial assets and liabilities not at
RS E RAE S H fair value through profit or loss
—FEELAS - Handling fees and commission 267,580 296,033
—BENEMER — Other fees paid 18,870 20,571
286,450 316,604

AEERE=DRHEHTE X EEEFERK
BEERY - RENXEAFNHBEZEEL T
BEHELEMHERA -

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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9. NET TRADING INCOME

2019 2018
INEBEFW S (B18) Net gain/(loss) arising from dealing in
foreign currencies 74,901 (9,008)
REEBEREMNESF 2 F = Net gain on trading securities 13,709 15,212
REEBEASMITET R 2 Fikas Net gain from derivatives entered into
for trading purpose 1,334 211
RBAFEHFMHBeRIAZ Net gain/(loss) arising from financial
Fllas, (E18) instruments subject to fair
value hedge 7,181 (833)
LAAT(ERT2 B HEBR AB&mA Net gain on financial instruments at fair
SRt T A2 S value through profit or loss 1,766 326,879
98,891 332,461
10, EfpEmug A 10. OTHER OPERATING INCOME
2019 2018
RERIFE 2 AR T EFE B EEEA Dividend income from investments in
Hft 2B ammERE TAKRE 2 REKA equity instruments at fair value
through other comprehensive income,
held at the end of the year
— EiRE - Listed investments 2,284 2,646
—FELEMIRE — Unlisted investments 7,800 8,684
wEYE 2 HES WAL Gross rental income from investment
properties 27,231 30,651
HEaBEsWA Other rental income 13,988 13,347
Hith Others 17,171 16,817
68,474 72,145
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11, &EXH 11. OPERATING EXPENSES
2019 2018
& BB K A8 A1 5z Employee compensation and benefit
expenses
—FHEEMAEER — Salaries and other staff costs 1,793,074 1,708,336
— LARR 1D A E T RN 2 Bt 1R i (M7E44) - Provision for share-based
compensation charged (Note 44) 1,406 1,418
—RR& X — R EHKEE — Pension costs — defined
contribution plans 104,840 91,497
TEREMEFEEESH - Premises and other fixed assets
TBENE expenses, excluding depreciation
—TERSZH - Rental of premises (Note 28(b)) 7,918 189,233
—Hiftb — Others 197,136 171,804
e Depreciation
—1TE R EHME FEEE (i zE28(F)) - Premises and other fixed assets
(Note 28(a)) 188,106 175,670
—BEREzYE(E28(2)) - Right-of-use properties (Note 28(b)) 180,282 -
BE RHEHEE T Advertising and promotion costs 89,987 86,779
ENR » XA REE Printing, stationery and postage 50,879 50,277
1% EREM B < Auditors’ remuneration 9,430 9,374
Hfth Others 227,508 215,907
2,850,566 2,700,295
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12. EEM< 12. DIRECTORS’ EMOLUMENTS

BRABNTEHIE383 R AR (EERIE The emoluments of the Directors of the Company in respect of the
RHEER ) A - AR AEEHRHMEHE S 5K E period of directorship disclosed pursuant to section 383 of the Hong
At Kong Companies Ordinance and the Companies (Disclosure of

Information about Benefits of Directors) Regulation were set out below:

BEEREH
R ER
RETA R A
¥e- Incentive EREW RNENGE
EHR bonuses R ZBEHR

BYR%  accruedin (1)  Employer's
Salary, respectof  Share-based  contribution St
EZH4  allowances services compensation  to retirement (32)
Directors’  and benefits  rendered in payment benefit Total
HZ2019F12831 A LLERE Year ended 31 December 2019 Fee in kind the year (Note 1) schemes (Note 2)
T Chairman
FTERE David Shou-Yeh Wong 500 5,903 18,000 - - 24,403
UEs Executive directors
FRRE Hon-Hing Wong (Derek Wong) = 8,654 3,438 = = 12,092
Ba (2 &irks Gary Pak-Ling Wang - 6,099 13,600 - 492 20,191
RERAE Nicholas John Mayhew - 5,964 13,600 - 497 20,061
FUTES Non-executive director
BAERE Jun Fujimoto 200 - - - - 200
BUFHITES Independent non-executive directors
BRI Robert Tsai-To Sze 454 - - - - 454
REFIEE Seng-Lee Chan 552 - - - = 552
RIRERE Yuen-Tin Ng 547 - - - - 547
EhERE Blair Chilton Pickerell 499 - - - - 499
&t Total 2,752 26,620 48,638 - 989 78,999
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EEME@w

AR AR E R ERE B < X N B RN FEARETT
{2 FRRCAE AR I B rE SHRR B AR 2 X 2 A
RRAD VEREERE 2 A o DARREESZ 3 2 AR D 1E /%
AR ZHBH - ERRAEERBIAERTE
R R AER SO » MIAR SN 2 AR ER
ERX A Z B - RIRRITRE R R AR T
B ATS1ER % B A A ER D 2 FHRHIE

ERERBITAATRITEERRA R REKE
RAZEE  HBZREMBEARXNZHHEE
SHELIIZERAFMATTA

REERNFRFLER @ TERANEEEBRT
REARS RHERAEL  HRARBAREF—
FRAREZ EREEKHBEEEFBRERF
#=(2018%F : #&) -

REZE2019F12 A31H ILEFE » AT =S
PMETEAR R SKEM B A R =52 H AR
BRSO AR E B (20184 : ££) o

AERN - WES IO 2 FRS RN TES
Ko I L IR BN E B R TG  [R) 56 =75 S A S 32 A
EfIR{BE(20184F : &) -

12.

Note:

DIRECTORS’ EMOLUMENTS (Continued)

Share-based compensation payment includes both equity-settled and
cash-settled share based payment on the share options exercised or
cancelled during the year. For equity-settled share based compensations,
it represents the cost borne by the Group recognised on the exercise of
the share options while for cash-settled share based compensation, it
represents the cash payment, being the difference between the exercise
price and the average closing price of the shares of the Company for
the 5 trading days immediately preceding the date of cancellation of the
share options.

For directors who are also directors of the Company’s subsidiaries,
remuneration paid by these subsidiaries are included in the consolidated
total remuneration set out above.

No significant transactions, arrangements and contracts in relation to
the Group’s business to which the Company was a party and in which
a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year
(2018: Nil).

No other emoluments were paid to or receivable by any director in
respect of directors’ other services in connection with management of the
affairs of the Company or its subsidiaries undertakings during the year
ended 31 December 2019 (2018: Nil).

No termination payments or benefits were made to the directors and no

consideration was provided to or receivable by third parties for making
available directors’ services during the year (2018: Nil).
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12. EEME€@w

12. DIRECTORS’ EMOLUMENTS (Continued)

BEEMNRE
Rz iR
BT WRAA
R Incentive ERGE RERE
EER bonuses WX ZEZHR
EMFIE  acoruedin (#1)  Employer's
Salary,  respectof Share-based  contribution =)
allowances services compensation  to retirement (i2)
E5#%  andbenefits  renderedin payment benefit Total
HZ2018512A31HIEEE  Yearended 31 December 2018 Directors’ Fee in kind the year (Note 1) schemes (Note 2)
Ed Chairman
TFERE David Shou-Yeh Wong 500 5,730 20,000 = = 26,230
HnEs Executive directors
FRALE Hon-Hing Wong (Derek Wong) - 8,401 3710 - - 12,111
TiREE Gary Pak-Ling Wang £ 5021 14,700 2,39 492 23,508
RErs Nicholas John Mayhew - 5,570 14,650 831 461 21,512
FnES Non-executive directors
BRERE Jun Fujimoto 300 - - - - 300
BUFMIES Independent non-executive directors
RERRE Robert Tsai-To Sze 425 - - - - 425
REHILE Seng-Lee Chan 485 - - - - 485
RRAREE Yuen-Tin Ng 500 2 2 2 - 500
RhERE Blair Chilton Pickerell 418 - - - - 418
At Total 2,608 25,602 53,060 3,206 93 85,489
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13. BREMEZ5UAL

13. THE EMOLUMENTS OF THE FIVE HIGHEST PAID

INDIVIDUALS

(i) Bie#Est () The aggregate emoluments
2019 2018

e FBE - BEY=KEMER Salaries, housing, benefits in kind and
other allowances 99,166 103,652
LARG 7 A E Tt S N A 2 45 Share-based compensation payment - 3,738

RINEAEE 2 EEHR Employer’s contribution to retirement
benefit schemes 1,511 1,475
100,677 108,865

(i) SUERBWAATHMSAERDT :

(i) The emoluments of the five highest paid individuals are
within the following bands:

AE
Number of individuals
2019 2018
BITHKS
12,000,001 - 12,500,000 1 1
20,000,001 - 20,500,000 2 -
21,500,001 — 22,000,000 - 1
23,500,001 — 24,000,000 1 1
24,000,001 — 24,500,000 1 -
25,500,001 — 26,000,000 - 1
26,000,001 — 26,500,000 - 1
5 5

S EEMERAZ ATA » B46I(20184F : 4
)AEE - HIEENESHEE 2EE il 2K
12 ©

AEEA - NS  E [A) (] 5L 8 = WA A 32 At
M - (ERIASK N RN B 2 28 SR (S o

ListiERRBAALTOME BREBEEEXFR
P ARFS AN AN SR B 2 AR RO TR IR ERBYTEAT

Included in the emoluments of the five highest paid individuals were
the emoluments of 4 (2018: 4) Directors. Their respective Directors’
emoluments have been included in Note 12 above.

No emoluments were paid by the Group to any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office during the year.

The emoluments of the five highest paid individuals shown above

included incentive bonuses accrued in respect of the services rendered
and the Group’s performance for the financial year.
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14. FERERSE 14. CREDIT IMPAIRMENT LOSSES
2019 2018
IS (HIRR @B 2 1) New allowances net of allowance
releases 467,407 318,875
BB B i H 2 A Recoveries of amounts previously
written off (111,021) (85,434)
356,386 233,441
DEIT Attributable to:
—EPEX - Advances to customers 342,581 224,831
—HiveEE — Other financial assets 11,430 2,798
— B TR E RS ER - Loan commitments and financial
guarantees 2,375 5,812
356,386 233,441
15. 18 15. TAXATION
TSR T 3% BB 4 (A i 51 FE 3B 55 55 R LA B == Hong Kong profits tax has been provided at the rate of 16.5% (2018:
16.5% (20184F : 16.5% ) {2 BEME o SFINEZR T 16.5%) on the estimated assessable profit for the year. Taxation on
FR A NE IME S FE SR 558 ) ik N £ (B 460 4% 34 75 1D overseas profits has been calculated on the estimated assessable
BT RASE o profit for the year at the rates of taxation prevailing in the countries in
which the Group operates.
EEFIELSHEEABERERE=R  REHZE Deferred taxation is calculated in full on temporary differences under
B EE s EER FHREFMER 2R the liability method at the tax rates that are expected to apply in the
RVERBFED o year when the liability is settled or the asset is realised.
2019 2018
REFEHIA Current income tax:
—EBBNEH - Hong Kong profits tax 337,227 387,739
—BINEIE - Overseas taxation 30,873 38,414
—RIBEFEBEE B — Over-provision in prior years (85) (183)
IRAERIE (FI5E35) ¢ Deferred income tax (Note 35):
— AR EREERESE REM — Origination and reversal of timing
differences (14,940) 1,698
I8 Taxation 353,075 427,668
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15. BiE@)

AREBRBADEN 2 HIRBRIRGA B R A INE

FHREAE ZIEREERAOT

15. TAXATION (Continued)

The tax on the Group’s profit before taxation differs from the
theoretical amount that would arise using the weighted average tax
rate applicable to profits of the consolidated companies as follows:

2019 2018

B 151 At A

BEBMSHE16.6%tH 2 KA

BIARBRR
HABR 2 TRBE

BRI A

TREHIRE S

AT B 2|2 B2 A B R
HEEFIERZ EE

REERIRLEHREENHRIEER

Profit before taxation 2,593,209 2,907,370

Tax calculated at Hong Kong profits tax

rate of 16.5% 427,879 479,716
Tax effects of:

Different taxation rates in other

countries (1,212) (2,411)
Income not subject to taxation (59,967) (101,307)
Expenses not deductible 107,558 165,162

Results of associates and jointly

controlled entities reported net of

tax (121,098) (118,346)
Tax losses for which no deferred tax

asset was recognised = 37
RiBA FEEBER 2 B Over-provision in prior years (85) (183)
I8 Taxation 353,075 427,668
16. BRE 16. DIVIDENDS
2019 2018
EIRF RS - FAREEAR0.13E T Interim dividend paid of HK$0.13
(20184 : 0.1377L) (2018: HK$0.13) per ordinary share 182,748 182,618
BRARRE - FRERAR0.35/8 7T Proposed final dividend of HK$0.35
(20184 : 0.35/7T) (2018: HK$0.35) per ordinary share 492,013 492,013
674,761 674,631
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17. SREF 17. EARNINGS PER SHARE
2019 2018
(%7T) (Bir)
(HKS) (HK$)
FRRZ A Earnings per share
ER Basic 1.59 1.77
e Diluted 1.59 1.77

% Z 7K & 7 Ty 1% 88 & F1 2,240,033,000 /% 7T
(2018%F : 2,479,735,0007%5 ) R FRNE BETL A
R AR 19 2 hn#Ee 35 21,405,736,426 A% (20184 :
1,404,634,7728% )51 & -

% 5& & A Ty iz B8 & F1 2,240,033,000 7 7T
(20184 : 2,479,735,000/8 7T ) K FAE E1TEE
B A% 19 2 hn#ee S 5% 1,405,736,426 A% (2018 4F :
1,404,652,423 1% ) N0 3L FT A ¥ L @A B R #E M
HETUFEHE -

18. BREREMITHIERR

The calculation of basic earnings per share is based on earnings
of HK$2,240,033,000 (2018: HK$2,479,735,000) and the weighted
average number of 1,405,736,426 (2018: 1,404,634,772) ordinary
shares in issue during the year.

The calculation of fully diluted earnings per share is based on earnings
of HK$2,240,033,000 (2018: HK$2,479,735,000) and the weighted
average number of 1,405,736,426 (2018: 1,404,652,423) ordinary
shares in issue during the year after adjusting for the effect of all
dilutive potential ordinary shares.

18. CASH AND BALANCES WITH BANKS

2019 2018
R RIERTTH AR Cash and balances with banks 2,741,559 2,650,432
AN HER Money at call and short notice 14,901,271 13,703,601

Ok : REER

—BEER1

17,642,830 16,354,033
Less: impairment allowance
— Stage 1 (582) (679)

17,642,248 16,353,354
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19. HEEERENESRUAFETE
BESBFABENEREE

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

2019 2018
FEEERBRNES Trading securities:
BISES Debt securities:
— &5 — Listed in Hong Kong 20,681 33,575
—JEETm - Unlisted 8,367,272 7,587,609

AAF(EEHE R HEHEHA
BanepEE
ERES

—JkEMm

BREBBESFRNE
—BEEZR(ZRREER)

—HpEERE

— B A

— B B E R B TS
—%

R20194F K 201812 A31H » Ll &srRITER
ERATRE -

8,387,953 7,621,184

Financial assets at fair value through
profit or loss:
Debt securities:

- Unlisted 328,768 327,483
328,768 327,483
Total 8,716,721 7,948,667

Included within debt securities are:
— Treasury bills which are cash

equivalents 1,606,484 -
— Other treasury bills 6,781,469 7,620,661
— Government bonds - 523

— Other debt securities issued by:
— Corporate entities 328,768 327,483

8,716,721 7,948,667

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

RFIRITEREBR AR 2019FF3]H
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20. fTHEE@MIA 20. DERIVATIVE FINANCIAL INSTRUMENTS
R2019F12 A1 B R BB AT EANEZEAR The notional principal amounts of outstanding derivatives contracts
SREQNFERAT : and their fair values as of 31 December 2019 were as follows:
an/
EHLE B¥E
Contract/ Fair values
notional BE aE
amount Assets Liabilities
1) FEEERGZITETA 1) Derivatives held for trading
) 9MEPTET A a) Foreign exchange derivatives
RERHEEL Forward and futures contracts 85,980,290 427,242 (346,656)
B8 A ROt NG B Currency options purchased and
written 8,583,805 11,034 (10,733)
Z) FIFELTET A b) Interest rate derivatives
F=HE Interest rate futures = = =
Fl| 2=t 5 Interest rate swaps 4,476,095 17,185 (10,537)
B A\ R H R == HR e Interest rate options purchased and
written 674,220 - (240)
) #Em [ 0TET A ¢) Equity derivatives
88 A R0 e e 1 BT Equity options purchased and
written 265,264 2,191 (2,190)
FEEBERBZITETR Total derivative assets/(liabilities) held
BE/(BE)E:T for trading 99,979,674 457,652 (370,356)
2) HEEHRABZITETA 2) Derivatives held for hedging
) #eE U N FlEad w2474 THA  a) Derivatives designated as fair value
hedges
Fl| 2=t 5 Interest rate swaps 38,285,505 110,164 (722,672)
FHEERAB ZITET R Total derivative assets/(liabilities) held
BE/(AB)Es for hedging 38,285,505 110,164 (722,672)
EERZITESHITA Total recognised derivative financial assets/
BE/(af)A (liabilities) 138,265,179 567,816  (1,093,028)
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20. fTE€MITAE®w 20. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2018F12 A1 B R BB ITAETEAHNEZEA The notional principal amounts of outstanding derivatives contracts
SREQNFERAT : and their fair values as of 31 December 2018 were as follows:
&t/
EELHE ~¥E
Contract/ Fair values
notional BE B8E
amount Assets Liabilities
1) FEEERGZITETA 1) Derivatives held for trading
) 9MEPTET A a) Foreign exchange derivatives
EHNRAEEL Forward and futures contracts 67,192,282 262,900 (328,733)
B8 A\ ROt NG B Currency options purchased and
written 9,883,176 8,677 (8,505)
Z) FIRPTETA b) Interest rate derivatives
MEHE Interest rate futures 39,154 - (589)
|2 4 HR Interest rate swaps 2,392,768 11,611 (7,915)
BB A\ R H == HR e Interest rate options purchased and
written 678,038 16 (105)
A) w17 ET A ¢) Equity derivatives
8 A B i e | HA R Equity options purchased and written 422,016 6,195 (6,201)
REEERGEZITETER Total derivative assets/(liabilities) held for
BE/(BB)EF trading 80,607,434 289,399 (352,048)
2) FHEEIHRABZITETE 2) Derivatives held for hedging
) 1EFEUANFES B Z9T4T A a) Derivatives designated as fair value
hedges
M= = 5 Interest rate swaps 28,818,549 437,644 (121,225)
FIEE AR 2 TET R Total derivative assets/(liabilities) held for
BE/(BE)E: hedging 28,818,549 437,644 (121,225)
ERRZITESMIA Total recognised derivative financial assets/
BE/(afk)ast (liabilities) 109,425,983 727,043 (473,273)
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20. fTE€mIAm

FRRFAREERI L SR FEEE R 2
2712A31REERBERINABNEERRINE
BEE - 25T ¢

20. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)

The credit risk weighted amounts of the above off-balance sheet
exposures as at 31 December, before taking into account the effect
of bilateral netting arrangements that the Group entered into, are as

follows:
2019 2018
FERSH Exchange rate contracts 721,770 593,139
MEEL Interest rate contracts 64,608 156,974
HE4 Other contracts 8,854 16,778
795,232 766,891

BETEZANBRESERBSHRNR S
B YTIRERERMBEE -

EEARIEEEN 2 EEESERE L 2 (/1T
(AR RANTHEZBE - S EFE2 B
BT RUTREBAOTBBETE -

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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21. FEERRHAMERER 21. ADVANCES AND OTHER ACCOUNTS
2019 2018
BEERRE Gross advances to customers 136,946,773 128,628,087
Rk - RELER Less: impairment allowances
—PEER1 - Stage 1 (474,635) (423,650)
—PEER2 - Stage 2 (152,754) (127,284)
—[EER3 - Stage 3 (381,197) (362,989)

(1,008,586) (913,923)

135,938,187 127,714,164

B HRE Trade bills 3,393,863 4,677,262

Bk - REZERE Less: impairment allowances
—PEER1 - Stage 1 (1,982) (2,100)
—[EER2 - Stage 2 7 (23)
(1,989) (2,123)

3,391,874 4,675,139

EAEEE(H328(2)) Right-of-use assets (Note (28(b)) 413,967 =
H & 7= (f47E30) Other assets (Note 30) 5,321,281 3,825,389

R : REZER Less: impairment allowances
— B - Stage 1 (8,496) (6,651)
—FEER2 - Stage 2 (598) (491)
—PEERS - Stage 3 (9,467) (9,643)
(18,561) (16,785)

5,302,720 3,808,604

FHEHEREEMRE Advances and other accounts 145,046,748 136,197,907
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21. BEERNRHEMERE @)

() BEEEFERRBRZEBEHEEK
BRINE :

EFERRBNEEREREMERAAREMR
ERFMZEBaNMEETERS ZRBREF
o ANREABRAREERRERERE - U@\
EBEZLBEE -

21. ADVANCES AND OTHER ACCOUNTS (Continued)

(@) Loans and advances to customers include finance lease
receivables as follows:

Loans and advances to customers include net investments in
equipment leased to customers under finance leases and hire
purchase contracts having the characteristics of finance leases. The
contracts have an option for acquiring by the leasee the leased asset
at nominal value at the end of the lease period.

2019 2018
REERENRE 2 EWARERE - Gross investment in finance lease
receivable:
1FLAR Not later than 1 year 2,393,950 2,559,892
16 LA EZE545F Later than 1 year and not later than
5 years 3,128,171 3,540,184
5F Ak Later than 5 years 318,939 420,303

RERE 2 RWEUZBE WA

BMEMEREFER

BMEMEREFBRIOMMT

1R
1F LA EE5F

5FAE

R20194F 2018412 A31H » L@ EHER
BB R EERTIRER -

R2019F 12 A31H  AEBE 2 EHBELEEE
FEARNE s E A E MR IEH M EFEE T A
68,242,000/8 7T (20184F : 27,122,000/ 7T) °

5,841,060 6,520,379

Unearned future finance income on
finance leases (406,155) (486,330)

Net investment in finance leases 5,434,905 6,034,049

The net investment in finance leases is
analysed as follows:

Not later than 1 year 2,201,948 2,337,207
Later than 1 year and not later than

5 years 2,949,341 3,327,971
Later than 5 years 283,616 368,871

5,434,905 6,034,049

There is no unguaranteed residual value included in the gross
investment in finance leases above as at 31 December 2019 and 2018.

The allowance for uncollectible finance lease receivables included
in the impairment allowances as at 31 December 2019 of the Group
amounted to HK$68,242,000 (2018: HK$27,122,000).
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22. UAFEFEEHSHTAHMEE 22. FINANCIAL ASSETS AT FAIR VALUE THROUGH

KENEMEE OTHER COMPREHENSIVE INCOME
2019 2018
BFES Debt securities:
—&XLEW - Listed in Hong Kong 16,470,818 17,295,716
— BB TR - Listed outside Hong Kong 16,609,379 16,638,018
—3E - Unlisted 8,970,096 7,607,538

42,050,293 41,541,272

SRR A Equity securities:
—&ELEM — Listed in Hong Kong 30,277 30,201
—JEETm - Unlisted 82,710 83,038
112,987 113,239
A&t Total 42,163,280 41,654,511
BRERKZEFAER Included within debt securities are:
— AR RE - Certificates of deposit held 114,099 429,758
—BEZR(ZERREER) - Treasury bills which are cash
equivalents 4,496,472 2,098,522
—H B EERE - Other treasury bills 5,599,844 6,698,961
— B ES — Government bonds 118,594 191,387
— H i {R15E 5 — Other debt securities 31,721,284 32,122,644
42,050,293 41,541,272
AR ERTE B EEHETA Financial assets at fair value through
EfmEHEimEn S EE other comprehensive income are
REATHBERSITAT analysed by categories of issuers as
follows:
BEI%ES Debt securities:
— R R TR R ERAT — Central governments and central
banks 10,214,910 8,988,870
—NEHE — Public sector entities 143,655 481,574
—RIT R E M S mhE - Banks and other financial
institutions 6,224,854 7,495,726
—1b3 — Corporate entities 25,466,799 24,575,027
— HAth — Others 75 75
42,050,293 41,541,272
PSR Equity securities:
—1b% - Corporate entities 112,987 113,239

42,163,280 41,654,511
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22. UAFEIEEESETAEMEE
WENEmEE @)

ETUATEF=EHEEZH T AEMEZAKE
MERET ARER2018FARKREEE ERA
EMHWHEE - REIEBRA REZATFER
23,350,0007% 7T, }z A & 25t E518 /414,531,000
BT o WL AFENEEEZB T ALMEE
s MR 1 T B 702019 FHF AR IEFERR o

23. DBSRRAIIRNEREE

22. FINANCIAL ASSETS AT FAIR VALUE THROUGH
OTHER COMPREHENSIVE INCOME (Continued)

Certain investments in equity instruments measured at fair value
through other comprehensive income had been sold during 2018 due
to risk management consideration. The fair value of the investments at
the date of derecognition was HK$23,350,000 and its cumulative loss
on disposal was HK$14,531,000. No equity instruments measured at
fair value through other comprehensive income has been derecognised
during 2019.

23. FINANCIAL ASSETS AT AMORTISED COST

2019 2018

BI%ES Debt securities:
—&BLEm — Listed in Hong Kong 4,531,678 2,019,488
— BB T - Listed outside Hong Kong 6,534,167 3,605,219
—JEET™ - Unlisted 4,598,713 3,521,596

kR - RELE

— P& ERA

BREEBEZAS
—FANFRE
—BERE
—BFHES
—HMERFES

PABEER PR DI BRA & BB B
WBITHBRR DT -

— R RBUT M RERTT

—RNEHRE
—RITREf & BEE

—%
—Hfth

15,664,558 9,146,303

Less: impairment allowance
— Stage 1 (11,533) (4,947)

Total 15,653,025 9,141,356

Included within debt securities are:

— Certificates of deposit held 1,451,302 1,126,132
— Treasury bills 2,225,843 1,941,080
— Government bonds 301,957 528,450
— Other debt securities 11,685,456 5,555,641

15,664,558 9,146,303

Financial assets at amortised cost are
analysed by categories of issuers as

follows:
— Central governments and central

banks 2,527,800 2,464,530
— Public sector entities 75,294 -
— Banks and other financial

institutions 5,954,650 3,998,975
— Corporate entities 7,095,725 2,671,709
— Others 11,089 11,089

15,664,558 9,146,303
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24. BENTARE

24,

INVESTMENT IN AN ASSOCIATE

2019 2018

AR FE
HE

Ok : REERE

Share of net assets

Goodwill

Less: impairment allowances

5,279,152 4,723,974
344,623 344,623

5,623,775 5,068,597

(1,735,000)  (1,448,000)

3,888,775 3,620,597

2019 2018

1A18
VnREMB BN TR & 2R B 9%

At 1 January

3,620,597 4,134,651

Initial application of HKFRS 9 on share

RIEREEE AR of an associate - (259,044)
FEERTR R Share of results, net of tax 701,857 659,708
EIERRFIZ IR E Efh Share of investment revaluation reserve,

net of tax 78,099 84,181
B AR S Dividend received (80,344) (66,546)
(BB R Impairment loss charged (287,000) (633,000)
PEN ZRRHEARE Exchange differences and other

adjustments (144,434) (299,353)
12A31H At 31 December 3,888,775 3,620,597
R2019F K2018F12 A31H ZHtL Nalz X EEE The following is the key information relating to the associate as at 31
B - December 2019 and 2018:

oL R i it B FEXEK Frih =B Dt
£ Place of incorporation Principal Percentage of interest in
Name and operation activities ownership
2019 2018

EERIT([EERIT]) HREE N R A AT
Bank of Chongging (“BOCQ”) People’s Republic of China Banking 14.66% 14.66%
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283



RIFEER R M ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ T JThI%17R) (Expressed in thousands of Hong Kong dollars)

24, BENATRE @) 24. INVESTMENT IN AN ASSOCIATE (continued)
() EERRITZREMKER (@) Selected financial information of BOCQ

BERTZEES2ZE0HA12A318 - HE
20194 22018412 431 A L FEHfE - ANEER
HZE2019F12 318 &2018F12 431 H (L1218
Rz BHmRE B eEERITZESE -

The statutory accounting reference date of BOCQ is 31 December. For
the year ended 31 December 2019 and 2018, the Group included the
results of BOCQ on the basis of financial statements made up to the
12 months to 31 December 2019 and 31 December 2018.

284

20194 20184
12H31H 12A31H
At At
31 December 31 December
2019 2018
ERBITZEEEERABER Selected balance sheet information of
BOCQ
e RERRBITHLER Cash and balances with central banks 35,824,824 37,822,721
PR E AthSR1T I & Rl R Due from other banks and financial
institutions 68,530,009 65,945,642
BEERNER Loans and advances to customers 267,144,967 234,476,730
HiremEE Other financial assets 178,355,749 164,687,198
Hih &z Other assets 10,706,630 9,885,293
BEAG Total assets 560,562,179 512,817,584
FEfTEADSRTT I & Bl Due to other banks and financial institutions 78,452,719 65,006,087
BPER Customer deposits 314,316,390 291,946,068
Hitte@AaE Other financial liabilities 117,860,442 110,430,319
HMEE Other liabilities 6,748,298 6,024,263
BEAE Total liabilities 517,377,849 473,406,737
Bmes Total equity 43,184,330 39,410,847
ik - BET2EER Less: Preferred shares issued (5,490,417) (5,590,036)
Nk S HRERR R Less: Non-controlling interests (1,861,234)  (1,776,950)
LR RS ST Total equity attributable to ordinary
shareholders 35,832,679 32,043,861
ERBITZRRER AT Reconciliation of BOCQ’s total
BRI TR B RERA shareholders’ equity to the carrying
ZEREELERER amount in DSB’s consolidated financial
statements
REIRITEL IR R ERER DSB’s share of total shareholders’ equity 5,254,774 4,699,153
m: BERZHERATERE Add: Goodwill and fair value adjustment at
acquisition 369,001 369,444
1k : FiE Less: Impairment (1,735,000)  (1,448,000)
BREE Carrying amount 3,888,775 3,620,597
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24, BENTRE @)
() EEFRTZREMKEEN @)

24. INVESTMENT IN AN ASSOCIATE (Continued)
(@) Selected financial information of BOCQ (Continued)

BZE12A31ALFE
For the year ended
31 December

2019 2018

BERITZEERRRER Selected income statement information
of BOCQ

LSRN Net interest income 10,030,546 8,136,215
FREERAESHA Net fee and commission income 1,427,103 1,587,948
ERBEER Loan impairment charges (4,100,652)  (4,066,859)
TEREHER Depreciation and amortisation (310,361) (245,387)
FIEZ H Tax expense (1,419,428)  (1,207,629)
FER T Profit for the year 4,903,942 4,522,832
Hitv 2 E W Other comprehensive income 548,202 570,899
KR Total comprehensive income 5,452,144 5,093,731
BEUWNEERITIRE Dividends received from BOCQ 80,344 66,546

(2) REZBENARR2019FEE 2R
=1

MR2019F12A31H « AEEEEERITZKEZ
ATHEBRREEEARLSTE At - AEEFE
HIESEERIT2IRE 2 REEETRE R AT
R EER-

BMEARLHAGFEERBEE(TEREER]) ME
EZEBERTAWNESBNZIRE ZRHE - £
REEDNRBEEEGHEZERRITANRK
RS REEREERITHHMEHRZER
REBEFERZFERRRNAERFEE  EH
RBSREFRRFE - BAREREBEEHEZ
BERE T2 Z RN R T I5EE 2 EERITRA
AT EHE ©

(b) Impairment testing on the investment and impairment
recognised in 2019

At 31 December 2019, the fair value of the Group’s investment in
BOCQ had been below the carrying amount for approximately 6
years. On this basis, the Group continues to perform an impairment
test on the carrying amount of the investment in BOCQ to assess the

recoverable amount.

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.
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24, BENTRE @)

(2) BEZRERRRA2019FERE ZH
B (@)

ETERABEAEASHZREZATRE SR
B AREEZRAMAHEBRAREEMSEMIE
ERRNERFEEREEZIZ2BEE - HED
AEHAR M BB EIRTT 2 RAIE N R H TR
EERRITAREABAZPHREHMERE
EHEEBRTZARRERETFEERER
ERHE -

RIEEH Z=2018F 12 A31 H 2 AR #ETT Z 51 -
Kt EBRZERABERZEMBEEBREZG
BERREMEEZIRESFEDAERREE -
£ 7 521,448,000,000% 7T 2 25T R EET 1R ° A
EEF2019F 12 A31 B Z kR 17 & FRE A
o RRLHAECREARR DK ETER
ERNRE Z2018F 12 A31 H 2 2R ERT 12
1,448,000,000/8 TT.1& < BREIE - KA BERE S
#$287,000,000%5 7T © It -+ 20195 FE#ER
FTYE R (B 7 #5287,000,000/8 LA K AL E 2 B
{E23,889,000,000/5 7T °

SEARHMBITZEAR B RWEAEZREZ
REBAEF - HEARFBTREEERITZREIRE
BRob o MEZIEEEF SN m N PR IR E KA
21,213,000,000/8 7T * #ZKE ZBERTZEKR
HRIT 2 BAFTRILE -

24. INVESTMENT IN AN ASSOCIATE (Continued)

(b) Impairment testing on the investment and impairment
recognised in 2019 (Continued)

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

Based on the assessment conducted for the position up to 31
December 2018, the recoverable amount, as determined by the
VIU calculation and after considering all relevant factors and
valuation assumptions, was remained below the carrying amount,
and a cumulative impairment charge at HK$1,448 million had been
recognised. The latest impairment test performed by the Group for
the position as at 31 December 2019 concludes that the recoverable
amount, based on the VIU calculation, is assessed as lower than the
carrying amount, after deducting the cumulative impairment allowance
made up to 31 December 2018 of HK$1,448 million, by HK$287
million. As a result, an additional impairment charge of HK$287
million was recognised in the year of 2019 to reduce the value of the
investment to HK$3,889 million.

The calculation of DSB’s capital adequacy does not include the
retained earnings from the Investment, except for BOCQ cash dividend
received by DSB. Provided that the Investment continues to be held
at or above the original cost of the investment of HK$1,213 million,
impairment made on the Investment does not affect DSB’s capital
adequacy.
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25. HEEZHEBRE 25. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES
2019 2018
JE LT © A Unlisted shares, at cost 20,000 20,000
FEMEU R R Share of post-acquisition reserves 76,363 67,691
96,363 87,691
R20194F 201812 A31 A Ay £ R 4= 62 0 The following are the jointly controlled entities as at 31 December 2019
T and 2018:
hEEERE
ZEDLH
Percentage
i it 26 FTEERRQE I of effective
Z1E Place of Principal activities and interest in
Name incorporation place of operation ownership
REHER B R A A i REER - BB
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
REMEEAR AR i BERER - B
Bank Consortium Trust Company Limited Hong Kong Mandatory provident fund business, 13.333%
Hong Kong
RIS RER AR &6 RERER - B
BCT Financial Limited Hong Kong Mandatory provident fund business, 13.333%
Hong Kong
ANEFEERBITRER AT 2z BB A TK The Group’s interest in Bank Consortium Holding Limited is held by
FERT1THEEA - MEF = tAE AT RIEHESRA DSB, a subsidiary of the Company. Bank Consortium Trust Company
BB AT JyREIEIR AR AT 22 EMB AT © Limited and BCT Financial Limited are the wholly owned subsidiaries

of Bank Consortium Holding Limited.
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26. FIEBLA

R2019F12A831H » AR B ZMBERARMAT :

26. SUBSIDIARIES

The following is a list of the Company’s subsidiaries as at 31 December

2019:
PR B 2L
Percentage of BRFEBERRE
shares held Particulars of
NGRS TEEHK Eaiiisich ] B el issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
RETRITAER AR RT BB
Dah Sing Bank, Limited Banking Hong Kong 100% - HK$6,200,000,000
LBH(1931)BR AR mEE 5
MEVAS (1931) Limited Inactive Hong Kong 100% — HK$400,000,000
R BARLE mEX 5
Dah Sing Finance Limited Inactive Hong Kong 100% - HK$25,000,000
REZER REELHSE
South Development Limited Investment holding British Virgin Islands 100% = US$1
REZER BRE
D.A.H. Holdings Limited Investment holding Bermuda 75.5% - US$1,000,000
RARIT(RE)BRAR BT FEE AR HAE
Dah Sing Bank (China) Limited Banking People’s Republic of China = 100% RMB1,200,000,000
RPIEERITRO AR AR AT P
Banco Comercial de Macau, S.A. Banking Macau - 100% MOP225,000,000
ANBRAERARRE | e
Dah Sing Computer Systems Limited Inactive Hong Kong - 100% HK$20
RETREER AR AR R4 e
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong = 100% HK$200,000
AAEEAERAR] (EING7S e
Dah Sing Nominees Limited Nominee services Hong Kong = 100% HK$100,000
REZR BB
Dah Sing Properties Limited Investment holding Hong Kong - 100% HK$9,998
REER e
DSB BCM (1) Limited Investment holding Hong Kong = 100% HK$1
REER i
DSB BCM (2) Limited Investment holding Hong Kong - 100% HK$1
RFTEH AR EHFER e
Dah Sing Securities Limited Securities dealing Hong Kong - 100% HK$10,000,000
mEE o
MEVAS Nominees Limited Inactive Hong Kong - 100% HK$50,000
MERE ERELHS
CWL Prosper Limited Property investment British Virgin Islands - 100% US$1
RRENH(EE)BRARF mE% B
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 100% HK$450,000,000
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26. MiEBQE @)

26. SUBSIDIARIES (Continued)

FriERBBE DL
Percentage of BRFLERRAS
shares held Particulars of
NGRS FEER =X i1t 26 BE B issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
ZEIBERAR & BB
OK Finance Limited Money lending Hong Kong - 100% HK$1,000
HEREERAT MERE BB
Vanishing Border Investment Services Property investment Hong Kong = 100% HK$20
Limited
MEKRE REELHS
Wise Measure Limited Property investment British Virgin Islands = 100% US$1
WERE RERUHS
Reliable Associates Limited Property investment British Virgin Islands - 100% US$1
mEX BERS
D.A.H. Hambros (Channel Islands) Limited Inactive Guernsey - 75.5% US$15,000
(RRBFEHET)
(In member’s voluntary liquidation)
HNBEEERAR mEX BB
Modern World Holdings Limited Inactive Hong Kong 100% - HK$1
HNEEERRAR BEX BB
Modern Bright Hong Kong Limited Inactive Hong Kong 100% = HK$1
MEKRE RBELHS
Talent Union Holding Limited Property investment British Virgin Islands = 100% Us$2
MERE RERUHS
Well Idea Enterprises Limited Property investment British Virgin Islands 100% - US$1

BARFIRITERDFRARBRARSIN » Eulpr
B R RIS RN R RS AH T EE LASME 75 T A
3 HEHEEREEMA Z AR FIRAHELL o

BRAFTIRIT (R ARARF - BFIRERITARD
A BR A 7 + D.AH. Hambros (Channel Islands)
Limited & = 2t 51 B3 72 25 78 LA SN G A SZ #9227
N HRARIEHERBKE -

AFTERTT () AR A A R2008F7 AEH R R
HEEAR S - EARE A EE A R LM B 2 0548 sl
BIERAR|(EREAE  BESRMZLER
&) o

Except for Dah Sing Bank, Limited which is a public limited company,
all the above companies are private companies, or, if incorporated
outside Hong Kong, have substantially the same characteristics as a
Hong Kong incorporated private company.

Except for Dah Sing Bank (China) Limited, Banco Comercial de Macau,
S.A., D.A.H. Hambros (Channel Islands) Limited and companies
incorporated outside Hong Kong specified above, all other companies
operate in Hong Kong.

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company” (solely funded
by Taiwan, Hong Kong or Macau corporate body) under the laws of
the People’s Republic of China.
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27. BERENEE

27. GOODWILL AND INTANGIBLE ASSETS

BOER  EFBE
&t BREE  BREE
BV EE Core  Customer [k
%  Contract deposit relationship Trade EE
Goodwill intangibles intangibles intangibles name Total
BN Cost
20191 A1H K At 1 January 2019 and
2019412 A31H 31 December 2019 811,690 26,499 80,583 40,777 58,252 1,017,801
EG ViV 3 Accumulated impairment/
amortisation
20191 A1E K At 1 January 2019 and
201912 A31H 31 December 2019 - 26,499 80,583 40,777 - 147,859
REE Carrying value
2019%12831H At 31 December 2019 811,690 - - - 58,252 869,942
BOER  BPBIE
54 EREE - EBREE
BRAE Core  Customer 5
P Contract deposit  relationship Trade B
Goodwill intangibles intangibles intangibles name Total
B AR Cost
201851 A1H K At 1 January 2018 and
2018512 H31H 31 December 2018 811,690 26,499 80,583 40,777 58,252 1,017,801
2FER(E,EH Accumulated impairment/
amortisation
2018F1A1H K& At 1 January 2018 and
2018412 A31H 31 December 2018 - 26,499 80,583 40,777 - 147,859
HREE Carrying value
201812 A31H At 31 December 2018 811,690 - - - 58,252 869,942

BEREAHRZEBEVEERRALD RUERRE
FRGETLEERARERREZENFEE125
ZARFEREE - AR AEERBRYESFA
AERERIE MARAINGR RIERER IR

o

HEDOREERENLERRERE —BOEBKD
BERAZRSELBM([REELEM]) - &
BHRBMEZFNMT

Intangible assets of finite life include contract intangibles, core deposit
intangibles and customer relationship intangibles, and are amortised
over their useful life ranging from 5 to 12 years using a diminishing
balance method. Trade name is carried as an asset of indefinite life
and is tested annually for impairment losses. It is carried at cost less
accumulated impairment loss.

Goodwill is allocated to the Group’s cash-generating units (“CGU”)
identified according to business segments in line with the internal
management reporting structure. A summary of goodwill allocation is
presented below.
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27. BEREFEEE®

27. GOODWILL AND INTANGIBLE ASSETS (Continued)

2019412431 H % 2018F12H31H
At 31 December 2019 and 31 December 2018

BERIT B ASRIT EIMRAT
Commercial Personal Overseas S5t
Banking Banking Banking Total
B Hong Kong 196,478 122,189 - 318,667
JEPY Macau - - 493,023 493,023
196,478 122,189 493,023 811,690

HEASFERENG BRBTEZFHE
EMEEZHSELEMADIRSEE - &t EE
FAEEEEREABMGS « 6FF &2 TEAIER
S KERBASFIRREANEEFERER
2% HERIFEEF B EKR - Z5F T ElmEEEE
ABEREUBBRCELEBN 2 EBRZES
FATE RIS B N BB AEIE R 2 AT PR 6l o FTFE A
Z AR R THEERANE B 2 B AR A e F
10.1%(20184F : 11.3%) °

SR EETZRERA T ERA2RBREESR
52 3% iRl B E R UAR B8 2 A
B AR E FIERFE2%HORFE5F AR EKIE © F
FEF 2 BR3R = 510.1% (20184F : 11.3% ) JhjE &
RAEE 2 EARRAIEFHE -

AFERYEERDERAR 2 REEE(2018
FE)

Impairment testing in respect of goodwill is performed annually by
comparing the recoverable amount of CGU determined based on value
in use calculation. The calculations use cash flow projections prepared
by the Senior Management based on a 5-year business plan, taking
into account projected annual growth rate, and in perpetuity with 2%
constant growth rate after the fifth year. The 5-year business plan
was developed by the Senior Management based on their evaluation
of the businesses of the relevant CGU and the conditions in which
such businesses will operate over the projected period. The discount
rate used is based on the Group’s weighted average cost of capital at
10.1% (2018: 11.3%).

For trade name, impairment testing is performed annually using pre-
tax royalty rate of 3% with reference to similar business transactions,
projected revenue in the medium-term plan, and in perpetuity with 2%
constant growth rate after the fifth year. The discount rate of 10.1%
(2018: 11.3%) used is based on the Group’s weighted average cost of
capital.

No impairment losses on goodwill and trade name were identified in
the year (2018: Nil).
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28. W% 5 B[/ RRME
() TERHMEEEE

28. PROPERTY, PLANT AND EQUIPMENT

(@) Premises and other fixed assets

FH
RERAE
Furniture,
equipment
TE and motor a5
Premises vehicles Total
HZE2018F12 31 HILFE Year ended 31 December 2018
FYEREFE Opening net book amount 1,629,184 424,373 2,053,557
iz Additions - 173,833 173,833
& Disposals = (2,066) (2,066)
FES L (1) Depreciation charge (Note 11) (47,209) (128,461) (175,670)
EHER Exchange difference (5,910) (3,726) (9,636)
FAREmFE Closing net book amount 1,576,065 463,953 2,040,018
201812 H31H At 31 December 2018
[B%N Cost 2,003,225 1,155,723 3,158,948
ZIEE Accumulated depreciation (427,160) (691,770)  (1,118,930)
BREFE Net book amount 1,576,065 463,953 2,040,018
HZE2019F12A31HLEEE Year ended 31 December 2019
FYHREFE Opening net book amount 1,576,065 463,953 2,040,018
FTig Additions - 101,593 101,593
HE Disposals - (7,495) (7,495)
PrES H (fHEE11) Depreciation charge (Note 11) (51,671) (136,435) (188,106)
EHER Exchange difference (1,981) (1,289) (3,270)
FRIRAFE Closing net book amount 1,522,413 420,327 1,942,740
2019%12H31H At 31 December 2019
XA Cost 2,000,986 1,129,842 3,130,828
2ENE Accumulated depreciation (478,573) (709,515)  (1,188,088)
BREF{E Net book amount 1,522,413 420,327 1,942,740
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28. M  B/WERFE@®
(B) TERHMBEEEE@®

28. PROPERTY, PLANT AND EQUIPMENT (Continued)

(@) Premises and other fixed assets (Continued)

TEZE@DFERRE The net book value of premises comprises:
2019 2018
Gichi=pil Leaseholds
BB 2R EEL Held in Hong Kong on medium-term
(TE102504F 2 ) lease (between 10-50 years) 1,139,734 1,178,811
BB LAINEFE 2 H B A Held outside Hong Kong on medium-
(FE10ZE505 2 ) term lease (between 10-50 years) 382,679 397,254
1,522,413 1,576,065
() & (b) Leases

BEMT AR BIE R AR A ZHEREEH -

() FERRUBRIERZLH

MIBHARKAEAEE 2 2 BIIRAT

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

(i) Amounts recognised in the statement of financial
position

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

20194 20194
12A31H 1A1H
As at As at
MizE 31 December 1 January
Note 2019 2019
EREEE Right-of-use assets
ES Properties 21 413,967 522,831
HEAE Lease liabilities
(BfEEHMRE RER) (included in other accounts and
accruals) 431,600 537,278
WI9FHHFEANHMECAEEER Additions to the right-of-use assets during the 2019 financial

72,647,000/ 7T °

year were HK$72,647,000.
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28. Y% B/MRFHE® 28. PROPERTY, PLANT AND EQUIPMENT (Continued)
(2) HE@m (b) Leases (Continued)
(i) RNz HEE (i) Amounts recognised in the income statement
WEHBEANEBHEE 2 £%5RT ¢ The income statement shows the following amounts relating to
leases:
k=3
Note 2019
EREEEZITESH Depreciation charge of right-of-use assets
UES Properties 11 180,282

MEXH(BRENEXH-BEAE)

BFREHEEEEEEEZ
(BRAETEREMEEEES L
TRERE)

209FAEMESE 2R ML BER
190,398,000/ 7T

(iii) 5B HETE R

AEBBEREYE - HEAR—R/1F
EOF 7 [El F HAMR B AT REFM A5 4R T 51l (iv) Bt
ZIERIEZHE -

MERRERIEABEREEZHHEZ TR
R - REEARAREZ BEZHE
iz - HES R RIMEMRE) - 78
EZBEEBGFRTRENERE g EREER
1 o

(iv) ZERRAILEERE

RERKIDEEEBBREARERITZET
MERER - AKBEEENSEFERZ
BEMS @ EAZEHITEHELERE
A RZBUISE CER R IDREFRRR]
RAEREMIER BEAITHRE ©

Interest expense (included in interest expense —

lease liabilities) 7 13,486
Expense relating to short-term leases and low-value

assets (included in premises and other fixed assets

expenses, excluding depreciation) 11 7,918

The total cash outflow for leases in 2019 was HK$190,398,000.

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

The Group leases various properties. Rental contracts are
typically made for fixed periods of 1 year to 9 years, but may
have extension options as described in (iv) below.

Lease terms are negotiated on an individual basis and contain
a wide range of different terms and conditions. The lease
agreements do not impose any covenants other than the security
interests in the leased assets that are held by the lessor. Leased
assets may not be used as security for borrowing purposes.

(iv) Extension and termination options

Extension and termination options are included in a number of
property leases across the Group. These are used to maximise
operational flexibility in terms of managing the assets used in the
Group’s operations. The majority of extension and termination
options held are exercisable only by the Group and not by the
respective lessor.
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29. REWE 29. INVESTMENT PROPERTIES
2019 2018
1H1H At 1 January 1,236,928 1,179,440
BHEATFAEEE) W Fair value (losses)/gains on revaluation (28,289) 57,488
12H31H At 31 December 1,208,639 1,236,928
MERFE 2 EEERRETR Unrealised gains or losses recognised
EHERZ REHR W EE in income statement relating to those
assets held at the end of the year
—AHAE(ER), M — Fair value (losses)/gains (28,289) 57,488
KB REFERE The net book value of investment properties comprises:
2019 2018
Gishi=pid Leaseholds
BB Z R EEL Held in Hong Kong on medium-term
(FE10ZE505 2 ) lease (between 10-50 years) 1,073,386 1,099,586
BB LAINEFE 2 H B A Held outside Hong Kong on medium-
(FE10E50%F 2 ) term lease (between 10-50 years) 135,253 137,342
1,208,639 1,236,928
HEREYE S NEE Fair value measurement of investment properties

AEE 20194 &2018F12 A31 H AR EWER
BEET T B o T RB L EERSTAIER
FE—RNFRAENR(HEREEER)BRA R A
REBRTPBEBEAZZEYHERE KT
CRF)ERRBAMMNRPIZIEEMEREREL
BHESWMARBEEELTEARTLRE ZEUY
SEH T HARK A A SR IRAEAT ©

MSEEAMFE ZGEER  HEFBMBRE
LZRB1IPFA A FEFEIF A TFEEE B K
EEtARTSRHEENS Z&x= MEENYER

The Group’s investment properties were last revalued at 31 December
2019 and 2018 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.

The basis of the valuation of property was market value which is
consistent with the definition of fair value under HKFRS 13 “Fair Value
Measurement” and takes into account the highest and best use of the
property from the perspective of market participants.
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29. REWEm)
STEREVMEZAFE@®
KEMENKRIG AR 2 8RB REER A
AEATE EESEEWRATABBMIEHE
ERIF1GFUAFEAE2)F A FESHAEIR
I o

o0

ETEREMENEER HR—BEXZREA
KERERE - R RENEZNEFHRNRE
EBFEERHEEEMNER  IREZEBRNTE
75 9R1,85075 7T (20184 : 1,880/ L) 2 FF 5
IR127,650/5 7T (20184F : 136,000/87T) - $HEE
ERNTREERREME L AFEFZEE
FEBDLLRIRY - RZ TN ©

NRAREEELTEBEAFEZIREDE -
BRAZERBFRARBEELCREERBZEY
EZXHBEAERERWAZBNETT - AFER
EEMSESKIEABRAER - Bhi5RaERKE
HREARR °

WARBEEECIDETATBE 2 BUE

fhER %

Valuation technique(s)

29. INVESTMENT PROPERTIES (Continued)

Fair value measurement of investment properties (Continued)

Investment properties are measured at fair value using valuation
techniques with significant unobservable inputs which are classified
as Level 3 under the fair value hierarchy as defined in HKFRS 13, “Fair
value measurement”.

One of the key inputs used in valuing the investment properties was
the unit sale rate taking into account of time, location, and individual
factors such as size and levels of buildings, which ranged from
HK$1,850 (2018: HK$1,880) to HK$127,650 (2018: HK$136,000) per
square foot. A decrease in unit sale rate would result in decrease in
fair value measurement of the investment properties by the same
percentage and vice versa.

For investment properties of which the fair value is determined using
the income capitalisation approach, the assessment is conducted
on the basis of capitalisation of net incomes with due allowance
for outgoings and reversionary income potential. The fair value
measurement is positively correlated to the market rental and inversely
correlated to the market yields.

Unobservable inputs on income capitalisation approach:

TABE BB £

Unobservable input(s) Range

REME

Investment properties

approach

WARBEELTTE

Income capitalisation

Ml =x 1.95%%2.80%
(1B =) (20184 : 1.85%%3.5%)
Market yields 1.95% to 2.80%

(reversionary yield) (2018: 1.85% to 3.5%)

Lk ziikn BT HR6675TE1067 T
(20184 : FFHRI4BEITLE108%7T)

HK$66 to HK$106 per square foot
(2018: HK$34 to HK$108 square foot)

Market rental

30. HWEE 30. OTHER ASSETS
2019 2018
FEWRIE RIENIE B Accounts receivable and prepayments 3,989,564 2,611,805
FEETULA Accrued income 1,099,930 1,033,249
Hfh Others 231,787 180,335
5,321,281 3,825,389
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31. HEEERABHNARE

31. TRADING LIABILITIES

2019 2018
THEREER KB EES Short sales of treasury bills and

treasury bonds 5,516,558 5,758,954

3. BEEN% 32. DEPOSITS FROM CUSTOMERS
2019 2018
V& BT R R R AF 5K Demand deposits and current accounts 40,781,038 37,501,025
HEFER Savings deposits 33,076,969 28,626,731
TEH - BAREHRER Time, call and notice deposits 108,770,799 106,839,093
182,628,806 172,966,849

EEFO&#BESWIFIEADERBET A #H
AJE 7 48 & 2 17 7710,136,00075 7T (2018 4F
4,708,000/87T) ©

BRES - BAMRERTFHRIN -
EREREFR

FBEMEFFR

33. EBRITHERE

Included in customer accounts were deposits of HK$10,136,000 (2018:

HK$4,708,000) held as collateral for irrevocable commitments under

import letters of credit.

Other than time, call and notice deposits, all other customer deposits

carry variable interest rates.

33. CERTIFICATES OF DEPOSIT ISSUED

2019 2018

RE R R R g T A AT R At fair value under fair value hedge
(for hedging interest rate risk) 4,911,274 4,422,293
TRE AR AT BR At amortised cost 1,839,551 2,112,783
6,750,825 6,535,076

2019 R2018F 1 + AEEARAR IR
E A BT REANA T B ALED
SEAEE °

NEBENECETFREDHEIZENEMNN
SRR A P72 BRE{E = 6,000,000/%5 7T (2018
£ : 518,000,000/ 7T) °

During 2019 and 2018, the Group did not designate on initial

recognition any certificates of deposit issued at fair value through profit

or loss.

The amount that the Group would be contractually required to pay at

maturity to the holders of these certificates of deposit is HK$6 million

higher (2018: HK$13 million higher) than the above carrying amount.
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34. BEEK 34. SUBORDINATED NOTES
2019 2018
REDRF RS T A FESR At fair value under fair value hedge
(for hedging interest rate risk):
225,000,000 37T/ 20204F 21| B f) US$225,000,000 Subordinated Fixed
EEBEEEGE(R)) Rate Notes due 2020 (Note (a)) 1,755,635 1,782,046
225,000,000 ZE7T720244F EI| EfAY US$225,000,000 Subordinated Fixed
EEREERGEE(Z)) Rate Notes due 2024 (Note (b)) - 1,760,547
250,000,000 3 7T420264F EI| HAKY US$250,000,000 Subordinated Fixed
ELBERBEGE(R)) Rate Notes due 2026 (Note (c)) 1,946,445 1,906,489
225,000,000 7T 7420294 ZI| B &) US$225,000,000 Subordinated Fixed
EEREEEGE(T)) Rate Notes due 2029 (Note (d)) 1,808,101 -

R2019F &2018F N + ANEE R B R YA R
EEEMBEGEEABARNFENEAEEH A

1825

T

() W R#FHBPTR2010F2 /11 B &7
225,000,000 T FT I R 5 AT ([ #F2F7 1)
EHWHAREAMME RN ESRERH([E
#%1) o FBA6.625% + FEFNBE—IK o K¥
$RITINE B — BBRERAT T S A RIS HI B KIS (B TS
REEFI SRR A UETRITRERE AR
FEF BT o LEEKEE B A£2020562 A 11
B KERITEENDIEA R 2 SEE -

(Z) W R#FBITR201451 52918 %17 2
225,000,000 T EE BB AR ZMBER A A
(TBEBXRSZAT]) LT RFEEBERR TR
EABREAMIOFHE S BREEH(TEHK])
(7BEFEBCRITE(ER)HRDZIER) o
ESEHI B 520241 29 « KFIBITERIE
ZIEREIE H2019F1 290 2 2EE -

5,510,181 5,449,082

During 2019 and 2018, the Group did not designate on initial

recognition any subordinated notes at fair value through profit or loss.

Note:

(0)

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

This represents US$225,000,000 Basel |Il compliant 10-year
Subordinated Fixed Rate Notes qualifying as Tier 2 capital of DSB (subject
to the provisions of the Banking (Capital) Rules of Hong Kong) issued on
29 January 2014 (the “Notes”), which were listed on The Stock Exchange
of Hong Kong Limited (“SEHK”). The Notes had a maturity date falling
on 29 January 2024 and had been fully repaid by DSB on the optional
redemption date of 29 January 2019.
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34.

AT

(T)

#EEXK @

(%)

It T K SR 1T R 2016 F 11 A 30 A & 17 2
250,000,000 TTEBBER FT LM EFEEE
RIBENTHREA=—REARKNI10FHESRE
&R ([EH D (BBTFEB(RITE(BEAR)RADZ
163  WEERKMN2026511 A308 FH - &
EMEE R A20215411 5308 - AZETAEHE
EMEER £8/5425% BEEME—K-
Hig  fMESRERBHEEEAER  FENF
BEEFAERSFHEBREERES S ENMN2552
F o BREBBBERELIE - KFRITAILA
EEEEBER A GEHD)ER - RFFRITME
B3 — PR SR 1T 5T S FI| 5 B 408 B 75 60 [E 52 A
BEBAAETTRITRZER S AERAZEF
(e

It Jh K i8R 1T R 2019 F1 A 15 B & 17 2
225,000,000 TTEBBR ST LM EFEEE
RIBENTHREA—REAKNI10FHESRE
B ([ &) (ERETFEBRITEER)RAD
ZIER) o I EEHAF20291 158 FHf -
RIEEIEEH 520245618158 - AETHEHR
REMHEER  FEA%  BEFME—R-
Hig  fESRERBHEEEAER  FENF
BEEIAERSFHEREERS S ENMN2552
F o BREBBBCERELIE - KFRITAILA
EEEEBER A GED)ER - RFFRITME
B3 — BB SR 1T 5T S FI| 5 B 408 B 75 B0 [ 5 A
BIBRARETTRITRZER S AR ZEF S
(e

AEBENSREEFIPENEZEANEND S
£R8 DA _F P4l 2 BR (B 1£.59,000,0007% 7T (2018
F : 532,000,000/ 7T) °

34. SUBORDINATED NOTES (Continued)

Note: (Continued)

©

(@)

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

This represents US$225,000,000 Basel Il 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$59 million

lower (2018: HK$32 million higher) than the above carrying amount.
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35. IREIEFIIE

ELXERREERBBENHERIEREBRIERITHE

B[R — IS B A B D A ETT - HIHZ &5

35. DEFERRED INCOME TAX

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current income tax assets against
current income tax liabilities and when the deferred income taxes

T~ relate to the same fiscal authority. The offset amounts are as follows:
2019 2018

EREIREE Deferred income tax assets 115,216 154,354

EREBIRAE Deferred income tax liabilities (20,559) (20,774)

EEVREERBBEREBERER ZHABER R
Bl S 2 FaET B E DT

Deferred income tax assets and liabilities analysed based on the
underlying category of temporary differences and the expected date of
recovery and settlement are as follows:

2019 2018
RAEFIIR B EE ¢ Deferred income tax assets:
—AJ7E12 & B YR 2 IREF A E = — Deferred income tax assets
to be recovered after more than
12 months 257,858 251,288
FERIEBE ¢ Deferred income tax liabilities:
—EE12 [ ARERZELEHERE — Deferred income tax liabilities
to be settled after more than
12 months (163,201) (117,708)
94,657 133,580
EEFIIERR B A8 T - The gross movement on the deferred income tax account is as follows:
2019 2018
1A1H At 1 January 133,580 (8,259)
195 e A BB ISR S 42 R Changes on initial application
289 5 2 & of HKFRS 9 - 74,501
RURESBR AT BRI () Tax credited/(charged) to the income
(FHE15) statement (Note 15) 14,940 (1,698)
iR NFIIE (S ), /B (Fi7E39) Tax (charged)/credited to equity
(Note 39) (52,294) 73,272
fERER Exchange difference (1,569) (4,236)
12H31H At 31 December 94,657 133,580
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35. IRFERIIE @)

EEHBREERBBERAFEZEE  TRER
MRBUEEERE T BT

35. DEFERRED INCOME TAX (Continued)

The movement in deferred income tax assets and liabilities during the
year, without taking into consideration the offsetting of balances within
the same tax jurisdiction, is as follows:

BELEBIEEE : Deferred income tax assets:
RE
EEREE B
Impairment REAM
allowances Deferred
and expenses E
provisions  and others Total
20181 H1H At 1 January 2018 198,385 57,367 255,752
PURESBR MBI () Credited/(charged) to the income statement 2,920 (3,148) (228)
N ER Exchange difference (2,661) (1,575) (4,236)
201812 H31H X%20191H1H At 31 December 2018 and 1 January 2019 198,644 52,644 251,288
Rz ERA (), /B (Charged)/credited to the income statement (997) 9,136 8,139
N ER Exchange difference (860) (709) (1,569)
2019%12831H At 31 December 2019 196,787 61,071 257,858
BEERIBEERE : Deferred income tax liabilities:
EBHINE REWEEM
Accelerated Investment REEM
BE tax properties  Investment a5
Provisions depreciation revaluation revaluation Total
20181 H1H At 1 January 2018 12,776 89,252 7,740 79,742 189,510
Rz R A Charged/(credited) to the
(B income statement 1,860 1,236 259 (1,885) 1,470
e 2 AR A B 4% Credited to equity - - - (73,272) (73,272)
2018F12HA31H & At 31 December 2018 and
20191 A1H 1 January 2019 14,636 90,488 7,999 4,585 117,708
RS ERA Charged/(credited) to the
S/ ([EHE) income statement 207 (6,611) (397) - (6,801)
R AR A o] 5 Credited to equity - - - 52,294 52,294
2019%12H31H At 31 December 2019 14,843 83,877 7,602 56,879 163,201
301
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35. IRIEFIIE @)
TNt T ERRRERRBRA (), /B8 2 EERIE

35. DEFERRED INCOME TAX (Continued)

The deferred income tax (charged)/credited to equity during the year is
as follows:

2019 2018
IR 2 N TERE Fair value reserves in shareholders’
equity:
— AT EF =B EEEA — financial assets at fair value through
Htn 2wk am & g a E (HE39) other comprehensive income
(Note 39) (52,294) 73,273

36. EEKEAQ T AR

A BN S W B EIE SR R B2 7 — R
SR TR PFTEL 2 EHHFINT

36. BALANCES WITH GROUP COMPANIES

Included in the consolidated statement of financial position captions
are balances with group companies arising from transactions
conducted on normal commercial terms:

2019 2018
EEb ol NI -2 Balances from the holding company
FHEERREMEKRE Advances and other accounts 573 563
EYSVES Deposits from customers 115,294 48,712
EMER B kTELR Other accounts and accruals 56 73
R R B AR 2 ek Balances from fellow subsidiaries
FEERREMKRE Advances and other accounts 6,882 5,389
EYSVES /| Deposits from customers 398,215 508,376
HAihBR B KIER Other accounts and accruals 3,048 784
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37. FAREBRARE
() BAXARE

R12A31BERB RN KRIREER 2 BEE KiE
AEIEBE 2 ERFLEMT

37. CONTINGENT LIABILITIES AND COMMITMENTS
(@) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed assets
as at 31 December but not yet incurred is as follows:

2019 2018

EROBERERERZHAX

(2) FEESE

AEBEERBERIIMFERETEFZERIA
BREBEREEERBRINESEENT

Expenditure contracted but
not provided for 147,096 89,469

(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:

EHLE
Contract amount
2019 2018
HEEREREM Direct credit substitutes 563,882 604,991
HRAX S ER 2 SR IE B Transaction-related contingencies 527,442 507,169
HIEE 2 MR < SR IE B Trade-related contingencies 967,813 966,996
A EAEUE M N AETR SR @A 2 e Commitments that are unconditionally
cancellable without prior notice 74,428,118 71,049,928
HAbAE - ARANERA Other commitments with an original
maturity of:
— DR E — under 1 year 3,999,906 3,093,217
—1FE R E — 1 year and over 758,023 621,803
81,245,184 76,844,104
EERRIEREE
Credit risk
weighted amount
2019 2018
A BB SR Contingent liabilities and commitments 1,794,624 1,548,583
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37. FREBEBERAE®@

(R) EFERZEE

NI RANEBEINEESEHREFNEE K
MZHFABMERGEESERIIINERESE
BE5

37. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)
(c) Assets pledged

Exchange Fund debts pledged with the HKMA to facilitate the Group’s
trading and market-making activities in Exchange Fund debts are as

follows:

2019 2018
ERGEEESERNEE Assets pledged with HKMA:
FHEEBERBRNES Trading securities 2,635,000 3,718,420
AAFERTE B EZ A Financial assets at fair value through
EmemEl e & E other comprehensive income 1,279,155 1,416,143
3,914,155 5,134,563
HABE : Associated liabilities:
FIEEBERAZNEE Trading liabilities 5,516,558 5,758,954

TRTIBREEGRER TS RME 2
BHE S R ERAEE 2 RE(E

The carrying amounts of the non-government bonds pledged with
unrelated financial institutions under repurchase agreements and the
associated liabilities are as follows:

2019 2018
EfE Rz N EREE ¢ Assets pledged under repurchase
agreements:
FHEBERBNES Trading securities 65,451 500,000
A ERTE B EZEHETA Financial assets at fair value through
HEip2mWEmE mEE other comprehensive income 620,552 1,676,716
VABEERAG AN DI BR Y 2 R & B Financial assets at amortised cost - 469,964
686,003 2,646,680
HABE : Associated liabilities:
RITEX Deposits from banks 371,153 1,995,696
HAAR B RIAR Other accounts and accruals 300,000 500,000
671,153 2,495,696

EIfEwE N EFREARAAENREERER
FERE °

REBHERA - ARETEER - HEHIER
NEES  THHBR 2EFNEITANEER

)
7N

The carrying amounts of the securities under repurchase agreements
and the associated liabilities are approximately their fair values.

The Group cannot use, sell or pledge the above securities for the
duration of the repurchase agreements and is exposed to the credit
risk of the issuers of the transferred securities.
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37. FREBEBERAE®

(T) EEHEEAE

IAKEZ ARREEA - BTABUEMELE
HEMR AR EW 2 SAERE [ F AR T

37. 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:

2019 2018

1EELAR Within 1 year 24,891 26,228
15224 Between 1 and 2 years 5,186 18,309
2ZE3F Between 2 and 3 years 2,253 2,582
32,330 47,119

AN - REBEAAFA 0 B142019F12831H
R ETHARABRZAE - ZZEHEmES
ZHENFEFEE T /435,610,000 7T °

2018512 A318  ANEBERIRIEEB @54
BISB175R D AKEHEZE THEZARA -
BZETARHZEEREMRARAEL N2 &
KA S48 % 51,293,536,000/8 7T °

AEBBERLESEN 2 F A VIR EABT B
BIRELERIE165E - BEZ A - AEEFAER
2019F1 AR 2 VRGN EREEZEHE
ZHEBEEE2.1(F)1) - B2019F1A1H
B RRHEERFIRBRE M FE2.21 2 BUR R B
BIRRRABIEE ik B RFER ITE THRRA
HEEE AHRASEZRRBENRZFBER
BiEES.4.2 B FE ©

In addition, the Group has, as a lessee, entered into a number of
leases as at 31 December 2019 that have not yet commenced. The
aggregate lease payments payable under these leases amount to
HK$435,610,000.

As at 31 December 2018, the Group was the lessee in respect of a
number of properties which were classified as operating leases under
HKAS 17. The future minimum lease payments payable under those
operating leases which were non-cancellable were HK$1,293,536,000.

The Group has initially applied HKFRS 16 using the modified
retrospective approach. Under this approach, the Group adjusted
the opening balances at 1 January 2019 to recognise lease liabilities
relating to these leases (Note 2.1(a)(1)). From 1 January 2019 onwards,
future lease payments are recognised as lease liabilities included in
other accounts and accruals in the statement of financial position
in accordance with the policies set out in Note 2.21, and the details
regarding the Group’s future lease payments are disclosed in Note
3.4.2.
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38. WA 38. SHARE CAPITAL
2019 2018
e Z RE R
Number Share Number Share
EER CBROTRARKRAE Ordinary shares, issued and fully paid: of shares capital of shares capital
1A1H At 1 January 1,405,689,820 6,893,494  1,403,841,211 6,873,813
AT RRE LTI Issue of shares upon exercise of
(BE RN 1ERER share options (with transfer from
2 ) share-based compensation
reserve) 62,312 944 1,848,609 19,681
12A31H At 31 December 1,405,752,132 6,894,438  1,405,689,820 6,893,494
RN A AR 2004456 A 12 B H A RBAR T Pursuant to the Company’s Share Option Scheme adopted on 12
E([ZERKRETE])  BZERRETEE June 2004 (the “Old Scheme”), 97 (2018: 97) options to subscribe for
TTLAZR - 9719 (20184F : 9710 ) R AR B 14,356,991 shares (2018: 14,356,991 shares) of the Company had
14,356,991 /1% (20184F : 14,356,991 % ) 2R A Al ik been granted to certain directors and senior executives of the Group
7 BERTAEENHHESRSMITHAE ° since the inception of the Old Scheme. Up to 31 December 2019
B2 E:t 2R % E2019F12 A31 B 1L » 511) and since the inception of the Old Scheme, 51 (2018: 51) options
(20184 : 5117 ) FRAHE LATREE2,039,841[% (2018 to subscribe for 2,039,841 shares (2018: 2,039,841 shares) of the
£ : 2,039,841 %) AN Al D B RS EIE] Company have lapsed or expired.
RENBESFRRBITHRAEBRBERRETE Movements in the number of the Company’s shares in the share
R 2 RBRIEFARREIRME B ZZHAT : options under the Old Scheme held by directors and senior executives

during the year are as follows:

RREPROEE
Number of shares
in the options

2019 2018
1H18 At 1 January 62,312 1,910,921
RERTTHE - BUBBR Exercised, cancelled or lapsed during
the year (62,312) (1,848,609)
124318 At 31 December - 62,312
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38. KA 38. SHARE CAPITAL (continued)
12 A31 BIDARE TR 2 ERRIEFFIT ¢ Particulars of the outstanding options under the Old Scheme as at 31
December are as follows:
RBRETRGEE
RREEE Number of shares
Number of options in the options
BFEHRITHEE Date of grant and exercise price 2019 2018 2019 2018
2011128128 - 12 December 2011, at an exercise
ZITEEER8.91E T price of HK$8.91 per share* - = - =
20124F12A21H - 21 December 2012, at an exercise
RIT{EEENRT7.96/8 T price of HK$7.96 per share* - = = =
2014435268 - 26 March 2014, at an exercise price
RITEESAR11.6878 T of HK$11.68 per share* - 1 - 62,312
= 1 = 62,312

* IRIBZ SRR & 2 R - IDRETTEZ R
A RBRMNEE RITEREDRARFN2014
F5ATER 2 HAREL AR

R A QN R R2014 495 527 B ER 49 ) 3T w2 AR 4
T8I ([ZFRRERE]) - BN ARRETE
EITLAK - 2015 (20184 : 2017 ) RAXHE AR EE
1,500,000 /% (20184 : 1,500,000 % ) A< A =] f&
m ERTAEENDHEZSRESMRITHALE °
Bz ERBEE2019F12 318 IE » RA
(20184F : £ )RR HE AR AN RA AR B Rk
FHR

Pursuant to the terms of the Old Scheme, adjustments were made to
the exercise price and the number of shares that can be subscribed for
under the outstanding share options as a result of the Rights Issue of the
Company completed in May 2014.

Pursuant to the Company’s Share Option Scheme adopted on 27
May 2014 (the “New Scheme”), 20 (2018: 20) options to subscribe for
1,500,000 shares (2018: 1,500,000) of the Company had been granted
to certain directors and senior executives of the Group since the
inception of the New Scheme. Up to 31 December 2019 and since the
inception of the New Scheme, no (2018: Nil) options to subscribe for
shares of the Company have lapsed or expired.
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38. KA um 38. SHARE CAPITAL (continued)
RENBEERRBITEA BIRENRRET S Movements in the number of the Company’s shares in the share
FE 2 RRIER AR ARIRM SR AT options under the New Scheme held by directors and senior executives

during the year are as follows:

RIREFROEE
Number of shares
in the options

2019 2018
1 A1 H At 1 January 1,500,000 -
RERET Granted during the year - 1,500,000
RERTTHE - BUBSRK Exercised, cancelled or lapsed during
the year = =
12A31H At 31 December 1,500,000 1,500,000
M2 B31 BREITE 2 & :RIRRESES 0 - Particulars of the outstanding options under the New Scheme as at 31

December are as follows:

AREPROBE
AREHAE Number of shares
Number of options in the options
BFHRTEE Date of grant and exercise price 2019 2018 2019 2018
20184 H26H - 26 April 2018, at an exercise price
TR BEER18.24 BT of HK$18.24 per share 20 20 1,500,000 1,500,000
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39. & 39. RESERVES
NRAAER RERF
EERGE REEMEE B2 G (&)
GakfE Premises  Investment EXff —#ffE  Resenvefor Retained
Consoliclation ~ Revaluation ~ Revaluation Exchange General  Share-based Eamings At
Reserve Reserve Reserve Reserve Reserve  Compensation (Note) Total
20195151 At1 January 2019 (220,986) 210,120 66,447 (209,794) 700,254 2,204 18,064,533 18,672,778
REREAHRESE Change on intal application of HKFRS 16
F16%258 - - - - - - (9790) (9,790)
[E5 2201951 1R &8 Restated balance at 1 January 2019 (220,986) 210,120 66,447 (209,794 700,254 2,204 18,054,743 18,662,988
ATEMGEMARIEME  Fairvalue loss realised and transferred to income
BNATET 2 AELS) statement upon disposal of debt instruments at fair
AR 2ENANES value through other comprehensive income upon
TERERRERE derecognition, net of tax
Wik Btk - - 2% - - - - 2%
WATEEEEESA Net change in fair value of debt instruments at fair value:
Hth2ANENRELIAL through other comprehensive income
ATBEER - - 305,412 - - - - 395,412
NATEHERESETA Net change in fair value of equity instruments at fair
Ef 2 ENEERTA value through other comprehensive income
pAN b - - 91 - - - - 951
RAEMHEEHZETHE( Defered income tax on movements in investment
35) revaluation reserve (Note 35) - - (52,294) - - - - (52,294)
AT EHEBEZETA Net change in allowance for expected credit losses
2 ENRNERTE of debt instruments at fair value through other
CRHEEFEREDTE comprehensive income - - 4487 - - - - 4487
BMERETAZEERA Distribution payment of additional equity instruments - - - - - - (41,682) (41,682)
BEMERIBRR Exchange differences arising on translation of the
MEREE financial statements of foreign entities - - - (159,945) - - - (159,945)
BEAEARER T, Issue of ordinary shares pursuant to exercise of share
ERMRI options - - - - - (217) - 217)
DREZ AR AR Provision for equity-settled share-based compensation
B AR - - - - - 1406 - 1,406
EEEH Profit for the year - - - - - - 2,240,033 2,040,033
18FRHHS 2018 final dividend o o = - - - (492,013) (492,013)
195 hERS 2019 interim dividend - - - - - - (182,748) (182,748)
20195125310 At 31 December 2019 (220,986) 210,120 415,027 (369,739) 700,254 3,393 19,578,333 20,376,402
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39. RFE®

39. RESERVES (continued)

HBZE12A31HILEE
Year ended 31 December

2019 2018
BERNREBENAZ Proposed final dividend/final dividend
BURAREIBS,BIRRARE paid included in retained earnings
(Fi=£16) (Note 16) 492,013 492,013
= Note:

AFBITABBFMBTENEERBEANEFRES
MR ELEMB AN RIEBUEREE - B ZEE R
B (E AR FORFIRERTRAFRIT (PR DANEE
BIRITEGHIRABBEERBN I AMEERE ° &
EERBRRAIKETER 2 FReHE BEREZE
PRAETBSE RETHN  WEHRNERFE BN o

M2019512 A31H + RFR{TE 457E 1,127,403,000/%8
JC(2018%F : 1,195,194,000/87T) 2 & REE A EE BT
HIHELR S — R iR REBRRESRARBAFTIETE

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
BCM and 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 31 December 2019, DSB has earmarked a regulatory reserve of
HK$1,127,403,000 (2018: HK$1,195,194,000) first against its consolidated
general reserve; and for any excess amount, the balance is earmarked against
its consolidated retained earnings.
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39. fEE@® 39. RESERVES (Continued)
AR RER RERA
EERRE RESHREE bty (&)
GOk Premises  Investment Bk —fRE  Reservefor Retained
Consolidation ~ Revaluation ~ Revaluation Exchange General  Share-based Eamings GH
Reserve Reserve Reserve Reserve Reserve  Compensation (Note) Total
2018E1518H At 1 January 2018 (220,986) 210,120 318,224 96,578 700,254 5518 16,921,198 18,090,906

MiERE S HREE Change on initial application of HKFRS 9

£958 - - 50626 - - - (380,254) (329,628)
MiERERBREER Impact of inital application of HKFRS 9

FITNEEREAT L on share of an associate

ye = = 25446 = = S pBAdG0) (50044
@5 20018 F1 1B LR Restated balance at 1 January 2018 (220,986) 210,120 394,296 96,578 700,254 5518 16,256,454 17,502,234

AFEWENABIEHE  Fairvalue gain realised and transferred to income

BATEEEERS statement upon disposal of debt instruments at fair

SARMRENEERS value through other comprehensive income upon

IERERRERE derecognition, net of tax

Wik Btk - - 14581 - - - (14,531) -
REILRERE - BAE Reclassffication of net change in fair value of

WATE:2BEEHHA equity instruments at fair value through other

A2 EdENERETA comprehensive income upon derecognition

ZATEEEE - - (1,68 - - - - (1,682)
NATEFERELTHA Net change in fair value of debt instruments at fai

2 ENENERTE valug through other comprehensive income

JATEEETE - - w3774 - - - - (13,774)
WATE:SEEESHA Net change in fair value of equity instruments at fair

2 EdENERETA value through other comprehensive income

PANS L C)t - - 1,608 - - - - 1,608
FEB[RRELHZETHAIE Deferred income tax on movements in investment

35) revaluation reserve (Note 35) = = 73212 = = = - 73212
NATE B RESETA Net change in allowance for expected credit losses

A2 ENENERTE of debt instruments at fair value through other

LEBREEEREDTE comprehensive income - - (1,804 - - - - (1,804)
BIERETAZEERR Distribution payment of additional equity instruments - - - - - - (39,039 (39,039)
BEBMERERB R Exchange differences arising on translation of the

MERZE financial statements of foreign entities - - - (306372) - - - (308372)
BEAGAREE T, Issue of ordinary shares pursuant to exercise of share

LERHH options - - - - - (4,735) - (4,735)
DRI (TUAR (e AR Provision for equity-settled share-based compensation

BB - - - - - 1421 - 1421
FRER Profit for the year - - - - - - 241978 247973
NITERERE 2017 fiel cvidend - - - - - T )
BB 2018 interim dhidend - - - - - - (e6y  (182608)
2018F128318 At 31 December 2018 (220,986) 210,120 66,447 (209,794) 700,254 2,204 18,064,533 18,672,778
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40. FIMEHMETH

MR2017F12 A8H « AFRITETRHEEER D
TN 3% N4 /115,000,000 7T 2 B JE 2 T8
BEFER 2 BIN—RERES([FEI—BRERE
%1) - HBRAFEmEHRE -

HEEESERBMANRT  REZELER
FRBBARBEER - BRMEEN—RER
BHRWBE - BRIKFRITHEEZEE - QIFEH
—REABHF AR ERMEERESERMA
HRZEZH °

HETHEER2022512 A8 B2 EEH
I REIRF B K 54.625% © FHEFIF—k o
Hig - WM BREARESAWER - R3S X
BIABSFER — X BRERSTHERBERS
BEN248.525F o BIREEIN—REARNFEFH Z IR
RGPS Z 38 E - RFBITHRBUERE X
1 REBUEZIRESZ T E R5T

HESEBSERREIAE - RHIRITAINERE
MEEASNRERE N B AEEEEE QMR
B GERBD ) BN — R EATEF

40. ADDITIONAL EQUITY INSTRUMENTS

On 8 December 2017, DSB issued Basel lll-compliant undated non-
cumulative subordinated Additional Tier 1 capital securities (the “AT1
Capital Securities”) with a notional principal of US$115,000,000. They
were fully subscribed by DSFH.

The principal of the AT1 Capital Securities will be written off up to the
amount as directed by the HKMA if the HKMA notifies DSB that in the
opinion of the HKMA or a relevant government body that a write-off is
necessary, without which DSB would become non-viable.

Distribution at 4.625% p.a. is payable semi-annually from the issue
date to the optional redemption date falling on 8 December 2022.
Thereafter, if the AT1 Capital Securities are not redeemed, the
distribution rate will be reset every 5 years and it will bear distribution
at the then prevailing 5-year U.S. Treasury Rate plus 248.5 basis
points. DSB has the right to cancel distribution payment, subject to the
requirement as set out in the terms and conditions of the AT1 Capital
Securities, and the distribution cancelled shall not be cumulative.

DSB may, subject to receiving the prior approval of the HKMA, redeem
the AT1 Capital Securities in whole but not in part, at par either on the
optional redemption date or any distribution payment date thereafter.
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4. GBERERELERWE

() MilrE TREREEEEZWHERER
A2EERFIRCETHRERA
(Fr ) R RE

41. NOTES TO THE CONSOLIDATED STATEMENT OF
CASH FLOWS

(@) Reconciliation of operating profit before gains and
losses on certain investments and fixed assets to net
cash from/(used in) operating activities

2019 2018
MkraE jﬂiﬁ)} ERE 2 Was REER Operating profit before gains and
2 EE R losses on certain investments and

fixed assets 2,181,161 2,796,190
A B U Net interest income (4,073,784)  (4,164,091)
Nl G Dividend income (10,084) (11,330)
EERESE Credit impairment losses 356,386 233,441
e Depreciation 368,388 175,670
TR Bl E 2 B R SE TR Advances written off net of recoveries (246,840) (269,311)
VARS8 32 AT LA A 1 7 EE b S i o 188 s Provision for equity-settled share-based

compensation 1,406 1,421
[=EERIESN Interest received 7,314,088 6,586,004
EAALE Interest paid (2,806,248)  (1,837,791)
EUALE Dividend received 33,484 32,030
LEEERAGBERI 2 EE RN Operating profit before changes in

operating assets and liabilities 3,117,957 3,542,233

LEEENABZED

—RE RERITOAERLRZIE A BB
31E A 2 B & A2 BT AR

—REIHIR B3 B A 2 ERITHER

—HEEERGRNES
— AT T A
—ARFEAERREHABENEREE

—E5FE

—BEPEX

— HAfEUAR B

— AT ERE A REF AR MR
Wt e mEE

— DA SRR AT BR ) £ BB BE

—RITIER

—REEBEREHNEE

7&\}EIT/TJ\

—BITIERGE

—HAb AR B KIBiR

BEE 56 FHEE

RELEHRA (R NRE

XN BEITHFREZFE

EREBMSH
ERUEIMRK

rEEBRA (TR REFE

Changes in operating assets and
liabilities:
— cash and balances with banks and
money at call and short notice
with an original maturity beyond
three months 2,492,932 (1,107,292)
— placements with banks with an
original maturity beyond three

months 5,966,512 604,651
— trading securities 839,715 93,494
— derivative financial instruments 778,982 (38,587)
— financial assets at fair value through

profit or loss (1,285) 372,622
— trade bills 1,283,399 (611,861)
— advances to customers (8,318,775)  (9,366,103)
— other accounts receivable (1,429,211) 420,939
— financial assets at fair value through

other comprehensive income 2,207,445 (8,428,839)
- financial assets at amortised cost (6,497,439) 1,730,919
- deposits from banks (1,332,487) 1,520,165
— trading liabilities (242,396)  (2,909,554)
— deposits from customers 9,661,957 10,507,314
— certificates of deposit issued 213,043 (25,854)
— other accounts payable and

accruals 2,165,242 1,131,226

Exchange adjustments 51,179 128,369

Cash generated from/(absorbed by)

operating activities 10,956,770 (2,436,158)
Interest paid on certificates of deposit

issued (134,799) (161,091)
Hong Kong profits tax paid (460,124) (254,425)
Overseas tax paid (29,587) (32,477)
Net cash from/(used in) operating

activities 10,332,260 (2,884,151)
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41. RERERELAERM T @

(2) EREREBFERR  RERZEARS
HERERBEAGEIEARATE
Mz T ol%er  REEESLCEERR
REATERELERERSBEZLE

41.
CASH FLOWS (Continued)

(b)

NOTES TO THE CONSOLIDATED STATEMENT OF

For the purposes of the cash flow statement, cash

and cash equivalents comprise the following balances
with maturity of three months or less from the date
of acquisition, deposits that are readily convertible to

M e known amount of cash and which are subject to an
insignificant risk of changes in value.
2019 2018
e RIERITHIAEER Cash and balances with banks 2,326,037 2,244,765
JREIER A 1ES 1 A 3 A T 2 B A0 K A8 BiTF K Money at call and short notice with an
original maturity within three months 13,759,907 10,059,450
JRENHA B 1E3 & A sk LA R 2 FERI TR 3K Placements with banks with an original
maturity within three months 2,234,110 1,015,792
BERFEEERENESFN BERE Treasury bills included in trading
securities 1,606,484 -
BIERAATET 2 EEZSHA Treasury bills included in financial
Hit 2N e mEEAN s BESRE assets at fair value through other
comprehensive income 4,496,472 2,098,522
24,423,010 15,418,529

RESE BRAF A R ERI TRV 4582415,522,00078 7T
(20184F : 405,667,000/ 70) B[ TR & R ERIE
+IHE IRETIRRBESEIRE RERITHLE
ERJERIER ©

Included in cash and balances with banks, HK$415,522,000 (2018:
HK$405,667,000) were balances with central banks for prudential
purposes and have been excluded from cash and cash equivalents.
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TERFAAEERERELDCABEEE B
REBEEBZAE &
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Eiﬁﬁmaifmﬁﬁi\}mﬂ
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BT ) 41.

NOTES TO THE CONSOLIDATED STATEMENT OF

CASH FLOWS (Continued)

activities

Reconciliation of liabilities arising from financing

The table below details changes in the Group’s liabilities from financing
activities, including both cash and non-cash changes. Liabilities arising
from financing activities are liabilities for which cash flows were,

MEER or future cash flows will be, classified in the Group’s consolidated
statement of cash flows as cash flows from financing activities.
REREIH
A=Vt ik
Total
HEAE BEER FEfFIS liabilities from
Lease  Subordinated Interest financing
liabilities notes payable activities
720181 H1H As at 1 January 2018 - 5,487,366 91,416 5,578,782
BERL R EE) Changes from financing cash flows:
YR ETRERS Interest paid on subordinated notes
RAETEE S 2 HIE and debt securities issued - - (293,730) (293,730)
BRER ST EBLEH Total changes from financing cash flows - - (293,730) (293,730)
H i E) : Other changes:
BERTREGHREHES Interest accrued on subordinated notes
ZIEFTHI S and debt securities issued - - 293,929 293,929
D%%E Exchange difference - 11,900 = 11,900
ATEED Fair value change - (50,184) - (50,184)
Hins)as Total other changes = (38,284) 293,929 255,645
R2018F12A31H As at 31 December 2018 - 5,449,082 91,615 5,540,697
iafE A KRS &R Impact on initial application
F165E T E of HKFRS16 537,278 - - 537,278
REBHBREELE165R Restated opening balance under
20191 B1BLEY 2 E#4t  HKFRS16 as at 1 January 2019 537,278 5,449,082 91,615 6,077,975
BERS N EE) Changes from financing cash flows:
YR BETRERS Interest paid on subordinated notes and
KB E R 2 H8 debt securities issued - - (291,958) (291,958)
BITIRIEER Issue of subordinated notes - 1,753,426 - 1,753,426
EBRERES Repayment of subordinated notes - (1,765,339) - (1,765,339)
EEHEARE Repayment of lease liabilities (190,398) - - (190,398)
MERSR S HEHE Total changes from financing cash flows (190,398) (11,913) (291,958) (494,269)
Hin#E) : Other changes:
ERTREGBREBES Interest accrued on subordinated notes
ZJERTFIE and debt securities issued = = 292,999 292,999
MEHERE Additions to lease liabilities 72,647 - - 72,647
BEHER Exchange difference (1,413) (33,739) - (35,152)
HEABZFISI Interest expense on lease liabilities 13,486 - - 13,486
NTEEES) Fair value change - 106,751 - 106,751
HiBEAE Total other changes 84,720 73,012 292,999 450,731
M2019F12H31H As at 31 December 2019 431,600 5,510,181 92,656 6,034,437
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42. BRTESE

RIBEB A REH(F622GE ) B17EI(HEESE
FZER)  EEERTFTEEEHE2019F %2018
F12A31BIEFEZHEFS W25 -

42. LOANS TO DIRECTORS

Particulars of loans to directors disclosed pursuant to section 17
of the Hong Kong Companies Ordinance (Cap.622G) (Disclosure
of Information about Benefits of Directors) for the year ended 31
December 2019 and 2018 are shown as below.

2019 2018
M2A31B 2 BAR S ARERER Aggregate amount of relevant
transactions outstanding
at 31 December
—BERRBK - Loans and advances 69 86
FREUAR G Z &= BEER Maximum aggregate amount of relevant
transactions during the year
—ERRBR - Loans and advances 149 204

20194 20184 Ll 2 Fi B BRI 5 i — Rt
B AR - WEMRANARZER °

43. BRAEALTZRS

BEREALRZFEALARNERXERESS
—7 0 B HEERMBREERK T HET
EERTES - WEEMTRALZE KRS
IHAEAFER  REALTRESBHEEA
+ o

R2019%F 220185 » AEBEERIEA L BIEA
KEZERAT ARMBAR - BRARZK
RAEFERARERGIHBEEEATE I ZA
FETZEBEMERS - AARBIUIFNTE
EhERMASBE ZMBERER - CHZZFO TS
HFRARBRSERREZ RS ETER -
ZEEERBERAMREAEEE A - R
REMHBEEMEZLRXZTIRBAEEZERE
% BRHE - —RERGRRES - ZAFE
BENFEARBRRBEAEET o

The above relevant transactions in 2019 and 2018 were all transacted
by a subsidiary and nil by the Company.

43. RELATED-PARTY TRANSACTIONS

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common

control or common significant influence.

During 2019 and 2018, the Group entered into various continuing
connected transactions with related parties including the holding
company, fellow subsidiaries of the Group, companies directly or
indirectly controlled or significantly influenced by the shareholders
or directors of the holding company. These, as described in Note
(a) below and being continuing connected transactions, had been
reviewed by the Company’s independent non-executive directors in
their review of the financial statements of the Group. Based on their
review and enquiry with management, the Company’s independent
non-executive directors were satisfied that all of the continuing
connected transactions were conducted in the ordinary and usual
course of business of the Group, on normal commercial terms, and
in accordance with relevant agreements on terms that are fair and
reasonable and in the interests of the shareholders of the Company as
a whole.
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HAEBEBEALTZEARZNT :

(F) BERAAREBAMBLARANRS

ARRRAKE2EME R RN FEREZRAF
SAEES 1N T%%.JZFZ‘“’ BRH(EHERE

BREMES EmRAN LA 1214A318)
WEREE T ZWARSZE - 25X 52 8E
RBAXFEIRIE_ ETHRAIZE14A.538 K 14A.54
B HARAEEZFE LR - AARIEETE
MABB14AZNHERE

fJ? Q gL YNE]
SEMBA

2k %K%ﬁfﬁ”’ ORI RIRTT
RSP ZWARTH2HNMT

43. RELATED-PARTY TRANSACTIONS (Continued)

Details of the significant related party transactions are as follows:

(@) Transactions with the holding company and fellow
subsidiaries

The Company and its wholly-owned subsidiaries within the Group
received and incurred the following income and expense from the
continuing connected transactions (within the definition of Rule
14A.31 of the Rules Governing the Listing of Securities on the SEHK
(the “Listing Rules”) entered into with the holding company and
fellow subsidiaries during the year. 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 Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

Income or expense arising from transactions involving subsidiaries,
namely DSB, BCM and another subsidiary of the Group are as follows:

2019 2018
EAFE (GEG)) Interest paid (Note (i) (6,520) (5,605)
BUYERTTF &R (5E()) Bank charges received (Note (i) 1,791 1,403
BliEe RAEAEERE RS Rentals and related building
(£ (i) management fee and charges
received (Note (ii)) 4,739 4,487
BENEERAEAEERERFAS Rentals and related building
(i) management fee and charges paid
(Note (iii)) (4,139) (8,431)
B EE B (5E(v) Management fees received (Note (iv)) 14,205 12,684
EURE RS REN B (V) Insurance commission and referral fees
received (Note (v)) 27,288 24174
BEHRERRE (FE(vi) Insurance premiums paid (Note (vi)) (8,172) (8,736)
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43. EBREALTZRZ ®)
() HERATRBRAMNBAGENR Z (&)

AEE QRS REEE T QAR ZRITRE

43.
(a)

Note:

(0]

RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow
subsidiaries (Continued)

Banking arrangements provided by the Group for companies within the
DSFH Group

RETRITRAEBEAMK S A RIMZERA R RIE DSB and other members of the Group provide standard banking services
REEHB AR 2 RRKBA R (FHE K E to members of the holding company and fellow subsidiaries not being

SEDREERRITRE - BEXELE 88
#BiE - XERRTERES - ERAREPRE -
BEERARRRAERE -

EAXERAE  aPEER  XERFREPZR
TR » THRBRRER P REMRRARETA
SEEMEPZHRAARET AN ERER -
ERREP RGN EERRLIERIRERRS
XENY BiEmHRERE - ERREPRIEZ
BRETISEPILEEEFH - ERITAIAZHE
FT AL - REBEERN S REE 2B E(EH
R REREMFER  IBREN—FHETH
DH6ME A EFBA T AL - PIAZSRITIR
B EEE - RTISZREEF IR - Bt -
AEEERHERMERRZRITRYE - THRIERE
EFHREL -

BARR ZRITHBARRARHERMEBET A
AR ZRITRY - REAEEREMETPREZ
—RIBITIRB R - BIRRETEEGRE
17 - ARBERAT S REBRHZFRITRS
LAKE N R EZ FIRITIRGIEE RAREL — B
ZEBIA -

AEBEZRITHE A RN —RRIEFERBIEZH
RMEFPREFDERTRERER - ZFRS
REMBERAFTR(BEEERAFALBAF
) e RARBEZRITHBRRFERERZEF
BEATEHEBKERR - gt EHRAME -
R EBEEKES R RFRFFEX ETRAISE
VAABFIREZHEER S -

subsidiaries of the Group (collectively the “DSFH Group”) including
cheque clearing, autopay, cheque and deposit bank accounts, credit card
merchant facilities, co-branded credit cards and investment dealing.

The banking services in respect of cheque clearing, autopay, cheque
and deposit accounts are provided to the DSFH Group in the same way
as they are provided to other customers of the Group under standard
account opening and other forms. The credit card merchant facilities
and co-brand credit card arrangements are provided under normal
commercial contracts and are at market standard. The standard market
practice for credit card merchant facilities is not to provide for a fixed
term, but allow for termination at the option of the bank by giving written
notice. The co-brand credit card arrangements between the Group and
the DSFH Group can be terminated after the first two years by either
party giving not less than six months’ notice in writing. All such banking
services, by their nature, are not normally provided for a fixed term.
Accordingly, the banking arrangement between the Group and the DSFH
Group are not for a fixed term.

The banking services provided by the Company’s banking subsidiaries
to the companies within the DSFH Group are banking services and
arrangements normally provided by the Group to its other customers
and are conducted on normal commercial terms. The provision of such
banking services by the Group to the DSFH Group enables the Group
to earn reasonable income consistent with the nature and types of the
banking services.

The banking subsidiaries of the Group provide commercial banking
services and products to their customers in the ordinary and usual course
of their businesses. Such services and products include the taking of
deposits (including fixed and floating term deposits and deposits at
call). Customers who place deposits with the banking subsidiaries of the
Group include members of the DSFH Group. For purposes of the Listing
Rules, the placing of deposits provided by members of the DSFH Group
constitute continuing connected transactions within the meaning of
Chapter 14A of the Listing Rules.
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() EHERARARERMEBARTNRS @
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EEHRANEREBAXEARNFHRAEEZ
RITMBR R Z R IEM SRS - XHFE
BRETELE = Z GERBERTERNZE K
R ERREEGSR - BABERZEFBEBUR
SEBEFER - FER  ZEHEMERS
RS ETRAIFE14A9016 2 B - WE R
BRI Z FRE ©

(i)  RFRER(1976) KR PIRERFAFIRT KIRFI R
XIRTRAZYEHRE

RIRITRORPIERITEHELETEENET
AT eREEZKERR - BIRFRER(1976)F
R A ([ RERER(1976) |) BORFIR BRI B BR
RANDEFIRRER DIEERAERE o RFTRTR
PR R ERITHR PR A 2 BER A AR A R FT R B
(1976) FORPIRIBINIRAE S - Z3HE - REEE
ENEMARREER - R <HERERIIRN

43. RELATED-PARTY TRANSACTIONS (Continued)

(a)

Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

(0]

Banking arrangements provided by the Group for companies within the

DSFH Group (Continued)

The Directors confirm that the deposits placed by members of the DSFH
Group at the banking subsidiaries of the Group are at market rates and
on normal commercial terms that are comparable or no more favourable
than those offered to independent third parties and that no security over
the assets of the Group is granted in respect of such financial assistance.
On that basis, such continuing connected transactions are exempt from
complying with the reporting, disclosure and independent shareholders’

approval requirements pursuant to Rule 14A.90 of the Listing Rules.

Lease of properties between DSI (1976) and MIC and DSB and BCM

DSB and BCM have leased certain of their owned properties to members
of the DSFH Group, namely Dah Sing Insurance Company (1976) Limited
(“DSI (1976)”) and Macau Insurance Company Limited (“MIC”) as their
office premises. DSB and BCM received from DSI (1976) and MIC the
lease rentals, and air-conditioning charges, building management charges
and other utilities charges based on the actual amount of costs incurred.

The following table summarises the leases that have been entered into.

T
SRHL(FTEEERER
DRREER)
Monthly rent (exclusive
R AH HEW;] HERR HE2ME of management fees and
Transaction date Contracting parties Term of lease Property subject to lease utility charges)
2016512308 AABTETAMRER  2017F1 A1RE BEAE0EBAERE  AIHREEEER2573F AR HK$115,000
30 December 2016 (1976) 2019412431H A portion of the 20/F., Island Place Tower with a lettable floor area of 2,573
DSB leased to DSI (1976) 1 January 2017 to square feet
31 December 2019
201955A27H AHFORTANRE  201966827AZ BEAR0EBAEE - AILREEERA48TTHR HK$30,000
27 May 2019 (1976) 2019F12A31H A portion of the 20/F., Island Place Tower with a lettable floor area of 487
DSB leased to DSI (1976) 27 May 2019 to square feet
31 December 2019
2016124308 RPIBERTET 201751 A1RE RFRFEERTARI0ERI1ERRE - AHBERARRER24T AR MOP238,960
30 December 2016 BPRE 2019412 A31H The whole of the 10/F. and 11/F., BCM Building, Macau with a total

BCM leased to MIC 1 January 2017 to
31 December 2019

lettable floor area of 924 square metres
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43. BRAEALTZRZ @ 43. RELATED-PARTY TRANSACTIONS (Continued)

320

() BERAFARERAMEQRNRS @ (@) Transactions with the holding company and fellow
subsidiaries (Continued)
7 (8) Note: (Continued)

(il

RETRITH EYIE TR TEM B R AFIR TR
High Standard?8 f#13

AR E] 2016512 A308 2 BERE - AR
1TRR2016F 12 A28 A A M E B R 2R E -
AFMERMEE—FHRMBAR - KAASRBRE
RAR([RFASZ]) - FETEIE G - BIRZ D
& AMASHHEBBHBFEB2RRBEANE
TN AARH R B ATE 505 EE (Al A EEE A
2,340F 7 R) T RIIRTT - HEWHHARHSE -
2016412 A28 B #£E2019F 12 A27HIE - &
A% /430,000 ' TEEEEE  BNE
fin - BBEREFAE o RKIBITHEZ W ERIERT
DITHIEE ©

201745 A26 H iAW ER B BB BHAFA
SEEARATARAR(HMATT]) » mETEHE
HBEE T AN ASHERNREEED 2 28EH Tin
BT o At - WATTE RARMK K AR R
EANAUELOE £

AR RR2016F12 A30R 2 BERE © K
7 4R 17 72 2016 4 12 A 30 H £ High Standard
Investment Limited ([ High Standard]) #& ] # &
ek o IRERE + AFTERITHEHigh Standard? A
BRI ARBES10BERNE1TEZ —HHE
R AT - AR EEELA4,581F AR -
RE=F - 201751 A1BEZE2019F12 531
Hik - A7H200,000% T - TEFEEERE - BN
=i BERERAE -

(ii)

Leaseback of property by DSB from FL and lease of property by DSB
from HS

As disclosed in the Company’s announcement dated 30 December 2016,
a lease back agreement was entered into by DSB with a former subsidiary
of the DSFH Group, Dah Sing Life Assurance Company Limited (“DSLA”),
the then owner of the premises, on 28 December 2016 pursuant to which
DSB leased from DSLA a portion of Flat A on Basement and Portion AA
on Ground Floor of Thai Kong Building, No. 482 Hennessy Road, Hong
Kong with a lettable floor area of 2,340 square feet at a monthly rent of
HK$430,000 exclusive of management fees, government rates, electricity
service charges and air-conditioning charges for a term of three years
commencing on 28 December 2016 and ending on 27 December 2019.
The Premises have been used by DSB as bank branch premises.

The owner of the premises has been changed from DSLA to Fortune
Land Corporation Limited (“FL”) with effect from 26 May 2017 and that
DSLA’s rights and obligations under the New Leaseback Agreement have
been fully transferred to FL. Accordingly, FL became the landlord of the
Premises under the New Leaseback Agreement by operation of law.

As disclosed in the Company’s announcement dated 30 December
2016, a lease agreement was entered into by DSB with High Standard
Investment Limited (“HS”) on 30 December 2016 pursuant to which DSB
has leased from HS a portion of the 17th Floor of Island Place Tower,
Island Place, 510 King’s Road, North Point, Hong Kong as its office
premises with a lettable floor area of approximately 4,581 square feet at a
monthly rent of HK$200,000 exclusive of management fees, government
rates, electricity service charges and air-conditioning charges for a
term of three years commencing on 1 January 2017 and ending on 31
December 2019.
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43. RELATED-PARTY TRANSACTIONS (Continued)

(a)

Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(iv)

Computer and Administrative Services Agreement with DSFH Group

On 30 December 2016, DSB (and its subsidiaries including BCM) entered
into a computer and administrative services agreement with DSFH. The
Services Agreement was for a fixed term of three years with effect from 1
January 2017 and ending on 31 December 2019.

Pursuant to the services agreements, DSB has agreed to provide
members of the DSFH Group with certain computer and administrative
services. These services principally consist of the following (collectively,
the “Services”):

. computer services including data processing, printing and
enveloping, system development, technical support, disaster
recovery and contract management;

o administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

. secondment of, and provision of services by, staff to the DSFH
Group.

With the stronger pool of resources and functional expertise of DSB
which historically has been operating to provide administrative and
computer services to other companies within the DSFH Group on a cost-
recovery basis, the provision of the Services to the DSFH Group at a
fee enables the Group to continue to expand its scale and operational
capabilities while costs incurred by the Group in providing the Services
are recovered from the DSFH Group.
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43. RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow

subsidiaries (Continued)
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Note: (Continued)

Distribution and Agency Agreements and other business referral services

Distribution and Agency Agreements with DSI (1976), DSIA and
MIC

On 30 December 2016, DSI (1976) and Dah Sing Insurance Agency
Limited (“DSIA”) entered into new distribution agreements and
underlying agency agreements with DSB for the marketing and
distribution of general insurance products through the branch
network of DSB for a fixed term of three years with effect from 1
January 2017 and ending on 31 December 2019. With effect from
1 January 2017, DSIA will cease to be the general agent of DSI
(1976) in Hong Kong. As such, DSI (1976) has directly engaged
DSB to distribute its general insurance products. However, DSIA
remains the agent for several authorised insurance companies in
Hong Kong and has therefore also entered into new distribution
and underlying agency agreements with DSB for the marketing and
distribution of insurance products of such insurance companies.

On 30 December 2016, MIC entered into distribution agreements
and underlying agency agreements with BCM for the marketing
and distribution of general insurance products through BCM’s
branch network for a fixed term of three years with effect from 1
January 2017 and ending on 31 December 2019.

Pursuant to the Distribution Agreement entered into by DSI (1976)
with DSB (the “DSI (1976) Distribution Agreement”), DSB will
market and distribute such general insurance products as agreed
between the parties from time to time for the DSFH Group through
its branch and other distribution networks.

Pursuant to the DSI (1976) Distribution Agreement, DSB entered
into an agency agreement with DSI (1976) (the “DSI (1976) Agency
Agreement”) in respect of the sale of certain general insurance
products in return for commission payments, as agreed between
the parties from time to time. Under the terms of the DSI (1976)
Agency Agreement, the commission payable by DSI (1976) to
DSB shall, initially, be between 20% and 55% (depending on the
product type) of each year’s premium received in respect of a new
or renewal policy, but which may vary between the parties from
time to time.
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43. RELATED-PARTY TRANSACTIONS (Continued)

(@) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(V) Distribution and Agency Agreements and other business referral services
(Continued)

@

Distribution and Agency Agreements with DSI (1976), DSIA and
MIC (Continued)

Pursuant to the Distribution Agreement entered into by DSIA
with DSB (the “DSIA Distribution Agreement”), DSB markets and
distributes such general insurance and life assurance products as
agreed between the parties from time to time through its branch
and other distribution networks.

Pursuant to the DSIA Distribution Agreements, DSB entered into
an agency agreement with DSIA (the “DSIA Agency Agreements”)
in respect of the sale of certain insurance products in return for
commission payments, as agreed between the parties from time
to time. Under the terms of the New DSIA Agency Agreement,
the commission payable by DSIA to DSB shall be 50% of the
commission earned by DSIA or at such rate as agreed by both
parties from time to time.

Pursuant to the Distribution Agreement entered into by MIC with
BCM (the “MIC Distribution Agreement”), BCM markets and
distributes such general insurance products of MIC as are agreed
between the parties from time to time through its branch and other
distribution network.

Pursuant to the MIC Distribution Agreement, BCM entered into
an agency agreement with MIC (the “MIC Agency Agreement”)
in respect of the sale of general insurance products in return
for commission payments, as agreed between the parties from
time to time. Under the terms of the MIC Agency Agreement,
the commission payable by MIC to BCM in respect of general
insurance products shall, initially, be between 10% and 50%
(depending on the product type) of each year’s premium received
in respect of new or renewal policies, but which may vary between
the parties from time to time.

In respect of each of the DSI (1976), DSIA and MIC Distribution
Agreements (collectively the “Distribution Agreements”), DSI (1976)
and DSIA shall each reimburse or pay on behalf of DSB, and
MIC shall reimburse or pay on behalf of BCM, agreed expenses
including the registration fees for licences for the bank staff to
sell insurance, sales incentives, marketing expenses and other
costs and expenses related to the performance of the Distribution
Agreements.
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43. RELATED-PARTY TRANSACTIONS (Continued)

Transactions with the holding company and fellow

subsidiaries (Continued)

Note: (Continued)

Distribution and Agency Agreements and other business referral services

(Continued)
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Distribution and Agency Agreements with DSI (1976), DSIA and
MIC (Continued)

Each of the Distribution Agreements is on a mutually non-exclusive
basis and will be for a three-year fixed term with effect from 1
January 2017 and ending on 31 December 2019. Each of the DSI
(1976), DSIA and MIC Agency Agreements (collectively the “Agency
Agreements”) is on a mutually non-exclusive basis for a three-
year fixed term with effect from 1 January 2017 and ending on 31
December 2019, save that the provisions relating to the payment
of outstanding renewal premiums shall remain in force until
payment is received in full.

The distribution and agency arrangements described above,
including the commission rates set out in the various sets of
Distribution Agreements and Agency Agreements, are consistent
with normal arrangements between banks and insurance
companies in the Hong Kong and Macau markets, and will provide
the Group with insurance products and services to be offered
to the customers of the banking subsidiaries of the Group. The
distribution of different types of insurance products through the
respective bank branches and other distribution networks of DSB
and BCM in return for a commission income to be paid by the
DSFH Group will also produce fee income which will be of benefit
to the Group.



MRS R MY ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

43. EBREALTZRZ ®)
() EHERARARERMEBARTNRS @

i : ()

(v) IR e B LA SE TS A AR A (AR)

(Z) ZEBBNIRE

2016512 A30H * ARG ERAF SR
SEERH ([ EBEN RS HRE]) - B
FHEA=F - B2017F1B1BBER
2019512 A31 B IE - RIEFHEN R
B - AR REEREEKE
AR EENEREEE—RE(E)M
Rie S BN E QAR EBEN RE
LB A& S EK B QR FTARAS
R—BRBEMNRG - AEBEEMKEA
AN AR RE R R A € m R B ML 8
REBNZERH 2 EAKESZFSHAE
/e -  MEBSTEEBENRS
RAEZ BN R 2GR RGP %
ZrRHbAEREERE ©

RIBE EifE - BREEZ ERBRARE
R—MREEMET - WAL ETRD A T
BRGAAEREE —REEGR - AIE
REAEEHEBKE QAWM S NER IS
SNE=TIFER 2GR - BRKRAREH
HIRAZ RIS o

43. RELATED-PARTY TRANSACTIONS (Continued)

(@) Transactions with the holding company and fellow
subsidiaries (Continued)

Note: (Continued)

(V) Distribution and Agency Agreements and other business referral services
(Continued)

(b) Business referral services

On 30 December 2016, the Company entered into a cooperation
agreement with DSFH (the “Business Referral Services
Agreement”), for a fixed term of three years with effect from 1
January 2017 and ending on 31 December 2019. Pursuant to the
Business Referral Services Agreement, the Company shall provide
and shall procure members of the Group to, either directly or via
their sole agents (if any), provide members of the DSFH Group with
business referral services in relation to obtaining applications for
life and general insurance policies to be underwritten by members
of the DSFH Group. There is no commitment on any member of
the Group to refer to member(s) of DSFH Group such transactions
of any minimum or maximum number and/or amount. Where
concluded between the relevant parties, the terms and conditions
for the provision of such business referral services shall be, if
required, reduced into individual written agreement(s).

Pursuant to the cooperation agreement, the fee income actually
received shall either on normal commercial terms or, if there are
not sufficient comparable transactions to judge whether they are
normal commercial terms, on terms no less favourable to relevant
member(s) of the Group than terms available from independent
third parties. The fee income is payable by cheque(s) monthly in
arrears.
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7 (8) Note: (Continued)

(vi)

RFTRKR(1976) BORPURBR TR 2 (RBR AR TS
R2016F12 A30H @ AR A E RS BT L —
FEERZ - B KFEREEKRERRMA
FIRIT RANEE 2 HAb K B A Bl R R R RS
([B1EmaE]) - ZAEBZENR2017F1 A1 AREE
2019512 A31HIEL(BEEREM A ) &R - BEESF
A= - 61EHRENHRE MR

RFTERE(1976) KORFIRIG AR EBK B A R K&
FREREBZEPABIEAREANARRRE -

REFRBRA97T6) AR EME ML B R B REFS
B2 RFEHRIEAZTARRZ —BRREBIER
BAE ME2R AREE 28 BF
% EEREREREAAZIN BETREA ”fﬁ

ST o

(vi)

Insurance services provided by DSI (1976) and MIC

On 30 December 2016, the Company entered into a cooperation
agreement with DSFH pursuant to which members of the DSFH Group
would provide insurance services to DSB and other members of the
Group (the “Cooperation Agreement”). The Cooperation Agreement is for
a fixed term of three years with effect from 1 January 2017 and ending on
31 December 2019 (both days inclusive). The Cooperation Agreement will
be terminated upon the maturity of the term.

The general insurance policies underwritten by DSI (1976) and MIC are
in the name, and for the benefit, of members of the Group and their
respective customers.

DSI (1976) underwrites general insurance policies in the name, and for
the benefit, of members of the Group and their respective customers
including policies covering domestic motor, property all risks, public
liability, money, electronic equipment, employees’ compensation and
group personal accident. Certain policies are subject to renewal annually.

B PR B LAxiFﬁ?ﬁ%fEﬂ&E%ﬁ%%VF 25 MIC underwrites general insurance policies in the name, and for the
ABRRZ —RREBIFEE - EAAEI  EER benefit, of BCM and its customers including policies covering medical,
& RE -« BfE - E%ﬁ&&iﬁ% A TIREA personal accident, employees’ compensation, motor fleet, properties,
BFEEH - civil liability and money. Certain policies are subject to renewal annually.

HERREZREASTA - SEHEMERE
RS e

£

ZEREDARNEERIER - EAREETH
%”AT(/*\%EEEH&/ FIR S IRTT) PR EAS

The premiums payable under such insurance policies are payable in
arrears on a monthly, yearly or other basis, depending on the type of
insurance policy.

The insurance policies are procured by the Group to enable certain of the
Company’s subsidiaries, namely DSB and BCM, to comply with relevant

BEE EBREEMRERBR 2 BHEEERT regulatory requirements in reducing the risks to the Group’s assets,

R/ SANEERFIREREINRS o Btoh - B businesses and operations and/or to provide additional services to the

RAERFIRE1976) RBPIRER 2 R R E Group’s customers. In addition, the Directors consider that the insurance

B B RFIRE(1976) RFURR 5 5l iE % services by DSI (1976) and MIC are effective and the fees proposed by

ZUE IR PR T IS A E AR A R Z B FRE o DSI (1976) and MIC respectively are comparable to those offered by other
insurance companies in the market.

REFEERZ - MR TN —FIHF BRN S Under the Cooperation Agreement, either party to the agreement may

—T B — A8 2 F B - T
mELER -

terminate the agreement by giving one month notice in advance to the
other party without having to pay penalty.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019



MRS R MY ot
NOTES TO THE FINANCIAL STATEMENTS

(LA™ F ThI57R) (Expressed in thousands of Hong Kong dollars)

43. EBREALTZRZ ®)
() XEEEBAE

() HBEERTEEFEABZEAX
BREH

AEBAAEELTEEEALS  HAHENHE
Sl S T ) B 1 IR B AR TS UK
iR - B E12A31BILEE - REEBZ

43. RELATED-PARTY TRANSACTIONS (Continued)

(b)

Key management personnel

(i)  Material transactions and balances with directors
and key management personnel

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. For the year ended 31

R December, the following balances were outstanding:
2019 2018
BER KRB Loans and advances 267 23,082
7R Deposits 549,730 927,169
AIAZ BEREE Undrawn commitments 3,078 3,226
ER Guarantee - -

(i) FEEEASHMZ

AAREZBEEABAES @ HRME2IE
EREFRHIEI2 -

(A) BREBERNARARZEHNER RS RE
R

TR AEBEKRIBEHBEAREERT
80,344,000/ 7T (20184 : 66,546,000/ 7T ) I E.
WA o R - RNREBERG—HEZEHEBRESE
AR AR ZFH - MER2019F12 A31BHER
#5858 /3173,424,0007% 7T (2018 4F : 5,601,000 7%
TT) °

(c)

(i) Remuneration of key management personnel

Key management personnel of the Company are directors and
their remunerations are included under Note 12.

Transactions and balances with associate and jointly
controlled entity

During the year, the Group received from BOCQ, an associate,
dividend income of HK$80,344,000 (2018: HK$66,546,000). During
the year, the Group received deposits from Bank Consortium Trust

Company Limited, a jointly controlled entity and the balance of deposit
as at 31 December 2019 was HK$173,424,000 (2018: HK$5,601,000).
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44. SHARE-BASED COMPENSATION PLANS

Share-based compensation, pursuant to the Company’s Share Option
Schemes (the “DSBG Schemes”) and the Share Option Schemes
of its holding company, Dah Sing Financial Holdings Limited (the
“DSFH Scheme”), is available to directors and senior executives of the
Group. Details of the share-based compensation paid to directors are
disclosed in Note 12.

(@) DSBG Schemes

The shareholders of the Company approved the adoption of a
new share option scheme (the “New DSBG Scheme”) and, at the
same time, the termination of the Share Option Scheme adopted
by the Company on 12 June 2004 (the “Old DSBG Scheme”) at the
annual general meeting of the Company held on 27 May 2014. No
further options can be offered under the Old DSBG Scheme after its
termination but the provisions of the Old DSBG Scheme remain in full
force and effect to the extent necessary to give effect to allow grantees
to exercise share options granted prior to the termination of the Old
DSBG Scheme but not yet exercised at the time of termination.

Under the Old DSBG Scheme, the Company issued to certain directors
and employees of its subsidiaries share options on terms that allow
the Company the choice of making cash payments, determined based
on the intrinsic value of each share option, instead of allotting newly
issued shares to the directors or employees at the date of exercise.
The Company has the intention to adopt cash settlement practice
in respect of the share options granted prior to year 2012. For share
option issued in 2012 and afterwards, the Company has the intention
to settle its obligations by issuing new shares.

The share options were granted in accordance with the terms and
conditions of the Old DSBG Scheme. The exercise price per option
share was concluded by the Nomination and Remuneration Committee
on behalf of the Board of the Company on the basis no less exacting
than the requirement set out in Rule 17.03(9) of the Rules Governing
the Listing of Securities on the SEHK and was determined as no less
than the highest of (i) the closing price of the Company’s shares traded
on the SEHK on the date of grant; and (ii) the average closing price
of the Company’s shares traded on the SEHK for the five business
days immediately preceding the date of grant. For options granted
before the commencement of the Companies Ordinance (Cap. 622)
on 3 March 2014, the nominal value of the Company’s shares of HK$1
each in the capital of the Company had been taken into account in
determining the exercise price per option share. The exercise period is
between the first and sixth anniversaries from the date of grant.
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44. SHARE-BASED COMPENSATION PLANS (Continued)
(b) DSFH Scheme

On 27 May 2015, the shareholders of DSFH approved the adoption of
a share option scheme (the “DSFH Scheme”).

No share options had been granted under the DSFH Scheme since the
date of its adoption to 31 December 2019.

Share options granted under the Old DSBG Scheme:

BRITEEGER)
£FH kRl REHE {7 Exercise price per
Date of grant Type Vesting period Exercise period share (HK$)
201443 H26H VARSEHE 32 15 20143 H26H % 201553 H26EH %

201993 H26H 20203 A26H
26/03/2014 Equity-settled 26/03/2014-26/03/2019 26/03/2015-26/03/2020 11.68

BAHBITEEH BB HRAN B ELE20195F128

3180 - RFURBRE :

Share options granted under the New DSBG Scheme since the date
of its adoption to 31 December 2019:

BRITEEGER)
®FH Y]] HEHE fIfEH8 Exercise price per
Date of grant Type Vesting period Exercise period share (HK$)
201844 H26H VARG 2~ 20184 H26HZE 20194 H26HZE

20234 H26H 20244 A26H
26/04/2018 Equity-settled 26/04/2018-26/04/2023 26/04/2019-26/04/2024 18.24

IR BR O RERR 2 AR ) A B s 2 Se i an s

Share-based compensation charged to income statement is as follows:

2019 2018

AR S AN 2 SR

Equity-settled options 1,406 1,418
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44, AR AHERERENETE @)
DA RE X {4 2 SR IR

B A HRT R B BT ET 2 RS
RN - ERET A2 AT AN S BRI
FEB AR -

20195 » I B SABRKE S A 2 SR AR IR IR A

FRTTEREI I RAFT EREBET IR -

BT 2 RIRHE R T O1T B 2 BB
T~

44. SHARE-BASED COMPENSATION PLANS (continued)
Equity-settled options

With respect to the equity-settled options granted under the New
DSBG Scheme described above, the fair value is determined by using
the Trinomial Option Pricing Model at the date when the options are
granted.

No equity-settled options were granted under the New DSBG scheme
and DSFH scheme in the year of 2019.

Movements in the number of share options granted and their related
weighted average exercise prices are as follows:

AFBTEEE REEME
DSBG Scheme DSFH Scheme
2019 2018 2019 2018
BFRE RTAEE
KRBT RABAT RYTERE RTAEE
£E &8 AFER YNk

ARET  METYE 2k MEFS  RRET OMERS ARET 0ETS
Bo#E ke ROHE kB RHBE ke RHOHE iz
Number of (#7)  Number of (%)  Number of (%7)  Number of (

DSBG  Weighted DSBG ~ Weighted DSFH  Weighted DSFH  Weighted
shares  average shares  average shares  average shares  average
inshare  exercise inshare  exercise inshare  exercise inshare  exercise
options price options price options price options price
granted (HK$)  granted (HK$) ~ granted (HK$)  granted (HK$)

—A—H At 1 January

il Granted

[l Expired

Bi7fE Exercised

BEUE/ R Cancelled/forfeited
12A31A At 31 December

12A31B AT Exercisable at 31 December

ARAER2019F 12 A31 AR ITEZ RBZIEZ 1T
8 A% r18.24%8 7L (20184 : N F11.68/8 T
£18.24%7T) « REMEFHFHRENITELER
4.32% (20184 : 5.16%F) - R AKBEEEZ RS
MATHBABREAZ A& @R RE - 712019
F12 A1 AR B RITEZ R < AR (2018
F:8F)

1,562,312 17.98 1,910,921 8.20 = = 31,292 31.88
1,500,000 18.24 - - - -

(62,312  11.68 (1,848,609) 8.09 - - - -

= 5 - - 5 - (31292 3188
1500000 1824 1562312  17.98 - - - -
300,000  18.24 - - - - - -

The Company’s share options outstanding as of 31 December 2019
have an exercise price of HK$18.24 (2018: HK$11.68 to HK$18.24),
and a weighted average remaining contractual life of 4.32 years (2018:
5.16 years). In respect of directors and senior executives of the Group,
there is no DSFH'’s share option outstanding as of 31 December 2019
(2018: Nil).
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45, TRIEERKABEHNEE

BB AR ERBIERTOEN AT S HEREE
RBEZEERSRE  URABNFEEEHH
REXRBEREENBEAE  AUTKERE
ERAFEMEELHE -

() FREEIGREEY S HEMEIRRE
NEEzTHEERER

AEBEBAEBTETRGEARAR([FETR
RBEDARZEPREPETREREERS -

REBRZF KR ERN B AR REL 2 SR
BB E B BR REE 2 EWGRIEREE R BT
THAEEE - N2019F12A318 » 2 F B AEKGIE
B ERH 309 2 [ FEYGKRIE RIBERIIE B |8RIA
A - RFR2018F 128318 » xFE AR FKIER
BERI bR B RFEIR IBREAR - HiH 2 SR

45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

Financial assets and liabilities are presented net when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle them on a net basis, or realise the asset and settle
the liability simultaneously.

(@) Financial assets and liabilities subject to netting
agreement and offset on the statement of financial
position

The Group maintains an account with the Hong Kong Securities
Clearing Company Limited (“HKSCC”) through which it conducts
securities trading transactions for its customers.

In presenting the amounts due from and to HKSCC, the Group has
offset the gross amount of the accounts receivable from and the gross
amount of the accounts payable to HKSCC. As at 31 December 2019,
the net amount was a receivable and was included in, “Accounts
receivable and prepayments” in Note 30 and as at 31 December 2018,
the net amount was a payable and was included in “Other accounts

RTX and accruals”. The amounts offset are shown below.
2019 2018
ERE R REEE 2 IR Gross amount of accounts receivable
from HKSCC 105,902 25,461
JENBEBRREE 2 FIBERE Gross amount of accounts payable
to HKSCC (16,742) (48,869)
FEU, (B B AR REEEFEE Net amount due from/(to) HKSCC 89,160 (23,408)

(2) RFREERHERBERBRRARA
HECTMEERAR

BREFERELH

AEEEBARERIHFIVARFEEEL
B URIEEERR - FREEEBHERE  —8B
HBRENEN  ESRRBIHTFIZARTKKS
BaRit  MAAERRFARHSRFRGEE
WIFREENEM  IARHF IR G NEE
BER—RIEEMBINKTPEHIHEERAE -

(b) Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position

Master netting arrangements

To mitigate credit risks, the Group enters into master netting
arrangements with counterparties whenever possible. Netting
agreements provide that, if an event of default occurs, all outstanding
transactions with the counterparty will be terminated and all amounts
outstanding will be settled on a net basis. Except for the event of
default, all outstanding transactions with the counterparty are settled
on a gross basis and generally do not result in offsetting the assets
and liabilities in the statement of financial position.

RIRITEEER AT 2019F FH
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45, TRIEERAENEHE@®

(2) RFREEZHERBEMBRARRA

HEcTMEERSE@®

BEFEREZH W)

TRINAREH - DERR N 2 @RFHEER
PERBRIBHEMAIRNSE T RS -

45.

(b)

OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)

Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position (Continued)

Master netting arrangements (Continued)

The following tables present details of financial instruments subject

to offsetting, enforceable master netting arrangements and similar

agreements.
o BRESBRAZR
BRER et HEvHBELE
Yo aEs hem = Related amounts not set
smamAR SRzem  Ofinthestatementof FHRAME
Gross EEEE financial position BT
amounts of Net amounts SWMIA ZRE
O®BEEM  recognised  of financial (B#EFEE HEE
EESE financial assets Eigi:tn)) ZEE
Gross liabilities set presented Financial el Amounts not
amounts of off in the inthe  instruments HEEH subject to
recognised statement statement (including Cash enforceable
financial  of financial  of financial non-cash collateral B netting st
2019%12H31H At 31 December 2019 assets position position collateral) received  Netamount agreements Total
SREE Financial assets
TESRTE Derivative financial instruments 470,924 - 470,924 (360,311) (89,227) 21,386 96,892 567,816
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45, TRIEERAENEHE@®

(2) RFREEZHERBEMBRARRA

HEcTMEERSE@®

45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position (Continued)

Pyt ey g Ae ) Master netting arrangements (Continued)
et WRIEFBARRRA
SRER et HEvHBELE
Yo aEs hem = Related amounts not set
SRAEAE SRzem  Offinthestatement FHRAk
Gross A of financial position BT
amounts of Net amounts SWMIA ZFE
B4/  recognised  offinancial (@RS HEYE
EE4E financial liabilities ERR) ok
Gross assets set presented Financial cE# Amounts not
amounts of off in the inthe instruments REHA subject to
recognised statement statement (including Cash enforceable
financial ~ of financial  of financial non-cash collateral B netting Gt
2019%12H31H At 31 December 2019 liabilities position position collateral)  placedout Netamount agreements Total
LREE Financial liabilities
BITER Deposits from banks 371,153 - 371,153 (371,153) - - 2,093,916 2,465,069
fTESMTEA Derivative financial instruments 1,050,009 - 1,050,009 (360,311) (665,051) 24,647 43,019 1,093,028
FEEEAZMEARE Trading liabilities 5,516,558 - 5,516,558 (3,914,155) - 1,602,403 - 5,516,558
HibRE kTaR Other accounts and accruals 300,000 - 300,000 (300,000) - - 10,465,814 10,765,814

RIRITEEER AT 2019F FH
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45. sRIEEHESENEHE@® 45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)
(Z) SEREEZHERBEEMBERRRA (b) Financial assets and liabilities subject to netting
HvemEEREBE@ agreement but not offset on the statement of financial
position (Continued)
AR FEAE T E) Master netting arrangements (Continued)
B WEEHBARRRA
HRER ROt okl e
Yo~ A e Related amounts not set
SWAmEE JIRzem  Offinthestatementof FHRAKE
Gross ~ AEFE fJlroiesic) BT
amounts of ~ Net amounts SEMIA 2R
DHALE  recognised  offinancial  (BEIFEE HE B
BERE financial assets i) i |
Gross liabilities set presented Financial Bl Amounts not
amounts of off in the inthe instruments ReBER subject to
recognised statement statement (including Cash enforceable
financial  of financial  of financial non-cash collateral HE netting A&t
2018%12H31H At 31 December 2018 assets position position collateral) received  Netamount  agreements Total
SREE Financial assets
TESRTE Derivative financial instruments 643,356 - 643,356 (262,857) (380,499 - 83,687 727,043
334
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45. TRIEERSENHHE@®

(2) RFREEZHERBEMBRARRA

HEcTMEERSE@®

45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (Continued)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the statement of financial
position (Continued)

AR FEAE T E) Master netting arrangements (Continued)
Rets WEEHBARRZA
HRER Rets Eakic il )
p ARk b == g Related amounts not set
SWAELE JIRzem  Offinthestatoment FHRAKE
Gross  @ffpgg _ Offinancial position BHIHT
amounts of  Net amounts SEIA ZHE
DHALE  recognised  offinancial  (BiEIFEE HEHE
afEesE financial liabilities il ZEF
Gross  assetsset  presented Financial BEER Amounts not
amounts of off in the inthe instruments ReBER subject to
recognised statement statement (including Cash enforceable
financial  of financial o financial non-cash collateral HE netting CE
2018%12H31H At 31 December 2018 liabilities position position collateral) placedout  Netamount  agreements Total
LREE Financial liabilities
RITEH Deposits from banks 1,995,696 - 1,995,696  (1,995,696) - - 1,801,860 3,797,556
TEERIA Derivative financial instruments 402,251 = 402,251 (262,857) (135,081) 4313 71,022 473,273
FEEEREMEE Trading liabilities 5,758,954 - 5758954 (5,134,563 - 624,391 - 5758954
Hih8EE kT8  Other accounts and accruals 500,000 - 500,000 (500,000) - = 7,700,112 8,200,112
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46. BERR 2 THESIR

B 202041 A AR BIE AR R IERR - WS
EEMZHEERAESCRBE S H 2 ML
mE - R BMEREENTHEEN -

AEFBEEYERFTRNERRE cERHAEE
ZEBREPREZFZE - RER  AEBZE
BREEIRBIER o

AEEESRETIERR(BREERR - TEA
B mEBESRRE)ETEDAR - AFEEN

TZEBHRRBAREE 2 MBI - EXRFTEER
ERBE®RZBERLE - sTAREAZB X
BIRBRERR B2 L & IR SRR R &
BRBOBWAE -

ERNMARNEERRENE ERR 2 &EHMEN
ARBERBTASBEARUMEARRBE AR

Bhz#E AERFZERBEREERVEE
TRHARBREFEETE - RISEREERES

EIF R EIRIE I ©

RS RF AR RRE 2 BN ERRES - B
ECR LA B R AEEZ LTS RAL
B BEE e

46. NON-ADJUSTING EVENT AFTER THE REPORTING
PERIOD

The outbreak and spread of the coronavirus disease across Mainland
China and beyond since January 2020 has caused disruption to
business and economic activities, and uncertainty to the global
economy.

The Group has been closely monitoring the impact of the development
of the coronavirus on the Group’s businesses and services to
customers. As of this stage, the Group’s business and operations
remain broadly normal.

The Group regularly performs stress tests on its key risks covering
credit risk, market risk, liquidity risk, etc. to assess the potential impact
of stressed business conditions on the Group’s financial position,
capital adequacy and liquidity. The stressed business scenarios
applied in the assessment include the assumption of a meaningful
slowdown in the economic growth of Mainland China and an economic
contraction in Hong Kong.

The results of the latest stress tests incorporating considerations
relating to the coronavirus disease showed that the Group has
sufficient capital and liquidity to absorb the impact of the stress.
The Group will continue to take appropriate actions to mitigate any
potential impacts, and will keep its contingency and risk management
measures under review, as the situation evolves.

With the situation and the spread of the coronavirus still evolving, the
impact to our core markets and also to the Group’s financial results
cannot be reasonably estimated at the current stage.
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TIREEAREE 2 ERHE R SRR 2 B DM
ER - B FEEEA MR 2 —FFD -

1. BXREHR

The following information relates to the Group and is disclosed as part
of the accompanying information to the financial statements and does
not form part of the audited financial statements.

1. CAPITAL ADEQUACY RATIO

20194 2018
12A31H 12H31H
As at As at
31 December 31 December
2019 2018
BARF L Capital adequacy ratio
— Tl — Common Equity Tier 1 13.4% 13.1%
— — & - Tier 1 13.9% 13.7%
— BEe - Total 17.9% 18.1%

201912 431 H Kk2018F12 A1 H 2 EA R &
LR T ARFRITROARAAN (R IERFIE R RTT R
AHRIT (P ED ) RIBCRITE(BER) R AN EE
A ENERMFE - ZEAT R XNFHED
Z B2 AR ARERR o

BARB B RITEMGER - KRBT ABDBEMRIT
AESFERT B R REER o BRI RITA
BT ABRPIRITEEENHRERARFRT(F
B) /B8 T B RAPBRITHEEERNRT

2. 1EIRE=

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

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

2. LEVERAGE RATIO

2019 20184

12A31H 12H31H

As at As at

31 December 31 December

2019 2018

TEARLE 2 Leverage ratio 8.9% 8.8%

(3R 773 CE7R) B H24A0) 10 2 1 HE IS b 6
ZHE - LRI GARRZ BRI
EA TR 2 RS B -

The disclosure on leverage ratio is required under section 24A(6)
of the Banking (Disclosure) Rules. The above ratios represent the
consolidated position of DSB and are computed on the same
consolidated basis as the capital adequacy ratio.

RIRITEEER AT 2019F FH
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3. MEMEMERSER

3. LIQUIDITY MAINTENANCE RATIO

2019 2018

MBI MRS K

MBI MEITLL KT RHIRTT (BIERPIR R RIT R
AFRIT (P ED)) R BEEEEE AN FEKRa
MBEEFLL RN E TR - REERSTLLE
TRIBCIRITEORBIE) RADA HE

RIRITABEEMRITARBEBRITRED
ETRBEESREER - RPIHRRITAET
BRRPIRITREENRE RAFIRIT(FE)A
BTARTERITREENRE °

Liquidity maintenance ratio 46.4% 45.6%

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

DSB as a locally incorporated bank in Hong Kong is subject to the
liquidity requirement under the Hong Kong Banking Ordinance. BCM
is subject to Macau banking regulations and DSB China is subject to
China banking regulations.
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4. HMEREB 4. CURRENCY CONCENTRATIONS

Ty AAREEE2019 F12 A31 HZETMET The following sets out the net foreign exchange position in USD and
151 &S 2 SN 5 58 (75 Bl 2 FINEEE 3¢ EE e 28 P A8 S other individual currency that constitutes more than 10% of the total
PBEHER10%) © REARME Z LR - net position in all foreign currencies as at 31 December 2019 and the

corresponding comparative balances.

2019412 531 H %2018 12 A31H » A% E The Group did not have any structural foreign exchange position as
AR AR MEONES IS ARV RE - AR T RE VIR at 31 December 2019 and 2018. The net position is calculated in the
BREINERES L 2 SREMNERE BEME basis of the delta-weighted position of all foreign currency option
Ho contracts.
INEEE
P9 Hihek Total
EY ARE Macau Other foreign foreign
2019%12 A31 H At 31 December 2019 US dollars Renminbi Pataca currencies currencies
HERBEAT Equivalent in HK$ millions
REEE Spot assets 68,058 17,066 11,730 9,331 106,185
REaf Spot liabilities (48,362) (15,453) (11,963) (8,965) (84,743)
RHEA Forward purchases 38,334 20,312 - 3,906 62,552
REEL Forward sales (57,101) (21,638) - (4,347) (83,086)
s Net options position (40) - - 40 =
/(B BFHE Net long/(short) position 889 287 (233) (35) 908
INEE G
RFHE H by Total
e ARE Macau Other foreign foreign
2018F12A31H At 31 December 2018 US dollars Renminbi Pataca currencies currencies
HEREEBT Equivalent in HK$ millions
REEE Spot assets 60,969 14,883 10,894 5,691 92,437
RERE Spot liabilities (43,893) (14,226) (11,539) (8,423) (78,081)
BHEA Forward purchases 29,060 13,612 1 7,359 50,032
REEN Forward sales (45,568) (13,760) (160) (4,639) (64,127)
Hi s Net options position 34) - - 34 -
R/(Q)BFE Net long/(short) position 534 509 (804) 22 261
339
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5. ERERESREIEINIDN 5. ADDITIONAL ANALYSIS ON CLAIMS AND

EXPOSURES

(R) RIS B2 EFERBBEUNERA (@)
BOERUZERRRENEI LS

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

#) by percentage covered by collateral
2019512A31H 2018512A318
At 31 December 2019 At 31 December 2018
EXAT BHEsE
FHEARRE RERRRE
ZBD ZAN
% of gross % of gross
AEEL advances REEER advances
Outstanding covered by Outstanding covered by
balance collateral balance collateral
EEBERANER Loans for use in Hong Kong
Iien Industrial, commercial and financial
—MEER - Property development 4,700,618 64.6 5,411,554 69.4
—MERE - Property investment 15,972,169 97.0 15,930,681 98.7
—SRbE - Financial concerns 6,057,400 3.0 5,229,101 3.2
—BREER - Stockbrokers 1,585,717 28.6 1,711,512 28.2
—BEETEX - Wholesale and retail trade 6,455,795 90.1 6,584,127 89.2
—BlE¥ - Manufacturing 1,978,378 59.5 1,702,636 75.0
— B RERZE - Transport and transport equipment 3,496,770 71.9 3,691,151 73.1
—FREEE - Recreational activities 103,724 99.8 103,057 99.8
— &R — Information technology 52,976 70.5 70,890 82.3
—Hfh - Others 4,464,895 79.6 3,537,199 82.9
44,868,442 7241 43,971,908 75.2
{(EN Individuals
~-BE[E&EHHEEE] [ALA - Loans for the purchase of flats in Home
2EEEHEIR Ownership Scheme, Private Sector
[HEEHREE Participation Scheme and Tenants
BTER Purchase Scheme 584,349 100.0 632,804 100.0
-BEHMEENEER - Loans for the purchase of other residential
properties 29,864,112 100.0 26,609,223 100.0
—ERARER - Credit card advances 3,761,021 - 3,721,632 -
—Hft - Others 13,196,910 52.8 12,927,451 51.3
47,406,392 789 43891110 772
EBBERANER Loans for use in Hong Kong 92,274,834 75.6 87,863,018 76.2
U G) Trade finance (Note (1)) 8,815,573 62.9 9,265,660 62.8
EERBIMERNER Loans for use outside Hong Kong (Note (2))
(@) 35,856,366 66.0 31,499,409 67.8
136,946,773 723 128,628,087 732
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5. EBEEKREAEEZEIIND W@

(R) RTEDECEFERBHE(LLERHA
ERoERUSEHERRENE LD
) (@)

(1) LBRNRZESRERSERESERELZM
BiEsSImaEAREED MONEBOMNRE -
UREmEHBESEZEN

TEREBZBHMEBR(BIEAFRITZIEIN
RITMBARE T 2B HRE ) #{5294,310,000
77t (20184F12 431 H : 306,245,000/ 7T ) 7 48
RITEBBAIMERHER AT -

@ EEEMIMERANERBERTEERFPEES
BIASMERZ B3R -

(a)

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$294,310,000 (31 December 2018: HK$306,245,000) are classified
under Loans for use outside Hong Kong.

Loans for use outside Hong Kong include loans extended to customers
located in Hong Kong with the finance used outside Hong Kong.
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5. EBEEKREAEEZEIIND W@

(R) RTEDECEFERBHE(LLERHA
ERoERUSEHERRENE LD
) (@)

FilinTHR S EREEERAREE10% A EATT
¥ HEGBEERE SHERE BE3 K&
P& MBS 2EFURBEES T ¢

5. 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:

EReE P11 R
B A EE B Ex2
REER  #iB@3MEA P& ER3 BEEE
(P& ER3) Gross FE%ME Stage1and
REEBGEES Impaired advances Stage 3 Stage 2
Outstanding loans  overdue for  impairment impairment
2019%12831H At 31 December 2019 balance (Stage 3) over 3months allowances  allowances
ERBERRER Loans for use in Hong Kong
IReR Industrial, commercial and financial
—MERE — Property investment 15,972,169 45,985 44,910 4,721 79,461
A Individuals
—BEHMEEMEER — Loans for the purchase of other
residential properties 29,864,112 44,204 33,772 7,537 21,934
TERBAIME AR ER Loans for use outside Hong Kong 35,856,366 256,544 373,852 129,588 131,693
Eas PEER1 K
AHRER PR ER2
AEER  HBiBsEA FEER3 RE%ERE
(F&ER3) Gross BfEEME  Stage 1and
AEERER Impaired advances Stage 3 Stage 2
Outstanding loans  overdue for  impairment  impairment
2018F12A31H At 31 December 2018 balance (Stage 3) over 3 months  allowances  allowances
EEBEANER Loans for use in Hong Kong
TrseE Industrial, commercial and financial
—WEKE - Property investment 15,930,681 46,826 39,278 3,417 89,814
A Individuals
-BEHEMEEMEER - Loans for the purchase of other
residential properties 26,609,223 27,406 14,575 1,807 18,520
TERBAIME AR ER Loans for use outside Hong Kong 31,499,409 220,458 182,600 90,693 122,411
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5. EBEEKREAEEZEIIND W@

(2) BHBEAEEBNERER

REFBSER(RITERE)RA) - U THH
BAEEBNBRBEZ AT H2REBSERY T
B RPE KT R AR IS 2 SRRTTRR ZH T
RIREEREREBEERAUSE - EP R BEAH
RITRERMBITHBARR T 2 HBEIAREERS

5. 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

HUBREE o

subsidiary bank only.

BESERA BESERND
HEREE HErEE
On-balance Off-balance HERE
20194 2019 sheet exposure sheet exposure  Total exposures
1. FRRET  FREFHEER 1. Central government, central
BEREHRBARNEE government-owned entities and
NI =N their subsidiaries and joint ventures
(*JV”s) 10,376,553 501,429 10,877,982
2. HWHBE - HBT#SER 2. Local governments, local government-
BEREKRBARNEE owned entities and their subsidiaries
NI and JVs 1,075,406 323,331 1,398,737
3. FEEEFEAMZBERSKAE 3. PRC nationals residing in Mainland
FH B A Bk 7 B E A B China or other entities incorporated in
R Lt A mA Mainland China and their subsidiaries
BENT] and JVs 13,873,770 1,310,785 15,184,555
4, REELMFE-BE2H|/ZF 4. Other entities of central government not
KRBT E s reported in item 1 above 2,397,774 49,341 2,447,115
5. AREHELME_IE2®H/ M 5. Other entities of local governments not
IR E AR reported in item 2 above 1,039,800 290,552 1,330,352
6. [EEEREAMAINZ 6. PRC nationals residing outside Mainland
B R AE B A3 A China or entities incorporated outside
SNBK S EHERS - T s Mainland China where the credits are
ROEZRRHE A granted for use in Mainland China
= 11,912,699 405,440 12,318,139
7. HthXRS5EF  HHE 7. Other counterparties where the
WA EH R B AREIE exposures are considered to be
RITHER P HRE non-bank Mainland China exposures 1,329,873 - 1,329,873
42,005,875 2,880,878 44,886,753
RETERTT R E AMHERTT Total assets of DSB and its Mainland
HIB ARl Z kR subsidiary bank after provision
Rk 2 BEAR 224,615,205
EEBBRANGE On-balance sheet exposures as percentage
EEERF BN of total assets 18.70%

i L ERHEeREPEREEREMHTRR
Bz2% -

Note: The balances of exposures reported above include gross advances and
other balances of claims on the customers.
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5. EEKREAEEZEIIND W@ 5. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(Z) B ARMEXEKHEREE @) (b) Mainland activities exposures (Continued)

BEREBRA BERBRI

HEREE HEREE
On-balance Off-balance 1BEREE
20184 2018 sheet exposure sheet exposure Total exposures
1. FPREFT  RREfFHEAR 1. Central government, central
BEREBARMA S government-owned entities and
A their subsidiaries and JVs 9,982,126 305,735 10,287,861
2. HWHBF - #HBIT#EER 2. Local governments, local government-
WEKENBARMNAE owned entities and their subsidiaries
NG| and JVs 1,504,724 371,992 1,876,716
3. BEEEFREAMER 3. PRC nationals residing in Mainland
Sk AE R B A Ak AL Y China or other entities incorporated in
H s R EKTE Mainland China and their subsidiaries
AEIMELERT] and JVs 13,135,384 1,046,751 14,182,135
4, RBEELME-B2HZH 4. Other entities of central government not
RBFHE s reported in item 1 above 1,154,781 9,949 1,164,730
5. ABELME-BEFH 24 5. Other entities of local governments not
T BT R E Ak reported in item 2 above 643,794 6,616 650,410
6. FEFEEFEAMAINNZER 6. PRC nationals residing outside Mainland
S AE A B A A SN SZ A China or entities incorporated outside
HrE - s R Mainland China where the credits are
B E AL granted for use in Mainland China 9,618,828 359,654 9,978,482
7. HtXRSEF  HHE 7. Other counterparties where the
WA ES R B AREIE exposures are considered to be
RITEEFPHIERE non-bank Mainland China exposures 1,000,366 - 1,000,366
37,040,003 2,100,697 39,140,700
RIIRITRE AU IRTT Total assets of DSB and its Mainland
BBz kR EE subsidiary bank after provision
ZBESE 213,334,791
EEBBRANBEG On-balance sheet exposures as percentage
BEATENL of total assets 17.36%
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5. EBEEKREAEEZEIIND W@

(RA) REAS M 2B FERAERBHMER

BEFEFZBREOIMIRECEERBREBRRL
RPHEFHRAEMBDE - —RME - EEKOER
HRRERZZEHF TR R - BRERER -

TRATFPENER  HETFPER(ERI) &
HIEPER - B3 - RER1 MR EEFR
AT o

5. 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.

P ER1

REEFER R P& ER2

EF (P& EX3) bkt P& Ez3 REXER

B Impaired EFEX WE%HE Stage1and

Gross advances to Overdue Stage 3 Stage 2

advancesto  customers advancesto impairment impairment

2019%12831H At 31 December 2019 customers (Stage 3) customers allowances allowances
BB Hong Kong 113,233,394 933,795 500,123 355,400 548,920
H China 7,940,270 64,274 64,274 11,496 50,993
JRFT Macau 14,800,379 46,036 177,735 13,308 22,908
Hh Others 972,730 5121 7,549 993 4,568
136,946,773 1,049,226 749,681 381,197 627,389

PR ERT

HETFER N g2

B (F&E%3) f60 £ PEER3 B

ERpE Impaired BEFER JH{E%ME  Stage 1 and

Gross advances to Overdue Stage 3 Stage 2

advancesto  customers advancesto impairment impairment

2018512 431H At 31 December 2018 customers (Stage 3)  customers  allowances allowances
5 Hong Kong 105,025,978 832,748 441,976 332,656 479,963
F China 7,442,961 75,691 66,817 12,147 46,637
SR Macau 14,456,832 59,521 59,521 17,867 16,860
Hit Others 1,702,316 2,206 12,795 319 7,474

128,628,087 970,166 581,109 362,989 550,934
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5. EBEEKREAEEZEIIND W@

(T) EIFR{ERE

BREREHREZRRRNERR  REXS
HFNMELMEEE ML 5 H FREEEHN
B - —RME  EXZHTFNEEREHETR
BRONZ—HER  XETERL —RRITHE
HNAT > MEAEENTRAMNER - 4 SHER
BRA—BEREEES—BR - L5 REMRA
ZEREBR - RBBKBEREEEE10%A
EZRIETEHEE -

5. 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.
FRITIAABE
Non-bank private sector
FEm
FR1T TN
SREE Non-

BA#%E  Non-bank financial EfEA%E
2019%12831H At 31 December 2019 BT Official financial private Total
BEBT In millions of HK$ Banks sector institutions sector claims
BEE L Offshore centres 5,309 19,518 10,501 135,768 171,096

—HA  BF - of which: Hong Kong 4,560 17,167 10,500 119,445 151,672
ERPEAE Developing Asia and Pacific 28,110 1,377 877 16,492 46,856
—HA: - of which: Mainland China 20,533 1,297 524 13,277 35,631
FESRTTRAA S
Non-bank private sector

SR

FERTT NG T

T R Non-

E7#E  Non-bank financial BBz
2018412 A31H At 31 December 2018 $RAT Official financial private Total
BEAT In millions of HK$ Banks sector institutions sector claims
BEE AL Offshore centres 6,179 17,390 8,324 125,961 157,854

—Hh & - of which: Hong Kong 4,874 15,327 8,034 109,858 138,003
EEPTAR Developing Asia and Pacific 30,328 1,651 976 14,380 47,335
—HA i - of which: Mainland China 24,160 1,575 606 12,165 38,506
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TO THE SHAREHOLDERS OF DAH SING BANKING GROUP LIMITED
(Incorporated in Hong Kong with limited liability)

OPINION

What we have audited

The consolidated financial statements of Dah Sing Banking Group
Limited (the “Company”) and its subsidiaries (the “Group”) set out on
pages 125 to 336, which comprise:

o the consolidated statement of financial position as at 31
December 2019;

° the consolidated income statement for the year then ended;

° the consolidated statement of comprehensive income for the
year then ended;

° the consolidated statement of changes in equity for the year then
ended;

° the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which include
a summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

° Impairment of loans and advances to customers
° Impairment of the investment in an associate, Bank of Chongging
(“BOCQ”)
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KEY AUDIT MATTERS (Continued)

Key Audit Matter

Impairment of loans and advances to customers

How our audit addressed the Key Audit Matter

Refer to notes 4(a) and 21 to the consolidated  We understood and tested key controls in relation

financial statements.

As at 31 December 2019, the Group recorded
loan impairment allowance of HK$1,008,586
thousand against the total loan portfolio of
HK$136,946,773 thousand, with HK$474,635
thousand, HK$152,754 thousand and
HK$381,197 thousand, as stage 1 and 2 and,
stage 3 impairment allowance respectively.

The balances of impairment allowance for
loans and advances to customers represent
the management’s estimates at the balance
sheet date of Expected Credit Losses (‘ECL”)
under Hong Kong Financial Reporting Standard
9. Its application is considered as a complex
process and requires considerable judgements
and interpretation.

Key judgements and estimates in respect of
the measurement of ECL include:

o Selection of appropriate models
and determination of relevant key
measurement parameters and
assumptions;

o (riteria for determining whether or not
there was a significant increase in credit
risk (“SICR”), or a default or impairment
loss was incurred;

o Selection of economic indicators for
forward-looking measurement, and the
application of economic scenarios and
weightings; and

o The estimated future cash flows for loans
and advances to customers in stage 3.

Oversight and governance, including the Risk
Management and Compliance Committee,
Credit Management Committee, over the
review and approval of the internal credit
risk ratings, the ECL related policies, models
including any changes required, staging,
forward looking information used and
the scenario weightings applied, and the
calculated ECL balance;

Regular monitoring and validation of
impairment models;

Assessment of the credit quality, assignment
of internal credit risk ratings, and timely
identification, assessment and reporting
of non-performing loans and advances to
customers;

Significant management judgments and
assumptions, including SICR, defaulted
or credit-impaired and forward-looking
adjustments;

The accuracy and completeness of the
key data inputs between underlying source
systems and the impairment models.

In addition to testing the key controls, we have
also performed the following procedures:

With the assistance of our internal modelling
specialists, we reviewed the major modelling
methodologies for ECL calculation, and
assessed the reasonableness of models
selection, key parameters estimation,
significant judgements and assumptions in
relation to the models.
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KEY AUDIT MATTERS (Continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Impairment of loans and advances to customers (Continued)

There is also an increase in the data inputs
required by the ECL models. This increases the
risk of completeness and accuracy of the data
used to calculate the ECL.

Loan impairment allowances is an audit focus
due to the materiality of the balances and
the underlying calculations are subject to
significant judgement of management.

DAH SING BANKING GROUP LIMITED ANNUAL REPORT 2019

o We selected samples and critically
assessed the key assumptions and inputs in
management’s credit reviews and evaluated
the reasonableness of the assigned credit
risk ratings. We further assessed the
appropriateness of the management’s
identification of SICR, defaults and credit-
impaired loans and challenged the criteria
used for staging, in consideration of the
financial information and non-financial
information of the borrowers, relevant
external evidence and other factors.

o For forward-looking adjustments, we
assessed management’s analysis of their
selection of economic indicators, economic
scenarios and weightings employed,;
and reviewed their sensitivity analysis of
probability weightings. We further challenged
and assessed the reasonableness around
weightings of multiple economic scenarios.

o We tested on a sample basis the
reconciliation between ECL models’ data
inputs and source system records to ensure
the accuracy and completeness of the data
used in the ECL models.

o For a sample of stage 3 impaired loans,
we understood the latest developments at
the borrowers and the basis of measuring
the impairment allowance and considered
whether key management judgments
were appropriate given the borrowers’
circumstances. We also re-performed
management’s impairment calculation
and tested key inputs to the impairment
calculation including valuation of collateral
held and estimated future cash flow from
borrowers.

Based on the procedures we performed, we
found the model methodology, key parameters,
significant judgement and assumptions adopted
by management were reasonable and in line with
our industry knowledge and market information.
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KEY AUDIT MATTERS (Continued)

Key Audit Matter

How our audit addressed the Key Audit Matter

Impairment of the investment in an associate, Bank of Chongqing (“ BOCQ”)

Refer to notes 4(f) and 24 to the consolidated  We have performed the following procedures in

financial statements.

The Group’s investment in BOCQ is accounted
for as an associate, using the equity method.
The Group carried the investment in BOCQ of
HK$3,888,775 thousand as at 31 December
2019, after making a provision for impairment
of HK$1,735,000 thousand as at year end.
The impairment loss charged for the year is
HK$287,000 thousand.

Management identified the carrying value of
the investment is higher than the market value
of BOCQ which is considered an indicator of
potential impairment. Management performed
an impairment assessment and has assessed
that the recoverable amount of the investment
in BOCQ was lower than its carrying value. The
recoverable amount was measured as value-in-
use (“VIU") estimate calculated by discounted
cash flow model (‘DCF”).

We focused on this area due to the materiality
of the balance, the significance of impairment
charge and the highly subjective management
judgements and assumptions involved in
assessing the impairment.

relation to the assessment of impairment of the

investment in BOCQ:

o We obtained an understanding of the
impairment assessment and the processes
applied by management with respect to the
determination of the VIU of the investment in
BOCQ

o We evaluated the appropriateness of the
valuation model used by the management;

o We assessed the reasonableness of key
assumptions and inputs used by the
management, including the discount rate,
profit growth rate and exit value, based on
relevant supporting evidence (with reference
to external market information, third party
sources, including analyst reports, and
publicly available BOCQ information) and our
knowledge of the business and industry;

o We performed sensitivity analysis on the
VIU estimates to evaluate how sensitive
management’s assessment is to the change
of different inputs of key assumptions
individually and collectively in different
scenarios.

Based on the procedures we performed, we

found that management’s judgement used in
the impairment assessment of the investment in

BOCQ was supported by available evidence.
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee assists the directors in discharging their
responsibilities for overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as
a body, in accordance with Section 405 of the Hong Kong Companies
Ordinance and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional scepticism throughout the audit.
We also:

° Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

o Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Conclude on the appropriateness of the directors' use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other

matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control

that we identify during our audit.

We also provide the Audit Committee with a statement that we have

complied with relevant ethical requirements regarding independence,

and to communicate with them all relationships and other matters that

may reasonably be thought to bear on our independence, and where

applicable, related safeguards.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Continued)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Cheng Sin Bun, Benson.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 25 March 2020
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

417 Branch

ik Address

E5E Tel

& HE Fax

RHRITERDA

Dah Sing Bank, Limited

BRBAT

Hong Kong Island Branches

‘

BEBFDT
Aberdeen

SEBERLAT
Admiralty Centre

R 21T

Causeway Bay

FED1T
Central
BaLS 1T
Fortress Hill

ELHEDT

Gloucester Road

S 21T
Happy Valley

BIEWD1T

Heng Fa Chuen

HEBESIT
Johnston Road
tHBST

North Point
LEESIT
Shaukiwan
ABEHEDT
Shek Tong Tsui
ERA1T
Sheung Wan
REHDIT
Taikoo Shing

BB LESE =B R iE
Shop 1, G/F and Portion of the Basement of Site 3,
Aberdeen Centre

ERE185EE T LS — B 105
Shop No. 10, 1st Floor of the Podium, Admiralty Centre,
No. 18 Harcourt Road

5 EET/E 5 184685k S B B 3 AR O T R Hh B

G/F and Basement, Cameron Commercial Centre,

No. 468 Hennessy Road, Causeway Bay

EEE R 195 IRIR A E 3 TASR 4

Shop A, G/F, Worldwide House, 19 Des Voeux Road Central
b A 28 2 76293-2995 JiE = A E b T~ 15-2255% 45 K B
Shop No.15-22, G/F and basement, Empire Apartments,
Nos. 293-299 King’s Road

HTITE10855 KRR O TBSR A

Shop B, G/F, Everbright Centre, 108 Gloucester Road
SRS 13K G AE M AT

Shop A, G/F, Kam Yuk Mansion, No. 13 Yuk Sau Street,
Happy Valley

S¢S R ZR 10055k N TE TR A TE#T 218 234-2355% Al

Shop Units 234-235, 2/F, Heng Fa Chuen Paradise Mall,
100 Shing Tai Road, Chai Wan

BT BEE16458

164, Johnston Road, Wanchai

2 EA33- 43T IR A E

Chu Kee Building, 433-437 King’s Road

G EEST-8T A LI TS G85R

Shop G8, G/F, Tai On Building, 57-87 Shaukiwan Road

S ABETE443-4535 3 T 15-16554

Shop No. 15-16, G/F, 443-453 Queen’s Road West
LIREEIET 2885 5 M5 A EH TB25RiE—1EBE
G/F & 1/F, No. 288 Des Voeux Road Central, Sheung Wan
7B B RA B A 157258 & Hh 5015748

Shop No. G501, On Shing Terrace, No. 28 Taikoo Shing Road &
No. 1-9 Tai Yue Avenue, Taikoo Shing

2554 5463

2529 1338

2891 2201

2521 8134

2922 3389

2507 8866

2572 0708

2558 7485

2572 8849

2561 8241

2568 5271

2857 7473

2851 6281

2884 4802

2554 0843

31102818

2591 6037

2526 9427

2887 7604

2507 8654

2572 0718

2889 2520

2891 3743

2811 4474

2567 5904

2108 4539

2581 2216

2884 3151
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch

ik Address

E5F Tel

& HE Fax

RHRITERDA

Dah Sing Bank, Limited

hEEDTT
Kowloon Branches
REH DT

Shing Yip Street
AL D 1T

Hunghom

=BT

Jordan

BEDT

Kwun Tong

BEST

Lok Fu

EFZHWHIT

Mei Foo Sun
Chuen

A DT
Mongkok
REDIT
Cheung Sha Wan
EEEEST
Telford Gardens
TED1T
Tokwawan
HERSIT
Tseung Kwan O
5B
FEBHODIT
Tseung Kwan O
Metro City Plaza
RYBHT
Tsimshatsui
BEARMDIT
Wong Tai Sin
S i3 5 1T

Yaumatei

BEPK 1055 T ASS

Shop A, G/F, 10 Shing Yip Street, Kwun Tong

ALREE 2855 B R Rt T3 R4Sk 4112255 4 R 212357 i
Shop No. 3 and 4 on G/F, Shop No. 2 on 1/F and Shop
No. 3 on 2/F, Cheron Court, 28 Wuhu Street, Hunghom

PR BB 33555

335 Nathan Road, Jordan

BEREEASHRE T O T 7-95% 4

Shop Nos. 7-9, G/F, Yee On Centre, 45 Hong Ning Road,

Kwun Tong

581985 L= S — 121101 Z=11025% 4

Shop Nos. 1101 and 1102, 1/F, Lok Fu Place, 198 Junction Road
FEZ B AR A B 10AH TN26E M5 &8

Shop No. N26E & F, G/F, 10A Nassau Street, Stage V,
Mei Foo Sun Chuen

iE A Z0B 6975k
697 Nathan Road, Mongkok

R /EE8895REE AR O\ N 15R A

Shop 1, G/F, CRE Centre, 889 Cheung Sha Wan Road
BB ES — Bl — 2 F5A-F6ATR

Units F5A-FBA, Level 2, Telford Plaza |, Kowloon Bay

1 I&38245B K 24755 =212 280
G/F, Mei King Mansion, Phase I, No. 245B and 247 Tokwawan Road

15 E R E £ #7997 PopCorn &5 T B G585 i i
Shop G58, G/F, PopCorn, 9 Tong Chun Street, Tseung Kwan O

15 BMCP Discovery—1£1275% 4

Shop 127, Level 1, MCP Discovery, Tseung Kwan O

LR BEBUEEE-705R & A E
Golden Crown Court, 66-70 Nathan Road, Tsimshatsui

FEAMEARAR L FEERHD T G3CHE
Shop No. G3C, Ground Floor, Temple Mall South, Wong Tai Sin

R T SR FE 561 5%
561 Nathan Road, Yaumatei

2191 8103

2365 8110

2385 0161

2389 3911

2337 6300

2370 2660

2394 4261

2361 0951

2927 4130

2365 9035

2752 1223

2927 2101

2366 9121

2326 5165

2782 1339

2191 8723

2363 5917

2782 0993

2389 8239

2337 6922

2370 2006

2391 9104

2958 0985

2755 4967

2363 5696

2752 1098

2702 2305

2311 1491

2350 0894

2385 9285
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

41T Branch

ik Address

E5F Tel

& HE Fax

RHRITERDA

Dah Sing Bank, Limited

HREDT

New Territories Branches

BE DT
Kwai Fong

BRILESS1T
Ma On Shan Plaza

EXRHEDIT
Maritime Square
Bl 51T
Ocean Walk
PHST

Shatin
WIHES 1T

Sha Tsui Road

EXkaeT
Sheung Shui

REDIT
Tai Po

KEST
Tai Wai

RKEDIT
Tin Shui Wai

EBA1MT

Tsuen Wan

B AIT
Tuen Mun

FRD1T
Tung Chung

BEST

Fanling

TEBIEDTT
Yuen Long Castle
Peak Road

235 B RR1785% S EH N 2554

Shop 2, G/F, Edition 178, 178 Hing Fong Road, Kwai Chung
FSEL TR E56085% 53k L1 &35 = 1233557 &

Shop 335 on Level 3, Ma On Shan Plaza, 608 Sai Sha Road,
Ma On Shan

B K EAEE335% 5 7K 108 D-E5i#

Shop 108 D-E, Maritime Square, 33 Tsing King Road, Tsing Yi
P95 22 % 168-2365% 8 84511 K 93-9557

Shop 11 and 93-95, Ocean Walk, 168-236 Wu Chui Road, Tuen Mun
D HIFER LM T 955k 4

Shop 9, G/F, Lucky Plaza, Shatin

2871 E286-2885% 1 T

G/F, Nos. 286-288 Sha Tsui Road, Tsuen Wan

KT & X 55-595 JKRUE H T BYR 4R

Shop B, G/F, Siu Kai House, 55-59 San Fung Avenue, Sheung Shui
RNIBL R 57 A E 54 T535% R 545% &

Units 53-54 on Level 1, Tai Po Plaza, No.1 On Tai Road, Tai Po

> B K EI3E55-5657 5 1B A114-1853 & B /E Bt T 1 X 25R 4

Shops 1 and 2 on Ground Floor, Grandeur Garden,

14-18 Chik Fai Street, 55-56 Tai Wai Road, Shatin

RKERIFET35E R ARS8 KA 51121205k 4

Shop No. L120, First Floor, Tin Shing Shopping Centre,
Tin Shing Court, 3 Tin Ching Street, Tin Shui Wai
EEATE14-1655F A E

Dang Fat Mansion, 14-16 Tai Ho Road, Tsuen Wan

T PI40 5 & 1852-6257 & 1 12 3 T 455 SR 557 4

Shops 4 and 5 on G/F, Man Cheung Mansion,

52-62 Tuen Mun Heung Sze Wui Road

U || 5088 B SR A1 S SR AR B 4 2355 4

Shop 23, G/F, Tung Chung Crescent, 1 Hing Tung Street,
Tung Chung, Lantau Island

1358 B A K 8BS E AR IS FAT1-A14 5% 110-11257 4

Shop Nos. A11-A14 and 110-112, Ground Floor, Flora Plaza,
No. 88 Pak Wo Road, Fanling

TLEAE AR ST RAER 162168575 F 12 Hh T CHR 4

Shop C, G/F, Len Shing Mansion, 162-168 Castle Peak Road,
Yuen Long

2487 8033

2929 4137

2435 1368

2404 6931

2606 3533

26151510

2671 5030

2667 2588

2691 1272

2448 9008

2492 8102

2441 6218

2109 3484

2677 8830

2479 4555

2489 1253

2633 3432

2435 1582

2404 7130

2601 2413

2615 1099

2672 1533

2664 3637

2606 1531

2448 9112

2415 0984

2441 6613

2109 4353

2669 9950

2479 4522
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MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

44T Branch

3k Address

E5F Tel

RFIH1T
Macau Branches
REBLT

Main Branch

REST

Almirante Lacerda

WERT

lao Hon

BEST
Kin Wa

BT
Mercadores
EHHT
Nape

BEi 51T

Palha

FAITODTT

Ponte e Horta
WEES 1T
Ribeira do Patane

AT
Toi San

S SEH DT
Pedro Coutinho

FE RS ER57255

Avenida da Praia Grande, 572

TRLE IR B K S B 43-BER

Avenida Almirante Lacerda, No. 43-B

FRIEFT BB — 1545584 Ak T K= (5 — Bt FACEE

Rua Um Bairro lao Hon No. 45, Industrial Yau Seng (Fase I) R/C AC
BIRGIE B IR245 BRI 513 NARE

Estrada Marginal da Areia Preta, No. 24, Edificio Kin Wa,

Bloco 13 R/C A

i K 4057 TARE

Rua dos Mercadores No. 40 R/C A
REEEI5315-3635% & % K L FORE
Alameda Dr. Carlos D’Asumpcéo, 315-363,
Edificio Hot Line, R/C O

B A5 AR

Rua da Palha, No. 4, R/C A

AT 2957 i TN FAE

Praga Ponte e Horta, No. 29, R/C F

B RITR & 40250t TARE

Rua Visconde de Pago d’Arcos, No. 402, R/C A
A LER DI E +— T T /e B 2518 NCCRE
Rua Onze Barrio Tamagnini Barbosa, S/N,
Jardim Cidade Nova, Bloco 18, R/C CC

=i S 14725-D5k & 2 i T B
Rua de Pedro Coutinho No. 25D, Queens Court, R/C B

(853) 8791 0000

(853) 2831 6191

(853) 2837 8262

(853) 2845 0759

(853) 2857 2610

(853) 2872 2515

(853) 2837 3762

(853) 2837 8704

(853) 2895 2942

(853) 2823 8483

(853) 2821 6523

BHEEDTT

Taipa Branch
RFEFDT
Prince Flower City

IR AR F e — B AT R TR
Rua de Evora, Prince Flower City, Lai San Kok, R/C |, Taipa

(853) 2884 2788

BEREST

Coloane Branch

BT
Coloane

IR SR H QR i N DR
Largo do Matadouro 9, R/C D, Coloane

(853) 2888 2374

RIRITEEFR DA 2019F F 3

359



T2MBIRIT—D

TR

MAJOR BANKING SUBSIDIARIES - LISTS OF BRANCHES

360

417 Branch 3k Address 5 Tel
RFRT(FE)BRD =

Dah Sing Bank (China) Limited

) RN 2804 [ 1 B 738 R B SR B8 50165% A 100K AL 1512

Head Office 15/F, Tower A, Kingkey 100 Building, No. 5016 Shennan Road East, (86-755) 2519 9033

RYNBIE AT
Shenzhen Qianhai
Sub-Branch

BB 4T
Guangzhou

EE51T
Shanghai

MESD{T
Nanchang
EID1T

Zhenjiang

BILXAT

Foshan Sub-Branch

Guiyuan Street, Luohu District, Shenzhen

FRYITHE IR e 0 T3 Bk S g8 250 (bR ) 4-7TIR4E 12123
Shop 123, Building 4-7, Zhuo Yue Wei Gang (North),

Industrial Road 7, Shekou, Nan Shan District, Shenzhen

BERE BN SR ARILEE604-25% AFRITAE1 B F2/E01 8 T
Unit 01, 1/F-2/F, Dah Sing Bank Building, 604-2,

North Renmin Road, Yue Xiu District, Guangzhou, Guangdong
BT A& R A& ER5015% HEH £ B E%15/E06, 078 T
Room 06 & 07, 15th Floor, Sinar Mas Plaza,

No. 501 Dong Da Ming Road, Hongkou District, Shanghai
IREEEEMRSREIEE1365%1-28

1/F-2/F, 136 Dieshan Road, East Lake District, Nanchang, Jiangxi
ST AR ST T A O [ AR BB 595

59 Jiefang Road, Jing Kou District, Zhenjiang, Jiangsu

BERA G LR RN SR E R8Tk /B R E R H

1RE11148 - 1208

Shop 111, Shop 120, No. 1 Bauhinia Building,

Starcrest, 8 Jinyuan Road, Guicheng,

Nanhai District, Foshan, Guangdong

(86-755) 2238 5500

(86-20) 8116 0888

(86-21) 5598 7000

(86-791) 8688 7333

(86-511) 8530 9999

(86-757) 8513 3555
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