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2015 2014 2013 2012 2011
183,514 173,389 202,596 162,267 147,170
117,279 111,189 144,756 108,729 91,370
89,533 86,428 119,009 83,008 67,591
584,201 557,835 480,809 437,399 340,824
635,886 608,346 522,224 473,078 371,343
468,863 425,037 378,110 272,892 246,206
4,640,076 4,479,992 4,253,698 3,874,884 1 3,565,001 ¢
6,953,683 6,876,746 6,439,355 6,065,327 5,607,480
15.9 16.9 25.9 21.9 21.6
1.40 1.39 2.08 1.54 1.34
42.0 42.1 33.9 42.4 46.1
1.78 1.91 1.94 1.96 1.91
- Tier 15.6 14.4 14.1 - -
- Tier 16.6 14.4 14.1 - -
- 18.6 15.7 15.2 - -
- - - - 13.7 12.4
- - - - 14.3 14.6
1 2014
2013 2012
1865
HSBC
20
68,000 37,000
HSBC
HSBC
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E14 5HQ
2015 12 31 188,460
2015 12 31
2015 12 31
62.14 9,658

100 15,400

100 115

(100 811

(100 34,800

(100 4,178
2015 12 31 123

23/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn
2015 12 31 67,552

2015 2014
12 31 12 31

21,112 21,153

8,244 8,215

29,356 29,368

1,658 1,682

8,955 9,106

4,652 4,665

4,610 4,737

5,413 5,496

3,189 3,077

2,111 2,320

7,608 7,843

38,196 38,926

67,552 68,294
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2015 12 31 2014 12 31
11,686 13,789 25,475 11,396 13,701 25,097
3,728 6,633 10,361 3,969 6,835 10,804
2,649 3,611 6,260 2,682 3,934 6,616
441 356 797 461 365 826
10,852 13,807 24,659 10,859 14,001 24,950

29,356 38,196 67,552 29,367 38,926 68,293
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2015
2015 6,090 117,279
2015 2014
72,872 62,966
44,407 48,223
117,279 111,189
HKFRS
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2015
52,660 41,717 - 94,377
32,320 13,339 - 45,659
13,681 9,935 - 23,616
(3,220) 660 - (2,560)
11,290 321 - 11,611
192 18 - 210
45,758 6,835 - 52,593
12,992 1,433 (3,986) 10,439
165,673 74,258 (3,986) 235,945
(45,909) (6,522) - (52,431)
119,764 67,736 (3,986) 183,514
(1,199) (3,875) - (5,074)
118,565 63,861 (3,986) 178,440
(45,933) (35,044) 3,986 (76,991)
72,632 28,817 - 101,449
240 15,590 - 15,830
72,872 44,407 - 117,279
2014
50,774 44,333 2 95,109
29,996 14,626 - 44,622
11,663 8,559 @ 20,220
3,134 914 - 4,048
2,286 103 - 2,389
1,362 12 - 1,374
50,226 7,081 - 57,307
10,872 1,693 (4,063) 8,502
160,313 77,321 (4,063) 233,571
(52,916) (7,266) - (60,182)
107,397 70,055 (4,063) 173,389
(2,478) (2,447) - (4,925)
104,919 67,608 (4,063) 168,464
(42,270) (34,743) 4,063 (72,950)
62,649 32,865 - 95,514
317 15,358 - 15,675
62,966 48,223 - 111,189
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2015
27,589 16,627 10,325 817 (1,822) (876) 52,660
18,215 7,551 5,217 1,134 203 - 32,320
1,036 1,263 10,387 738 (619) 876 13,681
(3,180) @43) 51 - 152 - (3,220)
276 182 197 - 10,635 - 11,290
1 - 4 - 187 - 192
41,057 4,721 - - 0) - 45,758
4,675 905 718 9 8,532 (1,847) 12,992
89,669 31,006 26,899 2,698 17,248 (1,847) 165,673
(40,683) (5,226) - - - - (45,909)
48,986 25,780 26,899 2,698 17,248 (1,847) 119,764
(1,311) (206) 322 4 - - (1,199)
47,675 25,574 27,221 2,604 17,248 (1,847) 118,565
(18,448) (7,094) (11,381) (1,559) (9,298) 1,847 (45,933)
29,227 18,480 15,840 1,135 7,950 - 72,632
236 1 3 - - - 240
29,463 18,481 15,843 1,135 7,950 - 72,872
2014
25,464 15,367 11,896 782 (2,287) (448) 50,774
16,443 7,568 4,816 1,017 152 - 29,996
937 1,429 8,086 810 1) 448 11,663
3,290 (65) 19) - 72) - 3,134
3 33 1,111 - 1,139 - 2,286
1 - 6 - 1,355 - 1,362
46,159 4,067 - - - - 50,226
3,277 331 572 10 8,616 (1,934) 10,872
95,574 28,730 26,468 2,619 8,856 (1,934) 160,313
(48,870) (4,046) - - - - (52,916)
46,704 24,684 26,468 2,619 8,856 (1,934) 107,397
(1,149) (684) (652) 7 - - (2,478)
45,555 24,000 25,816 2,626 8,856 (1,934) 104,919
(16,969) (6,445) (11,016) (1,361) (8,413) 1,934 (42,270)
28,586 17,555 14,800 1,265 443 - 62,649
311 2 4 - - - 317
28,897 17,557 14,804 1,265 443 - 62,966
2014 62,966 72,872 16
2015
10,636
12,367 12 2015 150
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3,320
961
2,103 2014
RBWM 2014
2015
2015
CmMB
GB&M FX
BSM
GB&M 2014 2015 2014
1,279
2014
3,663 150
2015
12,196 11,383 15,878 539 1,151 570 41,717
4,349 3,816 4,748 524 98) - 13,339
528 1,379 7,919 253 426 (570) 9,935
629 1 25 - ®) - 660
®) ® 236 - 94 - 321
1 - - - 7 - 18
5,511 1,328 - - - @ 6,835
428 249 4 23 965 (703) 1,433
23,646 18,163 29,277 1,339 2,540 707) 74,258
(5,260) (1,261) - - - ) (6,522)
18,386 16,902 29,277 1,339 2,540 (708) 67,736
(1,060) (2,881) 72 () ) - (3.,875)
17,326 14,021 29,349 1,338 2,535 (708) 63,861
(14,856) (8,565) (9,780) (885) (1,666) 708 (35,044)
2,470 5,456 19,569 453 869 - 28,817
2,029 11,223 2,338 - - - 15,590
4,499 16,679 21,907 453 869 - 44,407
2014
13,331 11,299 15,909 590 2,053 1,151 44,333
4,949 4,286 5,075 417 (101) - 14,626
635 1,466 7,384 288 (63) (1,151) 8,559
920 15 5 - (26) - 914
5 5 79 - 14 - 103
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5 1 - - 6 - 12
4,981 2,115 - - 1 16) 7,081
724 404 489 3 775 (702) 1,693
25,550 19,591 28,941 1,298 2,659 (718) 77,321

(5,246) (2,032) - - - 12 (7,266)
20,304 17,559 28,941 1,298 2,659 (706) 70,055

(1,319) (1,080) (50) 1 1 - (2,447)
18,985 16,479 28,891 1,299 2,660 (706) 67,608

(15,326) (8,271) (9,629) (885) (1,338) 706 (34,743)
3,659 8,208 19,262 414 1,322 - 32,865
2,042 11,019 2,295 - 2 - 15,358
5,701 19,227 21,557 414 1,324 - 48,223
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2014 48,223 44,407

2014
GB&M
FX

BSM

GB&M

2014 1,428

2014 301

232
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2010 12
2015
4.5
2013
2013 10
2012
2014
3.5
2016
HKMA 2017 1.25
2016 0.625
2015 12 31 HKMA
2014 11
2019

18
2022

2015

2013

2016

6.75
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Tier
2011 2013
2017 2018
45A(C )
2015 2014
12 31 12 31

% %
6.4 6.0
Tier 418,758 389,745
6,514,618 6,490,577

2014 12 31 2015 12 31 Tierl

www . hsbc.com.hk

Regulatory Disclosures 2015

2015 12 31

cC ) HKMA

2015
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27,819

Tier CET

Tier

IRB
IRB

IRB

CVA
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2015 12 31
2014 12 31

2014 12 31

CCP

oooooog
Regulatory Disclosures 2015
27,959
2015 12 31
2015 2014
12 31 12 31
% %
15.6 14.4
16.6 14.4
18.6 15.7
2015 2014
12 31 12 31
235,235 248,891
1,701,500 1,811,343
5,695 4,453
5,003 6,406
98,229 113,801
3,511 8,435
70,021 81,061
101,551 143,199
298,662 290,342
2,519,407 2,707,931
2015 2014
12 31 12 31
333,802 301,844
811,835 876,596
1,073,717 1,239,715
26,064 24,256
273,989 265,520
2,519,407 2,707,931
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2015 12 31
2015 12 31
2015 12 31
2015 2014
12 31 12 31
Tier CET

514,078 491,545

584,201 557,835
(1,454) (1,454)
(14,737) (14,737)
(53,932) (50,099)
22,352 27,971

51,685 50,511
G6.717) (4,873)
CET (23,616) (17,667)
CET (142,611) (129,771)
(1,845) (2,030)
(14,032) (14,683)
(1.863) (1,485)

() 182
(940) (596)
(40) (89)
(39,524) (28,866)

1

(56,497) (52,657)
(27.819) (27,959)
Tier - (1,588)
CET 393,819 389,745
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AT
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AT

Tier

Tier

Tier

Tier

Tier

Tier

Tier

1 HKMA

CET
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2015

2015 12 31
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Ooooood
50,826 48,750
14,737 14,737
25,213 25,229
10,876 8,784
(25,887) (48,750)

(25,887) (50,338)

- 1,588
24,939 -

418,758 389,745

79,164 88,802
3,100 3,102
8,138 8,143
6,204 9,337

21,603 25,400

26,079 24,350

14,040 14,957

- 3,513

(29,059) (53,510)
(29,059) (53,510)
50,105 35,292
468,863 425,037

Tier

Regulatory Disclosures

CET 13.6 2014
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2015 12 31 2014 12 31
CET 393,819 389,745
(51,774) (100,676)
AT - 1,588
CET 342,045 290,657
AT 24,939 -
(25,213) (25,229)
AT (9,494) (5,389)
25,887 50,338
AT _ (1,588)
AT 16,119 18,132
Tier 50,105 35,292
(3,100) (3,102)
(8.138) (8,143)
(6.204) (9,337)
(1,607) (6,787)
25,887 50,338
Tier 56,943 58,261
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2015 12 31 CET AT Tier
2015
CET
38,420,982,901 96,052 94,598
AT
2019 1,900 14,737
3,253 25,213
Tier
400 3,100
2024 1,050 8,138
800 6,204
2022 300 2,325
2023 500 3,875
2024 2019 1,600 12,401
2025 2020 180 1,395
2022 4.35 2017 500 801
2027 5.05 2022 500 806
21,603
2014
CET
38,420,982,901 96,052 94,598
AT
2019 1,900 14,737
3,253 25,229
Tier
400 3,102
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2024 1,050 8,143
1,200 9,337

2021 450 3,490
2022 300 2,326
2023 500 3,878
2024 2019 1,600 12,409
2020 2015 200 1,178
2022 4.35 2017 500 1,056
2027 5.05 2022 500 1,063
25,400

www . hsbc. com. hk Regulatory Disclosures
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12 31

2015

151,103

25,020
220,184
257,851
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2014

156,475

21,122
214,654
365,846

178,358
43,607
35,886

231,734
102,028
32,084

380,955
18,825

389,934
17,238

17,755
1,070

17,238

212,779
421,221
2,762,290

218,901
488,313
2,815,216

1,026,544
1,627,598
108,148

1,002,613
1,704,184
108,419

1,706,981

1,407,362

1,015,345

691,636

862,826

544,536

244,396
76,035

191,694
82,000

31,480

44,555

31,200

50,800

63,812

1 2,545,291

61,666

2,265,453

9,086,743

8,695,874

2015
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A-

BBB+ BBB-
BB+ B

B- C

ELI0

100

CRR
CRR
CRR
CRR
CRR
CRR
CRR
CRR
CRR10

EL

PD)
100

12

0 - 0.169
0.170 - 0.740
0.741 - 4.914
4.915 - 99.999
100

EL
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2015 12 31
23,122 138 1,758 2 25,020
196,284 33,923 27,548 96 257,851
40,607 2,865 135 - 43,607
134,203 25,827 18,232 96 178,358
13,772 3,045 34 - 16,851
7,702 2,186 9,147 - 19,035
331,119 32,973 16,442 421 380,955
16,119 635 2,071 - 18,825
1,070 - - - 1,070
15,049 635 2,071 - 17,755
152,464 33,441 26,842 32 - - - 212,779
385,484 32,197 3,050 487 3 - - 421,221
1,381,933 737,571 585,852 23,674 26,386 18,403 (11,529) 2,762,290
882,961 75,931 44,963 729 19,940 3,998 (1,978) 1,026,544
454,541 619,577 520,073 22,424 6,122 14,315 (9,454) 1,627,598
44,431 42,063 20,816 521 324 90 @0 108,148
1,578,353 80,329 48,299 - - - - 1,706,981
666,028 17,435 8,173 - - - - 691,636
912,325 62,894 40,126 - - - - 1,015,345
24,151 20,765 29,800 1,051 162 106 76,035
5,435 14,358 10,678 971 7 31 31,480
18,716 6,407 19,122 80 155 75 44,555
4,089,029 971,972 741,662 25,763 26,551 18,509 (11,529) 5,861,957
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2014 12 31
19,595 156 1,371 - 21,122
280,265 53,600 31,856 125 365,846
92,277 8,199 1,552 - 102,028
175,655 34,002 21,952 125 231,734
8,589 5,460 280 - 14,329
3,744 5,939 8,072 - 17,755
319,670 55,641 14,330 293 389,934
14,621 743 1,874 - 17,238
14,621 743 1,874 - 17,238
152,021 30,060 36,820 - - - - 218,901
425,580 56,362 4,096 2,273 2 - - 488,313
1,362,131 790,075 598,783 25,821 33,039 15,887 (10,520) 2,815,216
863,201 75,479 39,158 597 22,339 3,808 (1,969) 1,002,613
453,699 674,465 538,984 24,954 8,545 11,984 (8,447) 1,704,184
45,231 40,131 20,641 270 2,155 95 (104) 108,419
1,272,781 83,383 51,192 - - 6 - 1,407,362
507,519 21,814 15,203 - - - - 544,536
765,262 61,569 35,989 - - 6 - 862,826
31,720 19,333 29,411 1,144 287 105 82,000
5,400 12,221 12,528 1,002 5 44 31,200
26,320 7,112 16,883 142 282 61 50,800
3,878,384 1,089,353 769,733 29,656 33,328 15,998 (10,520) 5,805,932
1
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()
90
30 60 90
29 59 89 180 180
2015 12 31
1 20,868 4,182 1,321 15 - 26,386
15,161 3,594 1,185 - - 19,940
5,385 586 136 15 - 6,122
322 2 - - - 324
3 - - - - 3
66 26 27 33 10 162
20,937 4,208 1,348 48 10 26,551
2014 12 31
1 27,445 4,217 1,370 7 33,039
17,433 3,689 1,211 6 - 22,339
7,938 447 159 1 - 8,545
2,074 81 - - - 2,155
2 - - - - 2
131 30 26 42 58 287
27,578 4,247 1,39 49 58 33,328
1
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12 31
2015 2014
775,823 769,890
LTV 100 (A 1,300 769
A 1,199 625
839 771
777,962 771,430
1,721 1,987
LTV 75 1,396 1,704
LTV 76 90 267 249
LTV 91 100 58 34
LTV 100  (B) 64 52
B 50 35
8 6
1,793 2,045
779,755 773,475

LTV
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12 31
2015 2014
314,069 341,709
95,551 125,131
203,603 204,177
14,915 12,401
9,104 6,989
45 233
- 52
37 179
8 2
3 1
570 603
395 365
137 119
38 119
22 41
314,684 342,545
12 31
2015 2014
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Ooooood
1,954 2,617
1,274 1,842
316 432
364 343
131 132
14,197 11,177
6,869 7,239
3,408 1,112
3,920 2,826
1,827 1,314
16,151 13,794
10
12 31
2015 2014
415,063 498,004
13,656 12,307
428,719 510,311
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1SDA
1SDA
CSA CSA
CSA
44
41
12 31
2015 2014

104 80
39 26
4 3

147 109
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2015 2014 2015 2014 2015 2014
% % % % % %
76.1 79.9 131.6 120.2 121.4 114.2
80.8 80.2 131.6 122.1 121.4 116.3
76.1 77.8 115.9 116.7 112.1 113.2
78.3 79.6 122.3 118.4 116.2 114.3

HSBC

HSBC

HSBC
HSBC
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20
20
2.2CRR
12 31
2015 2014
1,535,161 1,330,759
82,908 73,940
62,303 67,916
1,680,372 1,472,615
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2015 12 31
2014

1SDA CSA
2015 12 31
448 2014 467 541
2014 641
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2016
LCR
NSFR
ILR
ILR LCR LCR
HSBC
ILR NSFR 2014 10
HSBC
12
ILAA ILAA
2014 HKMA 2015
11¢ ) LCR 2015
60 LCR 2019 10 100
NSFR 2018
LCR
2015 12 31 2015 30 2015 30 2015 31
% % % %
159.8 156.7 142.5 137.4
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2015 LCR
2015 31
137.4 22.4 2015 12 31 159.8
HQLA
LCR HQLA
2015 12 31 2015 30 2015 30 2015 31

1,443,350 1,405,245 1,368,320 1,324,230

2A 58,026 49,916 41,658 35,956

2B 6,267 7,729 7,992 7,314

HQLA 1,507,643 1,462,890 1,417,970 1,367,500

www . hsbc.com.hk

Regulatory Disclosures

2015
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VaR 99
VaR VaR
Var
VaR
99
VaR
VaR
2015
VaR VaR
99 VaR
VaR
VaR
VaR VaR HSBC
VaRr
VaR
Libor
Libor
VaR VaR
RNIV
RNIV VaR
Libor-0IS
RNIV
2015

4.2
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2015
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2013
619

HSBC

2015 22

HSBC

HSBC

2015
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2015
FX
VaR
VaR 2015
VaR 190 89 53
VaR
VaR
1
99
2
2015 12 31
31 70 21 29 (62) 89
54 102 16 27 134
92 194 39 45 238
2014 12 31
37 151 28 27 (55) 190
43 124 18 23 138
72 174 34 40 199
1
2

VaR VaR
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HKFRS
10
2015 12 31
156,567 186,866
2014 12 31
158,785 198,584
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AML
DoJ 2012
AML
2013
HSBC 2016
DPA DPA
DoJ HSBC DPA
DPA HSBC
HSBC
DPA HSBC
USA
AML
2013 2014
2015
2015
AML
AML 2014 2015

AML
DPA
2017
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1 2 3
2015 12 31

51,107 46,561 42 98,184
633 1 86 720
204,961 - 23,638 228,599
41,583 - 1,066 42,649
23,796 1,444 3,525 28,765
322,170 48,006 28,741 398,917
7,303 1,402 - 8,705
pviF? - - 36,897 36,897
7,275 6 3,232 10,513
336,748 49,414 68,870 455,032
29,228 6,821 - 36,049
298,576 42,244 - 340,820
95 - 5,846 5,941
- - 10,445 10,445
327,899 49,065 16,291 393,255
- - 61,777 61,777
327,899 49,065 78,068 455,032

1 2 3

2014 12 31

47,048 49,343 546 96,937
173 3 24 200
163,289 - 19,336 182,625
49,128 - 1,017 50,145
35,801 1,433 821 38,145
295,529 50,779 21,744 368,052
4,341 1,454 - 5,795
pvIF* - - 32,389 32,389
6,053 5 2,695 8,753
305,923 52,238 56,828 414,989
29,239 7,426 - 36,665
265,743 44,439 - 310,182
225 - 6,021 6,246
- - 3,571 3,571
295,207 51,865 9,592 356,664
- - 58,325 58,325
295,207 51,865 67,917 414,989

A W NP
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2015 12 31
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2015 12 31

17,399 89 426 17,914

33,798 46,472 - 80,270

51,197 46,561 426 98,184

204,961 - 23,638 228,599

41,582 - 634 42,216

1 - 432 433

41,583 - 1,066 42,649

633 1 86 720

23,796 1,444 3,525 28,765

322,170 48,006 28,741 398,917

2014 12 31

15,424 11 546 15,981

31,624 49,332 - 80,956

47,048 49,343 546 96,937

163,289 - 19,336 182,625

49,127 - 793 49,920

1 - 224 225

49,128 - 1,017 50,145

173 3 24 200

35,891 1,433 821 38,145

295,529 50,779 21,744 368,052

2015 12 31 73 2014 68 21 2014

22

2015
12 2014 14
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2015 12 31 2014 12 31

+100 172 (3.602) 1,463 (3,221)

-100 (949) 3,618 (1,720) 3,973
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Ooooood
10
2015 12 31 2014 12 31
1,225 1,225 1,173 1,173
(1,092) (1,092) (938) (938)
10
2015 12 31 2014 12 31
136 136 398 398
(136) (136) (398) (398)
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2014 89
2015 12 31 2014 12 31
15,739 635 1,025 17,399 14,123 407 894 15,424
1,008 - - 1,008 - - - -
14,731 635 1,025 16,301 14,123 407 894 15,424
217,729 16,900 11,914 246,543 187,906 14,181 10,329 212,416
217,729| | 16,900| | 11,014| | 246,543] | 187,006 | 14,181 [ 10,320] | 212,416
380 - 46 426 499 13 34 546
62 - - 62 - - - -
318 - 46 364 499 13 34 546
22,629 321 1,322 24,272 18,718 347 1,064 20,129
22,629 | 31| | 1,322] | 24,272] | 18,718 | 37| | 1,084] [ 20,129
928

16,119 635 1,071 17,825 14,622 420 15,970
1,070 - - 1,070 - - - -
15,049 635 1,071 16,755 14,622 420 928 15,970
240,358 17,221 13,236 270,815 206,624 14,528 11,393 232,545
240,358| | 17,221| | 13,236| | 270,815| | 206,624 | 14,528| [ 11,303] | 232,545
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ooooood
2015 12 31
7,100 - 51 - - - 7,151
4 1,388 - - - - 1,392
7,104 1,388 51 - - - 8,543
67 21 - - 73 - 161
2014 12 31
4,128 1 53 - - - 4,182
3 1,438 - - - - 1,441
4,131 1,439 53 - - - 5,623
28 35 - - 109 - 172
2015 12 31
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oooooog
15 15
2015 12 31
26,738 112,308 230,750 237,112 606,908
2,454 13,397 42,131 82,993 140,975
29,192 125,705 272,881 320,105 747,883
2014 12 31
24,109 91,832 223,103 242,465 581,509
2,479 11,095 51,560 100,679 165,813
26,588 102,927 274,663 343,144 747,322
2015 12 31
187 162 349
10 - - -
1 29,041 6,659 35,700
29,228 6,821 36,049
2014 12 31
34 156 190
10 - - -
1 29,205 7,270 36,475
29,239 7,426 36,665
1
PVIF
2015 12 31 PVIF 36,897
2014 32,389
PVIF
PVIF
2015 12 31 PVIF
PVIF
2015 2014
100 (63) 1,357
100 (64) (813)
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PVIF
PVIF
2015 12
2015 2014
10 402) 402) (294) (294)
10 400 400 301 301
(355) (355) (319) (319)
407 407 370 370
(285) (285) (303) (303)
271 21 299 299
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2015 2014
94,377 95,109
5,311,284 4,977,727
% %
1.67 1.79
0.11 0.12
1.78 1.01

2014 732
2,410
BSM
2014 334
16
2014 13
BSM
13
BSM
BSM
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2015 2014
9,327 7,697
7,072 7,082
6,598 6,531
4,340 4,968
4,461 4,193
3,438 3,508
3,219 2,997
2,976 2,925
1,214 1,949
1,482 1,400
7,799 7,412

51,926 50,662

(6,267) (6,040)

45,659 44,622

2015 2014

17,523 13,674
4,439 5,168
1,674 1,384

(20) ()

23,616 20,220

2015 2014

10,636 -

- 3,320

983 1,288
® (2,219)
11,611 2,389

2,103
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2015

693
4,689
480
134
23
404

4,016

oOoOooodn

2014

3,581
670
61
104
422

(251)
3,915

10,439

8,502

150

2015

10,486
1,941

(656)

C ) (2,783)
52,593

4,689

760

2014

9,439
2,083
(512)
4,159
57,307
3,581
173

67,030
(52,431)

76,230
(60,182)

14,599

16,048

11

2015
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2015 2014
4,011 4,202
(1,390) (1,420)
(305) (156)
2,316 2,626
2,656 2,272
102 27
5,074 4,925
2015 2014
41,126 38,894
29,883 28,278
4,380 4,107
1,602 1,671
76,991 72,950
2015 2014
% %
42.0 42.1
2,232
1,605
150
12 31
2015 2014
21,112 21,153
8,244 8,215
29,356 29,368
1,658 1,682
8,955 9,106
4,652 4,665
4,610 4,737
5,413 5,496
3,189 3,077
2,111 2,320
7,608 7,843
38,196 38,926
67,552 68,294
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oOoOooodn

2015 2014

9,871 8,862

8,295 8,696

(870) 1,454

17,296 19,012

14.7% 17.1%

2015 2015
2015 2014
% %
151,103 2.2 156,475 2.3
212,779 3.2 218,901 3.3
421,221 6.3 488,313 7.3
2,762,290 41.0 2,815,216 42.3
1,716,046 25.5 1,456,493 21.9
1 1,470,060 21.8 1,526,694 22.9
6,733,499 100.0 6,662,092 100.0
1
2015 19
33 10
25
71
85
14
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2015 2014
949,169 919,343
2,645,151 2,379,651
1,045,756 1,180,998
4,640,076 4,479,992
2,361,789 2,173,472
905,255 844,537
1,373,032 1,461,983
4,640,076 4,479,992
2015 2014
% %
59.5 62.8

160

636

40
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oOoOooodn
2015 12 31 49,568
2014 12 31 45,078
22
2015 12 31 110,064
2014 12 31 104,679
2015 12 31 134,062 2014 12 31

150,876
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oOoOooodn

)
2016 18
a) a) (D)
45,743,491,798
0
3,253,000, 000
200,000,000
2016 18
)
45,743,491,798
0
3,253,000,000
200,000,000
49,196,491,798
)
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(

OooooOodd
)

) )
2011 24 1,366,560,000 10,364,147,294|  3,416,400,000.00| 25,910,368,235.00
2011 12 21 1,712,000,000 12,076,147,294|  4,280,000,000.00| 30,190,368,235.00
2012 29 780,000,000 12,856,147,294|  1,950,000,000.00| 32,140,368,235.00
2012 5,305,575, 607 18,161,722,901| 13,263,939,017.50| 45,404,307,252.50
2012 16 775,760,000 18,937,482,901| 1,939,400,000.00| 47,343,707,252.50
2012 11 26 4,650,000, 000 23,587,482,901| 11,625,000,000.00| 58,968,707,252.50
2013 10 31 7,750,000, 000 31,337,482,901| 19,375,000,000.00| 78,343,707,252.50
2013 12 19 2,790,000, 000 34,127,482,901|  6,975,000,000.00| 85,318,707,252.50
2014 26 4,293,500,000 38,420,982,901| 10,733,750,000.00| 96,052,457,252.50
2016 22 3,875,000,000|  42,295,982,901| 9,687,500,000.00| 105,739,957,252.50
2016 18 3,447,508,897|  45,743,491,798| 8,618,772,242.50| 114,358,729,495.00

2.50

) )
2011 12 21 (550,000, 000) 3,200,500,000|  (550,000,000.00)| 3,200,500,000.00
2012 29 (250,000, 000) 2,950,500,000|  (250,000,000.00)| 2,950,500,000.00
2012 11 26 (1,500,000, 000) 1,450,500,000 (1,500,000,000.00)| 1,450,500,000.00
2013 12 19 (400,500, 000) 1,050,000,000[  (400,500,000.00)| 1,050,000,000.00
2016 22 (1,050,000,000) 0| (1,050,000,000.00) 0

2016 22
Tier 1,250 9,687.5

) )
2013 28 (900,000, 000) 5,753,000,000|  (900,000,000.00)| 5,753,000,000.00
2013 26 (900,000, 000) 4,853,000,000|  (900,000,000.00)| 4,853,000,000.00
2013 21 (900,000, 000) 3,953,000,000|  (900,000,000.00)| 3,953,000,000.00
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OOOodOodn
2014 26 (700,000,000) 3,253,000,000( (700,000,000.00)| 3,253,000,000.00
2014 26
Tier 1,385 10,733.75
) )
2013 20 (1,045,000,000) 1,085,000,000( (1,045,000,000.00)| 1,085,000,000.00
2014 26 (685,000,000) 400,000,000 (685,000,000.00) 400,000,000.00
2016 22 (200,000,000) 200,000,000 (200,000,000.00) 200,000,000.00
2014 26
Tier 1,385 10,733.75
2016 22
Tier 1,250 9,687.5
)
)
2016 18
(@)
45,743,491,798 92.98
C )
E14 5HQ 3,253,000,000 6.61
200,000,000 0.41
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2015
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47

HSBC 30
HSBC

1980
HSBC

2006 22

57
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2004 10

12

2013 17
2013 15

2004

2013 12

2006 12
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64

2005

2005 HSBC

2010

67

2012 11 26
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1997 11 25
64

2012 21
63

2014 22
48

1992 26

51
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2014 12
59
1996 11 26
63
2003
63
2012
61
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67

2013

62

2013 10

)
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2015
Comply or Explain

HSBC

HKMA

CG-1

HSBC
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HKMA

2013 HSBC

11

HSBC
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HSBC
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HSBC
HKMA CG-5

HSBC
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HSBC

HSBC

HKMA CG-5

2015 12 31
PwC PwC 2016
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73

74

78

77
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2015 12 31

( 38 50 ) 131

2016 22

193

2016 UFJ
13.85
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Ooooood
12 31
2015 2014
4a 124,060 1,718,231 126,782 1,755,931
4b (29,683) (411,110) (31,673) (438,671)
94,377 1,307,121 95,109 1,317,260
51,926 719,175 50,662 701,669
(6,267) (86,798) (6,040) (83,654)
4c 45,659 632,377 44,622 618,015
4d 23,616 327,082 20,220 280,047
e (2,560) (35.,456) 4,048 56,065
af 11,611 160,812 2,389 33,088
4 210 2,909 1,374 19,030
5b 52,593 728,413 57,307 793,702
4n 10,439 144,580 8,502 117,753
235,945 3,267,838 233,571 3,234,958
5¢ (52,431) (726,169) (60,182) (833,521)
183,514 2,541,669 173,389 2,401,438
4i (5,074) (70,275) (4,925) (68,211)
178,440 2,471,394 168,464 2,333,226
6a (41,126) (569,595) (38,894) (538,682)
4j (29,883) (413,880) (28,278) (391,650)
23a (4,380) (60,663) (4,107) (56,882)
22c (1,602) (22,188) (1,671) (23,143)
(76,991)  (1,066,325) (72,950) (1,010,357)
101,449 1,405,069 95,514 1,322,869
15,830 219,246 15,675 217,099
117,279 1,624,314 111,189 1,539,968
7a (17,296) (239,550) (19,012) (263,316)
99,983 1,384,765 92,177 1,276,651
89,533 1,240,032 86,428 1,197,028
10,450 144,733 5,749 79,624
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Ooooood
12 31
2015 2014

99,983 1,384,765 92,177 1,276,651
(2,430) (33,656) 24,365 337,455
(15,637) (216,572) (4,632) (64,153)
8 1m 2,140 29,639
37 512 (311) (4,307)
354 4,903 (1,378) (19,085)
1,662 23,019 3,870 53,600
(1,433) (19,847) (4,429) (61,342)
©n (1,343) 189 2,618
460 6,371 326 4,515
(19,188) (265,754) (8,033) (111,257)
6,601 91,424 4,510 62,464
(1,101) (15,249) (731) (10,124)
(662) (9,169) (704) (9,750)
105 1,454 41 568
(31,321) (433,796) 15,223 210,839
68,662 950,969 107,400 1,487,490
63,447 878,741 94,181 1,304,407
5,215 72,228 13,219 183,083
68,662 950,969 107,400 1,487,490
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12 31
2015 2014
9 151,103 2,092,777 156,475 2,167,179
25,020 346,527 21,122 292,540
10 220,184 3,049,548 214,654 2,972,958
11 302,626 4,191,370 407,026 5,637,310
12 380,955 5,276,227 389,934 5,400,586
13 99,095 1,372,466 98,195 1,360,001
14 212,779 2,946,989 218,901 3,031,779
421,221 5,833,911 488,313 6,763,135
15 2,762,290 38,257,717 2,815,216 38,990,742
18 1,716,046 23,767,237 1,456,493 20,172,428
244,396 3,384,885 191,694 2,654,962
21 122,438 1,695,766 116,654 1,615,658
22 49,568 686,517 45,078 624,330
23 110,064 1,524,386 104,679 1,449,804
7 1,836 25,429 1,436 19,889
25 134,062 1,856,759 150,876 2,089,633
6,953,683 96,308,510 6,876,746 95,242,932
10 220,184 3,049,548 214,654 2,972,958
30,753 425,929 31,331 433,934
14 16,158 223,788 28,379 393,049
148,294 2,053,872 226,713 3,139,975
26 4,640,076 64,265,053 4,479,992 62,047,889
27 191,851 2,657,136 215,812 2,988,996
12 369,419 5,116,453 367,128 5,084,723
28 50,770 703,165 48,834 676,351
29 40,859 565,897 45,297 627,363
6c 5,809 80,455 5,606 77,643
110,073 1,524,511 135,814 1,881,024
30 86,920 1,203,842 87,731 1,215,074
31 340,820 4,720,357 310,182 4,296,021
7 2,456 34,016 2,927 40,539
7 18,799 260,366 18,586 257,416
33 8,003 110,842 12,832 177,723
34 36,553 506,259 36,582 506,661
6,317,797 87,501,488 6,268,400 86,817,340

128/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooOooood

35 96,052 1,330,320 96,052 1,330,320
36 14,737 204,107 14,737 204,107
93,031 1,288,479 107,985 1,495,592

380,381 5,268,277 339,061 4,695,995

584,201 8,091,184 557,835 7,726,015

51,685 715,837 50,511 699,577

635,886 8,807,021 608,346 8,425,592

6,953,683 96,308,510 6,876,746 95,242,932
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EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2015 12 31
6 1 2 3 4 5
96,052 14,737 339,061 48,481 16,537 (166) 1,872 41,261 557,835 50,511 608,346
89,533 89,533 10,450 99,983
(929) 5,146 (11,657) 131 (18,863) 86 (26,086) 6,235) (31,321)
(12,032) (12,032) (5.636) (17,668)
131 131 1 132
(238) 5,146 4,908 592 5,500
(690) (690) 133 ©57)
) 375 86 460 460
(18,863) (18,863) (325) (19,188)
88,604 5,146 (11,657) 131 (18,863) 86 63,447 5,215 68,662
(37,405) (37,405) (4.,053) (41,458)
7 345 352 4 356
@ (¢D)) 0) (28) 8 (20)
(9.,882) (1,514) 11,396
96,052 14,737 380,381 52,009 4,880 35) (16,991) 53,078 584,201 51,685 635,886
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ooooooo
2015 12 31
6 1 2 3 4 5
1,330,320 204,107 4,695,995 671,462 229,037 (2,299) 25,927 571,465 7,726,015 699,577 8,425,592
1,240,032 1,240,032 144,733 1,384,765
(12,867) 71,272 (161,449) 1,814 (261,253) 1,101 (361,291) (72,505) (433,796)
(166,643) (166,643) (78,059) (244,702)
1,814 1,814 14 1,828
(3,296) 71,272 67,976 8,199 76,175
(9,557) (9,557) 1,842 7.714)
) 5,194 1,101 6,371 6,371
(261,253) (261,253) (4,501) (265,754)
1,227,165 71,272 (161,449) 1,814 (261,253) 1,101 878,741 72,228 950,969
(518,059) (518,059) (56,134) (574,193)
97 4,718 4,875 55 4,931
(55) (199 (139) (388) 111 @7
(136,866) (20,969) 157,835
1,330,320 204,107 5,268,277 721,571 67,588 (485) (235,325) 735,130 8,001,184 715,837 8,807,021
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2014 12 31
6 1 2 3 4 5
85,319 305,926 46,336 3,280 197 9,619 30,132 480,809 41,415 522,224
86,428 86,428 5,749 92,177
(930) 3,540 13,255 (363) (7,747) (&) 7,753 7,470 15,223
12,932 12,932 7,252 20,184
(363) (363) ) (370)
(220) 3,540 3,320 459 3,779
(715) (715) 52 (663)
5 323 () 326 326
(7,747) (7,747) (286) (8,033)
85,498 3,540 13,255 (363) (7,747) (@) 94,181 13,219 107,400
10,733 10,733 10,733
14,737 14,737 14,737
(42,750) (42,750) (3,981) (46,731)
(141) 261 120 5 125
6 w 5 (147) (142)
8 (9,478) (1,395) 3 10,870
12 31 96,052 14,737 339,061 48,481 16,537 (166) 1,872 41,261 557,835 50,511 608,346
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ooooOood
2014 12 31
6 1 2 3 4 5
1,181,668 4,237,075 641,754 45,428 2,728 133,223 417,328 6,659,205 573,598 7,232,802
1,197,028 1,197,028 79,624 1,276,651
(12,881) 49,029 183,582 (5,028) (107,296) (28) 107,379 103,460 210,839
179,108 179,108 100,440 279,548
(5,028) (5,028) 7 (5,125)
(3,047) 49,029 45,982 6,357 52,339
(9,903) (9,903) 720 (9,183)
69 4,474 (28) 4,515 4,515
(107,296) (107,296) (3,961) (111,257)
1,184,147 49,029 183,582 (5,028) (107,296) (28) 1,304,407 183,083 1,487,490
148,652 148,652 148,652
204,107 204,107 204,107
(592,088) (592,088) (55,137) (647,224)
(1,953) 3,615 1,662 69 1,731
83 (14) 69 (2,036) (1,967)
(131,270) (19,321) 42 150,550
1,330,320 204,107 4,695,995 671,462 229,037 (2,299) 25,927 571,465 7,726,015 699,577 8,425,592
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6 2014 tier

7 HKFRS
8

134/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
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12 31
2015 2014
39 168,508 2,333,836 61,780 855,653
15,201 210,534 14,891 206,240
212 2,936 1,466 20,304
4,990 69,112 4,765 65,995
(17,020) (235,727) (17,546) (243,012)
171,891 2,380,690 65,356 905,181
(579,361) (8,024,150) (403,722) (5,591,550)
462,793 6,409,683 385,353 5,337,139
(3,687) (51,065) (2,864) (39, 666)
355 4,017 180 2,493
(1,796) (24,875) (1,546) (21,412)
40c
5,092 70,524 2,882 39,916
(116,604) (1,614,965) (19,717) (273,080)
55,287 765,725 45,639 632,100
10,733 148,652
14,737 204,107
1,395 19,321 12,409 171,865
(10,733) (148,652)
(7,708 (106,700) (6,010) (83,239)
(36,750) (508,988) (42,750) (592,088)
8 (655) 9,072)
(4,053) (56,134) (3,981) (55,137)
(864) (11,966) (1,108) (15,346)
(1,004) (13,905) (1,056) (14,626)
(49,635) (687,445) (27,759) (384,462)
40a 5,652 78,280 17,880 247,638
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622
2015 12 31
2015 12 31
2015
b
HKFRS
HKFRS 23 69
HKAS 70 76
EDTF

50
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2015 12 31
2015 12 31 2015 12 31
HKICPA
HKICPA
2014 HKICPA HKFRS 15 HKFRS 15
2018
HKFRS 15
2014 HKICPA  HKFRS HKAS 39

FVOCI

HKAS 39 HKFRS
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ECL 12
12 ECL
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ECL
HKAS 39
12 ECL ECL
39
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28

2012 HKFRS

©
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44
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©
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HFS

(D

HKFRS
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Ogoooood
HFS HFS
HKFRS
2015 2014
132,497 136,434
(8,419) (9,617)
(18) (35)
124,060 126,782

277 2014 215
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OooooOodd
2015 2014
33,663 36,122
(3,980) (4,449)
29,683 31,673
2015 2014
15,862 15,273
(1,879) (1,821)
13,983 13,452
9,032 8,626
(1,005) (944)
8,027 7,682
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OooooOodd
2015 2014
17,523 13,674
14,807 10,761
709 887
473 1,513
1,534 513
4,439 5,168
8,419 9,617
(3.980) (4,449)
1,674 1,384
1,636 1,359
38 25
(20) ®)
68 408
(88) (419)
5
23,616 20,220
2015 2014
(2.304) 5,025
(374) (807)
(2,678) 4,218
100 (205)
18 35
(2,560) 4,048
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Ogoooood
2015
26 2014 35
2015 2014
10,636
3,320
983 1,288
® (2,219)
11,611 2,389
2014

2015 2014
133 1,204
77 170
210 1,374
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OooooOodd
2015 2014
693

4,689 3,581

480 670

134 61

23 104

404 422
(251)

4,016 3,915
10,439 8,502
278 2014 197
2015 2014

4,011 4,202
(1,390) (1,420)
(305) (156)
2,316 2,626
2,656 2,272

102 27

5,074 4,925

2014

2014
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OooooOodd
J
2015 2014
3,542 3,564
4,032 4,143
7,574 7,707
3,900 3,983
18,409 16,588
29,883 28,278
22
2014 24
2014
3,602 2014
3,553
K

78 2014 73
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2015

©
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OooooOodd
2015 2014

10,486 9,439

1,941 2,083
(656) (512)

/ (2.783) 4,159
52,593 57,307

4,689 3,581

760 173

67,030 76,230
(52,431) (60,182)

14,599 16,048

51,367 4,937 56,304
(3,684) @n @3,711)
47,683 4,910 52,593
50,882 8,271 59,153
(1,831) (15) (1,846)
49,051 8,256 57,307
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53,950 1,577 55,527
21,216 3,285 24,501
32,734 (1,708) 31,026
(3,214) 118 (3,096)

(318) (445) (763)
(2,896) 563 (2,333)
50,736 1,695 52,431

2014

53,104 8,339 61,443
23,761 2,921 26,682
29,343 5,418 34,761
(1,611) 350 (1,261)

(204) (644) (848)
(1,407) 994 (413)

51,493 8,689 60,182
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100 2014 101
2014
Cc

65 35
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oOoOooodn
2015 2014
37,846 35,476
1,080 1,046
1,449 1,350
751 1,022
41,126 38,894
2014
91 2014 92
2,200 2014 2,372
HSBC
1999
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2015 2014
883 903
132 120
(269) ®
5 5
751 1,022

2015 2014
(7.641) (6,937)
(662) (704)
(8.303) (7,641)
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ooooOoog
/
14,870 (20,356) ® (5,487)
(883) (883)
274 274
(609) (609)
297 (429) (132)
(548) 114) (662)
(548) (548)
6 6
(182) (182)
62 62
(26) 118 92
983 983
2 @
(1,604) 1,657 53
13,974 (19,735) (€H) (5.762)
(5,809)
47
(19,474)
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2014 1 1

2014 12 31

2016
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ooooOoog
14,505 (19,207) @ (4,703)
(903) (903)
6 6
(897) (897)
345 (465) (120)
319 (1,023) (704)
319 319
(16) (16)
(634) (634)
(373) (373)
@D 68 37
835 835
2 &)
(1,105) 1,170 65
14,870 (20,356) @ (5,487)
(5,606)
119
(20,115)
©)
(237)
1,781
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2015 2014
HSBC HSBC
13,974 13,974 407 14,870 14,870 257
5,233 5,233 10 5,251 5,251 81
7,439 7.439 8,328 8,328
1 1
1 1,302 1,302 397 1,290 1,290 176
1
2016 2017 2018 2019 2020 2021-2025
HSBC
516 727 804 968 1,100 5,322
12,071 2014 11,534
2015 2014
1.70 1.75
4.0 4.0
1 1
HKLT2011 HKLT2011

1 HKLT2011 2011

Hong Kong Life Tables 2011
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25

25

25

25

25

25

2013
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2015 /2014

2015 /2014

2015 /2014

2015 /2014

2012 12 31

25

99.9

527

2014 2015 16.1
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HSBC
2015 2014
(249) (234)
258 242
(11) 11
11 11
239 227
(233) (221)
11 10
10 (10)
8,428

107

20
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a
16.5
2015
()
b
2015
/
/
12 31
2014
/
12 31
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OooooOodd
16.5 2014
2015 2014

10,005 9,039

(134) 177)

8,072 8,542

223 154

18,166 17,558

(769) 1,462

18 19

(119) Q@7

(870) 1,454

17,296 19,012
106 613 229 275) 763 1,436
17 (40) 253 (388) 0)) (162)
9 (25) 625 5 (144) 470
an 103 92
132 548 1,107 (669) 718 1,836
154 852 669 (743) 1,362 2,294
(49) (245) ) 490 (142) 46
1 6 (432) 4 @7 (508)
(26) (370) (396)
106 613 229 (275) 763 1,436
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OooooOodd
2015
736 5,390 (466) (55) 11,453 1,528 18,586
24 (33) 54 274 (460) (34) (175)
/
17 777 23 30 (249) (818) (400)
/
1,090 (302) 788
12 31 643 6,134 (435) 249 11,834 374 18,799
2014
568 4,79 (314) (43) 10,549 495 16,051
(36) @ Q@m 2 441 (145) 84
/
204 595 25 (14) (242) 378 946
705 800 1,505
12 31 736 5,390 (466) (55) 11,453 1,528 18,586
2015 2014

18,799 18,586

(1,836) (1,436)

16,963 17,150

2,216
2014 2,617 1,988 2014 1,890
10
721 2014 732
C

2015 2014

174/436
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2,456 2,927

18,799 18,586

21,255 21,513
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2015 2014

117,279 111,189

21,983 21,184

(29) (50)

(35) (15)

(2,612) (2,586)

(3,994) (2,980)

887 1,653

18 19

1,118 1,267

(40) 520

17,296 19,012

2015 2014
0.37 14,250 0.44 15,000
0.20 7,500 0.27 9,250
0.20 7,500 0.24 9,250
0.20 7,500 0.24 9,250
0.97 36,750 1.19 42,750
2015 12 31 17,065

0.44
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2015 2014
1,900
655
LIBOR 3.84
9

2015 2014
15,844 16,223
135,259 140,252
151,103 156,475

2015 12 31
290,052 2014 277,377
10
11

2015 2014
178,358 231,734
44,775 41,180
43,607 102,028
35,886 32,084
302,626 407,026
718 4,718
301,908 402,308
302,626 407,026

2015 12 31 2,164

2014 8,421
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2015 2014
30,455 25,104
92,479 134,650
122,934 159,754
55,424 71,980
178,358 231,734
124,962 163,680

8,115 8,551
133,077 172,231
22,095 26,745
23,186 32,758
178,358 231,734

2015 2014
15,509 22,807
28,584 17,600
44,093 40,407

682 773
44,775 41,180
5,806 10,346
38,969 30,834

44,775 41,180

178/436
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48
)
2015 2014
16,125,677 246,202 231,885 14,880,218 221,590 203,420
11,665,620 122,743 117,563 10,060,892 112,297 104,108
3,392,883 109,227 99,997 3,422,916 96,769 86,955
515,299 14,054 131 684,251 11,693 416
551,875 178 14,194 712,159 831 11,941
15,974,328 136,697 135,827 18,254,624 164,071 161,746
1,146,748 183 244 448,799 41 39
14,514,463 133,907 132,784 17,593,936 160,827 158,539
54,662 1,226 48 77,354 1,677 205
52,728 70 1,832 70,790 71 2,137
205,727 1,311 919 63,745 1,455 826
712,028 27,815 31,330 1,084,221 37,562 38,247
432,544 2,800 2,790 259,298 1,644 1,659
95,216 5,920 5,675 134,482 5,737 6,211
33,339,793 419,434 407,507 34,612,843 430,604 411,283
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7,342 60 10 8,140 86 6
7,342 60 10 8,140 86 6
118,323 1,511 994 45,047 5,055 595
66,684 171 127 54,040 74 122
185,007 1,682 1,121 99,087 5,129 717
217,391 415 1,417 150,960 297 1,304
33,749,533 421,591 410,055 34,871,030 436,116 413,310
(40,636) (40,636) (46,182) (46,182)
33,749,533 380,955 369,419 34,871,030 389,934 367,128
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OooooOodd
2015 2014
/
(88) (419)
68 408
(20) (11)
181 2014 99
1,182 2014 4,401
2014
2015 12 31
2014
2015 12 31
2015 12 31
103,693 123,920 65,679
(12,960) (22,468) (11,525)
90,733 101,452 54,154
2014 12 31
38,841 72,498 48,135
(9,043) (19,424) (18,445)

29,798 53,074 29,690

182/436
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OooooOodd
2015 2014
107 74
371 331
@) (103)
(225) (194)
©)) o
79 107
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2015 2014
17,755 17,238
80,270 80,957

1,070
99,095 98,195
2015 2014
2,229 2,388
7,359 7,485
9,588 9,873
8,167 7,365
17,755 17,238
646 1,194
993 784
1,639 1,978
8,433 6,272
7,683 8,988
17,755 17,238
2015 2014
6,905 8,788
31,221 37,274

184/436
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38,126 46,062
42,144 34,895
80,270 80,957
2,501 3,910
77,769 77,047
80,270 80,957
2015 2014
168,988 176,945
43,791 41,956
212,779 218,901
13,585 26,751
2,573 1,628
16,158 28,379

185/436
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OooooOodd
2015 2014
2,773,819 2,825,736
(11,529) (10,520)
2,762,290 2,815,216
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OooooOodd
b HSBC
HSBC
2015
1 472,324 260,901 733,225
56,791 22,180 78,971
132,234 84,092 216,326
661,349 367,173 1,028,522
419,589 405,594 825,183
186,463 64,420 250,883
207,448 65,412 272,860
6,292 2,484 8,776
133,718 145,632 279,350
953,510 683,542 1,637,052
64,050 42,414 106,464
1,099 682 1,781
65,149 43,096 108,245
1,680,008 1,093,811 2,773,819
(2,165) (4,875) (7,040)
(1,979) (2,510) (4,489)
1,675,864 1,086,426 2,762,290
2014
1 439,451 283,042 722,493
54,943 24,863 79,806
122,613 79,670 202,283
617,007 387,575 1,004,582
416,759 440,967 857,726
201,103 75,631 276,734
203,850 62,810 266,660
6,613 2,654 9,267
150,314 151,930 302,244
978,639 733,992 1,712,631
61,264 42,747 104,011
3,887 625 4,512
65,151 43,372 108,523
1,660,797 1,164,939 2,825,736
(2,411) (3,888) (6,299)
(2,103) (2,118) (4,221)
1,656,283 1,158,933 2,815,216

1 27,702 2014 26,671

187/436
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2015 2014
2,494 687 3,181 2,756 689 3,445
8,152 1,893 10,045 8,743 2,012 10,755
17,999 3,014 21,013 16,663 2,545 19,208
28,645 5,594 34,239 28,162 5,246 33,408
(26) (43)
28,619 28,119

188/436
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2015

(H

12 31

2014

12 31

2015 12 31

15(a)

15(a)
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oOoOooodn

6,299 4,221 10,520

(1,505) (3,109) (4,614)

305 978 1,283

2,316 2,656 4,972

(210) 67 @)

(165) (190) (355)

7,040 4,489 11,529

5,007 4,494 9,501

(1,366) (3,356) (4,722)

156 1,029 1,185

2,626 2,272 4,898

(136) 79 (215)

12 (139) 127)

6,299 4,221 10,520
5,781 11,005 16,786
1,674,227 1,082,806 2,757,033
728 889 1,617
1,673,499 1,081,917 2,755,416

189/436



2014 12 31
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Ogoooood

1,680,008 1,093,811 2,773,819
(4,144) (7,385) (11,529)
(2,165) (4,875) (7,040)
(1,979) (2,510) (4,489)
1,675,864 1,086,426 2,762,290
2,360 5,153 7,513

0.3 1.0 0.6

0.2 0.7 0.4
5,297 9,218 14,515
1,655,500 1,155,721 2,811,221
602 770 1,372
1,654,898 1,154,951 2,809,849
1,660,797 1,164,939 2,825,736
(4,514) (6,006) (10,520)
(2,411) (3,888) (6,299)
(2,103) (2,118) (4,221)
1,656,283 1,158,933 2,815,216
1,767 3,373 5,140

0.3 0.8 0.5

0.3 0.5 0.4

10

HSBC

190/436
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2015 12 31
733,225 1,735 (169) (55) 24 48
825,183 8,543 (4,513) (2.110) 2,084 1,155
279,350 4,133 (1,564) (433) 555 187
2014 12 31
722,493 2,030 (288) (70) 70 131
857,726 6,951 (3,820) (2,182) 1,583 664
302,244 3,756 (1,470) (211) 800 57
C
1 1 1
2015 12 31
1,081 0.1 1,712 0.2 2,793 0.1
1,698 0.1 1,268 0.1 2,966 0.1
2,344 0.1 2,951 0.3 5,295 0.2
5,123 0.3 5,931 0.6 11,054 0.4
(1,609) (3,355) (4,964)
1,643 1,820 3,463
409 0.0 3,134 0.3 3,543 0.1
2014 12 31
624 0.0 2,023 0.2 2,647 0.1
452 0.0 764 0.1 1,216 0.0
2,024 0.1 2,185 0.2 4,209 0.2
3,100 0.1 4,972 0.5 8,072 0.3
(1,235) (2,265) (3,500)

1,144 1,805 2,949

191/436
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2015 12 31

2014 12 31

431
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0.0 2,298 0.2 2,729 0.1
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2015 2014

691,636 544,536
215,998 169,277
710,709 595,378
12,601 13,349
76,037 84,822
9,065 49,131
1,716,046 1,456,493
939 2,001
1,715,107 1,454,402
1,716,046 1,456,493

2015 2014 2015 2014
11,206 7,961 11,507 8,348
62,922 38,870 64,339 41,755
74,128 46,831 75,846 50,103
154,471 135,795 160,074 140,632
228,599 182,626 235,920 190,735
5,907 5,336 6,584 6,039
25,676 17,115 26,851 18,067

31,583 22,451 33,435 24,106

193/436
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90,955 77,303 93,945 80,468
106,061 82,872 108,540 86,161
228,599 182,626 235,920 190,735
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2015 2014
30,827 20,774
517,212 428,835
548,039 449,609
238,707 230,591
786,746 680,200
574,173 463,659
72,658 58,388
646,831 522,047
98,417 108,692
41,498 49,461

786,746 680,200
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2015 2014
405 360
3,405 42,736
3,810 43,096
5,255 6,035
9,065 49,131
4,651 44,167
4,414 4,964
9,065 49,131

2015 2014
118,762 119,845
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2015 2014
16,039 14,830 18,194 18,100
1,658 1 5,165 34
17,697 14,831 23,359 18,134
2015 2014
369,184 320,998
56,451 68,146

197/436
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HSBC

HSBC

HSBC

HSBC

HSBC

31

198/436
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62.14
prc! 100
100
100

100

100

12

HSBC
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2015 2014
37.86 37.86
10,409 5,730
51,231 50,057
4,053 3,981
1,334,429 1,263,990
1,192,448 1,124,797
41,950 28,570
27,494 15,131
(13,700) 19,804
13,794 34,935
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ooooooo
2015 2014
118,328 112,283
4,042 4,236
123 194
(€1)) (48)
(24) (1)
122,438 116,654
2015 12 31 121,929 2014
116,134
i
19.03
2015 12 31 77,039 2014 101,918
BoCom
2004 BoCom
BoCom
2015 12 31 BoCom 2013 2015
44 BoCom
2015 12 31
2015 12 31 2014 12 31

VIU VIU

200/436



21%
(2014 11.4
0.78 (2014
2018
42.4
40.3 40.7

2018
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132.1 119.5
VIU
VIU
chC
2014
2018 2014
13 (2014 13 )
CAPM
14.2 )
0.73 )
70 72 70
2014  37.2 44.5
VIU
62
62
82
14
466

277
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oOoooooo
77.0 121.7 113.8 101.9
BoCom
CMC CMC
BoCom
GDP
CAPM BoCom
CAPM
10.1 14.2
0.71
0.7 (2014 0.65 )
67 (2014
41 2014 40.0



2015 12 31
119.5
VIU
VIU /
VIU
VIU /
VIU
VIU /
VIU
VIU /
VIU
VIU /
VIU
VIU /
175.6
2014 12 31
VIU
VIU /
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ooooodo
VIU
VIU
+100bps 5 -210bps
157.2 132.1 95.6
25.1 (36.5)
-50bps 4 +100bps
141.2 132.1 110.7
9.1 (21.9)
-150bps 13 +110bps
164.3 132.1 115.7
32.2 (16.4)
2015 2018 2015 2018
0.7 0.71 0.78 0.85
2019 :0.70 2019 0.75
133.2 132.1 126.8
1.1 (5.3)
-350bps 67 +10bps
141.1 132.1 131.9
9.0 0.2
-250bps 41 +120bps
143.6 132.1 126.7
11.5 G.49
VIU 95.9
+50bps +100bps 5.00 -50bps -100bps
132.0 143.9 121.7 112.5 104.3
10.3 22.2 9.2) (17.4)
-50bps -100bps 13.00 +50bps +100bps
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VIU

VIU

VIU

VIU

VIU

VIU

VIU

VIU

BoCom

BoCom

10

BoCom

130.2
/ 8.5
/
-100bps
123.9
/ 2.2
-50bps
124.1
/ 2.4
12 31
2015 30 12
2015 12 31
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ooooodo
140.1 121.7 114.2 107.6
18.4 (7.5) (14.1)
2014 2018 2014 2018
0.65 0.73 1.00 1.00
2019 :0.65 2019 0.65
125.5 121.7 115.8
3.8 (5-9)
2014 2018
-200bps 70 72 +100bps +200bps
2019 170
126.4 121.7 119.2 116.8
4.7 (2.5) (4.9)
2014 2018
-100bps 40.0 42.4 +50bps +100bps
2019 142.4
126.7 121.7 119.2 116.8
5.0 (2.5) (4.9
2015 12 31
2015
2015 30 2014 30
1,121,481 1,165,846
859,625 620,206
4,344,068 4,248,285
1,896,670 1,387,509
384,827 353,438
8,606,671 7,775,284
2,024,465 1,628,358
5,362,887 5,148,337
363,737 223,852
227,311 196,712
7,978,400 7,197,259
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OOoOooOodd
628,271 578,025
606,772 575,424
3,687 2,601
17,812
115,497 109,529
3,934 4,122
92 145
119,523 113,796
30 12
2015 2014
173,631 170,833
42,115 37,157
(29,245) (27,209)
(7,842) (7,136)
(23,073) (24,055)
82,437 82,405
2,919 1,681
85,356 84,086
4,841 4,629
2015 2014
2,407 2,338
2,777 2,704

204/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
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370 366
229 311
229 311
24 11

2015 12 31
303,980 2014 359,524
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22

OooooOodd
2015 2014
6,344 6,379
36,897 32,389
6,327 6,310
49,568 45,078
2015 2014
6,379 6,362
(35) 17
12 31 6,344 6,379
2015 2014
24 24
750 750
82 82
1,657 1,302
3,018 3,337
813 884
cou 6,344 6,379
2015 2014
2015 CGU
CGU
CGU
CGU

CGU

HSBC
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CGU CGU
CGU
CGU
CGU
2015
2015
5.9 6.8
PVIF
PVIF
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PVIF

207/436

CGU

2015

oOoOooodn

11

2014

1.82

6.81

3.00

1.86

7.42

3.00
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Ogoooood
12 31 PVIF
2015 2014

32,389 28,916

4,972 5,317

(2,518) (1,781)

(136) (60)

752 (731)

1,592 (88)

©) 891

36 33

PVIF 4,689 3,581
(181) (108)

12 31 36,897 32,389
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12 31

12 31

12 31
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OooooOodd
2015
1
13,964 1,515 2,103 17,582
1,794 2 1,796
(345) ®) (351)
a7 (140) (86) (397)
15,242 1,375 2,013 18,630
10,131 1,088 53 11,272
1,422 91 8 1,521
80 1 81
(342) ®) (347)
(123) (99) () (22%)
11,168 1,080 55 12,303
4,074 295 1,958 6,327
2014
1

12,645 1,606 2,288 16,539
1,546 1,546
(161) (63) (224)
(66) (91) (122) (279)
13,964 1,515 2,103 17,582
8,818 1,033 84 9,935
1,483 120 11 1,614
36 21 57
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Ogoooood
/ (156) (63) (219)
(50) (65) (115)
12 31 10,131 1,088 53 11,272
12 31 3,833 427 2,050 6,310
2008
10
10
2015 12 31
CGU CGU
CGU
2015 2015
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23
a
2015 2014
86,753 12,784 23,826 85,306 11,392 22,686
(580) (16) (581) (366) 1 (290)
554 699 2,434 376 2,488
(28) (1,091) 14) (1,057)
(2,428) (2,300)
6,601 480 4,511 670
3,128 (3,231) (49) (760) 721 [6H)
12 31 94,000 10,716 24,539 86,753 12,784 23,826
74 18,610 91 18,053
86 (452) &) (225)
2,456 1,924 2,294 1,813
(25) (1,054) () (1,030)
(2,428) (2,300)
4 O] ®) €))
12 31 167 19,024 74 18,610
1231 93,833 10,716 5,515 86,679 12,784 5,216
12 31 110,064 104,679

211/436



()

20

12,368

4,908
552

2014
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2015 2014
22,027 19,387
2015 11 2015 12 31
2014
20
12,627 2014
7,077 2014 5,181 4,908
2014 3,292 476 2014 671
2014 3,292 711 2014
982 2014 666
480
670
2014
9%
DTZ
11
404 2014 422
2015 2014
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10

50

25
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310

200

411

147

510

558

2015

2014

260

277
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2015 2014
1,013 2,418
159 148
3,881 3,821
17,305 18,370
31,480 31,200
47,105 59,401
33,119 35,518
134,062 150,876

76,035 2014 82,000

2015 2014
949,169 919,343
2,645,151 2,379,651
1,045,756 1,180,998

4,640,076 4,479,992

214/436



27

28

29

2015 12 31
108

26
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2015

2015

oOoOooodn

2014

1,770
18,387
60,488
12,504

98,702

3,470

19,418

66,063

6,301

120,560

191,851

215,812

2015

2014

14,721

36,049

196

11,973

36,665

50,770

48,834

102
12 31
2014 60

2015

2014

2014

6,181

34,678

7,530

37,767

40,859

45,297
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32

31

2015

12 31

12 31

2014
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2015 2014

25,425 26,435

1,203 1,141

31,480 31,200

1,769 2,186

27,043 26,769

86,920 87,731

78,221 2014 78,498
2

265,743 (4,182) 261,561
(21,216) 318 (20,898)
53,950 (3.214) 50,736
99 73) 26
298,576 (7.151) 291,425
44,439 (1,441) 42,998
(3,285) 445 (2,840)
1,577 118 1,695
(487) (514) (1,001)
42,244 (1,392) 40,852
340,820 (8.543) 332,277
236,911 (2,836) 234,075
(23,761) 204 (23,557)
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12 31

12 31

32

12 31

12 31
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Ogoooood
53,104 (1,611) 51,493
(511) 61 (450)
265,743 (4,182) 261,561
39,269 (1,695) 37,574
(2,921) 644 (2,277)
8,339 350 8,689
(248) (740) (988)
44,439 (1,441) 42,998
310,182 (5,623) 304,559
2015 2014

1,141 1,723

1,214 218

(313) (1,013)

(205) (195)

(634) 408

1,203 1,141

2015 2014

113 225

840 55

(109) (108)

30) (67)

13) 8

801 113
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33
2015 2014
800 1 6,204 9,337
2015 2020
200 1,271
2
4.35 2017
500 5 897 1,108
2022
5.05 2022
500 . 902 1,116
2027
8,003 12,832
12015 12 400 2016
400 2016
29
2 2015 11 200
3 500 4.35 2022 2017
4 500 5.05 2027 2022 11
5
34
2015 2014
8,138 8,143
28,415 28,439
36,553 36,582
2009 2024 1,050
30
2019
2015 12 31
1,050 2014 1,050
2014 2016 1,050
30

2015 12 31
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2015 12 31
400
2016
HSBC
HSBC
8.7 870
10 HSBC
HSBC
CCPS 0.001
CCPS HSBC
2015
(2014 2015 12 31

CCPS
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3,253 2014 3,253
2014
30
400
200
100
2014 870
CCPS 2009
CCPS
CCPS 10
HSBC CCPS
CCPS 8.7 2014 8.7
2014
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100

oOoOooodn

2014
2014
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36

1,000

900

1 LIBOR

tier

3.84
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2019 12

2019 12
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2015 2014
96,052 96,052
2015 2015
38,420,982,901 96,052
tier
2015 2014
1 7,756 7,756
1 6,981 6,981
14,737 14,737
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37
1 12
2015

151,103 151,103
25,020 25,020
220,184 220,184
302,626 302,626
378,858 2,097 380,955
1,313 831 1,785 12,007 2,889 80,270 99,095
1,070 1,070
243 831 1,785 12,007 2,889 17,755
80,270 80,270
16,433 146,004 25,677 7,872 16,793 212,779
83,706 178,741 91,352 33,813 24,052 9,557 421,221
151,833 348,911 313,640 498,306 770,049 691,080 (11,529) 2,762,290
222,004 410,572 407,780 461,377 205,036 9,277 1,716,046
175,178 341,206 175,252 691,636
7,813 16,232 51,515 10,500 2,578 88,638
83 2,705 10,960 72,802 129,448 215,998
38,930 50,429 170,053 378,075 73,010 212 710,709
9,065 9,065
36,875 106,912 53,997 11,826 17,484 251 17,051 244,396
122,438 122,438
49,568 49,568
110,064 110,064
1,836 1,836
6,608 21,709 33,569 10,596 10,142 2,496 48,942 134,062
666,742 1,050,614 929,638 971,978 1,311,904 911,309 410,866 698,535 2,097 6,953,683

1 12

2015

220,184 220,184
30,753 30,753
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6,385 8,161 1,612 16,158
128,554 14,744 1,197 1,400 2,324 75 148,294
3,642,772 540,729 237,184 189,002 29,705 594 4,640,076
191,851 191,851
366,881 2,538 369,419
349 14,438 224 35,759 50,770
7 1,553 3,756 6,765 24,695 4,083 40,859
5,809 5,809
24,180 53,956 1,198 339 43 20,125 10,232 110,073
6,558 24,555 35,813 10,037 3,299 469 6,189 86,920
2,236 338,584 340,820
39 176 247 1,983 1 2,456
18,799 18,799
3,104 897 902 3,100 8,003
9,688 26,865 36,553
4,031,264 674,627 203,799 209,616 75,412 26,472 435,105 568,964 2,538 6,317,797
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1 12
2014
156,475 156,475
21,122 21,122
214,654 214,654
407,026 407,026
384,508 5,426 389,934
224 404 2,458 10,230 3,922 80,957 98,195
224 404 2,458 10,230 3,922 17,238
80,957 80,957
17,185 146,739 25,959 6,474 22,544 218,901
89,234 216,293 107,527 37,885 27,129 10,245 488,313
149,788 343,242 333,097 533,851 776,135 689,623 (10,520) 2,815,216
93 161,254 315,078 405,194 358,914 166,412 49,548 1,456,493
93 117,183 253,137 174,123 544,536
6,028 18,421 56,374 13,762 3,586 98,171
359 1,436 7,157 64,770 95,555 169,277
37,684 42,084 167,540 280,382 67,271 417 595,378
49,131 49,131
83,035 64,891 28,687 3,193 2,983 305 8,600 191,694
116,654 116,654
45,078 45,078
104,679 104,679
1,436 1,436
11,915 23,568 28,906 15,534 7,357 2,443 61,153 150,876
722,379 977,333 839,658 1,004,589 1,205,292 872,950 448,985 800,134 5,426 6,876,746
1 12
2014
214,654 214,654
31,331 31,331
2,497 25,882 28,379
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168,504 50,624 2,131 1,201 4,023 140 226,713
3,361,396 575,631 269,802 231,562 41,324 277 4,479,992
215,812 215,812
365,107 2,021 367,128
190 195 11,632 251 36,566 48,834
30 2,055 6,985 3,575 28,968 3,684 45,297
5,606 5,606
35,279 63,853 1,200 539 46 22,264 12,633 135,814
6,150 28,171 27,073 16,003 3,511 544 6,279 87,731
1,320 308,862 310,182
179 69 202 2,469 8 2,927
18,586 18,586
1,271 1,108 1,116 9,337 12,832
107 8,144 28,331 36,582
3,790,199 777,616 307,393 256,905 90,727 36,420 413,567 593,552 2,021 6,268,400
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38
12

2015 12 31
220,184 220,184
30,753 30,753
6,385 9,890 16,275
128,562 15,950 1,410 2,343 84 148,349
3,643,166 779,904 192,808 33,562 666 4,650,106
191,851 191,851
366,823 382 929 946 369,080
350 58 203 15,072 35,948 51,631
7 5,588 7,165 26,005 4,696 43,461
34,532 55,185 750 2,229 22,221 114,917
7,151 54,450 8,241 1,546 441 71,829
3,150 73 1,152 4,224 8,599
10,212 421 2,397 32,857 45,887
4,599,011 965,522 212,000 85,252 101,137 5,962,922
1,605,093 508,358 12,652 5,867 22 2,131,992
63,812 63,812
6,267,916 1,473,880 224,652 91,119 101,159 8,158,726

2014 12 31
214,654 214,654
31,331 31,331
2,498 25,916 28,414
168,511 52,777 1,302 4,060 159 226,809
3,361,476 848,561 238,213 45,513 283 4,494,046
215,812 215,812
365,353 274 450 1,163 104 367,344
190 45 362 12,169 36,768 49,534
30 9,293 4,162 30,507 3,967 47,959
48,165 65,131 951 2,395 24,436 141,078
5,905 48,917 13,527 1,906 480 70,735
162 1,601 2,794 14,141 18,698
475 389 3,457 43,565 47,886
4,382,594 1,082,882 260,957 103,964 123,903 5,954,300
1,407,919 464,200 11,361 12,700 62 1,896,242
61,666 61,666
5,852,179 1,547,082 272,318 116,664 123,965 7,912,208
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2015 2014

101,449 95,514
(94,377) (95,109)
(210) (1,374)
5,982 5,778
17 18
5,074 4,925
(3,331) (3,537)
1,016 45
(313) (1,013)
@
(480) (670)
(134) (61)
(23) (104)
251
13 11
(11,611) (2,389)
1,318 1,442
(4,689) (3,581)
110,427 109,364
(29,689) (28,598)
80,439 80,911
(109,172) (24,883)
24,012 15,290
8,559 (10, 446)
(11,842) 2,148
94,823 (89,784)
(23,961) 20,780
8,979 (1,207)
2,291 2,076
170 (8,049)
1,936 7,119
(34,655) (23,657)
46,848 (199,817)
(52,702) (29,719)
9,016 (22,540)
(78,419) (4,645)
160,084 226,294
(23,128) 38,307
(4,438) (7,037)
30,638 34,002
25,015 43,418
14,015 13,219
168,508 61,780
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12 31

151,255
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OooooOodd
2015 2014

679,670 687,596

5,652 17,880
(26,925) (25,806)

658,397 679,670

2015 2014

151,103 156,475

25,020 21,122

124,351 130,093

279,297 319,758

106,590 77,667

2,482 4,133

307 1,753
(30,753) (31,331)

658,397 679,670

2015 12 31
2014 173,883
2015 2014

5,069 2,179 611 2,790
15 15

5,069 2,194 611 2,805
38 38

38 38

5,069 2,156 611 2,767
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23 84 20 104
11 11
5,092 2,251 631 2,882
5,092 2,251 631 2,882
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2015 2014
256,561 246,332
1,371 1,795
257,932 248,127
31,337 37,874
4,821 1,717
2,095,834 1,856,651
2,131,992 1,896,242
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2015 2014
54,228 54,827
180,933 173,960
235,161 228,787
21,400 17,545
256,561 246,332

HSBC

2015 2014

3,354 4,855
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2015 2014
2,994 2,893
4,744 4,345

779 937
8,517 8,175
60 49
114 21
174 70
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44
1
2
2015 12 31
390,543 (40,636) 349,907  (285,735) (7,835)  (23,322) 33,015 31,048 380,955
350,318  (4,109) 346,209 (345,629) @373) 207 22,254 368,463
182 182 Qam 5 mn 353
350,136 [ | (4.109) [| 346,027 (345,452) @373) 202 22,083 | | 368,110
15,032 (15,032)
( )
755,893  (59,777) 696,116  (285,735)  (353,464)  (23,695) 33,222 53,302 749 4183
2014 12 31
398,270  (46,182) 352,088  (284,746)  (11,834)  (25,204) 30,304 37,846 389,934
297,681 297,681 (297,660) 12) 9 26,070 323,751
208 208 (201) 7 75 283
297,473 297,473 (297,459) 12) 2 25,995 | | 323,468
15,044  (15,044)
( )
710,995  (61,226) 649,760  (284,746)  (309,494)  (25,216) 30,313 63,916 715 6853
1
2
3 239,795 2014 187,985
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2015 12 31
381,116  (40,636) 340,480  (285,735)  (3,411)  (30,356) 20,978 28,939 369,419
59,083  (4,109) 54,974 (54,848) ® 123 5,628 60,602
501 501 @97 4 501
58,582 | | (4,109) 54,473 (54,351) ® 119 5,628|| 60,101
15,082  (15,032)
( )
455,231  (59,777) 395,454  (285,735)  (58,259)  (30,359) 21,101 34,567 430 0213
2014 12 31
384,993  (46,182) 338,811  (284,630)  (17,989)  (22,527) 13,665 28,317 367,128
73,010 73,010 (72,941) 32) 37 11,068 84,078
494 494 (470) 24 494
72,516 72,516 (72,471) 32) 13 11,068 83,584
15,044  (15,044)
( )
473,047 (61,226) 411,821  (284,630)  (90,930)  (22,559) 13,702 39,385 45 2063
1
2
3 152,261 2014 161,910
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HKFRS
2015 2014
4,934,662 71.0 4,630,716 67.3
2,588,062 37.2 2,788,418 40.5
(569,041) 8.2 (542,388) (7.8)
6,953,683 100.0 6,876,746 100.0
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2015 2014
4,613,757 73.0 4,325,607 69.0
2,273,081 36.0 2,485,181 39.7
(569,041) (9.0) (542,388) (8.7)
6,317,797 100.0 6,268,400 100.0
2015 2014
2,403 2.0 2,316 2.0
120,035 98.0 114,338 98.0
122,438 100.0 116,654 100.0
2015 2014
1,273,983 53.3 1,130,366 52.7
1,115,941 46.7 1,014,003 47.3
2,389,924 100.0 2,144,369 100.0
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2015 2014

4,523 82.5 3,512 79.6
960 17.5 898 20.4
5,483 100.0 4,410 100.0
60,096 66,923 2,959) 124,060
(7.436) (25,206) 2,959 (29,683)
52,660 41,717 94,377
37,322 15,906 (1,302) 51,926
(5.002) (2,567) 1,302 (6,267)
13,681 9,935 23,616
(3,220) 660 (2,560)
11,290 321 11,611
192 18 210
45,758 6,835 52,503
12,992 1,433 (3,986) 10,439
165,673 74,258 (3,986) 235,945
(45,909) (6.522) (52,431)
119,764 67,736 (3,986) 183,514
(1,199) (3,875) (5,074)
118,565 63,861 (3,986) 178,440
(45,933) (35,044) 3,986 (76,991)
72,632 28,817 101,449
240 15,590 15,830
72,872 44,407 117,279
(10,146) (7.150) (17,296)
62,726 37,257 99,983
52,448 37,085 89,533
10,278 172 10,450
109,739 64,981 174,720
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8,826 (1,120) (3,986) 3,720
(4,827) (1,155) (5,982)
(186) (437) (623)
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57,751 72,841 (3,810) 126,782
(6,977) (28,508) 3,812 (31,673)
50,774 44,333 2 95,109
34,708 17,301 (1,347) 50,662
(4,712) (2,675) 1,347 (6,040)
11,663 8,559 [©) 20,220
3,134 914 4,048
2,286 103 2,389
1,362 12 1,374
50,226 7,081 57,307
10,872 1,693 (4,063) 8,502
160,313 77,321 (4,063) 233,571
(52,916) (7,266) (60,182)
107,397 70,055 (4,063) 173,389
(2,478) (2,447) (4,925)
104,919 67,608 (4,063) 168,464
(42,270) (34,743) 4,063 (72,950)
62,649 32,865 95,514
317 15,358 15,675
62,966 48,223 111,189
(10,132) (8,880) (19,012)
52,834 39,343 92,177
47,228 39,200 86,428
5,606 143 5,749
95,906 69,459 165,365
9,013 (1,851) (4,063) 3,099
(4,551) (1,227) (5,778)
(55) 12) (67)
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2015 12 31
53,684 39,965 64,563 2,871 13,637 174,720
/ 11,309 @) (8,112) 1,161 6,112 (6,379) 3,720
2014 12 31
52,725 41,199 65,475 2,735 3,231 165,365
/ 11,815 (720) (10,867) 1,190 8,225 (6,544) 3,009

1 2

2015 2014 2015 2014
109,739 95,906 104,503 98,056
16,823 17,085 127,346 121,426
6,464 7,210 822 1,034
7,375 7,815 2,203 2,374
2,382 3,962 3,424 3,869
6,497 6,958 762 944
9,146 9,493 1,412 1,429
3,193 3,597 2,118 2,174
13,101 13,339 2,584 2,716
174,720 165,365 245,174 234,022

12
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12 31
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100 HSBC
HSBC 100 HSBC
100 HSBC
100
2015 2014 2015 2014
892 976 534 569
577 318
7 13 2,433 2,331
2015 2014 2015 2014
102 30
102 30
554 525 624 625
1,395 18,679 22,185
36,451 36,474
38,400 36,999 19,303 22,810

243/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OoOoOoOoOodno
b
HSBC
HSBC 47
2015 12 31
3,483 1,769 2014
3,139 2,186
C
2015 12 31 12.6 2014 11.2
22 2014 22
d
IT
2015 2014
599 384
341 227
2,604 2,404
802 870
2,729 2,756
1 7,586 6,961
1 2015 1,014

2014 1,002
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12 31

2015 2014
17,051 8,600
227,243 183,064
244,294 191,664
10,232 12,633
4 4
78,585 99,842
102 108
88,923 112,587
21,400 17,545
2,841 2,185

HSBC

2015 2014
101,630 98,346
108,317 106,704

e
21
2015 2014
12 31 12 31

32,372 15,614 41,814 32,848
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32,374 15,614 41,815 32,848
8,113 713 5,038 1,259
1 1 11 1
2015 2014
233 209
8 5
5 5
179 177
425 396
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2015 2014
27,536 34,385
39,743 41,527
865 1,056
4,379 4,809
2,268 3,483
2014
83 83
2015
22
CKPH
CKPH
17
12 31
2015 2014 2015 2014
3,246 2,722 4,467 2,819
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1 1
3,246 2,722 4,468 2,820
a
2015 2014
1,303 1,398
78 94
1,381 1,492
1,318 1,442
63 50
b HSBC
12 31
GPSP
GPSP
GPSP
2010
2015
2013 12
250
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250
2012
20 2014
20
2005 2000 2005
ESOS 10
HSBC
GSOP
Cc HSBC
2015 2014
28,461 25,369
19,843 19,177
(19,444) (18,975)
(1,032) 2,890
12 31 27,828 28,461
75.39 79.31
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d HSBC
ESOS  GSOP
waep * wagp
2015
84 7.29 8,643 55.21
43 48.41
(6,115) 54.62
/ (84) 7.29 (588) 54.25
12 31 1,983 57.05
12 31
2015 12 31
8.39
64.26
1.18
2014
7,258 7.22 29,358 44.47
15 66.27
@ 7.22 (19,846) 39.41
/ (7,172) 7.22 (884) 52.46
12 31 84 7.29 8,643 54.47
12 31 84 7.29 861 43.21
2014 12 31
14.81
6.13 82.76
0.30 0.70
1
37.88 63.99 2014  37.88
63.99 3.31 5.47 2014  3.31 5.47
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@m HKFRS
HSBC
3
2015 12 31
: 158,173 143,611 842 302,626 302,626
6,914 271,230 1,181 279,325 101,630 380,955
65,883 30,766 2,446 99,095 99,095
1 1,015,065 466,129 6,253 1,487,447 1,487,447
2 56,291 128,102 7,458 191,851 191,851
5,773 253,647 1,682 261,102 108,317 369,419
50,770 50,770 50,770
2014 12 31
: 210,397 196,464 165 407,026 407,026
9,039 281,764 785 291,588 98,346 389,934
73,337 22,947 1,011 98,195 98,195
1 736,254 530,901 6,712 1,273,867 1,273,867
2 63,614 140,045 12,153 215,812 215,812
10,766 248,550 1,108 260,424 106,704 367,128
48,834 48,834 48,834
1 18

2 HSBC
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©
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HKFRS 13
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oTC

oTC

oTC

) 12(¢)

CVA DVA

CVA
PD

DVA
PD

LGD 60 75
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CVA
CVA
CVA DVA
6,712 165 1,911 785 12,153 1,108
43 7 276 705 (1,387) 872
7 705 (1,387) 872
276
43
922) ) @ ® (413) ®)
@
(145) Q) @ ® (413) ®
548 992 1,940
4,424
(128) (282) (68)
(807) (75) 3,257) @75)
33) (805) @27) (4,435) @47)
1 373 32
6,253 842 2,446 1,181 7,458 1,682
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7 101 244 9 (61)

7 244 9 (61)

101
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2014 12 31
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ooooooo
11,218 664 1,353 1,112 4,295 17,829 1,445
1,166 ®3) 291 (124) 3,332 (1,473) 109
?) (124) (1,473) 109
291
1,166 3,332
(29) (24) (10) (3,458) (331) )
31 (3,458)
(60) (29) (10) (331) 6)
1,359 421 587
4,950
(2,419) (630) (45) (4,169)
(4,583) (527) 397 (3,814) 301
(274) (624) (5,085) (847)
11 252 34 77 106
6,712 165 1,911 785 12,153 1,108
(88) @ 296 47 (©) (110)
() 47 [€) (110)
296
(88)
HSBC
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2015 12 31
/ / 193 am
122 122)
401 (401)
2014 12 31
/ / 329 (322)
191 (191)
672 (674)
95
95
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2015 12 31
1,110 0.35 0.93
4,602 12 55
869 0.43 0.99
725 5 27
1,289 99.52 100.54
3,373 0.72 37.04
656
2,559
555 0.41 0.42
2,290 1,834
10,722 9,140
2014 12 31
6,342 0.27 0.92
3,354 12 50
791 0.40 0.96
1,509 4 19
765 97.60 99.69
4,189 0.62 36.66
704
2,108
610 0.44 0.47
1,197 1,265
9,573 13,261
2015 2014 12 31
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HSBC
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48
2015 12 31
212,779 205,434 7,432 212,866
421,221 411,044 10,387 421,431
2,762,290 44,348 2,708,923 2,753,271
228,599 4,098 231,821 235,919
16,158 16,158 16,158
148,294 147,826 468 148,294
4,640,076 4,640,626 4,640,626
40,859 40,898 40,898
8,003 1,838 5,027 6,865
36,553 36,863 36,863
2014 12 31

218,901 210,267 8,709 218,976
488,313 479,348 9,106 488,454
2,815,216 22,940 2,780,358 2,803,298
182,626 4,768 185,968 190,736
28,379 28,379 28,379
226,713 226,044 668 226,712
4,479,992 4,479,985 4,479,985
45,297 1,129 43,316 880 45,325
12,832 2,267 9,683 11,950
36,582 32,623 32,623

262/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

263/436



50

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

SE

1(c)
SE

SE

SE

SE
SE

SE

264/436

SE

SE

oOoOooodn

SE

SE

SE

SE

SE

41(b)



12

SE

SE

SE

SE

SE

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

SE
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SE
SE
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HSBC HSBC

2015 12 31
30,631 622,340 5,527,243 57,366 6,237,580
99 99
15,506 40,142 55,648
299 299
8,654 6,918 15,572
435 435
283 283
. 8,654 15,605 40,577 7,500 72,336
205 2 207
205 2 207
9,305 15,605 40,598 7,946 73,454

2

2014 12 31
19,442 978,979 7,022,209 45,903 8,066,533
98 98
16,852 40,576 57,428
14 187 201
6,270 8,645 14,915
325 325
387 387
. 6,284 16,950 40,901 9,219 73,354
111 10 121
111 10 121
7,001 16,950 40,922 9,606 74,479

1 HSBC 15,605
2014 16,950 15,506 2014 16,853
HSBC 40,577 2014 40,901 40,547

2014 40,777
2 2014
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2015 2014
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2015 12 31
12 31
2015 2014
112,427 120,468
18,055 15,888
220,184 214,654
215,109 298,365
360,222 374,876
911 1,257
94,592 116,113
179,109 206,309
1,546,056 1,590,711
950,504 721,983
407,194 404,136
72,395 70,849
39,830 39,830
4,361 4,307
80,513 76,884
924 664
80,271 94,617
4,382,657 4,351,911
220,184 214,654
21,960 22,512
6,192 21,033
92,969 174,385
2,972,413 2,814,510
101,342 98,549
350,281 353,645
8,744 9,180
32,054 32,089
4,465 3,663
141,047 187,935
47,809 47,777
1,451 1,840
6,806 6,435
6,204 9,337
36,451 36,474
4,050,372 4,034,018
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96,052 96,052
14,737 14,737
6,558 7,253
214,938 199,851
332,285 317,893
4,382,657 4,351,911
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2015 12 31
2015 12 31
1 2 3 4 5

96,052 14,737 199,851 28,933 2,575 (106) (8.825) (15,324) 317,893
52,541 52,541
(1,026) 5,108 (1,220) 125 (4,042) (1,055)
(1,220) (@,220)
125 125
(142) 5,108 4,966
(884) (884)
(4,042) (4,042)
51,515 5,108 (1.220) 125 (4,042) 51,486
7 (37,405) (37,405)
12 329 341
®) (15) (10) (30)

970 (970)
12 31 96,052 14,737 214,938 33,056 1,355 19 (12,867) (15,005) 332,285
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2014 12 31
1 2 3 4 5
85,319 183,458 28,256 4,562 188 (7,127) (15,542) 279,114
59,480 59,480
(946) 3,269 (1,987) (294) (1,698) (1,656)
(1,987) (1,987)
(294) (294)
(121) 3,269 3,148
(825) (825)
(1,698) (1,698)
58,534 3,269 (1,987) (294) (1,698) 57,824
10,733 10,733
6 14,737 14,737
(42,750) (42,750)
(123) 218 95
5 (1,865) (1,860)
727 727)
12 31 96,052 14,737 199,851 28,933 2,575 (106) (8,825) (15,324) 317,893
1
2
3
4
5 HSBC
6 2014 tier
7 HKFRS
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Q)

2010 10 HSBC

HSBC

BSA AML

HSBC

2012 12

HSBC

US DPA

HNAH
OFAC

FinCEN

1.9
US DPA

FCA HSBC AML

HSBC
US DPA

US DPA DoJ

US DPA
HSBC

HSBC 0cC
HSBC

HSBC

ooooooo
2015 12 31
occC
HNAH
HNAH HSBC
BSA AML
DoJ
FRB
OFAC
FCA AML
HSBC
occ
HSBC
2013
2013 DoJ
FRB
2016
HSBC US DPA
HSBC
occ
occC
occC
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Financial Statements

Consolidated income statement for the year ended 31 December 2015

2015 2014
Noe HESm HESm

Interest income ...

da 124,060 126,782
JOOROEEE PP i e o i e i ot i i s

ab (29,683) (31.6T3)

BREL IMIEETESE BIICOMUE oo oe s cescecim ettt et e b e s et et e s 4377 95 100

51,926 Sl
6. 267} {65, 04K

45,659 44,627

23,616 20,220
(2. %60 4,048
11601 389

210 1374
52,593 57307
10,439 8503

Fez income ..........
Fez expense ...

Met trading mcome Pt
Met income/{expense) l'mm inanci mslnlnmtsdm@ﬂcd.aifau vahie
Ciains less losses from financial MYESIMEME e s
Divadend income |
Mel inaurmice prmmlm ncome ...
Cther operaling incame .

sedatt £

Total operating income s 235 945 133 871
et insurance claims and b:n:lils pmd and nm'ﬁnmt in |IE]]I|I[I¢RII} pnllqhu!ldu'g {52.431) (60,183

k-

Ml operating income before loan impairment charges
andd other credit risk provisbons R 153,514 173,358

Loan impairment charges and other -;,r¢d|l mk pm!.-'nqmsr et v e v s 4 EIEﬂ [4,925)

Met operating income F 178,440 168 464

Employee comgensation and bcn:l‘ds: fa {41.126) (35,304}
General and administrative expenses .. dj {29.543) (28,278)
Drepreciation of property, plant and h].lipl'lbull e A {4.380) (4,107)
Amontisation and impaiment of mtangible 986t .. e {1.602) (LET1)

Tolal opeeratimg SEPEISAS .. e et b et e et et {T6.991) (72,9500

IETIIING PEOITE oot 01 101,449 95,514
Share of profit in associates und joind ventures ... R 15530 15,675

Profit before tax _.. ) ot R P A B A 117,279 101,188
Tax expense ... P R P A T A i SR e R AR Ta {17.296) (19,012

Prafit attrlsstable (o shareholders of the parem l.l.nnp-ll}' i o 59,533 6,428
Prafil anributable Lo non-controlling inlerests e e e e 10,450 5,740
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Consolidated statement of comprehensive income for the year ended 31 December 2015

2015 2014
HESm HESm

I Y i R S R S e T e S s e 9 983 52,177
Other comprehensive Income (expense)

lems that will subssquently be reclassified (o the income statement
when specilic condition s are ol

Available.for-zale investments:

— Fadr value changes taken lo equity...... i e L S PR i
fair value changes transfermed to the |r|l.*-:|m¢ smmmu 0r| lq:aﬂl 3 (15,637) (4,632
- amaounts transferred 1o the income Sstenient on IMpPaimeEl .00 - k] 2,140

- Faar value changes transferred to the income staterment on hedged items ..o 37 (311

{2 430) 4,365

Cash flow hedges:
- Faar value changes taken 1o equity i
- iar value changes transferred to 1!:: income ﬂal:muu

1,662 3870
(1,433) (4,429
7) 159

Share of ather comprehmave meome af F0ciates and JOmE VERIINES .o e 46l 36
e OO O o L e Bl e e e i e o {19, 154) (%.033)
liems that will nol subsequently be reclassified (o the income ststement;

Propeny revaluation:

- Fair value changes taken lo cq.lu}
- INGOME laxes ., s

6601 4,510
{1,000 ) [REIY]

Remeasurement of defined benefin:
e L T e R R R L I B S {&62) {704

Oaher comprehensave income{expense) for the yer, el of X . s {31,321) 15,223

Total comprehensive Income for the year, net of B 8, 62 107 400

Total comprehensve income for the year atiriboiable to:
- shareholders of the parent company . 63,447 04,181
= O OO MIIEIEEDE 1uvviicioinsims bt s s e b b L i a1 Bt i 3215 13,219

68,662 107 400
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THE HONMGHONG AND SHANGHAlI BANKING CORPORATION LIMITED

Financial Statements (continued)

Consolidated balance sheet at 31 December 2015

2015 014
MNore HHE%m HESm

ASSETS

Cash and sight balances gt central banks R 2 151,103 156475
Items in the course of collection from oﬂm I:-mlr_-ﬂ. 25020 3,122
Hong Kong Govemment :mnl‘icatﬂﬂ:f‘mdnht:mm b LR e e = Ei b A = fi 220,184 214,654
Trading assel=s - 1! Mi2 626 407,026
Drerivatives .. 12 380,955 EESRE T
Financial assets design I3 09,095 195
Beverse repurchase agrecments — nod- traﬂu; 14 212,779 218,901
Placings with and advances to banks 421,221 458313
Loans and advances o CUEOMIEIS ..o i b s s s s 13 2,762 290 1815216
Financial investments ... 15 1.7 16,046 1. 456,493
Amounts due from Groug l:-clmpmws o S e s Bl 244396 191,694
Interests in associates and joint '.'mnng R e I T R s S 21 121 438 116,654
Gioodwill and imtangible assets . 2 49 568 45078
Property, plant and nplpmml e e L i e S S Fi 110,064 1,679

L L S S S G S 25 134,062 15300876

TORED BESEES b s i e 6953653 6,876,746

LIABILITIES
Hong Kong currency nofes i ciroulbalion ... ..
ltems im the course of transmission to other banks ..
Repurchise agreenants - non-rading ...........
Deposits by banks ...
Clsomer acopmis .
Trading liabilities
Drerivatives ..
Financial lisbilities dem_gmmd al Fuir value .,
Dbt securitics in isaae .,

I 220,184 214,654
30,753 3133

14 16,158 8379
148,294 136,713

26 4,640,076 4,479,992
- 191,851 315812
2 369.41% 67128
28 20,77 48,534
.. 29 40,859 45,297
Retirement benefit |leI|I1.I|!:‘| e S R0 5606
Amounts due 1o GroWp COMPARIES ._..... .ot s rmsees st ar s een b 110,673 135,814
AR IR U A PR DOV o i e i o s i e 4 A0 86,920 £7.731
Liabilitics under nsinnce contrads £ 340,520 30182
et B HIRIHHIBES ... i ion i st s e s i 1 e P P e 8 o £ 7 2456 .97
2 Tg o B T T R L SRR e L0 S L 7 18,799 18,586
Subordinsted liabilities . EL] 8003 12,832

Tk MM - e G b s s 6317797 i, 268,400

EQUITY

Caher equity instraments El 14,737 14,737
Other reserves 03,031 107 G8s
Retained profits ... 350,351 330061

Total dhareholders” equily o s 584,201 547,835
Mon=comtrolling MRS ..o 51,685 50,511

Total equity and WaBIEBES. ... ... s s st s s i 6,953,683 6,576,746

Iirectors
Stuart Gulliver
Peter Wong

82

278/436



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn

e I3anEASE T6 W

e G A SN

e gyips i i Lne
el paseg-aaEys
o s o) a0y

e SpUAN

st gig) M)
NI AAE IR [E)0 ]

s gymEE P AFuRgINE]
= 1 [[1[1-11 _____.._.
LB 52 BII0SSE J0 30U

s swmipadwos 2w jo ams
m._u_n_ e

P2UL 10 S3E50] [RLENEAY

._D_u_m_u__.w....un.h-.—o.—.-r_»_.

s SN WOl USED)
e SR EEIARY

A[eE=Jog-a | qE|IEAY

URE'5EY SRV TS BLIES T (3] I88'F GO0TE 18€08E LEL'FT IR
= = = SEE LT = = = (FI5°1) [ETFF] B =
{14 8 {5z} o1l - - - (1) 3] - -
95g r s =FE - A =
(BSF'IF) (Es0°F) (Sot°L) - - = - - {sor'Led - -
TIFRD SITs LFF'ES 98 (£9R'81) 1£1 (Lsa'nn L FO9'SE B =

S1°61) [5E] [ THT1] 5 (E98°81) = = E = = B
L5 = 09k 98 = - sLE - (i = E
(Lg%} €€l LT B = E = - L)) = =
0055 Ths S06'F i = 2 = oy {8€T) 3
i | 1 (14 = = €1 - - - - =
(897°L1) (o9} (Zew'zid - - = (Tenzi - = = -
fize'1ed 5eTs) (ogi'97) [T [T [ [T [T 676 =
£96'66 BEF0l £65'68 - - - = = s - i
IFCEND 1505 SER'LES 19zT'IF LRl {991} LEs'91 15F°8F 190°6EE LELTFT 50965
WENH WEH W H WENH WENH HIENH WENH WEMH B H WENH WENH
Anba s Aynba A0 et peivs St ALl e sy poud sy pEdes
=g, Supoxuas SEapjoy atumipxa adpay MY UOIENEALL paupe ey Apmlsa aIRIES

R BT LT udgaiog TR afEs-anj Kol g THCH
(LI & Y
SaA LIS B0y
FI0T

ey T gy
WO 2415 10RO 13

B = 1Y el [t (R
s Cnpime |y

§L0Z Jaquasag Le papua lealk ay) Jo) Sinba vl sabueys Jo Juswaje)s palepllosuos

&3

279/436



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn

CORPORATION LEMITED

ARKING

EHANGHAI B

KOHG ANE

THE HOMNG

Financial Statements (continued)

e O 15 TY

ok * SPULRADI 1N
1 uied paseg-amys
Jo peadsad m s

£ " pred spUpIAK]

e sy
spuwingsan Apnba Jagi

T Y P T

Fnsadu aas e e

e sy afmyg
R v Y -._._.__...__.
PUE S3EEI0SSE JO JLIDIL]
ansmpadno 2gw o RS
ditianassimish slik m.._.m_n_ el
PRULD 10 53550] [RURADY
E_umj_.w}u,._.h-.—o.*u;_”
e oy ) SRy
1211 == TA 1]

Ok 00 1505 SERLSE 19°1E Il (11 LES9 TEF'8E 1HGEE LECFT L5096
5 7 - OLEDN 2 5 £ 156E°1) (BLFG) = =
(Zr1¥ wei) ¥ - - = (n = 9 & -

5T & 0zl 197 - = = - firn = =
(IELaF) {186°¢) (05 LTk = r = = = (OFLTHY = =
LEL'PI - LELP] - - - - - - LECFT -
£EL'O0 " £EL'01 - - - - - - EEL'DI
ook LOT HIT'EL 181'r6 (zd (2ee'e) (£0g) SETEN [ BRE'CE = -
(EE0'E} (ST} ALRCL) = (LFLTLD 5 B - e = =

9TE - Wt LEa) = - £t . 5 - -
1£99) (4 (FA A E = b B E 15140 = e
GLLE G5k OTEE - - - b OFSE 10T - o
LR} Ly {§9€) - - {E9E) - 7, = i =
FREOD ftyars TEETI 5 = T TEG'TI - - - o
ETTE0 OLFL 5L 1z [T LEDED SETEN e g = =
LLVT6 6bL5 SIF9% a 3 5 = - BIF0E = =
FLT'ILS S IE GIE' 08T Lel0E G196 Lal O8TE QEEIr ATH'S0E GlE's8
g H WEHH WEgH WgH WENH WEHH WENH WEXH WEHH WESH WENH
Kunba 3 TR Annba A 1% o)) IABIE s E18. 1] soud Snennsm  (epdes
e, Funpoauns Jappoy TN Fipay (T=21 =R o FEnRAL paimey Annba amIp;
=R IR o o[ EED afus-og RAT= TR FETT)
(LA SIjqRIEAY
ETNEETNETTN]
kg

3[BS-I0) -3 E[TBAY
e T
W0 245 1D1R kI3 132G

T RTILYE
s Snime |y

{panunuod) g)LOZ Jequwasag Lg papua Jeak ay) Jo) Sunba vl sabueys Jo Juswaye)s palepllosuon

&4

280/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Consolidated statement of changes in equity for the year ended 31 December 2015 jcontinued)

The property revaluation ricssrve represents the difference between the foir valwe of the property and its depreciated cou.

2 The availableforosale fmestment neserve focludes the cummdarive mer clu.rl@:- i the flir velue of aveilables fors sale investments otler than
imperivaments which have been recognised in the income saremen.

3 The cash fow Bedge reserve comprtses the effecttve pormton of the cummdaive ner change in the fiair valve of canh flow hedging fnsrmmens
related to hedged trmisaciions.

4 ﬂuﬂhrﬂ:gn ﬂerw FESErVE COMNTSET u.”rhvig.lr ﬂ'rﬁlm.lg-r .nrj_:ﬁ-rﬂxfs n.rf.!'l'n_-gl_.ﬂ'mm thee tremsiation of the financial statements q-.rﬁn-{gn
aperations as well as frowr the iransdation of liabilitie s thar hedge the Bank's net inve sment's in_forvign openationt

5 The other reserves mainly comprize of the dare-bawd peymenit reserve aceomnl, provchicse preatium arising frowr transgfer of busine cs within
the HERC Gronp nd other non-al aribitable reserves The share-baswd paovwient reserve account (s wied to record the amound relating fo
sheare aptions granted fo employees of the group divecily by HSBC Holdings ple.

6 Dwring 2004, the Bank izswed new capital ingrments turt ave tncluded in the growp s capital base ax Basel Tcomplian addinonal der |
:qp.l‘la.l' wancder tlve anﬂng rf.'npl'l'aﬂ Bulex
Tncinediing df gribarions paid on perpetual sbordinated o classifed ar equily under HEFRSx

8 The wovement from Retained profits to Other resrves includes the relevanl trmisfers in adsociates acconting to local regulatory

FeqIn e RTE

a5
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

Financial Statements (continued)

Consclidated statement of cash flows for the year ended 31 December 2015

2018 a4

Nove HESm HEEm
Operating activities
Cash generated from operations ... - e 168 508 61,780
Interest received on financial m\rﬁmmls 15201 148391
Dividends received on financial investments ... 2 1466
Dividends received from associates ... 4,990 4,768
Tavcation paid ... {17,020 (17,5463
Mt cash Infow from operating activitles oo e 171.591 65356
Investing activitles
Purchase af financial mvestmienls ... R R R Y R (379, 361) (403, 7220
Proceeds from sale or redemiption m'l'n.lu:lu] |rm:9mn|[-b o G e e e L e i 462,793 385,353
Purchase of property, plant and equipment . {3,687) {2.864)
Proceeds from sale of property, plant and cq.llpmml Ild mls h:l.dﬁx slhr A58 130
Purchase of other imangible xssets . {1,796} {1.546)
tet cash mflow from the ﬂl:ul'm!:rﬂs in b'.lbll'l:bb w‘tl’-:llms we e S.092 2882
Ml cash outNow Troam Investimg seriviBIEs ..o {116, 604) {18,717)
el cash inflow before Mnancing sclVIIES ..o s s e SSJ_E 45,639
Finuncing activities
Issue of ordinary share capital .......o.e.co. - 10,733
Issue of other equity ingruments ., - 14,737
Izsne of subordinated lisbilities ... 1,395 12409
Redemplion of preference shares . - (10,733)
Repayment of subordmated liabilitics | {7,704} {6010
Ordinary dividends paid ., & (36,7500 (42,7500
Drivadends paid on pctpd.ual mhcrdmat:d Toans . & (655)
Dividends paid to nen-controlling inleresis ... {4,053) {3,981
Interest paid on preference shares ... (564) (1. 108)
Tiiteresd paid oo subordinnbed BERBIEE .....c.cimisiiimnam s s s s s s {1,004} {156
Met cash outNow from Anancing actvEes ... e {49,635) {27,759
Increase in cash and cash equivalents . 4 3652 1 7880
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

MNotes on the Financial Statements

1 Basis of preparation

a  Compliance with Hong Kong Financial Reporting Standards

Hong Kong Financal Reporting Standards ("HEFRS:") comprse Hong Kong Financial Reporting Standards,
Homg Kong Accounting Standards (" HEASs") and [nterpretations issued by the Hong Kong Institute of Certified
Public Accountants ("HEICPA™ )

The consolidated financial staternents. of the group have been prepared in accordance with HEFRSs and accounting
principles generallv accepted in Hong Kong. These financial statements also comply with the requirements of the
Hong EKong Companies Orndinance (Cap. 622) (‘new Companies Ordinance’) which are applicable to the
preparation of finmmaal statements.

Standards adopred during the year ended 31 December 2015

There were no new standards adopted duning the year ended 31 December 2015,

During 2015, the group adopted a number of amendments to standards which had an insignificant effect on the
consolidated financial statements,

New Companies Crdinance

The requirements of Part & *Accounts and Audit® of the new Companies Crdinance came into operation during the
financial year. As a result there are changes to the presentation and disclosure of certain information in the group’s
financial statements.

b Presentation of information

Dasclosures under HEFRS 4 * Insurance Contracts’ and HKFRS 7 *Financial [nstruments: Disclosures’ concerming
the nature and extent of nsks relating to insurance contracts and financial instruments are included in the audited
sections of the *Fisk Report” on pages 23 to 6%,

Capital disclosures under HEAS 1 “Presentation of Financia Statements” are included in the audited sections of
‘Capital” on pages 70 to 76.

In accordance with the group’s policy to provide discloswres that help stakeholders understand the group's
performance, financal postion and changes thereto, the mformation provided i the Notez on the Financal
Staterments, the Risk Report and the Capital section goes bevond the minimum levels required by accounting
standards, statutory and regulatory requirements. In particular, the group provides addiional disclosures having
regard 1o the recommendations of the Enhanced Disclosure Tazk Foree ("EDTF ). The report ams to help financal
institutions identify areas that wsers had highlighted a need for better and more tramaparent information about
banks" rsks, and how these nsks relate to performance measurement and reporting.

Certain comparative figures have been re-presented to conform to current year presentation. Refer to note 50 for
further detals.

&7
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

1 Basis of preparation (corimmed)

¢ Consolidation

The group controls and consequently consolidates an enfity when it is exposed, or has nghts, to vanable returns
from itz involvement with the entity and has the ability to affect those retumns through its power over the entity.
Control is initially assessed based on consideration of all facts and arcumstances, and is subsequently reassessed
when there are significant changes to the initial setup.

Where an entity 1 govemned by voting nights, the group would consolidate when it holds, directly or indirectly, the
necessary voting rights to pass resolutions by the governing body, In all other cases, the assessment of control is
more complex and requires judgement of other factors, including having exposure to vanability of refums, power
over relevant activities or holding the power as agent or principal.

Business combinations ane accounted for usng the acquisition method. The cost of an aciuisition is memsured at
the fair value of the consideration, including contingent consideration, given at the date of exchange. Acguisition-
related costs ane recognised as an expense in the income statement in the period in which they are incurred, The
acquired identifiable assets, labiliies and contingent liabilities are generally measured at their fair values at the
date of acquisition. Goodwill is measured as the excess of the aggregate of the consideration transferned, the
ameunt of non-controlling interest and the far value of the group’s previeusly held equity imerest, if any, over the
net of the amounts of the dentifiable assets acquired and the habilities assumed. The amount of non-controlling
interest is measured either at fair value or at the non-controlling interest’s proportionate share of the acquines’s
identifiable net assets. For acquisitions achieved in stages, the previously held equity inferest is remeasured at the
acquisition-date fair value with the resulting gain or loss recognised in the income statement,

All intra=group transactions are eliminated on consolidati on.

The consolidated financial statements also include the atnbutable share of the resulis and reserves of associates
and joint venhires based on the finacial statements prepared at dates not earlier than three months prior to 31
December 2015,

d Future accounting developments

Al 31 Decemnber 2015, a number of standards and amendments (o standards had been issued by the HEICPA,
which are not effective for the group®s consolidated financial statemenis as at 31 December 2005, The group does
not expect that they will have a sigmficant effect, when applied, on the group’s financial statements, apart from
those that are discussed in more detail below. In addition to completing its projects on finandal instnument
accounting and revenue recognition discussed below, the HEICPA is working on projects on insuramee and lease
accownting which could represent significant changes to accounfing requirements in the future,

[m July 2014, the HEICPA sseed HEFRS 15 “Revenue from Contracts with Customers”. The oniginal effective
date of HEFRS 15 has been delayed by one year and the standard is now effective for annual periods beginning on
or after 1 January 2018 with early application permitted. HKFRS 15 provides a pnnciples-based approach for
revenue recognition, and introduces the concept of recognising revenue for obligations as they are satisfied, The
standard should be applied retrospectively, with certamn practical expedients avalable. The group is currently
aszeasing the impact of this standard bt it is not practicable to quantify the effect a: at the date of the publication
of these financial statements,

In September 2014, the HEICPA issued HEFRS 9 “Financial Instruments®, which is the comprehensive standard 1o
replace HEAS 39 ‘Financial Instruments: Recognifion and Measurement’, and includes requiréments for
classification and measurement of finaneial assets and lighilities, impaimment of financial assets and hedge
accounting,
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1 Basis of preparation (corimmed)

Clasrification and measurement

The classification and measurement of financial assets will depend on the entity’s business model for their
management and their contractual cash flow charactenistics and result in financial assets being classified and
measured at amomtised cost, fair value through other comprehensive income (*FVOCT) or fair value through profit
or less. In many instances, the classification and measurement outcomes will be similar to HEAS 39, although
some differences will arize. For example, since HEKFRS 9 does not apply embedded denvative accounting to
financial assets, certain financial assets and equity securities will be measured at far value through profit or loss or,
in limited circumstances, at FVOCL The combined effect of the application of the business model and ihe
contractual cash flow characteristica teats mav result in some differences in population of financial assets measured
at amortised cost or fair value compared with HEAS 39 The classification of financial liabilities is essentially
unchanged, except that, for certain habilities measured at fur value, gains or losses relating to changes in the
entity’s own credit nsk are to be included in other comprehensive income.

Jwiprivizanientt

The impairment requirements apply 1o financial assets measured at amortised cost, FVOCI, lease receivables,
certain loan commitments and financial guarantee confracts. At initial recogmition, allowance (or provision in the
case of commitments and guarantees) is required for expected credit losses (CECL") resulting from default events
that ane possible within the next 12 months 12 menth ECL"). In the event of a significant increase in credit risk,
allowance (or provision) is required for ECL resulting from all possible default events over the wopected life of the
financial instrument (*hifetime ECL").

The assessment of whether credit nsk has incressed significantly since initial recognition is performed for each
reporting period by considening the probability of default occcurnng over the remaiming life of the fAnancial
instrument, rather than by considering an merease in ECL.

The assessment of credit nsk, as well as the eshmation of ECL, are required to be uniased, probabilitv-weighted,
and should incorporate all available information which is relevant to the assessment, including information about
past events, current conditions and reasonable and supportable forecasts of future events and economic conditions
at the reporting date, In addition, the estimation of ECL should take info account the time value of money, As a
result, the recogmiion and measurement of impairment is intended to be more forward-looking than under HEAS
3% and the resulting impairment charge will tend to be more volatile: 1t will alse tend to result in an increase in the
total level of impairment allowances, since all financial assets will be assessed for at least 12-month ECL and the
population of financial assets to which lifetime ECL applies is likely to be larger than the population for which
there is objective evidence of impairment in accordance with HELAS 39,

Hedge accounting

The general hedge accounting requirements aim to simplhify hedge accounting, creating a stronger link between it
and nsk management strategy and permithng the former to be applied to a greater vanety of hedging instniments
and risks. The standard does not explicitly address macro hedge accounting strategies, which are being considerad
in a separate project. To remove the risk of any conflict between existing macro hedge accounting practice and the
new general hedge accounting requirements, HEKFRS 9 includes an accounting policy cheice to remain with HEAS
39 hedge accounting.

The classification and measurement and impairment requirements are applied retrospectively by adjusting the
openng balance sheet at the date of initial application, with no requirement to restate comparative periods. Hedge
accounting is generally applied prospectively from that date.

The mandatory application date for the standard as a whole 15 1 January 2018, but it 1= possible to apply the revised
presentation for certain liabilities measured at fair value from an earlier date. The group intends to revise the
presentation of fair valee gains and losses relating fo the entity’s own credit nisk on cermain Labilities. 1f this
presentation was applied & 31 December 2015, the effect would be to increase or decrease profit before tax with
the opposite effect to be reported on - other comprehensive mcome based on the change in fair value attnbutable to
changes in the group’s eredit risk for the year, with no effect on net assets. Further information on change in far
value attributable to changes in credit nsk, incduding the group’s credit nsk, 15 disclosed in note 28.

89
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued)

1 Basis of preparation (corimmed)

The group s curmently assessing the impact that the rest of HKFRS 9 wall have on the finimaial statements through
a groupwide project which has been in place singe 2012, but due to the complexity of the classification and
measurement, impaimment, and hedge accounting requirements and their inter-relationships, it is not possible at this
stage to quantify the potenhal effect,

e {ioing concern

The financial statements are prepared on a going concem basis, & the Directors are satisfied that the group fas the
resources fo continue in business for the foreseeable future, In making this assesament, the Directors have
considered a wide range of information relating to present and future conditions, including future projections of
profitability, cash flows and capatal resources,

2 Critical accounting estimates and judgements in applying accounting policies

The resulis of the group are sensiive to the asccounting policies, assumptions and estimates that underlie the
preparation of our consolidated financial statements. The significant accounting policies are described in note 3 on the
Financial Statements,

The accounting policies that are desmed eritical to our results and financial position, i terms of the matenality of the
items to which the policies are applied and the high degree of judgement involved, including the use of assumptions
and estimation, are discussed below,

Loan fmpairment

Application of the group’s methodology for assessing loan impairment, as set out in note 3(e), involves considerable
Judgement and estimation.

For individually assessed loans, judgement is required in determining whether there are indications that an impairment
loss may already have been incurred and then estimating the amount and timing of expected cash flows, which form
the basis of the impairment loss that 12 recorded,

For collectively assessed loans, judgement 15 invelved in selecting and applying the critenia for grouping together loans
with similar credit charactenstics, as well as in selecting and applying the statistical and other models used to estimate
the lesses imewrmed For each group of loans in the reporting penod. The benchmarking of loss rates, the assessment of
the extent to which historical losses ane representative of cument conditions and the cngoing refinement of modelling
methodologies provide a means of identifying changes that may be required, but the process is inherently one of
estimation.

Valwation of financial instruments

The best evidence of fair value is a quoted prce in an actively traded prinapal market. The fair values of financial
imstruments that are quoted in active marketz are based on bid pricea for assets held and offer prices for liabilities
isaued, Where a financial instrument has a quoted price in an active market, the fair value of the total holding of the
financial instrument is calculated as the product of the number of units and quoted price. The judgement as to whether
a market 15 active may include, but 15 not resticted to, the comsideration of factors such as the magnitude and
frequency of wading activity, the availability of prices and the size of bid/offer spreads. The bid/offer spread represents
the difference in prices al which a market paticipant would be willing to buy companed with the price at which they
would be willing to sell, Valuation techniques may incorporate assumptions about factors that other market
participants would use in their valuations, including:
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2 Critical accounting extimates and judgements in applyving accounting policies feontinred)

+  the likelthood and expected timing of future cash fows on the instrument. Judgement may be required to
fmsess the counterparty’™s ability to service the instrument in accordange with its contractual terms, Future
cash flows may be sensitive to changes in market rates,

«  selecting an appropriate discount rate for the instrument. Judgement is required fo assess what a market
participant would regard as the appropriate spread of the rate for an instrument over the appropriate nsk-fres
rate;

«  judgement to determing what model 1o use to calculate fair value in areas where the choice of valuation
model is particularly subjective, for example, when valuing complex denvative products,

A range of valuation techniques is emploved, dependent on the instrument type and available marker data. Most
valuation techniques are based upon discounted cash flow analvses, in which expected futire cash flows are calculated
and discounted te present value using a discounting cwrve. Prior to considenng credit nsk, the expected future cash
flows may be known, as would be the case for the fixed leg of an imferest rate swap, or may be uncedam and requine
projection, as would be the case for the floating leg of @ interest rate swap. “Projection’ utilizes market forward
curves, if available. In option models, the probability of different potential fiture outcomes must be considered. In
addition, the value of some products are dependent on more than one market factor, and in these cases it will tvpically
be necessary to consider how movements in one market factor may affect the other market factors, The model inputs
necessary 1o perform such calculations include interest rate vield curves, exchange rates, volatilities, correlations,
prepayment and defanlt rates. For interest rate denvatives with collateralised counterparties and in significant
currencies, the group uses a discounting curve that reflects the overmight interest rate (*O13 discounting ).

The majonty of valuation techniques employ only observable market data. However, certamn financial instruments are
vilued on the basis of valuation techniques that feature one or more significant market inputs that are unobaservahle,
and for them the measurement of fair value iz more judgemental. An instrument in its entirety is classified as valued
using significant unchaervable inputs if, in the opinion of management, a significant proportion of the instrument’s
inception profit or greater thean 5% of the instrument’s valuation is dnven by unobservable inputs. “Unobservable® in
this context means that there 15 little or no cwrent market data available from which to determine the price at which an
armn’s length transaction would be likely to occur. 1t generally does not mean that there is no data available a2 all upon
which to base a determination of fair value {consensus pricing data may, for example, be nsed)

The group's accounting policy for valuation of financial instruments is included in note 3(1) and is discussed further in
note 48 ‘Fair values of financial instruments camied at fair value”,

Intevests in asseciales

Determining whether an investment i another entity should be classified as an ivestment in an associate requires
judgement. Management considers all aspects of the relationship between the investor and the investee in order to
determine whether the group has significant influemce over the iwvestee, Significant influence 1z the power to
participate in the financial and operating policy decisions of the investee but is not contrel or joint contrel of those
policies. Where significant influence exists, an investment is classified as an associate and is accounted for using the
equity method, while am investment in an entity which iz not an associate, joint venture, or subsidiary is accounted for
cither at fair value through profit and loss, or as an available-for-sale investment.

Under the equity accounting methed, investments in associates are initially stated at cost, and are adjusted thereafter
for the post-acquisition change in the group's share of the net assets of the associate. An investment in an associate 18
tested for impairment when there is an indication that the investment may be impared. At 31 December 2015, the fair
value of the group’s investment in BoCom had been below the camying amount for approximately 44 months, apart
from a short period in 2013 and briefly during the first half of 2015, The conclusion of the impairment test, based on
the assessment of the value in use, was that the mvestment 15 not impaired. The measurement of value in use mvolves
sigmificant judgements in estimating the present values of cash flows expected fo anse from continuing to hold the
investment. Mote 21 includes detailed information on the group's investment in BoCom. It provides a description of the
key assumptions used in estimating value in use, the sensitivity of the value in use caleulation fo different assumptions
and a sensitivity analysis that shows the changes in key assumptions that would reduce the excess of value in use over
the carnving amount {*headroom” ) to ml.
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2 Critical accounting extimates and judgements in applyving accounting policies feontinred)
Liahilities under rrvestimet! cortracty

Estimating the liabilities for long-term investment contracts where the group has guaranteed a minimuem retum
involves the use of statistical techniques. The selection of these techniques and the assumptions uzed about future
interest rates and rates of retum on equities, as well as behavioural and other futere events, have a significant impact
on the amount recognized as a liability.

Insnrance comiraets

Present value of in-force long-term Insurance business (*PVIF*)

The value of PVIF, which is recorded as an intangible asset, depends upon assumptions regarding future events. These
are deseribed in more detail in note 22(b) The assumptions are reassessed at each reporting date and changes in the
estimates which affect the value of PVIF are reflected in the income statement.

Insurance liahbilities

The estimation of insurance liabilitiea involves zelecting statistical models and making assumptions about future
events which need to be frequently calibrated againat experience and forecasts,

3 Summary of significant accounting policies

A Jiterest eome did experse

Interest ingome and expense for all financial instruments, except those classified as held for trading or designated
at fair value (except for debt secunties issued by the group and denvatives managed in conjunction with those debt
secunifies) are recogmsed m ‘Interest income” and ‘Inferest expense’ in the income staternent using the effechve
interest method.

The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of the finencal instrument or, where appropriate, a shorter penod, to the net carmang amount of the
financial asset or financial liabiliy.

[nterest on impaired financial assets is recognised using the rate of interest used to dizcount the future cash Nows
for the purpose of measuring the impainment loss.
b New feferest ineome

Fee Income is eamed from a diverse range of services provided by the group to its costomers. Fee income 13
aceounted for as follows:

+ meome eamed on the execution of a significant act is recognised as revenue when the act is completed (for
example, fees anzing from negoetiating or participating in the negotiation of, a ransaction for a third-party, such
as an arrangement for the acquisition of shares or other securities);

* income eamed from the provision of services is recognised as revenue as the services are provided (for
example, asset management, portfolio and ofher management advisory and service fees ), and

* income which forms an integral part of the effective interest rate of a financial instnunent iz recognised a8 an
adjustment to the effective interest rate (for example, certain loan commitment fees) and recorded m *Interest
income” {note 3aj)

Met trading income comprises all gains and losses from changes in the fair value of financial assets and financial
liabalities held for trading, together with the related interest income, expense and dividencls.
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3 Summary of significant accounting policies {continued)
Met income from financial instruments designated at fair value includes:

* all gains and losses from changes in the fair value of financial assets and financial liabilities designated at fair
value through profit or loss, including liabilities under investment contracts;

s all gains and losses from changes in the fair value of dervatives that are managed in conjunction with Rnancial
assets and liabilities designated at fair valwe through profit or loss: and

*  inferest income, intereat expenze and dividend income in respect of;

- financial assets and financial liabilities designated at fair value through profit or loss; and
- denivatives managed in conjunction with the above,

except for interast ansing from debt securities issued by the group and denvatives managed in conjunction with
those debt secunties, which is recognised in “Interest expense’ (note 3ia)).

Dividend income 15 recognised when the nght to receive payment is established. This 15 the ex-dividend date for
listed equity securities, and usually the date when shareholders have approved the dividend for unlisted equity
securities.

€ Cperaling segrents

The group has a mainx management structure, The group’s chief operating decision-maker is the Executive
Committes which regularly reviews operating activity on a number of bases, including by geography and by global
business, The group congiders that geographical operating segments represent the most appropriate information for
the users of the financial statements (o best evaluate the nature and financial effects of the business activities in
which the group engages, and the economic environments in which it operates. This reflects the importance of
geographic factors on business strategy and performance, the allocation of capital resouirces, and the role of
geographical regional management in executing strategy. As a result, the group’s operating segments are
considered to be geographical regions.

Measurement of segmental assets, liabilities, income and expenses i3 in accordance with the group’s accounting
policies. Segmental income and expenses include transfers between segments and these tranafers are conducted on
arm’s length terms and conditions. Shared costs are included in segments on the basis of the actual recharges made.

d Loons and advances to banks and customers

These include loans and advances cniginated by the group which are not classified as either held for trading or
designated at fair value. They are recognised when cash is advanced to a borrower and derecognised when either
the botrower repays its obligations, or the loans are sold or written off, or substantially all the risks and rewards of
ownership are transferred. They are inifially recorded at fair value plus any directly attributable transaction costs
and are subsequently measured at amortised cost using the effective interest method, less impaimment allowanee.

Loans and advances are reclassified to *Assets held for sale” when they meet the critena presented in note 3{ad);
though their measurement continues to be measured in accordance with this policy.

The group may commit to underwrite loans on fixed contracteal terms for specified periods of tume. Where the
loan ansing from the lending commitment is expected to be held for trading, the commitment to lend is recorded a
a denvative. On drawdown, the loan 15 dassified as held for trading. Where the group ifends 1o held the loan, a
provision on the lean commitment is only recorded where it 12 probable that the group will incur a loss. Cm
inception of the loan, the loan to be held 18 recorded at its fair value and subsequently measured at amortised cost.
For certain transactions, sich as leveraged finance and syndicated lending activities, the ¢ash advanced may not be
the best evidence of the fair value of the loan. For these loans, where the initial fair value is lower than the cash
amount advanced, the difference is charged to the income statement in other operating income. The write-down is
recovered over the life of the loan, through the recogmition of interest income, unless the loan becomes impaired.

a3
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3 Summary of significant accounting policies jcorsimued)
e Jmpairaest of loans ard advances

Losses for impaired loans are prompily recognised when there iz objective evidence that impairment of a loan or
portfolio of loans has ocowrred, Impairment allowances that are calculated on individual loans and on groups of
loans assessed collectively are recorded as charges to the income statement and are recorded against the camying
ameunt of impaired loans on the balance sheet. Losses which may anse from future events are not recognised.

Imdividually assessed loans and advances

The factors considered in determining whether a loan iz individually sigmficant for the purposes of assessing
impairment inclide the size of the loan, the number of loans in the portfolio, and the importance of the individual
loan relatonship, and how this is managed.

Loans that are determined to be individually significant based on the above and other relevant factors will be
individually assessed for impairment, except when volumes of defaults and losses are sufficient to justify treatment
under a collective methodology.

Loanz considerad as individually significant are typically to corporate and commercial customers, are for larger
amounts and are managed on an individual basis. For these loans, the group conziders on a case-by-case basis at
cach balance sheet date whether there is any objective evidence that a loan s impaired. The crtena used to make
this assessment include:

*  known cash flow difficulties experenced by the bormower,
+ contractual payments of either principal or interest being past due for more than 90 days;
#  the probability that the bormower will enter bankruptey or other financial realisation,

* o congession granted to the berrower for economic or legal reasons relating to the bomower’s Financial
difficulty that results in the forgiveness or postponerment of principal, interest or fees, where the concession 1s
not insignificant; and

*  there has been deterioration in the financial condition or cutlook of the bomower such that its ahility to repay s
conzidered doubtful,

For loans where objective evidence of impairment existz, impairment losses are determined considening the
following factors:

»  the group’s aggregate exposure to the customer;

a  fhe viability of the customer’'s business model and their capacity to trade successfully out of financial
difficulties and generate sufficient cash flow to service debt obligations;

*  ihe amount and tming of expected receipts and recovenes,
»  the likely dividend available on gmdation or bankruptey,

»  the extent of ofher creditors” commitments ranking ahead of, or pan passu wath, the group and the likelihood of
other creditors continuing to support the company,

»  the complexity of defermining the aggregate amount and ranking of all creditor claims and the extent to which
legal and insurance uncertainties ane evident;

»  the realisable value of secunity (or other credit mitigants) and likelihood of suceessful repossession;
o the hikely deduction of any costs invelved in recovery of amounts cutstanding;

+ e ability of the bormower to obtain, and make pavments in, the cumency of the loan if not denominated in local
curmency;, and

* when available, the secondary market price of the debi.

a4
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3 Summary of significant accounting policies jcorsimued)

The determination of the realisable value of security is based on the most recently updated market value at the time
the impaimment assessment is performed. The value is not adjusted for expected future changes in market prices;
though adjustments are made to reflect local conditions such as forced sale discounts,

Impairment losses are calculated by dizcounting the expected future cash flows of a loan, which incdudes expected
future receipts of contractual interest, at the loan’s onginal effective interest rate, or an approximation thereof, and
comparing the resultant present value with the loan’s current carmang amount. The impairment allowances on
individually significant accounts are reviewed at least quarterly and more regularly when creumstances require.

Collectively assessed loans and advances

Impairment i3 assessed collectively to cover losses which have been incurred bat have not vet been idenfified on
loans subject to individual assessment or for homogeneous groups of loans that are not considered individually
significant. Retml lending portfolios are generally assessed for imparment collectively as the portfolios are

generally large homogeneous loan pools.

Jrvcurred bul mor yel identified impairment

Individually assessed loans for which ne evidence of impairment has been specifically identified on an individual
basis are grouped together according to their credit sk characteristics for a collective impairment assessment.
These credit nsk chamctenstics may inclede country of ongination, type of business involved, type of products
offered, secunty obtained or other relevant factors. This assessment captures impairment losses that the group has
mcurred as a result of events occurring before the balance sheet date, which the group is not able to 1dentify on an
individual loan basis, and that can be reliably estimated, When information becomes available which identifies
losges on individual loans within the group, those loans are removed from the group and assessed individually.

The collective impairment allowance is determined after taking into account:

»  lustoncal loss expenience i portfolios of sinular eredit nsk charactenstics (for example, by industry sector,
loan grade or productl,

= the estimated peniod berween impairment cecurming and the loss being identified and evidenced by the
eztablishment of an appropriate allowanece against the individual loan; and

»  management’s experenced judgement as to whether curent economic and credit conditions are such that the
actual level of inherent losses at the balance sheet date is likely to be greater or less than that suggested by
historical expenence.

The penod between a loss occumng and its identification is estimated by local management for sach identified
portfolio bazed on economic and market conditions, customer behaviour, portfolio management information, credit
management techniques and collection and recovery expenences in the market. As it is assessed empirically on a
periodic basis, the estimated period may vary over time as these factors change.
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Homogeneous groups of loans and advaices

Statistical methods are used to determine collective impairment losses for homogensous groups of loans not
considered individually significant, The methods that are used o caleulate collective allowances are;

+  When appropriate empirical information is available, the group wilises roll-rate methodology, which employvs
statistical analyses of historical data and expenence of delinguency and default to reliably estimate the amount
of leans that will eventually be written off as a result of the events oceurring before the balance sheet date and
which the group is not able to identi fy individually. Individoal loans are grouped using ranges of past due days,
statistical analysis is then used to estimafte the likelihood that loans in each range will progress through the
vanous stages of delinquency and become imecoverable, Additonally, individual loans are segmented bagsed on
their credit characteristics as descnibed above, In applving thizs methodology, adjustments are made to estimate
the perieds of ime between a loss event occumng and its discovery, for example through a missed payvment,
(known as the emergence penod) and the penod of time between discovery and wite-of T (known as the
outcome pericd). Current economic condiions are also evaluated when caleulating the appropniate level of
allowance required to cover inherent loss, The estimated loss 15 the difference between the present value of
expected future cash flows, discounted at the original effective interest rate of the portfolio, and the camving
amount of the portfolio, In certain highly developed markets, sophisticated models also take into account
behavioural and account management trends as revealed in, for example, bankruptey and reschediling
statistics.

*  When the portfolio size is small or when information iz insufficient or net reliable encugh to adopt a roll-mte
methodology, the group adopts a basic formulaic approach based on histoncal loss rate expenience, or a
dizgcounted cash flow model, Where a basic formulaic approach is undertaken, management estimates that
tvpacally it takes between six and twelve months between a lozs occwming and 1ts identification,

The inherent loss within each portfolio is assessed om the basis of stafistical models using histenical data
observations, which are updated periodically to reflect recent portfolio and economic tremds. When the most
recent trends ansing from changes in economic, regulatory or behavioural conditions are not fully reflected in the
statistical models, they are taken into account by adjusting the impaimment allowances denived from the statistical
mirdels 1o reflect these changes as at the balance sheet date.

Weite-ofT of loans and advances

Loans {and the related impairment allowance accounts) are normally wntten off, either partially or in full, when
there is no realistic prospect of recovery, Where loans are secured, this is generally after receipt of any proceeds
from the realisation of secunty, In circumstances where the net realisable value of any collateral has been
determined and there is no reasonable expectation of further recovery, write-of T may be earlier.

Reversals of impairment

[T the amount of an wnpanment loss decreases in a subsequent period, and the decrease can be related obyectively to
an event ccourring after the impairment was recogmised. the exeass is written back by reducing the loan impainment
allowance account accordingly. The write-back is recognised in the income statement.
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Aszets acquired in exchange for loans

Mon-financial assets acquired in exchange for loans in order to achieve an orderly realisation ane recorded as assets
held for sale and reported in “Cther assets’ at the carmmying amounts of the assets dassified as held for sale, The
asset acquired is recorded at the lower of its fair valwe less costs to sell and the carrying amount of the loan {net of
impairment allowanee) at the date of exchange. Mo depreciation is charged in respect of assets held for sale. Wiite-
downs of the aceuired asset to far value less cost to sell and any reversals of previous wnte-downs are recognised
in the income statement in *Other operating income”, together with any realised gains or lesses on disposal,

Renegotiated loans

Loanz subject to collective impairment assessment whose tenms have been renegotiated are no longer considered
past due, but are treated as up to date loans for memsurement purpeses, once the minimum mumber of payments
required under the new armangements has been received. Loans subpect to collective imparment assessment whose
terms have been renegotiated are segregated from other parts of the loan portfolio for the purposes of collective
impaimment assesament, to reflect their nsk profile, Loans subject to individual impairment azsessment, whose
terms have been renegotiated, are subject to ongoing review to determine whether they remain impaired, The
carrving amounts of loans that have been classified as renegotiated retain this dessification until maturity or
derecogniton.

A loan that 15 renegotiated is derecognised if the existing agreement 15 cancelled and a new agreement made on
substantially different terms, or if the terms of an casting agreement are modified, such that the renegotiated loan
15 substantially a different financial mstrument. Any new loans that anse following derecogmbion events will
continue to be disclosed as renegotiated loans and are assessed for impairment as above,

I Troding assels and rading liabilities

Treasury bills, loans and advances to and from customers, placings with and by banks, debt securities, structured
deposits, equity shares, own debt isaued and short positions in secunitiea which have been acquired or incurmed
principally for the purpose of selling or repurchasing in the near term, or are part of a portfolio of identified
financial instruments that are managed together and for which there is evidence of & recent actual pattern of short-
term profit-taking, are dlassified as held for trading. Financial aszets and financial liabilities are recognised on trade
date, when the group enters into contractual amangements with counterparties o purchase or sell the financial
instruments, and are normally derecognised when either sold (assets) or extinguished (labilities). Measurement is
iitially at fair value, wath transaction costs taken to the income statement. Subzequently, the far values are
remessured and gaing and losses from changes therein ane recognised in the income statement within “Met trading
mneome’.
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3 Summary of significant accounting policies jcorsimued)
g Financial insten ety desigrared af fair value

Financial instruments, other than those held for trading, are classified in this category if they meet the critenia set
out below and are so designated immevocably at inception. The group may designate financial instruments at fair
value when the designation:

*  eliminates or sigrficantly reduces measurement or recognition inconsistencies that would otherwize arise from
measuring financial mstruments, or recopnising, the gans and losses under different bases from related
positions, Under this entenon, the man dasses of financal mstruments designated by the group are:

Long-term debt Issues. The interest payable on certain fixed-rate long-term debt securities issued has been
matched with the interest on “receive fixed'pay vanable” interest swaps as part of a documented interest rate
risk mamagement strategy. An accounting mismatch would anse if the debt securities ssued were accounted for
at amortised cost, because the related denvatives are measured at fair value with changes in the fair value
recognised in the income statement. By designating the long-term debt at fair value, the movement in the fair
value of the long-term debt will also be recognised in the income statement;

Financial assets and financial liabilities under unit-linked insurance and wnit-linked  Investment
contracts. Liabilities to customers under linked contracts are determined based on the fair value of the assets
held mn the linked funds, with changes recogmised in the income staterment. IF no designation was made for the
assets relating to the customer liabilities they would be classified as avalable-for-sale and the changes in fair
value would be recorded in other comprehensive income. These finanaal instruments are managed on a fair
value basis and management information is also prepared on this basis. Designation at fair value of the
financial assets and liabilities under investment contracts allows the changes in fair values to be recorded in the
income statement and presented in the same line under the following categonies:

=  Groups of financial instruments that are managed and their performance evaluated, on a fair value basis, in
accordance with a documented nsk management or investment strategy, and where information about those
groups of financial mstraments 18 reported to management on that basis, For example, certam fnancial assets
are held to meet liabilittes under non-linked insurance contracts, the group has documented nsk management
and investment strategies designed to manage and monitor market risk of those assets on a net basis, after
considering non-linked liabalities, Fair value measurement 15 also consistent with the regulatory reposting
requirements under the appropaate regulations for these insurance operations; and

» Financial instruments contaiming one or more non-closely related embedded denvatives.

Designated financial assets are recognised at fair value when the group enters into contracts with counterparties,
which 1z generally on trade date, and are normally derecognised when sold. Subsequent changes in fair values are
recognised in the income statement in *Met income from financial instruments designated at fair value™.
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3 Summary of significant accounting policies jcorsimued)
b Figarcial mvestmesis

Treasury billz, debt securities and equity shares intended to be held on a continuing basis, other than those
designated at fair valee, are classified as available-for-sale or held-to-mamunty. They are recognised on trade date
when the group enters into contractual armangements to purchase those instruments, and are normally derecognised
when either the secunities are sold or redeemed.

Avgilable-for-sale

Available-for-sale financial assets are initially measured at fair value plus direct and incremental fransaction costs.
They are subsequently remeasured at fair value and changes therein are recognized in other comprehenzive income
until they are either sold or become impaired. When available-for-sale fimancial assets are sold, cumulative gains or
losses previously recognised in other comprehensive income are recognised in the income statement as *Gamns less
losses from financial mvestments® .

Interest imcome 18 recognised on availlable-for-sale debt secunties using the effective inferest rate mathod,
calculated over the asset’s expected life. Premiums andfor discounts arsing on the purchase of dated investment
secunties are mcluded in the calculation of their effective interest rates. Davidends are recognised in the income
statement when the right to receive payment has been irrevocably establizhed.

Available-for-sale financial assets are assessed at each balance sheet date for objective evidence of impairment. If
such evidence exists a5 a result of cne or more events that ocowred after the imtial recognition of the fnancial
asset (@ ‘loss event” ), and that loss event has an impact which can be reliably measured on the estimated future cash
flows of the financial asset, an impairment loss 15 recognised.

If the available-for-sale financial asset is impaired, the difference between its acquisition cost (net of any principal
repaviments and amomisation} and the cument far value, less any previous impairment loss recognised n the
ineome staternent, is recognised m the income statement.

[mparment losses are recognised in the income statement within *Loan impaimment charges and other credit risk
provisions” for debt instroments and within *Gains less losses from financial investments’ for equities. The
impairment methodologies for available-for-sale inancial assets are set out as follows:

Avallable-Tor-sale debt securities

In assessing objective evidence of impairment at the reporting date, the group considers all available evidence,
including observable data or information about events specifically relating to the securities which may result in a
shortfall in recovery of future cash flows.

Financial difficulties of the issuer, as well a8 other factors such a8 information about the issuers’ liquidity, business
and financial risk exposures, levels of and tremds in default for similar financial assets, national and local economic
trends and conditions, and the fur value of collateral and guarimtees may be considered individually, or in
combination, to deterrmine 1 there is objective evidence of impairment.

In addition, the performance of underlying collateral and the extent and depth of market price declines is relevant
when asseszsing objective evidence of impairment of available-for-sale ABSs. The primary indicators of potential
impairment are considered to be adverse far value movements and the disappearance of an active market for a
secunty, while changes in eredit ratings are of secondary importance.
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Avallable-for-sale equity securities

Crhjective evidence of impairment for available-for-sale equity securitics may include specific information about
the issuer as detailed above, but may alse include information about significant changes in technology, markets,
economics or the law that provides evidence that the cost of the equity secunties may not be recovered.

A significant or prolonged decline in the fair value of the asset below ifs cost is also objective evidence of
impairment. [n assessing whether it 18 significant, the decline in fair value is evaluated against the onginal cost of
the asset at initial recogmition. [n assessing whether it is prolonged, the decline 1= evaluated agamst the peniod in
which the fair value of the azset has been below its oniginal cost at inifial recognition,

Cmee an impanment loss has been recognised, the subsequent accounting treatment for changes in the fair value of
that asset depends on the type of asset:

» for an available-for-sale debt secunty, a subsequent decline in the fair value of the mstrument 1s recogmised in
the income statement when there is objective evidence of impairment as a result of further decreases in the
estimated future cash flows of the financial asset, Where thene is no further objective evidence of impairment,
the decline in the fair value of the financizl asset is recognised in other comprehensive income. If the fair value
of @ debt security increases in a subseguent period, and the increase can be objectively related to an event
oceirming aflter the impaimment loss was recogmsed in the meome statement, or the imstrument is no longer
impaired, the impairment loss is reversed through the meome statement:

» for an avalable-for-sale equity secunity, all subsequent increaszes in the fair value of the instrument are treated
as a revaluahion and are recognised in other comprehensive imeome. Imparment losses recogmsed on an squity
security are not reversed through the income statement, Subsequent decreases in the fair value of the available-
for-sale equity securnity are recognized in the income statement to the extent that further comulative impairment
losses have been incurred.

Held-to-rmaturity invesiments

Held-to-maturity investments are non-denvative financial assets with fixed or determinable payments and fixed
maturities that the group positively intends and is able to hold uwntl maturity. Held-to-matunty investments are
initially recorded at fair value plus any directly attributable transaction costs, and are subsequently measured at
aimomtised cost, leas any impairment losses,

i Valwation of finemcial instruoments

All finsmeial instruments are recogrused intially st fair value. Fair value is the price that would be received to sell
an asset or paid to transfer a hability in an ordedy transaction between market participanis af the measurement date.
The fair value of a financial instrament on initial recognition is generally its transaction price (that is, the fair value
of the consideration given or received). However, sometimes the fair value will be based on other observable
current market transgctions in the same inztrument, without modification or repackaging, or on a valuation
technigque whose vanables include only data from observable markets, such as inferest rate yvield curves, ophon
volatilities and currency rates. When such evidence exists, the group récognises a trading gain or loss at imception
(*day 1 gain or less™), being the difference between the transaction price and the fair value. When significant
unchaervable parameters are used, the entire day 1 gain or loss is deferred and is recognised in the income
statement over the life of the transaction until the transaction matures or is closed out, the valuation inputs become
observable or the group enters into an offsefting transaction.

The fair value of financial instruments 15 generally measured on an individual basis. However, in cases whene the
group manages a group of financial assets and liabilities according to it net market or credit risk exposure, the fair
value of the group of financial instruments is measured on a net basis but the underdying financial assets and
liabilities are presented separately in the financial statements, unless they satisfy the HKFRS offsetting criteria as
deacribed in note 44
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3 Summary of significant accounting policies jcorsimued)
§  Now-reading reverse repurchase and repurchase agreemenis

When securifies are sold subject to a commitment to repurchase them at a predetermined price (‘repos’), they
remain on the balance sheet and a hability 15 recorded i respect of the consideration received.  Securifies
purchased under commitments to re-sell (*reverse repos’) are not recogmsed on the balance sheet and an asset is
recorded in respect of the intial consideration paid.

Mon-trading repos and reverse repos ane measured at amortised cost. The difference between the sale and
repurchase price or between the purchase and resale price 18 treated as interest and recogmised in net interest
income over the life of the agreements.

k Derivative fimanciol tnstruments ond hedge acconnting

Derivatives are finmeial instruments that denve their value from the price of underlying items such as equities, bonds,
interest rates, foreign exchange, credit spreads, commodities and equity or other indices.

Derivatives ane recognised initially, and are subsequently remeasured, at fisr value Fair values of denvatives are
obtained either from gquoted market prices or by using valuation technigues.

Embedded derivatives are bifurcated from the host contract when their economic charactenistics and risks are not
cleardy and closely related to those of the host non-denvative contract, their contractual terms would otherwise meet
the definiton of a stand-alone derivative and the combined contract is mot held for trading or designated at far value.
The bifurcated embedded denivatives are measured at fair value with changes therein recognised in the income
statement.

Derivatives are classified as assets when their fair value is positive, or as liabilities when their fair value is negative,

Derivative assets and liabilities ansing from different transactions are only offset for accounting purposes if the
offseting criteria presented in note 3(m) are met,

Gains and losses from changes in the fmr value off denvatives, including the contractual interest, that do not gqualify for
hedge accounting are reported in “Met trading income’. Gains and loszes on derivatives managed in conjunction with
financial instrements designated at fair value are r in *Met income from financial instruments designated at fair
value together with the gains and losses on the econcmically hedged items, Where the derivatives are managed with
debt securities issued by the group that are designated at fair value, the contractual interest is shown in ‘Inferest
expense’ together with the interest payvable on the issued debt

Hedge accounting

When denvatives are designated as hedges, the group classifies them as either: (1) hedges of the change in fair value of
recognised assets or liabilities or firm commitments {‘fair value hedges'); (i) hedges of the vanability in highly
probable fitture cash flows attributable to a recognised asset or liability, or a forecast transaction (“cash flow hedges™,
or (iii ) a hedge of a net investment in a foreign operation {“net investment hedges 'y

At the inception of a hedging relatonstup, the group documents the relationshap between the hedging imstruments and
the hedged items, its nsk management objective and it2 strategy for undertaking the hedge. The group neguines
documented assessment, both at hedge inception and on an ongeing basis, of whether or not the hedging instruments

are highly effective in offzetting the changes attributable to the hedgzed nisks in the fair values or cash flows of the
hedged items
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3 Summary of significant accounting policies jcorsimued)
Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedging instruments are
recorded in the ingome statement, along with changes in the fair value of the hedged assets, liabilities or group
attributable fo the hedged risk. If a hedging relafionship no longer meets the criteria for hedge accounting, hedge
accounting 15 discontinued, the cumulative adjustment to the carrying amount of the hedged item is amortized to
the income statement on a recalculated effective interest rate over the residual peniod to maturity, unless the hedged
item has been derecognised, in which case it 1s recognised in the income statement immediately,

Cash flow hedge

The effective portion of changes in the fair value of denvatives that are designated and qualify as cash flow hedges
15 recognised in other comprehensive income; the ineffective portion 15 recognised immediately in the income
statement within *Met trading 1neome”.

The accumulated gains and losses recogmised in other comprehensive income are reclassified to the income
statement in the same periods in which the hedged item affects profit or loss. In hedges of forecast transactions that

result in recognition of a nen-financial asset or lability, previous gains and losses recognised in other
comprehensive income are included in the initial measurement of the asset or liability.

When a hedging relationship 15 discontinued, any cumulative gain or loss recognised in other comprehensive
ingome remains in equity untl the forecast transaction is recognised in the income statement. When a forecast
transaction is no longer expected to occur, the cumlative gain or loss recognised in other comprehensive income
15 immediately reclassified to the income statement,

Nt investment hedge

Hedges of net investments in foreign operations are accounted for in a similar way to cash flow hedges. A gain or
loss on the effective portion of the hedging mstrument is recogsed i other comprehensive imcome; the residual
change in fair value i1s recognised immediately in the income statement. Gains and losses previously recognised in
other comprehensive income are reclassified to the income statement on the disposal, or part disposal, of the
foreign operation,

Hedge effectiveness lesting

To qualify for hedge accounting, the group requires that at the inception of the hedge and throughout its life each
hedge must be expected to be highly effective, both prospectively and retrospectively, on an ongoing basis,

The decumentation of each hedging relationship sets out how the effectiveness of the hedge is assessed and the
method adopted by an entity to assess hedge effectiveness will depend on its nsk management strategy. For
prospective effectivensss, the hedging instrument must be expected to be highly effective in offsetting changes in
fair value or cash flows attnbutable to the hedged nsk dunng the period for which the hedge is designated, with the
effectivensss range being defined as 80% to 125%, Hedge ineffectiveness is recognized in the income statement in
*Met trading income’.

Drrivatives thar do not qualify for kedge accounting
Mon-gualifving hedges are economic hedges entered into for which hedge accounting was nol applied.
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3 Summary of significant accounting policies jcorsimued)
| Derecogaition of financial assets

Financial assets ane derecognised when the contractual nights to receive ¢ash flows from the assets have expired; or
when the group has transferred its contractual rights 1o receive the cash flows of the financial assets, and either;

& substantially all the fizks and rewards of ownership have been transferred, or

e the group has neither retained nor transferned substantially all the nsks and rewands, but has not retained
control,

m  Offserting financial assets and financial labilities

Financial assets and liabilities are offset and the net amount reperted in the balance sheet when there is cumently a
legally enforceable right to offzet the recognised amounts and there i3 an intention to settle on & net basis, or realise
the asset and settle the liability siul taneously.

N Swhsidiaries, asseciales awd joint venivres
The group classifies investments in entities which it controls as subsidiaries.

[nvestments in which the group, together with one or more parties, has joint control of an arrangement set up to
undertake an economic activity are classified as joint ventures, The group classifies investments in entities over
which it has significant influence, and that are neither subsidianes nor joint ventures, as associates,

Investments in asscciates and interests in joint ventures are recognised uzing the equity method. Under this method,
sipch investments are initially stated at cost, including aftributable goodwill, and are adjusted thereafter for the post-
acquisition change in the group’s share of net assets less ay impairment losses.

Frofits on transactions between the group and its associates and joint ventures are climinated to the extent of the
group’s interest i the respective associates or joint ventures. Losses are also elimmnated to the extent of the group’s
interest in the associates or joint ventures unless the transaction provides evidence of an impaimment of the asset
trans ferred.

The Bank's investments in subsidianes, associates and joint ventures are stated at cost less any impairment losses,
An impairment loss recogmsed m pror periods shall be reversed through the income statement 1f, and only if, there
has been a change in the estimates used to determune the recoverable amount of the investment sinee the last
impairment loss was recognised,

In order to determune whether an impamment test under HEAS 36 “lmpairment of Assets” i required in respect of
an interest im an associate or a jeint venture, it i3 necessary to consider the indicators in HKAS 39 “Financial
[nstruments: Recognition and Memssurement”. Where the review of the indicators suggests that the interest in an
associate or joint venture may be impaired, the impairment testing requirements of HEAS 36 are applied.

A structuned entity 15 an entity that has been designed so that voting or sirmlar nghts are not the dominant factor in
deciding who controls the entity, for example when any voting nghts relate to administrative tasks only, and key
activitiez are directed by contracheal agreement. Strectured entities often have restricted activities and a narrow and
well-defined objective. Structured enfities are assessed for consolidation in accordance with the accounting policy
seb oul im note 10¢),

The group is considéned to sponsor another éntity i, in addition to ongoing involvement with the entity, it had a
ey role in establishing that entity or in bringing together the relevant counterparties so that the transaction, which
15 the purpose of the entity, could cccur. The group is generally not considered a sponsor if the only invelvement
with the entity is merely administrative in nature,
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3 Summary of significant accounting policies (commimed)

o Goodwill and intangible assets

(1) Goodwill anses on the acqusibion of subsidianes, when the aggregate of the far value of the consideration
transferred, the amount of any non-controlling interest and the fur value of any previously held equity inferest
in the acquiree exceeds the amount of the identifiable assets and Labilities acquired. [F the amount of the
identifiable assets and liabilities acquired is greater, the difference is recognised immediately in the income
statement. Goodwill anses on the acquisition of interests in joint ventures and associates when the cost of
imvestment exceeds the group’s share of the net fair value of the associate’s or joint venture's identifiable
assets and liabilities.

Intangible assets ane recognised, and those that are acquired in a business combination are distinguished from
goodwill, when they ane separable or anse from contractisal or other legal nghts, and it is probable that future
economic benefits will flow to the group, the cost of which can be measured reliably,

Goodwill 15 allocated to cash-generating units ("CGU™) for the purpose of impairment testing, which iz
undertaken at the lowest level at which goodwill is monitored for internal management purposes. Impairment
teating is performed at least anmually, or whenever there is an indication of impairment, by comparing the
recoverable amount with its carmying amount.  The carmving amount of a CGU is based on its assets and
habilities, including attributable goodwill. The recoverable amount of an asset 5 the higher of its fair value
less cost to =ell and its value in use, Value in use iz the present value of the expected future CGU cash flows. if
the recoverable amount iz less than the carrving value, an impairment loss is chasged to the income statement.
Goodwill is camied on the balance sheet at cost less accumulated impainment losses,

Goodwill on acquisitions of interests in joint venmres and associates 15 included in CInterests in associates and
joint ventures' and is not tested separately for impaimment.

At the date of disposal of a business, attributable goodwill iz included in the group’s share of net msets in the
calculation of the gain or loss on disposal.

Goodwill is included in a disposal group if the disposal group 13 a OGU o which goodwill has been allocated
or it i3 an operation within such a CGU. The amount of goodwall included in a disposal group 15 measured on
the basis of the relative values of the operation disposed of and the portion of the CGU retained.

(i) Intangible assets include the present value of in-force long-term insurance business, operating rights, computer
software and, when acquired in a business combination, trade names, customer relationships and cone deposit
relationships, Intangible assets that have an indefinite useful life, or are not vet readv for use, are tested for
impairment annually,

Intangible assets that have a finite useful life, except for the present value of in-force long-tenn insuramee
business, are stated at cost less amortisation and accumulated impaimment losses and are amortised over their
eatimated useful lives. Estimated useful life iz the lower of legal duration and expected cconomie life.

Intangible asaets are subject to impairment review if there are events or changes in circumstances that indicate
that the camrying amount may not be recoverable,

The accounting policy on the present value of in-foree long-term insurance buziness is set out in note 3(x)
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P Property, plant and equipment
{1 Land and buildings

Land and buildings held for own use are camed at their revalued amount, being the fair value at the date of the
revaluation less any subsequent accumulated depreciation and impairment losses.

Revaluations are performed by professional qualified valuers, on a market basis, with sufficient regulanty to
ensure that the net camying amount does not differ materially from the fadr value. Surpluses ansing on
revaluation are credited firsdy to the meome statement, to the extent of any deficits ansing on revaluation
previously charged to the income statement in respect of the same land and buildings, and are thereafer taken
to the *Properly revaluation reserve’, Defiats ansing on revaluation are first set off against any previous
revaluation surpluses included in the *Property revaluation reserve’ in respect of the same land and buildings,
and are thereafter recognised in the income statement,

Buildings held for own use which are situated on leasehold land where it is possible to reliably separate the
value of the buillding from the value of the leasehold land at inception of the lease ane revalued by professional
qualified valuers, on a depreciated replacement cost basis or surrender value, with sufficient regulanty to
ensure that the net carrying amount does not differ materially from the far value:

Depreciation on land and buldings 1= caleulated to write off the assets over their estimated useful lives as
follows:

o freshold land 12 not depreciated:

*  leaschold land and buldings are deprecated over the shorter of the unexpired ferms of the lemses or the
remanming uselul lives, and

* freehold buldings and improvements thereto are depreciated at the greater of 2% per annum on a straight
lime basis or over the unexpired terms of the leases or over the remaining useful lives of the buildings.

{is) Tavesiment properiies

The group holds cerfain properties as investments to eamn renfals, or for capital appreciation, or both
[nvestment properties are stated at fair value with changes in fair value being recognised in *Cther operating
meome”. Fair values are determined by independent professional valuers based on the highest and best use of
the property, pnmanly wsing the capifahsation of net incomes with due allowance for outgoings and
reversionary income potential. Property interests which are held under operating leases to earn rentals, or for
capital apprecation, or both, are classified and accounted for as investment properties on a property=by-
property basis, Such property interests are accounted for as if they were held under finance leases (see note

3iq).

fitt) Leasehold land and fand wse rights

The Govemment of Hong Fong owns all the land in Hong Kong and permits its use under easchold
arrangements. Similar arrangements exist in mainland China. At inception of the lease, where the cost of land 15
known or can be reliably determined and the term of the lease is less than 50 vears, the group recornds itz
interests in leasehold land and land use nghts as operating leases.

Where the cost of land is known or can be reliably determuned and the term of the lease is not less than 50 years,
the group records it interest in leasehold land and land use nghts as land and buldings held for own use,

Where the cost of the land 12 unknown or cannot be reliably determined, and the leasehold land and land use nghts
are not clearly held under an operating lease, they are accounted for as land and buildings held for own use,
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3 Summary of significant accounting policies {continued)
{isither plant and equipnient

Equipment, fixtures and fittings (including equipment on operating leases where the group is the lessor) are
stated at cost less any impairment losses, Depreciation is caleulated on a straight-line basis to wnite-ofT the
assets over their useful lives, which are generally between 5 and 20 vears,

Property, plant and equipment is subject to review for impairment if there are events or changes in circumstances
that indicate that the carmying amount may not be recoverable.

q Finance and aperating leases

(1) Assets leased to customers under agreements which transfer substantially all the nsks and rewards associated
with ewnershup, other than legal title, are classified as finance leases. Where the group is a lesser under finance
leases the amounts due under the leases, after deduction of uneamed charges, are included in *Loans and
advances to customers” as appropnate, Finance income receivable 18 recognised over the periods of the leases
%0 a5 10 give a constant rate of refum on the net investment in the leases,

(i) Where the group is a lessee under finance leases, the leased assets are capitalised and included in ‘Property,
plant and equipment” and the comesponding liability fo the lessor is included in *Chher liabilities”. The fnance
lease and comesponding liahility are recognised imitially at the fair value of the asset o, if lower, the present
value of the mimimum lease payments. Finance charges payable are recognised over the peniods of the leases
based on the interest rates implicit in the leases so as to give a constant rate of interest on the remaiming balance
of the Liability.

(iipAll other leases are classified as operating leases. Where the group is the lessor, the assets subject to the
operating leases are included in “Property, plant and equipment” and accounted for accordingly. Impairment
losses ane pecognised to the extent that the camyving value of equipment is impaired through residual valises not
being fully recoverable. Where the group is the lessee, the leased assets are not recognised on the balance sheet.

{iviRentals pavable and receivable under operating leases are accounted for on & straight-line basis over the period
of the leases and are included in *General and administrative expenses” and “Other operating income” respectively.

(v} Leasehold land is incleded wnder “Other aszets’ in the balance sheet if such land i3 considered 1o be held under
operating leases and is stated at cost less amortisation and impainment losses, Amorfisation is calculated to
write off the cost of the land on a straight-line basis over the terms of the leases.

r [fneome tax

(1) Incomwe tax comprises current and deferred tax. Income tax 15 recognised in the income statement except (o the
extent that it relates to items recognised in other comprehenzive income or directly in equaty, in which cage it iz
recognised in the same statement in which the related item appears.

() Curment fax 15 the tax expected to be pavable on the taxable profit for the year, calculated using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable i respect of
previous years. The group provides for potential current tax liabilities that may anse on the basis of the
amounts expected to be paid to the tax authonties. Cument tax assets and habilities are offset when the group
intemds to seftle on @ net basis and the legal nght to offset exists,

106

302/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

3 Summary of significant accounting policies {continued)

{iii) Deferred tax is recognised on temporary differences between the carmying amount of assets and liabdlities in the
balance sheet and the amount attributed to swch assets and liabilities for tax purposes. Deferned tax liabilities
are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent it is probable that funie taxable profits will be available against which deductible temporary differences
can be utilised.

Deferred ax is caleulated using the tax rates expected to apply when the assets wall be realised or the liabilities
settled, based on tax rates and laws enacted, or substantively enacted, by the balance sheet date. Deferred tax
assets and liabilities are offset when they arise in the same tax reporting group and relate to income taxes levied
by the same taxation authonity, and when the group has a legal right to offaet.

Dreferred tax relating (o actuanal gains and losses ansing from post-emplovment benefit plans is recognised in
other comprehensive income. Defermed tax relating to share-based payvment transactions 15 recogmised directly
m equity to the extent that the amount of the eshmated future tax deduction exceeds the amount of the related
cumulative remuneration exXpenss.

Deeferned tax relating to changes in the fair value of available-for-sale investments and cash flow hedging
instruments is charged or eredited directly to other comprehensive income and is subsequently recognised in
ile income statement when the deferred fair value gain or loss is recognized in the income statement.

§  Pension and otfer posi-employniess benefits

The group operates a number of pension and post-employment plans which include both defined benefit and
defined contmbution plans.

Payments to defined contribution plans and state-managed retirement benefit plans, where the group's obligations
under the plans are equivalent to a defined contribution plan, are charged as an expense as the emplovess render

service,

The defined benefit pension costs and the prezent value of defined benefit obligations are calculated at the
reporting date by the schemes’ actuanies uzing the projected unit credit method. The net charge to the income
statement mainly compnses the service cost and the net interest on the net defined benefit liability and is presemted
1M operating expenses,

The past service cost, which iz charged immediately to the income statement, is the change in the present value of
the defimed benefit obligaton for emplovee serviee in prior penods, resulting from a plan amendment (the
introduction or withdrawal of, or changes to, a defined benefit plan) or curtailment (a significant reduction by the
entity in the number of emplovees covered by a plan). A settlement is a transaction that eliminates all further legal
and constructive obligations for part or all of the benefits provided under a defined benefit plan, other than a
payment of benefits o, or on behalf of, emplovess that is set out in the terms of the plan and included in the
actuanal assurmphons.

Re-measurements of the net defined benefit Bability, which compnse actuarial gains and losses, return on plan
azsets (excluding interest) and the effect of the asset ceiling (if any, excluding interest), are recognised immediately
in other comprehensive income.

Actuarial gains and losses comprise experience adjustments (the effects of differances between the previous
actuarial assumptions and what has actually cccurred ), as well as the effects of changes in actuanal assumptions.

The defined benefit lability recognised on the balance sheet represents the present value of defined benefit
obligations reduced by the far value of plan assets. Any net defined benefit surplus is himited to the present value
of available refunds and reductions in future contributions to the plan,
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3 Summary of significant accounting policies jcorsimued)
t  Share-based pavients

The group enters into both equity-settled and cash-settled share-based payment amrangements with its emplovees as
compensaton for services provided by employees. The cost of equity-settled share-based payment ammangements
with employees is measured by reference to the fair value of equity instrumeniz on the date they are granted and
recopmised @ an expense on a strught-line basis over the vesting period, with a comresponding eredit to *Retained
eamings’

For cash-settled share-based payment amangements, the services acquired and Lability incurred are measured at the
fair value of the liability and recognised as the emplovees render service. Until sefilement, the fair value of the
liabality iz re-measuned, with changes in fair value recognized in the income statement.

Fair value is determined by using appropriate valuation models. Vesting conditions include service conditions and
performance conditions; any other features of the arangement are non-vesting conditions. Market performance
conditions and non-vesting conditions are taken mto account when eshmating the fair value of the award at the
date of grant, Vesting conditions other than market performance conditions are not taken into account in the initial
estimate of the fair value at the grant date. They are taken info account by adjusting the number of equity
instraments ingluded in the messurement of the transaction.

A cancellation that ocoirs duning the vesting penod iz treated as an acceleration of vesting and 15 recogmised
immediately for the amount that would otherwise have been recognized for services over the vesting penod.

HSBC Holdings is the grantor of its equity instruments for all share awards and share options across the group. The
credit fo *Ohther reserves” over the wvesting penod on expensing an award represents the effective capital
contibution from HSBC Holdings, To the extent the group will be, or has been, required to fund a share-hased
pavment amangement, this capital contribution is reduced and the fair value of sharez expected to be released to
emplovees i3 recorded withan “Cther liabilities”

U Fordigh currercles

Iems included in each of the group’s entities are measured using the cwmrency of the pomary economic
emvironment in which the entity operates (the *functional cumrency”). The group’s consolidated financial statements
are presented in Hong Kong dollars which is also the Bank's functional currency.

Tranzactions in foreign currencies are recorded in the functional currency at the rate of exchange prevailing on the
date of the fransaction. Monetary assets and liabilities denominated in foreign currencies are translated mto the
functional curmency at the rate of exchange muling at the balance sheet date. Any resulting exchange differences are
included in the income statement. Nen-monetary azsets and lishilities that are measured in terms of histonical cost
in a foreign cumency are translated into the functional currency using the rate of exchange at the date of the initial
transaction, Mon-monetary assets and liabilities measured at fadr value in a foreign cumency are translated into the
funchonal currency using the rate of exchange at the date the for value was determuned. Any foreign exchange
component of a gain or loss on a non-monetary item is recogsed either in other comprehensive income or in the
income statement depending on where the gain or loss on the underl ving non-monetary item is recognised,

The results of branches, subsidianes and associates not reporting in Hong Kong dollars are translated inte Hong
Kong dollars at the average rates of exchange for the reporting period. Exchange differences ansing from the
refranslation of opening foreign cumency net inveatments and exchange differences ansing from retranslation of
the result for the reporting pened from the averape rate to the exchange rate prevailing at the peried-end are
accounted for in a separate foreign exchange reserve in the consolidated financial statements.
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3 Summary of significant accounting policies jcorsimued)

Exchange differences on a monetary item that is part of a net investment in a foreign operation are recognised in
the imcome statement of the foreign operation’s separate financial statements. In the consolidated financial
statements, these exchange differences are recognised in the foreign exchange reserve in shareholders” equity, On
dizposal of a foreign operation, exchange differences previously recognised in other comprehensive income are
recopnised in the income statement as a reclassification adjustiment.

v Provisions

Frovisions for liabilities and charges are recognised when it is probable that an outflow of economic benefits will
be required to settle a present legal or constructive obligation which has arizen as a result of past events and for
which a reliable estimate can be made.

Contingent liabilities, which include cermn guarantees and lefters of credit pledged as collateral security and
contingent liabiliies related to legal proceedings or regulatory matters, are possible obligations that anse from past
events whose existence will be confirmed only by the occurrence, or non-oceumence, of one or more uncertain
future events not wholly within the control of the group; or are present obligations that have ansen from past
events but are not recognised because it is not probabde that settlement will require the outflow of economic
benefits, or because the amount of the obligations cannot be reliably measured. Confingent labilities are not
recognised in the financial statements but are disclosed unless the probability of settlement is remote.

W Financial guarantee contracts

Liabilities under financial guarantee contracts which are not classified as insuranee contracts are recorded imitially
at their fair value, which iz generally the fiee received or present value of the fee receivable, Subsequently, financial
guarantee liabilities are measured at the higher of the initial fair value, less cumulative amomisation, and the beat
estimate of the expenditure required to setile the obligations.

X Jusnprance coniracis

Through its insurance subsidiaries, the group issues confracts to customers that contain insurance risk, financial
nsk or a combination thereof. A contract under which the group accepts significant insurance nisk from another
party, by agreeing to compensate that party on the ocourrencs of a specified uncertain future event, is classified as
an insurance contract. An insurance contract may alse transfer fnancial risk, but is accounted for as an insurance
contract il the insurance risk is sgnificant.

Insurance contracts are accounted for as follows:

Premiums

Premiwms for life insurance contracts are accounted for when receivable, except in unit-linked insurance contracts
where premiums are accounted for when liabilities are established,

Rensurance premiums are accounted for in the same accounting penod as the premiums for the direct insurance
contracts to which they relate.

Present value of in-force long-term insurance business

The value placed on insurance contracts that are classified as long-term insurance business or long-term invesiment
contracts with discretionary parbapating features ("DPF') and are in foree at the balance sheet date s recognised
as an asset. The asset represents the present value of the equity holders® interest in the profits expected to emerge
from those contracts witten at the balance sheet date.

The present value of in-force long-term insurance business and long-term investment contracts with DPF, refemed
to as ‘PVIF, iz determined by discountang the equity holders” interest in future profits expected to emerge from
business currently in force using appropnate assumplions in assessing factors such as fulure mortality, lapse rates
and levels of expenses and a nisk discount rate that reflects the nsk premium atnbutable to the respective contracts,
The PVIF mmcorporates allowances for both non-market sk and the value of financial options and gearantees. The
PWVIF asset 15 presented gross of attnibutablé tax in the balance sheet and movements in the PVIF asset ane included
in *Other operating income” on a gross of tax basis.
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinueds

3 Summary of significant accounting policies jcorsimued)
Insurance claims and reinsurance recoveries

Gross insurance claims for life insurance contracts reflect the total cost of claims ansing during the vear, including
claim handling costs and any policvholder bonuses allocated in antcipation of a bonus declaration

Maturity claims are recognised when due for payment. Surrenders are recognised when paid or at an earlier date on
which, following notification, the policy ceases to be included within the calculation of the related insurance
liabdlities. Death clams are recogmsed when notified.

Reinsurance recoveries are accounted for in the same period as the related claim.

Liabilities under insurance contracs

Liabilities under non-linked life insurance contracts are calculated by each life insurmee operation based on local
actuanal principles. Some msurance contracts may contain discretionary participation features wherehy the
policvholder is entitled to additional payments whose amount and/or timing is af the discretion of the issuer. The
discretionary element of these contracts is included in *Liabilities under insurance contracts’,

Liabilities under unit-linked life insurance contracts are at least equivalent to the sumender or transfer value which
15 caleulated by reference to the value of the relevant underlyving funds or indices.

A liabality adequacy test 15 comied out on insurance habilities to ensure that the carmying amount of the liabilities 15
sufficient in the light of current estimates of future cash flows. When performing the liability adequacy test, all
contractual cash flows are discounted and compared with the camying value of the liability,. When a shortfall is
identified it 15 charged immediately to the income statement.

Irevestrent contracls

ot

Customer labilities under linked and certain non-finked investment contracts without discretionary participation
features and the corresponding financial assets are designated at fair value. Movements in fair value are recognised
in “Met income from financial instruments designated at fair value™. Deposits receivable and amounts withdrawn
are accounted for as imcreases or decreases in the Liability recorded in respect of investment contracts.

Liabilities under linked investment contracts are at least equivalent to the swrender or transfer value which iz
calculated by reference to the value of the relevant underlying funds or indices.

[nvestment management fess recedvable are recogmised m the income statement over the penod of the provision of
the investment management services, in *MNet fee income’.

i Dividends

Davidends proposed, or declared after the balance sheet date, are disclosed as a separate component of shancholders®
equity.

aa Debt securities in issue and swbordinated labilities

Financial liabilities are recognized when the group enters into the contractual provisions of the amangements with
counterparties, which iz generally on trade date, and initially measured at fair value, which 15 normally the
consideration received, net of directly attributable transaction costs incwrred. Debt secunities issued for trading
purposes or designated at fair value are reported under the appropriate balance sheet captions. Other debt securities
in issue and subordinated liabilities ane measured at amortised cost using the effective interest rate method and ane
reported under *Debt securities in issue” or *Subordinated liabilities™.
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3 Summary of significant accounting policies jcorsimued)
ab Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents include highly liquid investments that are
readily comvertible to known amounts of cash and which are subject to an imsigmificant nsk of change in value,
Such investments compnize cash and balances with banks matering within one month, and treasury bills and
certificates of deposit with less than three months” matunty from the date of acquisition.

ac Shave capital and otfter equity Hatrumenis

Financial instruments issued are classified as equity when there is no contractual obligation to transfer cash or
other finanaal assets or issue a varable number of our own equity instruments.

ad Assets held for zale

Assets and liabilities of disposal groups and non-current assets ane classified as held for sale (*HFE") when their
carrying amounts will be recovered principally through sale rather than through conftinuing use. HFS assets are
generally measured at the lower of their carryving amount and Fair valee less cost 1o sell.

[mmediately befone the imtial classification as held for sale, the carmving amounts of the relevant assets and
liabalities are measured i accordanece with apphcable HEFRSs, On subsequent remeasunement of a disposal group,
fair value less costs to sell of the disposal group is determined after each HFS asset is individually measured under
applicable HEFRSs.,
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

4 Operating profit

The operating profit for the year is stated after takang account of;

a  [fnleresi income

S 2004

HESm HESm

Talal interes MCOME .. o s e e e 132,497 136,434

Less: interesd income classified :s “Wet mdzm; mr:ame [:unlt Il:du (8.419) (61T
Less: intered income classified as “Net income from financial i mslmm.ollg

designated at fair valee (Nole AIEI1 . e s (18} [3%)

124,060 126,782

Included in the above is interest income accreed on impaired financial assets of HKS27Tm (2014: HEKS215m)

b fnterest expense

il B 2004
HESm HESm
Tolal interest expense . 14122
Less: interes expense clmt’ nd Hs \lnl lra.dmg income* lnﬂl: -Hdﬂ (4,445
3673
¢ Netfee incone
015 2004
HESm HESm
Mt fiee income inchides the following:
Met fee income, other than amounts incleded in determining the effective
interest rate, arisiing from financial assets or financial liabilnies that are
not h:ld for lradlrlg of d:blgnatud at fair value
fu:&q:umt B L T e Rt U L ot e S T T 11,879) i1.521)

B9 1sas

Wet fee income on trus! and other fiduciary activities where the group holds
or invests assets on behall of its customers
- foe iNOOMIE .

FE8 EXJENISE oovvvvninssssress s srmss s s ens st s e {1,005) {944
8,027 7632
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2015
HE3m

2004
HESm
13,674

T o B A v L i e T 17,523
- Foreign wichange . 14807

= Inerest male ..o
- Debl securities ...
- Equilies and ollu:f tﬁdlng

473

10,761
g87
1.513
513

Interest on trading assas and BADILES ..o e

5,168

= Interest imcome (Mode DA .o e e

Diividend imcome from trading Securilies ...

9617
(4. 440H

1.384

- Ligted invesimenls ,,.....c.pocpeens
- Unliged investments ...

1.35%
25

Logs from heogimg ROUMIES ... ixsrsmimimiirivis s wirnmmssmsaisis s s i 20

{6

Fair value hedees

— Met gaim on hedged Mems altributable 1o the Tmlgcd risk

= Met loss an hedging indruments | i
Cash flow hedges

408
{4198

2,230

Ner ircome' fexperse) from financial mstruments designated af fair value
2018

fllt‘tﬂTl-r-'E:‘q.‘rmE:J an assels designated 8 fair value which back
1nmmp¢¢ and investment contreds .. {2,304
Increase m fair value of Tabilities o mammnndw m'-rmnml mms . B374)

2004
HESm

5025
|E§l}._';|

Met change in fair value of cther financial assets/liabilities designated at fair valee' ...

Interest on fimancial assets md labilities dmgm!:d al fair value
- Intered income nole $@)) .o 1%

4,718
(205)

35

Lo

4,048

1 Giains and lotees from changes in the fair value of the group’s issued deld wennities include those arsting from changes in the
greup s oan credit Ao fn 2003, the group recognised a HES26m gain on clhanges e the i valiee of these Distruments arisiing

fromy changex in e orvelit Fisk (2004 K3 5m loxs),

Gains fess losses from financial rvestonetts

2018
HESm

Gain on partial digposal of mvestment in Industrm] Baik oo 10,636
Gain on sabe of investment m Bank of Shanghai ..........o.e.

(kuns on disposal of other available-For-sale securilies .. ' 953
Impairment of available-for-sale eguily iVESIIMENLS ..o i e e s {5)

2014
HESm

3320
1,288
[2,219)

11,611

1,389

There were no gains or losses on the disposal of held-to-matunity investments in the vear {2014; nil}
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

4 Operating profit jconsirued)

g Dividend income

2015 2014
HESm HESm
Listed invesments .......coocomicnnnen, 133 1,204
Unlisted mvestmends ......_...._......... . 7 170
210 1,374
h  Oher operating incone
2015 2014
HHESm HESm
Gain on 150" anniversary banknofes issuance | i 693 -
Movement in presenl value of n-force insurance l:um.es*-.i 4,689 3581
Gains on invesiment propertics .. 480 &70
Gain on disposal of property, plam ami mmull m:m; h:ld E‘nr sale .o 1M &l
Gain on dispoml of subsdiaries, associates and business portfolios ... 3 104
Rental income from investment propemies ... ELE] 422
Loss on reclassification of Techoom Bank - 231)
10,43% 2,502

Other included met gaing on loans and receivables of HKS278m (2014: HEKE19Tm}. There were no gains or losses
on the disposal of finanaal labilites measured at amomised cost dunng the vear (200 4: nil ).

| Loan impairsiest charges end otlier credit visk provisions

s 2014
HESm HESm

In-dnu:tulj} a.-u:yatd.ﬂllpamnult ::ha:gn:q
New .:hm i 4,011 4,202
— Releases . {1,390} 1,420
1316 1,626
Collectively assessed impRIMIENT CHAFEES ... s s s e s 1656 1272
Caher credit risk provisions . 10z 27
Loan impatrment charges and other credil rsk provisions 5074 4,925

There were no impaimment charges against available-for-zale debt securities included in other credit nsk provisions
{2014 mil). There were no impairment charges or provisions relating to held-to-maturnty investments {20142 nil ).
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§  General and adminiztrative expenses

Premises and equipment
Al o o e i i B i

3,900 LR L]
18,408 16,588

29,553 18,178

Musketinig and sdVErtisHiE ERPERBEE ..cmrmenisirsmimisnmirsm mim st s e ————"

Included in operating expenses were direct operating expenses of HES2ZIm (2014: HES24m) ansing from
investment properties that generated rental income during the year. Direct operating expenses ansing from
mvestment properties that did not generate rental income amounted to HES2m (2014: HESdm),

Included in operating expenses were minimum lease payments under operating leases of HKS3,692m (2014:
HEE3,553m).

k Awditors" rémereralion

Auditors” remuneration amounted 1o HES78m (2014: HKS73m).

5 Inzwrance income

Included in the consolidated income statement are the following revenues earmed by the insurance business:

a  JnsnrdaRos IRcone

2015 2004
HESm HESm

10,456 #4389
— 1941 2,083
...... (656) (512

. (2,783) 4,158
51,593 7307
4,659 3,581
Thl 173

67,03 76,230
Mt insurance claims and benefits paid and movem ent in liabilities to policyholders (note 5(ch) (52,4310 {60, 182)
T 00 NN TTHCOIMR vt i b e o mpep e o s s 14,594 16,048

T O O i e e e i e e L i
el ot AMEHME e
B T O e
Mt income/(Toss) from fnancial instruments design

Met insurance pramium income (note S(bi..........
Movemnenil in present value of m-force business . .
o 1T 1 | R e e L e i S S 4 S R A T el
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5  Insurance income r.:'amfnumﬂ

b Net bisurdancs preiiicns Reone

oOoOooodn

Mon-linked Linked
Insurance Insurance Tolal
HE%m HESm HESm
218
Gross mAKANCE Premum moome i e 31,367 4,937 56,304
Remairers’ share of grods 1 nmlnmu:wmmlm IR o e e o 3,654} 27 .71
Mol INSUTENCE PrEMilm MICOIIE oo ces e e er s s s s 47683 4,910 52.593
014
Gross INSTAACE POCTHIAN MIEMME | covoe cmrasnmim s s s s s s 50,882 %271 59,153
Remnssrers” shiare of gross msumnce premmim DO ... . s i1.831) {15} (15461
e ENSUPKIVOE TSI AHEOMIE v vususomers memesimsrars e s s s s e 49,051 §.256 57,307
¢ Net insurance claims and bewefits paid and movement tn labilites to policvholders
Mon-linked Linked
Imsuramee Insuramce Total
HESm HESm HESm
28
Gross cluims and baelits pad avd movement m Habilaies o
policyholders .. L Al 53,950 1,577 55 527
Claims, benefits :ml am'rl:nm r.!inl. i - 21,216 3,285 24,501
Movernenl mn provisin .. 32T (1,7 30026
Reinsurers” shure of claims and benefits paid and movement m liabilities
to policyholders ... 3.21 118 (3.096)
Reinaurers’ share ufchlms, bmrt'ls am:l sunrmdu-ﬁ piLd (315) (445) (T3}
Reinsrers’ share of movement in provision . {2.896) 563 (2,333
Met insurance clamns and benefts pard and movement i liabilities to
bl
Gross clnims and benefits pmdlndmn'-m:nl: m liabiliies to
policyholders i i 5104 339 61443
{Claims, benefits :md ﬂurmdmz pabd 13,761 24 6 682
Movement in provision .. 103143 5418 34,761
Reinsurers’ share of claims and benefits paid ad movement m habilities
to policylvelders .. (16010 350 {1,261
Reinaurers’ ﬂ‘laﬂ:ﬂf:lllmla. l:lml:t'ns md sum:ndm pm.d {204} (544} (248}
Reinsurers” share of movement in provision .. Lol i Tl (1407} b (4131
MNet insurance claims and benefits paid and movement in liabilities to
policyholders o 51,493 F.489 60,182
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6 Employee compensation and benefits

a  Emploves compenzation and berefits

2015 004

HESm HESm

ol oo 3T T T e e R et S e S e PR AP TR 37,5846 35476

Soial BEURILY CORE oo o ssm s s i s s s e e 1,080 1,046
Retirement benefin costs

S o P ] R ot S St S SN NS B i S R LSk 1,449 1.350

Defimed beniefit plans (M08 SEEHI N minnsmusiminmsmam s s s s s 751 1.022

41,126 38894

b Directors’ emoluments

The aggregate emoluments of the Directors of the Bank disclosed pumuant to section 4 of the Companies
(Disclosure of Information abouwt Benefits of Directors) Regulation were HES100m (2014; HESI0Im), This
comprises fees of HESSm (2014: HES9m) and other emoluments of HES91m (2014, HES92m) which includes
coninbutions to pension schemes of HESIm (2014: HEKS1m). MNon-cash benefits which are included in other
emoluments manly relate to share-based payment awards, and the provision of housing and furmishing.

¢ Retirement berefit penston plons

The group operates a number of retirement benefit plans, with a total cost of HK$2,200m (2014; HK$2,372m), the
largest of which is the HSBC Group Hong Kong Local Staff Retirement Benefit Scheme (“the Principal Plan®).

In Hong Kong, the Pnncipal Plan covers employees of the Bank and certain other local employees of the Group.
The Principal Plan compnses a funded defined benefit scheme (which provides a lump sum on retirement but 1z
now closed to new members) and a defined contnbution scheme. The latter was established on 1 January 1999 for
new emplovees, and the group has been moving to defined contnbution plans for all new employees. Since the
defined benefit element of the Principal Flan iz a final salary lump sum scheme, its exposure to longevity risk and
interest rate nisk is limited,

The trustee assumes the overall responsibility for the Principal Plan bul a management commiftee and a number
of sub-committeéss have also been established. These committess have been established to broaden the
povermance and manage the concomitant issues. The finance and investment sub-committee manages the
vanous issues in relation to both assets and liabilities of the Principal Plan.

The Principal Flan 15 predominantly a funded plan with assets which are held in trust funds separate from the group.
The actuanal funding valuation of the Pancipal Plan is reviewed at least on a triennial basis of in accordance with
local practice and regulations. The actuarial assumptions used to calculate the defined benefit obligations of the
Principal Flan vary according to the economic conditions.

The Principal Plan mainly invests in bonds with a smaller portion in equities and each investment manager has
been assigned a benchmark applicable to their reapective asset elass. The target asset allocations for the partfolio
are a3 follows: Bonds 65% and Equity 35%.

(i} Total defined benefit expense recognized in the incone statement

Included within *Employee compensation and benefits” are components of the expense related to the group’s
defined benefit pension plans, as follows:

s 20014
HEKSm HESm
Defined benefit pension pla
Met mterest cost on the net defmed benefit TabaIEWRSSEL i i 132 13
Pust service cost md gaing on satlements .., g (269) {3
Adernistrative costs and tooes pabd BY PHI ... s s e 5 5
ToRR] EXPEMEE TIODE BAIY c.o.ooercrerrsonscessceeseees e sssies ces e et e ass s oes st5 2 re st srepmens 751 103
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Notes on the Financial Statements icontinued)

6 Employee compensation and benefits jcontirmed)

(i) Crmufative getwarial losses recognised in other comprefrensive ircome in respect of defined bonefis plans

2015 014
HESm HESm
AL | Janiasy | {7, 641) {6,937)
Actuszrial Iﬂﬁﬁtﬁl’tl:l.'lmlﬁd in cdu:r mmprdl.msnt Income . (] (T4}
U e - e L e S e s (8,303) (7.641)
{1t Net arset{liabifttvl under defined benefit pension plans
Present valoe of
Falr value ol deflinedd benefit Effect of the Met defined
plan nsseds obligations assel celling benedii liability
HESm HESm HESm HESm
et defined benefit lability
AL L January 2015 14,870 (20.356) () (5,487)
Current service cost ... 4 - (563} - (553)
Past service cosl md gains frcm Qﬂ.t!:m-mts — 274 — 174
et iieresl incomed cost b on the net
defined benefit lisbility _.. W e A 297 429} & (132}
Remeasurement ¢ffects rcmgms:d n -:lljm'
comprefen=ive iINCOme ... (548) (114) - (662}
— Reetum on plan assets (excluding ||1t:rﬁl income) (348) - - {548)
— Actuarial gains from changes in danugraphlc
ATMPLNE ... - 6 - &
- Actizarial bosses En}m dmmm in I"mancl:ll
ASUMTPLONS oo - (152) - {142)
— Actuarial gains from eq:mmcc - G2 - L
Exchange differences and other movements ... (26) 118 - 92
Contributions by the groug ..o 953 - - 953
Contribitions by employees 3 2 (2 - -
Bentfile il - . i i (1,604} 1,657 - 53
AL M Decembeer 2008 e 13,974 (19,735) {1 {5, T62)
Retirement benefit liabalities recogn ised
on e balanoe eel s (5, 80%)
Retirement benefit assels mugn:sodun lhr:
balance sheet {wilhin *Other assets™} .....oc.co....... 47
Present value of defined benefit obligation r:l:lmg
L{xH
R L G R B TR S (19,474)
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6 Employee compensation and benefits jcontirmed)

Present value of

Fair vahue of defined benefit Effect of the Wet defined
plan assels obligaticns asset ceiling benefit liability
HESm HESm HESm HESm
Met defined benefit liability
ALY Ianmary B0 il i i i 14,505 {19207} iy (4,703}
Current service cost ... - {203} (203}
Pact service cost and ga - L] - &
BENEE R oo« i e syttt : {897} (897}
Wet inferest incomeN codt ) on the net defined
benefil BRBilY .o coesmimnmne s 345 {465} = (120
Remeamsrement effects recognised in other
COMETEENEIVE INCOME -..vvorires s 319 (1,023} - (704}
- Redurn on plan nesels (exclinding imtered income) 39 - - e
- Actusarial losses from changes mdemngraq»h e
assuEplicas ., Syl - (16 - (1)
- Actusarial losses Emm ::hangm i I'han:ml
ASUTPLCAS e iy - (63-4) - (634)
= Astuarial losses from mpmml:: i - (373} - (373)
Exchange differences and other movements ... (31} -3 - a7
Contribwtions by the group .. B35 - - ®i5
Contribistions by mlu}ws e 2 2} - -
Benefilmpaid Lo i i s {1105} 1170 - G5
AL 31 Decembeer 2004 ..o it s 14,870 (20,356} {1} (5487}
Retiremen! benefit labalities recognised
on the balance sheel ... e (3,604}
Retirament benefit assels recognized on the
balance sheet (within *Other asseis”) | _— 1%
Present value of defined benefit DhlIgBIH]ﬂ ulumg
[[=H
T T o 1y Rt L L LR o i e (20,115}
= DB oot g s st o . (4}

| aing from seilements anise a5 ihe difference between assers disiributed awd Gabilive s extingwished on setlements,
The group expects to make HES1.781m of contributions to defined benefit pension plans during 2016,

(vt Fair value of plan assets by asset classes

2015 2004

Quoted Cuoted

ma ket markel
price in Thereol price in Thereal
Value sctive market HSRBOC Value sctive markel HEBC
HESm HESm HESm HESm HESm HESm
Fair valise of plan 285215 00000, 13,974 13,974 407 14,870 14,870 257
- lrfr.FlitiH e e e S £233 5233 10 5,251 5251 A
= BONHS e T 438 T AN - 8318 8318 -
- Denivalives - - - 1 1 -
o OO s i i 1,302 1302 397 1,250 1,250 176

1 her mainly conssis of cad and deposits
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued)

6 Employee compensation and benefits {consinwed)
vl Benefits expected to be paid from the Principal Plaw

Benefits expected to be paid from the Prnincipal Plan to refirees over each of the next five years, and in
aggregate for the five years thereafter, are as follows:

201G b L1] el 2018 L L 2020 2021-202%
HESm HESm HESm HESm HESm HESm

HSBC Group Hong Keag Local Stadl
Retirament Benefit Scheme ... 516 727 8ind 965 1,104 5312

{vil The Principal Plan s principal actuarial financial assumptions

The present value of the Principal Plan’s obligation was HKS12,071m (2014: HK$11,534m). The pnncipal
actuanal assumptions used to caloulate the group’s obligations for the Principal Plan for the vear, and used as
the basis for measuning the expenses in relation to the Principal Plan, were as follows:

15 2014

% poa. %o p.a

Rate of pay mcrease ... & 4.0 4.0
TS HELT2011’ HKLTIONT

| HELT2001- Homg Kong Lif Tables 2001,

The group determines the discount rates to be applied to s obligations in consultation with the plans’ local
actuanes, on the basis of current average yvields of lugh quality (AA rated or equivalent) debt mstruments, with
matunties conzistent with thoze of the defimed benefit obligations. In countnies where there is not a deep market
in corporate bonds, government bond vields have been used, and this is the case for the Pnincipal Plan in Hong
Kong,

fvii} Actwarial assumption sensitivities

The discount rate and rate of pay increase are sensitive to changes in market conditions ansing dunng the
reporting period, The following table shows the effect of changes in these on the Principal Plan-

The effect of changes in ey asiumiptions on the Privncipal Plas

HSBC Group Hong Kong Local St
Retirement Benefit Scheme

2005 2014
HEKSm HESm
Discount rae
- Change in pension obligation st year and from 3 25bps INCTease ... {24%) 1234)
— Change in pension obligation & vear and from & 23bps decrease ..o 158 242
— Change in 2001 5/20] 4 pension cost from a 253bps inoredse ... {1y {11}
Change in 200572014 pension cost from @ 250ps decred®e. i usms usssnsns s 11 11
Fate of pay incresse
- Change in pension ebligation at year end from a 25bps increase _.... ..o 139 I
— Change in pension obligation & year end from a 28bps decrease ... {233) [221)
Change i 200572014 pension cost from a 25bps increase ......... ] 11 1
- Change i 20152014 pension cost from 8 25bps decreame.........ooimrvs s s (10 {1
120
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6 Employee compensation and benefits jcontirmed)
fvitilderumial funding valustion

The latest actuanial funding valuation of the Principal Plan as at 31 December 2012 was issued on 25 June 2013
and was performed by Wing L, Fellow of the Society of Actuanes of the United States of Amenca, of
Towers Watson Hong Kong Limited, an extermal consultant. At that valuation date, the market value of the
defined benefit scheme’s assets was HESE 428m. On an on-going basis, the value of the Principal Plan’s assets
represented 99.9% of the actuaral present value of the benefits acaued to members, after allowing for
expected future increases in salaries. On a wind-up basis, the Principal Plan’s assets represents 107% of the
members” vested benefits, based on cument salaries, and the resulting surplus amounted to HES32Tm. The
attained age method has been adopted for the valuation and the major assumptions used in this valuation were a
discount rate of 5% per annum and long-term salary increases of 4% per annum. The recommended emplover
contnbution rate as a percentage of scheme salanes is 16.1% (local stall category) and 20% (senior stafl
category) for 2004 and 2015, No additional special contributions have been recommended.

The detenminations for actuarial funding valuation purposes are based on different methods and assumptions
from those wsed for financial reporting purposes, and as a result should neither be compared nor related to other
determinations included in these financial statements,

7 Tax expense

a The Bank and itz subsidianes in Hong Kong have provided for Hong Kong profits tax at the rate of 16.5% {2014
16.5%) on the profits for the year assessable in Hong Kong. Oversess branches and subsidiaries have similarly
provided for tax in the countries in which they operate at the appropriate rates of tax nding in 2015, Deferred
taxation 15 provided for in accordance with the group’s accounting policy in note 3(rL

The charge for taxation in the income statement compnses:
1015 214

Cumrenl income bax
~ Hong Kong taxation - on cument year profit . 10,005 9,039

— Hong Kong taxation - adjustments in regpect d!’pnur }EE.!E (134) {17
— Orverseas taxation — on current year profit .. 85071 8542
— {rverseas taxation — adjustments in respect ufmorwus 3 154
18,166 17,558

Deferred tax
— Originafion and reversal of lemporary differences ... {79} 1,462
— Effect of changes in tax rates . 4 18 19
— Adjustments in respec Dd'pnor VeArs .. {1193 {27}
(370} 1.454
17,296 19,012
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

7 Tax expense {continmed)

b The components of deferred tax assets and liabilities recognized in the balance sheet and the movements during the
wear are as fol lows:

(i} Dreferred ax assets

Impalrment
Accelerated Inzurance allowances
capiial technical Expense  on Mmancial  Revaluation
sllowances  providons  provisions asseis  of properibes Oiher Toial
HESm HE3m HESm HESm HKSm HESm HESm
1S
AL T JMEary o 1 - 613 29 275) Tad 1.436
Exchange and other
FEUEEMENLS i Lol - [ELU] 253 (358) 4) {1462)
Crediticliarge) to
income Aalement ... o - (25) 625 5 {144) 470
Credit{charge) to
PERETYES soimuisrnaraint - - - - (11 103 b
AL 31 Decembser ... 132 = S48 1107 {66I) T8 1,536
014
AL L JMary oo 154 - g5 G659 (743 1362 2.2
Exchange and other
ad_iusf.mmts {49 = (245) &) 490 (1423 B L
Credit{charge) to
income salement ... 1 - 1] {432) 4 187) (508)
Emﬂgt Lk TESETVES ... = - - (2] (L] [ERI]
At 31 December ... 106 - 613 239 (275} L 1,436
[(if) Drgferred tax labilities
Impalrment
Accelerated Insurance allowances
capiial techndcal Expense  on financial  Revalaation
allowances  provislons  provislons wssels  of properiies Other Todal
HESm HESm HESm HESm HKSm HEK Sm HESm
15
AL L Jamuary ... 736 530 (L] {55) 11,453 1.528 15,586
Exchange and other
wdjustments ... 2 | [EE}] 54 274 (460 (34) {175)
Charge{credit) to
income Satement .. (117} T (23) an (241 (418) {4041
Charge/{credit) Lo
TESErVEs. = 5 = = 1090 (302} 788
AL 3] December ... 43 6134 (435} 249 11,634 374 15,799
2004
AL T JMIATY i 568 4,796 (314} (43} 10,549 495 16,051
Exchange and other
:l,l_]md'.llltnl.s {35 i1 CE77H 2 441 {145} 54
Charge(eredil ) to
income Salament ... 204 45 2% {14} {2423 38 UE T
Charge Lo reserves ... - - 705 L] 1505
AL 3] December ... 136 5. 390 (R L] (S5} 11,453 1,528 15,586
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7 Tax expense {continmed)

{itf) Ner deferved toe liabilities

2015 2004

HESm HESm

Dieferred tax lisbdlities recognised on the balance sheet . 18,799 18,586
Dieferred tax assets recognised on the balance sheet ... (1, 836) {1436}
16,963 17150

The amount of unused tax losses for which no deferred fax asset is recognised in the balance sheet ia
HES2,216m (2014: HES2,617m). OF this amount, HKS1,988m (2014: HEZS1,890m) has no expiry date and the

remarmng will expire within 10 yvears.
Dreferred tax of HES721m (2004: HK$732Zm) has been provided in respect of dismbutable neserves or post-
acquisition reserves of associates that, on distribution or sale, would attract withholding tax.

Deferred tax is not recognised in respect of the group's investments in subsidiaries and branches where
remittance or other realization is not probable, and for those associates and interests in joint ventures where it
has been determined that no addiional tax will arise.

¢ Provizions for taxation

s 2004
HESm HESm

21,258 21,513

d Reconciliation berween taxation charge and accounting profit at applicable tax rates:

2008 2014
HESm HESm
Notianal tax on profit before tax, caboilated at the I‘iiﬂz:l.pfﬂlﬂb]t 16 pmﬁg i the

couniries concerned . LS o i o i B i e 21,983 20,184
Adjustments in regpect nl‘prl-:u'yws i M (5
Deferred tax temporary differences pl'ﬂ'll:-l.iﬂ} nul m:n;g.msad 35 (15)
Effects of profits in associsles and joint ventures. .. il (2.612) (2.586]
Mon taxable income and B8NS ... {3, 50.4) {2.580)
Permanent disallowables .. R8T 1653
Change in tax rales 18 1%
Local taxes and overseas mﬂmuadmg luts 1.118 1.267
CHBEFE vveviesrssesers s ssesr s {80y 520
17.2%% 19012

123

319/436



THE HONGHKONG AND SHANGHA| BANKING CORFOR

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

ATION LIMITED

Notes on the Financial Statements icontinued)

5 Dividends

Drividends to ordinary shavehielders of the parent company

Ordinary dividends paid

~ fearth mierien dividend m respect of the previous
financial year approved and pmd :iu'lng the year ...

~ first interim dividend paid ... .

~ second intenm dividend pud .

= third mtenim dividend pasd e

2015 2014

Per share Tutal Per share Total
HES HESm HEKS HESm
037 14,250 [EE] 15,000

020 7500 027 D150

0,20 7500 024 9,250

020 7800 024 9.250

0,97 36,730 1.19 42,750

The Directors have declared a fourth interim dividend in respect of the financial vear ending 31 December 2015 of

HES17,065m (HES0.44 per ordinary share).

Dhistributions on otfver equily instrumen s

2015 2014
HEKSm HESm
U551,%00m Noatmg rate perpeiual subordmated loans
(imberest rate at one year US dollar LIBOR plug 3.84%0) ... nemamsm s s ssissrssssmans 655
9 Cash and sight balances at ceniral banks
2015 2014
HKSm HESm
"ilgllthnlm:sul:mlrulbunks s i 5 e o 135,259 140,252
151,103 156475

At 31 December 2015, the total amount placed with

central banks by the group, induded within cash and sight

balances at central banks, reverse repurchase agreements - non-trading, and placings with and advances to banks,

amaounted to HES290.052m (2014: HES277,37Tm).

10 Hong Kong Government certificates of indebtedness

Hong Kong currency notes in circulation are secured
Govemment certificates of indebtedness are held

by the deposit of funds in respect of which the Hong Kong
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11 Trading assets

1015 014
HESm HESm

Dbt securities : 178,358 231,734
Equity shares ....... 44,775 LW
Treasury and other eligible bills 43,607 102028
Lo 1T S 35,886 32,084

Hi2,626 40726

718 4,718
S01,908 407308

302,626 407026

Trading assels
- which may be repledged or reseld by coMLETPamies ..o
= mot subjedt 1o repledie or resale by countepamioes ..o

The amount of listed treasury and other eligible bills amounted to HES2, 164m as at 31 December 2015 (2014
HESE421m). *Other” trading assets pnmanly include settlement accounts with banks and customers.

a  Dabi securiites
s 2014
HESm HK3m
Listed
- listed in Hong Kong ........... . . - 30,458 25,104
e o e Y Ll M T N 92,479 134,650

122,934 159,754
e 22 434 71,980

178,355 231,734

Tzabed by miblic bodies
— cemral govarnments and camralbanks ...
-ty plblie sector et REE L L i

124,962 163,680
8115 5531

133,077 172231

Issued by

178,355 231,734

b Equity shaves

2015 014
HESm HESm

Listed
- I e 15,509 22,807
~ listed owiside HONE KOME ..o...oomimimimrsmsesrm s s es sy s e 28,584 17,600
44,093 0,407
b e e B s B TS 682 k]

44,778 41,180

Issved by

44,775 41,150
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

12 Derivatives

Denvatives are financial instruments that denve their value from the price of underdying items such as equities, bonds,
interest rates, foreign exchange rates, credit spreads, commodities and equity or other indices. Derivatives enable
users to increase, reduce or alter exposures to cradit or market risks. The growp makes markets in denivatives for its
customers and uses denvatives to manage its exposures to credit and market nsks.

Denvatives are carmied at fair value and shown in the balance sheet as separate totals of assets and habilities. A
description of how the fair value of denvatives 1= denved 15 set out in note 48,

Derivative assets and liabilities are only offset and reported net in the balanes sheet when there is a legally enforceable
right te offset and the cash flows are intended to be setiled on a net basis. Changes in the values of denvatives are
recopnized in accordmes with the group’s accounting policy as described in note 3(k).

Use of derivatives

The group transacts denvatives for three primary parposes; to create sk management solutions for clients, to manage
the portfolio nsk arising from client business, and to manage and hedge the group’s own risks, Denvatives (except for
denivatives which are designated as effective hedging instruments) are held for trading. Within the held for trading
classification are two types of denvative instruments: those used in sales and trading activities, and these used for sk
management purposes but which for varnous reasons do not meet the gualifying entena for hedge accounting. The
second category includes derivatives managed in conjunction with fAinancial instruments designated at far value, Thess
activities are desenbed more fully below.

The group’s denivative activities give nise to significant open positions in portfolios of derivatives. These positions are
managed constantly to ensure that they remain within acceptable nisk levels, When entering into denvative
transactions, the group employvs the same credit nsk management framework to assess and approve potential credit
exposures that it uses for tradifional lending,
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The notional contract amounts of derivatives held for trading purposes indicate the nominal value of transactions
outztanding at the balance sheet date; they do not represent amounts at nsk

Trading derlvatives

Exchange rale comirdls o,
~ spot, forward and future....... :
= options purchased ...
< oINS WITRET L

Interes rale Conmacls ..o
- forward and futre...........c.cocovemeens
1| L -
options purchased . ...conmiens
- oplions wrilten .,
| |- R

EquRY defiVALVES .ooomrosnaimirsisniminnns
Credit denvatives ..

Commeadity and other .
Total held for rading —....cooviiniimin

Trading derivatives managed in
conjunction with financial
instruments designated at Fair valoe

Inlerest Fale CONPIELE s

Cash Mow hedging derivatives
Exchange rate contracts ...
Intered rate contracts ...

Fair value hedging derivatives
Inlered rabe Conmacls e ian

Gross todal demivatives .o
BURRING, o mi s o
T ot e e

s 2014
Coniract Contract

amounis Assels Liabilities AMOUS Assels Liabilities
HESm HESm HESm HESm HEEm HESm
16,125,677 231,885 14,880,218 221 5% 203 420
11,665,620 122,743 117,563 1060, 552 112,297 104, 10
3252 583 109237 89,997 3422916 05, 168 86,955
515299 14,054 131 684,251 11,693 416
351,875 175 14,194 712159 311 11.541
15974328 136,607 138837 18,254,624 164.071 161,746
1,146,748 183 244 dAR T 41 i
14,514,463 133,507 132,784 17,593,936 160,827 158,539
54662 1,226 45 17,554 1677 105
51,718 T 1,532 70, 750 71 137
205,727 1,311 e 63,745 1,455 526
TIZ 026 27,515 31,330 1,084,221 37562 IZMT
432,544 2,800 2,790 150,108 1.644 1.659
92216 5920 2675 11482 5,737 6211
33,335,793 419,434 407,507 34.612.843 430,604 411.283
7342 [ 1n 140 B f
742 il 10 H.140 i fi
118323 1,511 994 45,047 5055 595
fid3, 8 171 127 54,040 T4 122
185,007 1,652 1,121 S, 08T 5029 717
217291 415 1417 1 50,560 297 1.304
33749503 411,591 410,055 34,871,030 436,114 413310
- [40.636) {40,636} - (46, 182) {44, 182)
33,749,533 380,955 369,419 34,871,030 3RG.934 367,128

a  Troding derivalives

Most of the group’s denivative transactions relate to sales and trading activities. Bales activities include the
structuring and marketng of denvative products to customers to enable them to take, transfer, modify or reduce
current or expected risks. Trading activities include market-making and risk management. Market-making entails
quoding bid and offer prices to other market paricipants for the purpose of generating revenues based on spread
and volume. Risk managerment activity 1s undertaken to manage the nsk ansing from client transactions, with the
principal purpose of retamning client margin,
Other denvatives classified as held for trading include non-qualifying hedging denvatives and ineffective hedging
denvatives and the components of hedzing denvatives that are excluded from assessing hedge effectiveness, Non-
qualifying hedging dervatives ane entered into for sk management purposes but do not meet the eritenia for hedge
accounting. Trading denvatives alse include denvatives managed in comjunction with financial instruments

designated at far value

12F
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Notes on the Financial Statements icontinued)

12 Derivatives jcomntinned)
b Hedging devivatives

The group uses denvatives (principally interest rate and currency swaps ) for hedging purposes in the management
of it own asset and liability portfolios and structural positions, This enables the group to optimize the overall costs
to the group of accessing debt capital markets, and to mitigate the market sk which would otherwise arise from
structural imbalances in the maturity and other profiles of its assets and liabilities.

The accounting treatment of hedging transactions vanes according to the nature of the instrument hedged and the
type of hedging transaction, Denvatives may qualify as hedges for accounting purposes if they are far value
hedges, cash flow hedges, or hedges of net investments in foreign operations.

Fair value hedges

The group's fair value hedges principally consist of interest rate swaps that are used to protect against changes in
the fair value of fixed-rate long-term financial instruments due to movements i market interest rates. For
qualifying fair value hedges, all changes in the fair value of the denivative and in the fair value of the item in
relation to the risk being hedged are recognised in the income statement. If the hedge relationship is terminated, the
fair value adjustment 1o the hedged item continwes to be reported as part of the basis of the item and is amortised to
ithe income statement as a vield adjustment over the remainder of the hedging period.

Ciains or fozses arizing from fabe valve hedges

s 2014
HESm HKAm

Gains/{losses):
O Bedg Mg IESITIBTIETIES e s iimin vt s s B i B (54) {419)
Om the hedged items attnbutable to hedged msk . L] 408
207 {111

Cash Mow hedges

The group’s cash flow hedges consist principally of interest rate and curmency swaps that are used to protect against
exposures to vanability in future interest and principal cash flows on non-trading azsets and liabilities which bear
interest at variable rates or which are expected to be re-funded or reinvested in the future. The amounts and timing
of future cash flows, representing both principal and interest flows, ane projected for each portfolio of financial
assets and liabilities on the basis of their contracal terms and other relevant factors, imcluding estimates of
prepayments and defaulis. The aggrepate principal balances and interest cash flows across all pontfolios over time
form the basis for identifying gains and losses on the effective portions of derivatives designated as cash flow
hedges of forecast transactions, Gains and losses are initially recognised in other comprehensive income, and
accumulated in the cash flow hedging reserve, and are transferred to the income statement when the forecast cash
flows affect the imcome statement.

Amount transferred to the meome statement in respect of cash low hedges included a gain of HES181m (2014:
HES9%m loss) taken to “MNet interest income™ and a gain of HES1,182Zm (2014: HEKS4,400m gain) taken to “Met
trading ineome™. The group does not have any qualifying cash flow hedges that involve nen-financial assets or
non-financial liabilities (2004 none).

The gaing and losses on ineffective portions of such denvativez are recognised immediately in “Net trading
income”. During the wvear to 31 December 2015, an insignificant amount was recogmised due fo hedge
ineffectiveness and termination of forecast ransactions (2014 insigmficant amount),
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12 Derivatives jcomntinned)

The schedul e of forecast principal balances on which the expected interest cash flows arise as at 31 December 2015
is a8 follows;

More than 3 Syearsor bess
3 months merniths bait bess bt meore than
or less tham 1 vear 1 year
HESm HKSm HESm
At 31 December 2015
Cash inflows from BESES ..o s 103, 693 123,920 GE67
Cash cutflows from liabilities ... {12.960) (22,468} {11.525)
Mt cash WS e 0,733 101,452 £4.154
AL 3| Drecemiboer 2004
Cigh IS TROM BEZME . vvviv s st mimatsriabermp s b mes 3540 72498 4%,135
Cash cutflows from HABEHUES ..o e i s s (9030 (19,424 {1 5445)
Poed gl WS e X795 53074 26490

¢ Unobservabie inception profits

Any initial gain or loss on financial mstruments where the valuation is dependent on unobservable parameters 15
deferred over the life of the contract or unti] the instrument 15 redeemed, transfermed or sold or the far value
becomes observable, All denivatives that are part of gualifying hedging relationzhips have valuations based on
observable market parameters,

The table below sets owt the aggregate unobservable inception profit vet 1o be recognised in the income statement
at the beginning and end of the vear with a reconciliation of the changes diring the vear,

2015 2004
HESm HESm
Balance at | Janaary .. o b s o bt el b e i L 107 7.
Deeferrals on new lrmmms o 3 33
Redisction due o amorisation ... e 5 {171} {103)
Rediection due 1o rodmpnmmlnfwnsfm mmn-d drmwhulnt:r-'riﬂ: hedged (225) (14)
Exchange differences and others .. 3 (1N
Balanmce 2t 31 DeommiBer oo i s s b T 107
13 Financial assets designated at fair value
015 014
HESm HESm
TR BT I o e o S S s S vy 17,755 17,238
Equity shares ... 80,270 80,957
Treasury and nlh:r ¢I15|hl: I:-|I!5 1,070 -

29,ir35 98,195

Treasury and other eligible bills are unlisted.
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

13 Financial assets designated at Gair value feontinwed)
a  [ebt securitios

2015 1014
HEKSm HESm

Listed
— Digted i Hong BOmE .o i i b i L s i e e g i b ki

2229 21388
7350 7485

9,555 AT
T e i B e 5,167 1363
17,755 17.23%

Issed by pablic bodies
— cemral governments and cemralbanks ...

Gy 1.1
- P e R L LT et T

293 T84
1,638 1,978

lesed by other bodies

8433 6,172

7683 8058
17,758 17.238

b Equity shares
1] B 20014
HEKSm HESm
Listed
— listedd il HONE BIOME ..ot e s et e s
— listed outside HONE BIOME ..o i et s s e s

6,405 8788
31,221 i1

38,126 46,062

80,270 20,957

Issred by

. i i ] 2,500 3010
OIS AMMIE B .. i e s s o i s s 4 P e

77,769 77047
50,270 50,957

14 Nen-trading reverse repurchase and repurchase agreements

Mon-trading reverse repos and repos with customers and banks are set out below:
205 2014
HEKSm HE $m

Asarls
Customers ...

168,955 176,545
43,791 41.756

212779 118901

Liabilities
T OMIULE o . i o e s  T 13,383 26,751
I MIOMMIIER - 1 . i w5 s g e s 4 s ks 2,573 16238

16,155 28379
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15 Loans and advances (o customers

a  Loans and advances lo cusfomers
2015 pi]
HKSm HESm
2,773,519 1825736
{11,529) {16.520)
2,762,290 2.515.214

Gross loans and advances (0 CHEBMIERS ..o s s e seers i rre s reraee
Impaimment allowinces (nole FEETE v i

b dnalysiz of loans and advances ro customers based on categories used by the HEBC Gronp

The following analyvsis of loans and advances (o customers iz bazed on the categones uzed by the HSBC Group,
including the group, to manage associated nsks.

2E HHESm HHE%m HESm

Besidential mosigages' ...
Credit card advances ..

TR RETEAOTED - o105 0300 651,349 TAT 1,028,522

Commercial. mdustrial and miemational Urade ... 419,589 405,594 §15.153
Commercial real e4ale ..
Other property-relsted landing i
L T S 6,292 2454 8776
DT CORMTIEIEIR ..o s ek s i e e S 133,718 145,632 279350

Tolal coaporate and commercial ... R AR 953,510 h83,542 1,637.052

Mok fnancial matingions ., i

i T o A e S 65,149 43,0046 108,245

Giross loans and advances 1o CEOMIES ... 1,680,008 1083 811 2773819
Indivicheally assessed impairment allowances .. (2,165) (4.875) (704
Collectively assessed impairment allowances . {1.979) (2510} (4.459)

1673 564 1.086,426 T62.290

et loans and advances o usomes ..o
2014

Residential MOABAEES' oo muimismamisimimmii s s s s 439451 18342 TILA
CANET PETSONAL | ovesmivainsmsarnsninim s v s s 122.613 TRETH 203,283
e el < e e e e 617,007 37575 1,004 587

Commercial, mdustrial and intemational trade ... 416,750 440,967 857,726
COEIEPEI R POl BEEBIE i v 0 P R i e S a1 200,103 75,631 76,734
Other property-related lading ..o s rmeesm sii———. 203,850 62,810 2065, 6600
CAVEMINENL 1o ‘ 6,613 2,654 6T
O COMEIEEEIE]. ......ouicii oo iirmien sotsmsmiisb e marad s s a s e e e et 150,314 151,930 02,244

Total corporate and commercial ... G478 630 733,902 1,712,631

Non-bank financigl MStMIONS ... s 61,364 42,747 104,001
Betbament BECOEILE ..o i i i e s e e e s s 1587 G215 4.512

65,151 43372 108,523

Gross loans and advances 1o customers .... 1.660,797 1,164,939 1,825,736
Indevicheally asmessed impaimment allswances | £ {2411) (3555 {6,299
Collectively assessed impaimmemnt allowances oo, 12,103 (2,118 {4.221)

Tobil Bl < ssiaiis i mirimis

et loans and sdvanees 10 QUEOMES ..o s 1,656,283 1.158,933 1815216

1 Resdeniiod mergagees include Hong EKong Ceovernment Flome Cwanership Schewe loars of HER2 7 700w (2004: HES26,67 Imil.

The geographical information shown above has been classified by the location of the principal operations of the
subsicdiary and by the location of the branch responsible for advancing the funds.
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

15 Loans and advances to customers {continwed)

¢ Loans and advasces to customters inclide equipment leased to customers wider finance leases and hive purchase
contracts Raving the characreristics of fimance feases

2015 2014
Present Present
value walue
of the Unearned Tolal of the Uneamed Tolal
miniEnm Tature miinimuamn i fuuuare minim
lease finance lease lease finmce lewse
paymenis Income paymenis paymenis income payments
HEKSm HEKSm HEKSm HESm HESm HESm
Amouns receivable
~ Within one year . 2494 687 181 2.756 GRS 3445
~ After one year bul wuhm
EIVE VOIS i aiterimrraretimines 8152 1,893 10,045 8743 1012 10,755
— After five YEarS ..o 17,999 3004 21,013 16,663 2545 19,208
18,645 £.594 3,230 18162 5. M6 33 408
Inpairment allowances ..., 26) (13}
Mt investment in finance leases
amdl hire purchase contructs ... 18,619 8119

16 Impairment allowances against loans and advances to customers

a  [fmpairment allowances against loars and advances 1o customers

Tndividually Colbectl vely
asuesset assessed
allrwanoes nllwanoes Tatal
2015 HESm HE4m HESm
Amounts written off .. - - {1,505) (3,109} (4,614)
Recoveries of loans md a.dﬂmc:s written off in prmu.ls y:an s 97E 1283
Net charge to income stateeent {note 4i11) . 2316 2,654 4972
Unwinsiang of discount of oan | mpmmtml . (210} 167} 277
Exchange and other adjustments ... (165} {1941} {355)
AL 31 Drevember (nole FHRED) o s s 7,040 4,489 11,539
2014
AL January o 007 4454 9,501
-’Jnuumg'l.'.nllm n‘l’f .......... i {1,346 [3,356) (4,728
Recaveries of boans and advances wrilten of ¥ i previous years . 156 1,028 1185
Met charge (o income staterment {note 40i)) ... 1626 2272 4,898
Unwinding of discount of loan impairment .. [136) ] {21%)
Exchange and olher adjustmiemls ..o s s s s s 12 (139} {127}
AL 3T DTN (TUODR: T ST ivaiocarasons maution s ot vt i 4 B i s 6,254 4,221 10,5200
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16 Impairment allowances against loans and advances to customers {conttiued)

b Impairnet affowarnces on lomes and advances fo custonners

Impaared loans and advances to customers are those loans and advances where objective evidence exists that full

repavment of pancipal or interest 13 considered unlikely. Individually assessed allowances are made after takang

into account the value of collateral in respect of such loans and advances.

The geopraphical information shown below has been classified by the lecation of the pnncipal operations of the

subsidiary and by the location of the branch responsible for advancing the funds.

Rest of
Hong Kong Asla-Faciflc Tuodal
HE S HESm HESai
AL Deoember 2013
Gross loans and advances to customers
Indivichially assessed impaired gross loans and advances ..o 5,781 11,0W15 16,786
Collectively assessed .o 1,674,227 1,062 86 2,757,033
— Impaired loans and advances ... T28 . 1,617
~ ton-impaired loans and advances ... 1,673,499 1,081,917 1. 7T85, 416
Tolal gross [oams and advances o cudomers ., 5 1,680,008 1053811 2.773.519
Impalrment allowances ... (4, 144} 17, (11.529)
- Individunily assessed ... {2, 165) {4.575) (7, 0400
- Collectively assessed ... 1,979 b ] 4, 459)
Tk Don -G BAVIRIOEE oo iasimina iimsvarstvasm s s s i i st s 1,675,864 1056426 2,762,299
Fair value of collateral which has been taken mto account in respect
of individually assezsed impaired loans and advances Lo customers. ... 2360 5153 7.513
Indivichially assesmed impaired gross loans aiwd advances as a
percentage of gross loans and advances 1o CUsIomErs ... 0.3%, 1. 0.6%a
Total allowsnces s a percentage of total gross loans and advances ... 0.2%h 0.7%% 0.4%
AL 31 Devember 2014
Gross loans and advances to customers
Indivichmally assessed impaired gross loans ard advances .oonen 5297 2218 14,515
Collectively assessed 1655 S0} 1155721 1811321
— Impaired loans and advances ... [ 770 1,372
— Won-impaired loans and sdvances ... 1654 898 1,154,551 2809, 849
Totzl gross leans and sdvances to customers . 1,660,767 1,164,939 1,825 736
Impairment allowances ... [d,514) (6, 006) {10.520)
— Individually assessed ... ks (2411) {3.888) {6,204
= OIECIVELY BRBEERO .. i it o s ey S A e [2,103) {2.118) {4,231}
ek Moo i RAVIORE . ... i i cevei s iivmrmims it bbb ames s bt 1 656,183 1.158.933 1815216
Fair value of collateral which has been taken mto account in respect
af individisally assessed impaired loans and advances 1o customers. .. 1,767 3373 5,140
Indivicually assessed impaired gross loans and advances as a
percentage of gross loans and advances 1o cstomers ... 0.3% 0.8% 0.5%
Total allowances as a pereentage of tolal gross loans and advanees ... 0.3% 0.5% 04%
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued

16 Impairment allowances against loans and advances to customers {contined)

For individually assessed customer loans and advances where the industry sector comprises not less than 10% of
the group’s total gross loans and advances to customers, the analysis of gress impaired loans and advances and
allowances by major industry sectors based on categories and definitions used by the HSBC Group is as follows:

Total gross Gross  Individually  Collectively Nt new Advances
boams and impalred asseased assessed  Impalrment wrltten.off
advances wilvances allwances allowances nllvwanoes I year

HESm HESm HESm HESm HESm HESm
AL3 December 2015

Residential mogages ..o 733,225 1,738 (169} (55) 24 48
Commercial, mdustrial and

intemeational trade ... §2135,153 8.543 4.513) (2110 Logd 1,155
Other commercial .. 279350 4,133 (1, 564) (433) 555 187
At 31 December 2014
Residential mongages ..o 722 493 2,030 (= 41 [T T 131
Commercial. mdustrial and

intermational trade ... 857,726 6,951 (3,820 {2,180 1,583 il
‘Ogher commergial .. 302,244 3756 {1 A70) (211 00 57

Impairment i3 assessed collectively to cover losges which have been incurred but have not vet been identified on
loans subject to individual assesament or for homogeneous groups of loans that are not considered individually
aignificant
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16 Impairment allowances against loans and advances to customers {contined)

¢ Overdue and reschieduled loanz awd advarces fo customers

Hong Kong Rest of Ada-Padfic Total
HESm oy HKSm Cr HKSm =0
Al ¥ December 2013
Gross amoumnts which have been
overdue wilh resped 1o either
principal or interest for:
- more By three meonts bl
le=s tham six moaths ... 1,081 N 1,712 02 2.793 0,1
more e 3ix menths but
less tham one year ... 1698 1 1,268 0.1 1.6 01
= more tea one Year ............ 2344 .1 1,951 03 5295 0.2
5113 n3 Al 0.6 11,054 0.4
Indivicheally assesed impainment
allowances made in r:ﬁp@clu-ll'
amounis overdue .. e (1. 609) (3 355) (4.964)
Fair value of collateral held m
resprect of amounts overdue ... 1,643 1,520 3463
Rescheduled loans and advances to
[ETE-15 y) 1 o 409 K] 31M 03 33543 0,1
Al 3] December 20014
‘Gross amounts which have been
overdie wilh resped 1o cithe
principal or interesl for:
mese tuan ihree months bt
le=s tham six moaths. _............. 624 00 2,023 0z 2,647 a1
- more than gix months but
less tham one Year ... 452 0.0 Téd 0.1 1.216 ]
= moge than one vear ... 2034 0.1 2088 0.2 4,209 0.z
100 0.1 A4,97% s 3072 03
Indivicheally assesed impaiment
allowances made in r:spccl of
amounis overdue .. DL {1,235} {2,365) {3,500 )
Fair value of collateral held m
respect of amounts overdue ... 1,044 1,805 2949
Rescheduled leans and advancesto
OUSETIETE .o i 431 ] 13158 0z 114 0l

1 Percewtages shown asa proportion of gross loans and advances fo customers.

17 Impairment and rescheduled amounts relating to placings with and advances to banks and other assets

There were no zignificant impaired or rescheduled placings with and advances to banks, nor overdue or reacheduled
other assets a3 at 31 December 2015 and 31 Degamber 2004, Information relating to overdue balanges can be found in
the Risk Report.
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued;

18 Financial invesimenis

015 2014
HESm HESm
Treasury and oher eligible bills
= AL OTE TG - o5 o oo s i a1 el 0 PR 691,636 544 536
Dbt securities, exchuding certificates of depost
= held-to-maturity . oo, i 215,995 169277
- available-for-sale . TH0, T 595378
Certificates of deposit
= D NOTERMBTILY +omvmsrssnrinem o smsmssmsss v s s s erma s s s A 12,601 13.349
available-For-sale Mk S PO g A 76,037 84,822
Equity shares
avatlable-for-gle ..o 9,065 449131
l;?lﬁé-ﬁ I,-IS&d-‘JS
Fiianeial investments
- which may be repledged or resold by counterpanties . 930 2,001
- foot sulyject 1o repledee o resale by CouMEParties ... 1,705,107 1,454, 402

Treasury and other eligible bills are largely unlisted.

17060448 1 456,453

a  Held=to-matarity debt securities, including cortificates of deposit

Hook value Fair value
2013 2014 2005 2004
HESm HE%m HESm HE Sm
Lasted
— listed in Hong Bomg ... 11,200 7961 11,507 %348
= listed outside Hong KONE .o ansisimin s 61,922 ASET0 04,338 41755
74,128 46,831 75846 50,103
B R R o e L R b 154 471 135,705 160,074 1405632
236,509 182626 235920 190,735
Ismeed by paiblic bodies
= cemral governments and centmlbanks e 5,507 5336 6584 LELE
~ other puablic sector entilies ... 15676 17,118 26,851 18067
31,583 22451 33AIE 24,106
[ssued by
o BERRS e e 20,955 77303 93,945 J0 468
— CONPORREE EIMIEES ..ot 106, il 82872 108540 B6161
235,599 182,626 235.920 [5. 735
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18 Financial Investments {continwed)
b Adwveilable-for-sale debt securities, imelnding certificates of deposit

2015 2014
HESm HESm

Listed
listedd oui@de HONZ KOME oo srssm s s s soss s sssssemsess sy svmsiss s e

30,527 0,774
517212 428,835

£45.039 A48, 60
I e e P e 238,707 230,501

THA.TAE 680, Jik)

leswed by public bodies
— ceniral governments and cemralBanks ..o e i s s

574,173 463,659
72658 58,188

6,831 521,047

Iszped by

98417 108, 652
— COMporale entilies ..o

41493 49,461
756,746 G20, MM

¢ Available-for-sale equity shares

015 2014
HKSm HESiH

Listed
~ T i HOE BUOMME .o oot i e e s e b4 e e s bt e 2 e 1 bt S
— lised otsde HONE UM « oo imimiinisiiin oo s i m i sssim s s bt s s s s

405 160
JA05 42,736

3510 43,086

9,065 49,131

4,651 4,167
4414 4,964

9065 45,131
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued;

1% Assets transferred, assets charged as secority for liabilities, and collateral accepted as security for assels

Financial assels pledged to secwre liobilities

s o4
HE%m HESm
Treasury bills, dobt securities, equities i EPOSIIE ..o s s e e s 118,762 119845

The above table shows assets where a charge has been granted to secure liabilities on a legal and contractual basis.

These transactions are conducted under terms that are usual and customary 1o collateralised transactions including,
where relevant, standard securities lending and repurchase agreements,

Transferred financial asseis not gualifving for full devecognition and associated financial liabifities

2015 2014
Carrying Carrying Carrying Camymg
amam il of amount of ammmant of ameunt of
iransferred assoclated transfemred assaciated
assels liabrilitles assels liabilities
HESm HESm HESm HESm
Foepurchise BERCEMENIE e 16,035 14,5830 18,194 18,100
Securities [ending SEreEMIEHS .occi s iss s 1,655 1 5,165 34
17697 14,831 13,359 18,134

The fnancial assets shown above inclede amounts transferred o third parties that do not qualify for derecognition,
notably debt securities held by counterparties as collateral under repurchase agreements and equity secunties lent
under securities lending agreements. As the substance of these trmsactions 15 secured borrowings, the collateral assels
continue 1o be recognised in full and the related liabalities, reflecting the group’s obligation to repurchase the
transfemed assets for a fixed price at a future date, are also recognised on the balance sheet, As a result of these
transactions, the group is unable to use, sell or pledge the transferred assets for the duration of the transactions, The
group remains exposed to inferest rate nsk, credit nsk and market nsk on these pledged imstruments. The
coumterparty’s recourse is not limited to the transferred assets.

Collateral accepted as security for assets

2015 014

HESm HESm

Fair value of the collsteral parmitted (o sell or repledge in the absence of default ..o a9, 184 EFLUR G
Fair value af collseral sctually sold or pepledged ... s i s s e 56,451 G146
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20 Imvestments in subsidiaries

The principal subsidianes of the Bank are:

The group’s
Interesd in
Bssued share
Place of Principal  capital | regiuered
Incorporation activity  or charter caplital
Hang Seng Bank Limited .. et b e Hong Kong Banking 62 14%
HSBC Bank (China) c‘mmy Lumnod BRSSP PRC Banking 100f%
HSBC Bank Malaysia Berhad ., Malaysa Banking 10084
HSHEC Bank Augtralia L'Lmiltd" & Ausiraliz Banking 100RG
HSBC Bank (Taiwan) Limited” .o Taiwan Banking 100
HSBC Life (International) Limited” ... Bermuda Retirement 100
bemefits and
life nsurance

1 Pfo;ft':ﬂqmﬁﬁcaffﬂm
2 Held indirecily

All the above subsidianes are mcluded in the group’s consolidated financial statements, All these subsidianes make
ther finenaal statements up to 31 December,

The principal places of business are the same as the places of incorporation except for HSBC Life (Intermational)
Limited which operates mainly in Hong Fong.

The proporticn of voting nights held is the same as the proportion of ownership interest held.

The pancipal subsidianes are regulated banking and insurance entities in the Asia-Pacific region and, as such, are
recquired fo maintain certaim minimum levels of capital and liguid assets 1o suppon their operations. The effect of these

regulatory requitements is to limit the extent to which the subsidianes may transfer funds to the Bank in the form of
repayment of sharcholder loans or cash dividends.

Swhsidimy with moterial nen-controlfing interest

2018 w014

Hang Seng Bank Limited
Crwnership interest and votng rights held by non-controllmg iNEreds .o 375605 37.86%%

HESm HESm
Prafit atlmbuwtable to non-contrelling interests .. 10409 378
Acaumulated non-controllmg intereds of the mbﬂdm‘y . 5120 50,057
Crividends paid 1o non-controllmg inlerests ... e e e S A e 4053 3.981
Summarised financial information (before mira- gmup dmmumus‘.l
~ Assels | A S P D s 1,334,415 1,263,950
- Lmb:htr:s e e e e R 1,192,448 1,124,787
= Met -:p:nlm,g InComme b:l'mim |m|:lnim=|1|: 41,950 28570
- Profit for the vear.. Ry 27494 15131
= Cher ¢I.!I|1p|‘¢h¢rl-'5|\= ml.umr: ‘ " {13, 700§ 19,504
— Total comprehensive MBOMIE ..o i i i s b e b st s st b e 13,794 14,935
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements (continued

21 Interests in associates and joint ventures

2015 2014

HE3Sm HE3m

e I IR i e e e e e e 115328 112,283
Goodwill ... e e R e A i b e s i i s T S e Y 4,042 4,236
lmmglbleml:b u i 123 194
Defn*mlm o1 |an|-3!lr|:mx ai —— 31) (48}
122438 116,654

At 31 December 2015, the group’s inferests in assocates amounted to HES121,92%m (2014: HES116.134m).

Azsociate

(i} Prircipal associate

The group”s Interest in
Place of incor paration issued share capliial
Bank of Communications Co., Ltd. oo snssseonen POOpIE'S Republic of China 19.03%

Bank of Communications Co., Ltd. 15 lsted on recogmsed stock exchanges, The far value represents valuation based
on the quoted market price of the shares held (Level 1in the fair value hierarchy) and amounted to HKE77,039m at 31
December 2015 (2014: HES101,918m).

Bank of Communications Co., Limited (*BoCom*)

The group’s investment in BoCom was equity accounted with effect from August 2004, The group’s significant
influence in BoCom was established as a result of representation on the Board of Directors and, in accordanece with the
Technical Cooperation and Exchange Programme, the group is azsisting in the maintenance of financial and operating
policies and a munber of staff have been seconded to assist in this process,

Impairment festing

At 31 December 2015, the far value of the group’s investment in BeCom had been below the carmying amount for
approximately 44 months, apart from a short penod i 2013 and bnefly during the fist half of 2015 As a resalt, the
group performed an imparment test on the carmying amount of the investment in BoCom. The test confirmed that there
was no impairment at 31 December 201 5.

At 31 December 2015 Al 31 December 2014
Carrying Fair Carrying Fair
ViU amonl value ViU amount value
HEShn HESbn HEShn HESbn HE Sk HE Sk
Bank of Communications Co., Limited ............. 1321 1195 bt} 121.7 1138 11
140

336/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

21 Interests in associates and joint ventures feomfinued )
Basis of recoverable anount

The impaimment test was performed by companing the recoverable amount of BoCom, determined by a value in use
("WIU") caleulation, with 113 camying amount. The VIU calsulation used discounted cash flow projections based on
management’s estimates of earmngs. Cash flows beyond the shori to medium-term were then exirapolated in
perpetuity using a long-term growth rate. An imputed capital maintenance charge ("CMC') is calenlated to reflect
expected regulatory capital requirements, and 13 deducted from forecast cash flows. The pnncipal inputs to the CMC
caleulation include estimates of asset growth, the matio of nsk-weighted assets to total assets, and the expected
regulatory capital requirements. Management judgement is required in estimating the future cash flows of BoCom.

Kev assumptions in ViU calenfation

Long-term growth rate: the growth rate used wasz 5% (20014: 5%) for periods after 2018 and does not exceed forecast
GDP growth in manland China,

Long-term asset growth rate; the growth rate nsed was 4% (2014; 4%) for periods after 20018 and this is the rate of
growth required for an assumed 5% long-term growth rate in profit,

Discount rate: the discount rate of 13% (2014 13%) is derived from a range of values obtained by applying a Capital
Asset Pnoing Model ("CAPM') calculation for BoCom, using market data. Management supplements this by
comparng the rates derived from the CAPM with discount rates avalable from external sources, and the group’s
discount rate for evaluating investments in mainland China. The discount rate used is within the range of 10.1% to
14.2% (20014: 11.4% to 14.2% ) indicated by the CAPM and extemal sources,

Loan impairment chargs as a percentage of customer advances: the ratio used ranges from 0.7 1% to 0.78% (2014
0.73% to 1%) in the shon to medium-term and are based on the forecasts disclosed by external analysts. For peniods
after 2018, the ratio is (.7% (2014: 0.65%), slightly higher than the historical average.

Risk-weighted assets as a percentage of total assets: the ratio used was 67% for all forecast penods (2014: T0Ps to 72%
in the short to medium-term and 70% in the long term). This is consistent with the forecasts disclosed by external
anal vats,

Cost-income ratie: the ratio used was 41% (2014 ranged from 40.0% 10 42.4%) in the short 10 medium-term. The
ratios were consistent with the short to medivm-term range forecasts of 40.3% to 40.7% (2014: 37.2% to 44.5%)
disclosed by external analysts.

Sensitivity analyses were performed on each key assumption to ascertain the impact of reasonably possible changes in
assumptions, The following change to each key assumption used on its own in the VIU caleulation would reduce the
headroom to ml.

ey assunplion Changes to key ausunption to redece headroom to nil
+ Long-term growth rate * Drcrease by 62 basis points
# Long-term asset growth rate & Incresse by 62 basis points
» Discount rale # Increase by 82 basis poims
« Loan impammient charge as a peroentage of customer advances  « Increase by 14 basis poinls
* Risk-weighted assets as a paromntage of todal assels + Increase by 466 basis ponts
» Cost-income rilio + Increase by 277 bass pomts

The following table further illustrates the impact on VIU of reasonably possible changes to key assumptions, This

reflects the sensitivity of VIU te each key assumption on its own and it is possible that more than one favourable

and/or unfavourable change may oceur at the same time,
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

As wl 31 December 2015

HESbn
Carrying amount; 1193
Lowig-tariin gromhi FALE ......omiimcumimsmmans

VIU i
Inm[dm: m ‘n’[LI

Long-lerm assed growih mle .o
Increase/{decrexsel in VIU ...

Discouml rate .
VIU | "
Inumﬂ:dm‘ﬂm] m ‘-"[Ll

Loan impairment charge as 3 percentage of
customer advances ..
VI .. e
Inrrmtdu.mi n 1- [l:r

Risk-weighted assets as a percenlage of Lofal
aasels
VIU . 2 )
InuTmf[dm]m‘-[U e e

Cost-income MHO .. i
VI ..
Inn‘mftdmnsﬂ m ‘-"[U Sl

MNotes on the Financial Statements (continued

21 Imterests in associates and joint ventures {comtimed|

Favourable Unfavourabie
change Current madel change
+ 100sps e -2 105
1572 1321 95,6
151 (36.5)
~Sips A% + 1 s
1412 1321 17
9.1 (21.4)
~150ps 13% + 110hys
1643 1321 1157
Ly ] (16.4)
0.7 0% throug hout 2015 to 20018: 0.71% o 0.78% 2015 to 2018 0.85%
2019 onwards: 0,7 2019 onwards: 6,732,
1332 1351 1268
1.1 (3.3}

-A5ps 67% throughoui +10bps
1411 132.1 131.9
94 (0.2}
-280bps. 41% throughout «120hps
1436 1321 126.7
1.5 (540

Based on the forecasts disclosed by extenal analysts, management estimates that the reazonably possible range of VIU

15 HELS95 9bn 1o HKS175.6bn.

Asat 3] December 20014
HESbn

L owig-termin gronthi FLE ......oommimcimimsmemiains
VI ., inds e s
Inm[dm] in ‘n"[U

21 = T R e e e s ey )
ViU ...,
Incréase{decrexse) in VIU .o,

Lovean imipairment charge as 3 p:rl:muge of
CUSOTET BEIVINCES e i
VIU .,
Inuust."l:dn:rﬂu: in \’[[I

Hlﬂ\-\\'l:-'l,!:hlﬂd Aswels a5 0 pcn:l:nl:g:ﬁ:l'mul
aRels
VILr
Inm‘idmi mn "n"[LI

COR-IREAME THUD ©ormriimism s s
VILT ..
Irr:rm:-"td@rrnsc: m ‘n"[LI

Favourble Unfavourable
change Current mosdel changs
+S0bf + 1 Dl S0P -5} B
1320 1439 120.7 112.5 Ig 3
1.3 2.1 (9.2} (174
-5 =100bp 13.00% + Sy 4100k
1302 140.1 121.7 1142 107 6
KS 154 {7.5) {ERY
0.6 5%5 throughaout 2004 - T018: 0.73% 10 1.00%  1.00% from 2004 to 2018
2005 enwands 0,65% 2019 omwards: 0.65%
125.5 §21.7 1138
38 (3.9)
2014 = 2018: T0PG 1o T1%
-1 -200bp 2019 enwards: TR + |k +200bp
1239 12464 121.7 119.2 165
2 4.7 (2.5) (4.5}
2014 = 2018: 40,00 10 42.4%
=S =1 i 2019 onwards 42 4% + 50 +100bp
124.1 1267 121.7 1192 &%
24 50 (2.5) [E R
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Sefected finencial bformation of BoCom
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The statutory accounting reference date of BoCom iz 31 December. For the vear ended 31 December 2015, the group
included the associate’s results on the basis of finincial statements made up for the 12 months o 30 September 2015,
buit taking mto account the financial effed of signficant ransactions or events in the penod from 1 October 2015 to 31

December 2015,

Selected balance sheet Information of BeCom
Cash and balances at central banks ...

Loans and sdvances to banks and other financial 1|15| ||.ut|m5

Loans and advances 1o cudomers ...,
Cther financial 215 oo
Caher RSBElS i

Dreposits by banks and other financial instilutions ...
CUSam e A00oUms ...,
Cther financial lisbalities
Other liabilities ......cocoiiiiiins

T T RS o it e e e
Todal equity .-

Todall equity lem:'b]:l.cl
— ordinary shardholders ...
= mon-controlling inl.trﬁ:ls..
~ preference sharchobders ...

Al AL

30 Seplember 30 September

2015 2014

HESm HESm

S 1,121,451 1,165,846
H59,625 620, 206

4344068 4,248,285

1,526,670 1,387, 509

54827 353,438
B606.671 7775 284

2,024,465 1,628 358
5362887 5,148,337
363,737 123,852
227311 196,712

7978400 7.197.159

628371 578,025

Reconciliation of BeCom's met assets to carrying amount in the group s consolidated

Mmancial statemenis
The group’s share of net assds ...
Addd: Goodwill e
Add: Intangible nssets

Selected income statement information of BaCom
Mel mteresl MOomIe .o

Met Fec and commission income .
Lon impairment charges ...
Depreciation and amonisation
Tax expense ...
Profit for the year -
Ciher comprehensive income
Todal compiveliensive nCome .

G, TT2 STSAI
3687 2601
17,8612 -
115497 106,539
393 4122
92 145
119,523 113,706
For the 12 months ended
30 S eptember
s 2014
HESm HKSm
173,631 170,833
42,113 37,157
(29,.245) {27,209
(7,842) (7.136)
(23.073) (24,055}
52,437 B2 405
2919 1,681
85,35 B4, 086
4841 4,629
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued;

21 Inferests in associates and joint veniures jeomtined)

fii} Cither associales

Summarised aggregate financial infornation in respect of asrociates not individually material

15 014
HESm HESm

WA T VM o s i e s s 5 e A i e A SR 2,407 133

Thi groip's shage of:

- Assels .77 7

- Profil or less from continumg opastions 229 31
g LT T T R e A RS T T SR E S e e e 129 31

Other expense related to investmen in & associste;

At 31 December 2015, the group’s share of associates” contingent liabilities incurred relating to the group’s
interest in associates was HES303,980m (2014: HKS359,524m).

12 Goodwill and intangible assels

Goodwill and intangible assets includes goodwill ansing on business combinafions, the present value of in-foree long-
term insurance business, and other intangible asaets

2013 2014

HESm HESm

Present value of in-force longsterm insurmice BERINESS ... ..o semsmsm s s s mssssmsss s 36,597 32,389
Cther IMEAMETBIE BEREIE ..o oo s o er e e e e et e e 6317 6,310
49,568 45078

a  Goodwill
2018 2004
HESm HESm

Elt:h:ngc A OUET TEIONEITIEIIIS ..o svosiese s sses s ste s e s ens 1 et 088 8 st 35} 17

el broglc VAR Bt T DREOEIMDET - icici o osas oo im0 5 s i 5 8 i 6344 6379

Segmental analyvsis of goodwill
018 2004
HESm HESm

24 4
TEN TE0
52 82
1,657 1302

Hong Kong - Commencal Bankmg .....ocociin
Heng Kong ~ Global Banking md Markels
Rest of Asia-Pacific — Retail Banking and Wealth Management
Rest of Asia-Pacfic - Commercial Banking ... " J018 33317
Rest of Asia-Pacific - Global Bankng and Markels o By B84

Tostal goodwill in e OOUTE NI ,..uvicim:imiiosismismsiinsionismsmmisosisats i smiisseses s ngsimsvasssm i emsvmss 6344 6,175

144

340/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

22 Goodwill and intangible assets {continwed)

During 2015, there was no impairment of goodwill (2004; nil). Impairment testing in respect of goodwill is
performed annually by comparing the recoverable amount of cash generating units (*CGUSs"), determined at 1 July
2015 hased on a value in use caloulation, with the camying amount of the CGLUs, That calculation uses cash flow
estimates based on management’s cash flow projections, extrapolated in perpetuity using a nominal long-term
growth rate based on cument Gross Domestic Product for the countries within which the CGU operates. Cash flows
are extrapolated in perpetuity due to the long-term perspective within the group of business units making up the
CGUs. The discount rate used is based on the eost of capital HSBC allocates to investments in the countriies in
which the CGL operates,

The cost of capital assigned to an individual CGU and used to dizcount its future cash flows can have a significant
effect on its valuation. The cost of capital 15 generally denved from an appropnate capital asset pnang model,
which itsell depends on inputs reflecting a number of financial and economic vanables, including the nsk-free mte
in the country concemed and a premium to reflect the inherent nsk of the business being evaluated. These vanables
are established on the basis of management judgement,

Management judgement is required in estimating the future cagh flows of the CGUs. These values are sensitive to
the cash Mows projected for the periods for which detailed forecasts are available, and 1o assumptions regarding the
long term susiainable pattern of cash flows thereafter. While the aceceptable range within which underdying
assumphons can be apphed 15 governed by the requirement for resulting forecasts to be compared with actual
performance and verifiable economic data in future years, the cash flow forecasts necessanly and appropriately
reflect management's view of future business prospects.

Twa key assumptions upon which management has based ifs determuination of the recoverable amount of the CGLU's
are the discount rate and the nominal long-term growth rate. The discount rates used in the impairment test in 2015
were in the rmge of 8% to 11% across different CGUs. The nominal long-term growth rates used in the
impairtment test in 2015 for Hong Kong and Rest of Asia-Pacific were 5.9% and 6.5% respectively.

b The present valfue of insforee long-term isuranee business {PUVTF')
(i} PVIF specific assumptions

The following are the key long term assumptions used in the computation of PVIF for Hong Kong, being the
main life insurance operation:

2015 014
Weighted average fisk 068 TRIE ..o osimismmmm s or s i 1.82% 1 86%5
Weighted aversee risk discomnt rale | 6.51% TAXH
TP WUEMREION «cn.m o mim mmetf  mm d m m m A0t 100
(iilMovenent in PVIF for the year ended 31 Decembor
018 2014
HESm HEAm
Value af nes business writlen during the YEIr ..o e 4,972 5317
Movements asising from in-Torce bisaess:
o ok L S S T (2.518) (1,7801)
~ EXPATICNOE VATIANCES (1.36) iy
= changes in OPErating QSRUMPMEMIE ... oo corsressssssmsasssiaimssmsms s wassssmssisins 752 (731)
I eStent PENTH VRFTBINEES o1 omiraissiars o s i arss stiarsa v s e e it s rarni i e 1,592 t=4]
Changes in investiment asumplions . (" &9l
ey AR - i e e s b 3 i3
R T U L it i i ot ot e et s 4,689 3581
Exchange differences amd olher ... s e (151) {L0E)
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements (continued

22 Goodwill and intangible assets {continwed)

¢ Orer intarigible azsets

015
Cusdomer/
Compuier merchant
soflware relationships Cther! Todal
HESm HE S HESm HESmy
Casl
AL T JROUAIY oot 13,964 1,515 2,103 17,582
Additions . firex R 1,794 - z 1,796
Dlﬂmiumwmss wrillen- -:ll'l' . (345) - (6 {351)
Exchange and olfier MOVEMEnts ... (171} (140} (86) {397y
B I ) e s 15343 1378 2013 18630
Awccumulated amortlsation and Impalrment
AL T JADUALY oo nast s 10,131 1,058 53 11,272
Amtostigation diange for the year 1,422 91 4 1,521
(1187110 |11 S Hi0 - 1 81
Disposalsamotins wiillen- -ill'l' (342§ - 15 {47y
Exchange and olhies mavements , (123 (i) 2 {224)
AL 31 December ..., 11,164 1,080 55 12,303
Net book value #1 3] December ........... 4,074 298 1,955 6327
2014
Customer’
Computer merchan
aftware relationships Other! Total
HESm HESm HESm HE Sm
Cost
AL 1 January . 12,645 1 Gl 2388 16,535
Additions .. Pt R e e 1,546 - - 1,546
mmm ariounts wrilten-off " (161} - (63} (224)
Exchange and other MOVements ..........cooomimimrimmmnm (L] {21} (122 (279
LB DTN o iy i st 13,5464 1,515 2.103 17.582
Acoumulated amorisation and mea.lmmﬂ
ALY January .. #2135 1,033 E2] 9935
ﬁmamsahmdwg: ﬁx tht !.'i‘:a.l' 1483 (leii] 11 1614
Impairment ..o 36 - 1l 5T
Dlsposuls:ammmls wnllen oﬂ' {156) - {63} {219
Exchange and cther mmﬂnmlss i (50) {65} (115
ALY DU el s s mss s 10,131 1,088 53 11,272
Met book value at 31 December .o 3,833 427 2050 6. 310

1. COvher’ includes operating licenses which were recopi sed dwring the acquigtion of the assets, Gabilities and operations af The
Cltinese Beavk fi Tadwean in 2008 These foave an fodefinire weful i ar there are ne economic or legal resrienons to fnir thelr nee,

The ahove intangible assets are amortised over their finite useful lives as follows:

Computer software from 3 years to 3 years

Customermerchant relationships froam 3 vears to 10 vears

Other (excluding operating licenses) from 3 years to 10 years
146
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22 Goodwill and intangible assets {continwed)

An impaimment test was carried out in respect of the operating licenses in Taiwan as at 31 December 201 5. The
result confirmed that there was no impairment. The impairmment test was performed by comparing the recoverable
amount of the relevant cash generating unit (*CGLU™), determined by a value in use calculation, with the carmving
amount of the CGLU. The caleulation uses cash flow estimates based on management’s cash flow projections,
extrapolated in perpetuity using a long-teim growth rate applicable to the banking industry in Taiwan. The discount
rate used 1s based on the cost of capital the group allocates fo Taiwan.

Twao kev assumptions upon which management has based its determination of the recoverable amount of the CGU

are the discount rate and the long-term growth rate. The discount rate used during 2015 was 9%, The long-term
growth rate used dunng 2015 was 3%

13 Property, plant and equipment

a  Property, plant and equignient

2018 2014
Land and Investment Land and Investment
bulldings properiies Equipament busildimgs properies Equipment
HESm HE3m HESm HESm HESm HESm
Cast or valustion
F 0 ] T T ——————— 86,753 12,784 23,526 §5,306 11,392 12,636
Exchange and ullm' adj,ll-amnls i (580) (16} (581) (366) 1 (2500
Additiens 554 [ 2,434 %6 - 2488
Digposals .... ; (28) - (1,091 (143 - (10573
Eliminatien of sccumulated
dhepreciation on revalued
land and bulldings ........coconenvea- (2,428) - - (23000 -
Surplus on revaluation . = G0l 450 - 4511 670 -
Rechassifications .. 3128 (3231 {49 (TG0 T2l 1)
IR - 1 R — 54,00} 10,716 24,539 76,753 12784 13,826
Awcumul ated depredation
At I January .. 4 - 15,610 a1 - 18,053
Exchange and s)lhu' ﬁdp.l‘tlmr:llﬁ ; 826 - (452) 21 - (225)
Chiarge for the year ... 24% - 1,924 220 - 1813
Disposals .............. PSR, 25) - {1,054) {1 - {1,030
Eliminaticn nfan:cumu]ntﬂd
deprecialion on revalued
land and buildings ...l (2.428) - - (23000
Reclassifications _.....o.ccocecrmermeesones 4 - (4) 18 - {13
At 31 Decemiber . 167 — 19,024 T4 - 18,610
et ook value at
31 December o 93,533 10,716 515 86,675 12,784 5216
Total ot 31 Decembrr ..cociinaninn 11000 104,679

b The careying amownt of fand and buildings, had they been stated ot cost less aocumulored depreciation, wonld
have boen s folfows:

2015 2014
HESm HESm
Cot less accumuibaled depreCimlIonm ..o i e e s S 22027 15 387
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THE HONGHKONG AND SHAMGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued)

23 Property, plant and equipment joomtinued)
¢ Valuation of land and buddings cnd tnvestinen! propertios

The growp™s land and buildings and investment properties were revalued in November 2015 and updated for any
matenal changes at 31 December 2015 The basis of valuation for land and buildings and investment properties
was open market value, depreciated replacement cost or surrender value as noted in note 3(p). The resultant values
are Level 3 in the fair value hierarchy. There were no transfers in to or out of Level 3 during the year (2014: ml).
The fair values for land and buildings are determined by using dinect companson approach which values the
properties in their respective existing states and uses, assuming =zale with immediate vacant possession and by
making reference to comparable sales evidence. The valuations take into account the characteristics of the
properties (unobservable inputs) which include the location, size, shape, view, floor level, vear of completion and
other factors collectively. The premium or discount applied to the chamctenistics of the properties is within minus
20 percent and plus 20 percent. In determining the open market value of investment properties, expected future
cash flows have been discounted to their present values. The net book value of ‘Land and buildings® includes
HE£12,627m (2014: HES12,368m) in respect of properties which were valued wsing the depreciated replacement
civsl method or sumender value,

The surplus on property revaluation was HES7.077m (2014: HES5,181m). Amounts of HES4.208m (2014:

HEE3 292m) and HEEA476m {2014 HES67 Im) were credited to the property revaluation reserve and the income

statement respectively. The amount credited to the property revaluation reserve of HESA,908m (2014, HES3,292m)
15 stated after deduction of non-controlling mterests of HES711m (2014: HE$552m) and defermed tax of HES982m

(2014: HES666m). The amount credited to the income statement comprises the surplus of HKS480m (2014:

HES670m ) on revaluation of imvestment properties, less HES4m of revaluation deficits that arcse when the valwe

of certain properties fell below depreciated historical cost or surrender value, and when premises were newly

acquired with revaluation losses (2014: HEKS lm surplus ).

Land and buildings and investment properties in Hong Kong, Macau and mainland China, representing $6% by
value of the group’s properties subject to valuation. The valuations were camed out by DTZ Debenham Tie Leung
Limited who have recent expenience in the location and type of properties and who are members of the Hong Kong
Institute of Survevors. Properties in eleven countries, which represent 4% by value of the group’s properties, were
valued by different independent professionally qualified valuers.

d Properties leased to cistomers

The group’s investment properties are rented out under operating leases. The leases typically mn for a penod of
2-3 years and may contain an opton to renew and the terms will then be renegotiated. Dunng the current vear,
HES40dm (2014 HES422m) was recognised as rental income in the income statement in respect of operating
leases.

Thee totad future mimmum lease payments receivable under non-cancellable operating leases are as follows:

s 014

HESm HESm

WVHEID IOIYIIE ooy e i i R P P A S U o e e T &1 (1] 411
Al o R ey Firne g (D e T e T D B L 2 147
10 558

24 Leaschold land and land use rights

The net book value of the group’s interests in leazehold land and land use mghts that have been accounted for as
operating leases is analysed as follows:

2015 2014
HESm HKSm

In Hong Kong:
Medsum-term beaschobds (between tan and ity Vear8) .cooncmsnn s s s s s a0 277

The above amounts were included within *Prepayments and acerued meome” i *Other assets” (note 25)
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Assets held for sale o

Acerued mieredt recervable L.
Acceptances and endorserments
Eullica ,.
Cther

2013 2004
HK5m HKSm

1,013 1418
159 14%
3881 3182
17,303 18,370
31,480 31,200
47,108 0,401
A3119 15,518

134,062 150,875

Ciher assets included HEST6,035m (2014: HES82,000m) of financial assets, the majority of which were measured at

amortised cost.

26 Customer accoumls

S POITT R SOOI . i o ok o 3 Al o

SaVENgs nocounts. ...

I O B RO CIOIRYEN i o v o i s i i

27 Trading liabilities

015 2014
HESm HESm

249,169 219,343
2645151 2,375,651
1,045,756 1120938

4,640,076 4,470 992

28

e T w00 i i i i s 1 i

Short positions in securities
Dreposits by banks ...

Cludomer AECoums ...

2015 2014
HESm HKSm

1,770 3470
18,387 19,418
i1, 498 65,063
12,504 .31
58,702 1200560

191,551 215,812

Chiher debt securities in issue comprises of structured notes issued, for which market nsks are actively managed as part

of trading portfolios.

Financial liabilities designated at fair valoe

Deposits DY BARKS ..o s s s i s

[iebd securities in isse ...

Liahilities 1o customers under investment Conlracts ... ...

2015 2014
HESm HE$m
= 154
14,721 11,973
36,049 36,665

50,770 48,834

At 31 December 2015, the carmying amount of the debt secunties in issue was HKS102m higher than the contractual
amount a matrity (2014: HES108m). At 31 December 2015, the accumulated loss in fair value attributable to
changes in credit nsk for debt secunties in issug was HES2om {2014; HES60m)
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THE HONGHKONG AND SHANGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinued

29 Debt securities in issue

10158 2014

HKSm HESm

Centiftcates ol dgposil .......o.ccomimcumirnimions i, 151 1.530
Other delt securities ... 34678 17,767
40,559 45,297

30 Oiher liabilities and provisions

1015 2014

HESm HESm

Accruals and deferred income ... 25,425 26,435
Provistons for liabilities and charges inote 3-'-'; 1,203 L4l
Acceplances and endorsements ................ 31450 31,200
Share bua:dpa}nwu Irnl:uhi!.I Lo HSBC Ho!ldmgg plc 1,769 2186
Caher liabilities _. A s 27043 26,769
§6, 920 87,731

Other habilities included HES78,221m (2014: HEST8 498m) of financial liabilites which were measured at amortised
ol

31 Linbilities under insurance contracts

Reinsurers’

Gross Share’ Met

HES$m HESm HESm
2015
Man-lnked Insurance contrac s
AT OIS i i 265,743 {4,152) 161,561
Hm:ﬁswut ; (21,216) s {20,508)
Increase in Iulbulﬂn:s lu poht:,.hnl‘.&;m 53,950 (3.214) 50,736
Foreign exchange ad other muwm:m-'. ¥ {73y 26
AL DECEMBET . e e 295,576 (7151} 291,425
Linkedl insurance coniracis
ALl Jamusry 44439 {1.441) 41,598
Benefits paid .. (3,255 445 (2.540)
Increase in |IBbI|l1lt'i tn jﬂ]llc}hnhﬁﬁ 1577 118 1.695
Foreign exchange md other movements ... (457} (514) (1,001}
A I TOMRMRMEY . i i e e e 42244 {1,392} 40,552
Total liabilithes 10 paBCY OlOETS . ... i s st s s s 0820 (5.543) 232,277
2014
Mon-limked insurance contrads’
TR T S R HEN A 5 e A S Wl S P P Lot 236911 (2.836) 234,075
Bienefits paid .. (23761} 204 (23,557)
Increase in |IB|:II|I1I=E tu:u policyholders . EEALL [ARARE 51493
Foreign exchange and other movements {511k &1 {450)
L IO . o e 265,743 (4.1823 261,561
Linked msurmnce contragts
ALl January _ 39,268 (16953 17574
Bienefits pmr.t (2.921) 644 {2.277)
Incresse in |IB|.1I|I1I=5 1o p-ulli}huh‘h‘s 5339 50 #6589
Foreign exchange md other movements . {248} {7403 (785)
AL December ... 44,439 (14413 410908
Tedal lisbilities to policyholders ............. 30,082 (5.62%) 304,558

I Includes Habdlittes wider non-Iife fnswance contracts.
2 Amerats recoverable from relnturance of Rabilities wider innirance contracts are inclweded in the consolldated balance sheei in ‘Other
[ -
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32 Provisions for liabilities and charges

Provisions for fiahilities and charges

018 2014

HESm HKSm

At Jenuary . i L e L o e S S 1.141 1,723
Mew puwslmsi"m.uﬂs:m provisions _. 1.214 1%
Prowisions Used .. (313) {1,013
Amstints rtﬂ.-'u'sud (205} {195}
Exchange sd ofher movennts ... {634} 408
RTINS —— 1.203 1.141

Of which: provizions for restruciuring coss

25 2014

HESm HESm

ew mamuhu\r.us-: m pm'-'lsmns H40 55
Prowisions used e (109} {108}
(30 (67}

Exchange snd other movements - {13y 3
U L T e e e L e L L b s 801 113

Included in the above are amounts of HKS239m (2014: HEKSB42m) relating to ongoing regulatory investigations.
There is inherent uncertainty as to the amounts at which such matters will be settled in future, which could be higher or
lewer than the amounts provided,

33 Subordinated labilities

Subordinated hatalities consist of undated pnmary capiial notes and other loan capital having an onginal term o
maturity of five years or more.

2018 4
HESm HESm
LISS800m Undated Noating rate primary capitzl noles' ... L 6,204 9337
AUD200m Floating rate subordinated notes due 2020, callable !'rom Iﬂl*-‘ - 1271
MYRS00m Fixed rate (4.35%) subordinated bonds due 2022, callable from 2017 597 1.108
MYRS00m Fixed rate {5.0%%) subordinaled bonds due 2027, callsble from 2022° . ik 1.116
8,003 12832

1 In December 2015, the group redeemed USS400m wedated Toasing rate primary capital notes af par, In Jansary 2006, the growp foned

a Nealice q,fﬂﬂi-mpfm fer bl Bl elers afwl'.’lnr FEITEE a_,F LSS a M rapﬂn.f m:ﬁr Wﬁﬂ-mpﬂml o 29 Frbrmly 26,

I Movemiber 2015, the group redeemed AUDINm Toaning rare subordingted motes af par

The indevest rate on the MIR 500 £.25% callable mbondinated bonds due 2022 will increase by 1% from June 2017,

The intevest rate on the MR 5m 5.05% callable mbordimared bouds due 2007 will increase by 1% from Nevember 2022
Subgvdinated labilities izswed lo Group endiiies are nod included in e above.
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THE HONGHKONG AND SHANGHA| EANKING CORFORATION LIMITED

MNotes on the Financial Statements (continued)

34 Preference shares

018 2014
HESm HKSm

Issuext and Tally paid
Boedeeminbile prelRrenion BURIES . .u.ciimi mianaistisimimins svimisams siisisiirss miss s msmens i s s i i 8,138 5143

6,553 16582

1,050m cumulative redeemable preference shares were issued in 2009, which have a mandatory redempiion date of 2
January 2024 but may be redeemed at the Bank’s option on or after 2 January 2019, subject to 30 days” notice in
writing to shareholders and with the prior consent of the Hong Kong Monetary Authonty. The shares are redeemable
at the ssue price of USSE1 per share together with the amount equal to any acerued but unpad dividends. The total
number of issued cumulative redeemable preference shares at 31 December 2005 was 1,050m (20014 1.050m). No
cumulative redeemable preference shares were issued duning the vear (2004: nil). The group plans to redeem 1,050m
of the cummlative redeemable preference shares in 2016,

The non-cumilative imedeemable preference shares were issued at the then nominal value, and may be cancelled
subject to 30 days’ notice in wrting o sharelolders and with the prior consent of the Hong Kong Mometary Authornity.
In the event of cancellation, holders of the shares shall be entitled to receive the issue price of USS1 per share held
together with any unpaid dividends for the penod since the annual dividend payment date immediately preceding the
date of cancellation, subject to the Bank having sufficient distnbutable profits. The number of issued non-comul ative
irredeemahble preference shares at 31 December 2015 was 3,253m (2014: 3,253m). No non-cumulative irredeemable
preference shares were issued dunng the vear (2004: ml).

The cumulative irredeemable preference shares were 1ssued at the then nominal value, and may be cancelled subject to
30 days® notice in writing to shareholders and with the prier consent of the Hong Kong Monetary Authority. In the
event of cancellation, holders of the shares shall be entitled to receive the issue price of U551 per share held together
with any unpad dividends for the pericd since the annual dividend payment date immediately preceding the date of
cancellation. The number of wsued comulative imedeemable preference shares at 31 December 2015 was 400m (2014;
400m). Mo cumulafive imedeemable preference shares were 1ssued during the vear (2014: ml). The group plans 1o
canee] 200m of the cumulative irredeemable preference shares in 2006,

The holders of the above preference shares ane entitled to one vote per share at sharcholders” meetings of the Bank.

There was INRE70m (20014: INRET0m) of authorised preference share capital, comprising 8.7m compulsonly
convertible preference shares of INR 100 each in the share capital of a subsidiary, HSBC InvestDirect Securities {India)
Private Limited (*HS3BC InvesiDirect”). The convertible preference shares (©CCPS") were issued and fully paid in 2009
at a nominal value of MR 100 each. These shares may be converted into fully paid equity shares of HSBC InvestDirect
at any time after one vear 1o ten years from the date of allotment of the CCPS by written notice. The conversion shall
be made at par or premium a8 may be determined by the Board of HSBC InvestDirect at the time of the conversion,
The CCPS shall carry a fixed dividend of 0.001% of the face value per annum. After ten vears following the allotment
of the CCPS, all outstanding CCPS shall be converted at par or premium as may be determined by the Board of HSBC
InvesiDirect at the time of the conversion. HSBC InvestDirect did not convert any CCPS dunng 2015 (2014: nil)
The mumber of issued COPSE at 31 December 2015 was 87m (2014: 8. Tm). Mo CCPS were issued dunng the year
(2074: mil).
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35 Share capital

Isswed awd fully paid
2015 4
HESm HESm
il igtl b T EME RS e et e ok S £ AL Ak ity Wt ke 26,052 96,052
2015 2015
Number HESmy
B L LT L e S P ST PPN SIS P AR , -, 1 ] | 26,052

The shares have no par value. The holders of the ordinary shares are entitled to receive dividends as declared from
time to ime, rank equally with regard to the Bank’s residual assets and are entitled to one vote per share at shareholder
meetings of the Bank.

Ao Oiher equity Instruments

Ciher equity instruments comprise additional tier 1 capital instroments in issue which are accounted for in equity.

2015 2004

HESm HESm

USS1 000m  Floating rate perpetual subordinated loan, caltable from Dec 2009 s 7.756 1.756
USS30m  Floaling rate perpetual subordinsted loan, callsble from Dec 2009 ... 6981 6081

14.737 14,737

1 Jtevest reate af one ywear UX dollar LHIBOR F‘u.{ﬂd".’i

The additional ter 1 capital instruments are perpetual subordinated loans on which coupon paviments may be cancelled
at the sole dizcretion of the Bank. The subordinated loans will be written down at the point of non-viability on the
occurrence of a trigger event as defined in the Banking (Capital) Rules. They rank higher than ordinary shares in the
event of a wind-up.
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THE HONGHKOMNG AMD SHANGHAI BANKING CORPORATION LIMITED

Motes on the Financial Statements (continues)
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THE HOMNGHOMNG AND SHAMGHA|I BEANKING CORPORATION LIMITED

Motes on the Financial Statements (continued)
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

38 Analysis of cash flows payable under financial liabilities by remaining contractual maturities

Duie between  Dise belween

On Drie within 3 aml 12 1 amgl 5 Thie alter
demand 3 months maths years 5 years Total
HESm HESm HESm HESm HKESm HESm
AL 3 December 2015
Hong Kong aln‘m.:. notes
in circulation ............... .. 220,184 - - - - 220,184
ltems in the course n[" I:rmmnwm
to other banks ..o - 30,753 - - - 30,753
Repurchase agrecmanls
B T T T T 6,385 9890 - - - 16,275
Deposits by DANKS ..o covcvrarerereerens 128,562 15,950 1,410 2343 84 145,349
Cusomer RooMmis ... ........... 3643 166 779904 192 504 13,562 (73 4,650,106
Trading lisbilities ... . 191,851 - - - . 191,851
Derivatlives ... i Ji, 513 AE2 929 946 - 369,080
Financial lmlxlines Lll;mg:llﬂulil
fair value .. 350 i85 203 15,072 35048 51,631
[reba smuﬁll-:s in isq.u: T 5585 7065 16,005 4,696 43,461
Amounts due Lo Growp companies .. 3532 55 185 TED 12119 12221 114,17
Other financial labalities ............... 7,151 54,450 8,241 1,546 441 71,8529
Subordinated liabilities |, = 3,150 73 1,152 4,224 5599
Preference shares . - 10,212 421 2307 32,587 45,847
4,599,011 965,522 212,000 85252 101,137 5.962.922
Loan commitments .. e 1605093 208358 12,652 £ 867 2 1,131,992
Financial guarantee mq,l p'ndn: nsd:.
related puaranies conlrads ..., 63,812 - - = - 63,512
6,267,916 1473850 224,652 91,119 11,159 8,158,726
AL 31 December 2014
Hung Kong currency noles
in circulation .. S . 24,654 - - - - 214,654
ltemis m the course nE trammlorl
to other banks .., - 31,331 - - - iLan
Repurchase agreanmis
- non-rading ....._.. 2458 ELE - - - ;A4
[reposits by banks . 168,511 5277 1,302 4 05 159 126,809
Cudomer accounds . 3361476 848,561 2318213 45,513 283 4454046
Trading labilities ... 215,812 - - - - 115812
Deenvatives .. 4 365,553 74 450 1163 104 367,344
Financial liabilities dﬁl;rmad 'BI
fair value .. A R L 150 45 162 12169 36,768 49534
Dbt swunlp:s N iSEIE : L2 9,293 4,162 10,507 R 47.959
Amounts due Lo Growp :mpunl.ﬁ-.. 48,165 65,131 951 2395 24436 141,078
Cther financial liabilities 5,905 4897 13,527 L0 480 Tk, 735
Subordinated liabilities ... - 162 1,600 17 14,141 18,6498
Preference shames ... - 475 189 1487 43 565 47 BR6
438250 1082882 260,957 103964 123,903 5,954, 300
Loan commments ... i 1407919 A4, 200 11,361 12700 62 1.8546,242
Financial guarantce snd n'u.lu: nﬁ;
related puaranlee conlrads ... il 666 - - 1,666
5852170 1,547,082 272318 1 16,664 123,965 7.913, 208
168
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3% Amalyvsis of cash flows payable under financial liabilities by remaining contractual maturities {continmed)

The balances in the above tables will not agree directly with the balanees in the consolidated balance sheet as the table
incorporates, on an undiscounted basis, all cash fows relating to principal and future coupon payments (except for
trading liabilities and trading denvatives). In addition, loan eommitments and financial guarantee comtracts are
generally not recognised on the balance sheet, Trading liabilities and trading denvatives have been included in the *Cn
demand’ time bucket, and not by contractual maturity, because trading liabilities are typically held for short peniods of
time. The undiscounted cash fows pavable under hedging derivative Liabilities are dassified acoording o their
contractual matunty. The undiscounted cash flows potentially payable under loan commitments and financial
puaranies contracts are classified on the basis of the earliest date they can be called.

Cash flows payable in respect of customer accounts are primanly contractually repavable on demand or at short notice,
In practice, however, shom-term deposit balances remain stable as inflows and outflows broadly match and a
significant portion of loan commitments and gearantee contracts expire without being drawn upon. The group’s
approach to managing liquidity nsk iz set out in the Risk Report.

39 Reconciliation of operating profit to cash generated fromfused in) operations

2015 2004
HKSm HESm
Oprraing il e e e s G 100,449 95514
D T IUOMMDE o i S s B S M S e {94.377) {95,109
Lividend income . (210 {1.374)
Depreciation and umamqu 5082 5778
Amertisation of prepaid npualmg I.u.-ae pa}'mtmx 17 18
Loan impairment charges and ofher credit risk provisions .. 5074 4,915
Loans and advances written off net of recoveries ... (3.331) {3,331
Caher provisions for liabilities and charges ... 1016 4%
Pravisbons used ..., (313 {1.0013)
Surplus arising on propenty revadiation - (1
Chains on investmenl properties .- SHA [EE1] (67
Giain on disposal of property, plnm and n:’.IIFl'ﬂ:m aﬁd Mhdd l'ur ﬂlﬂ [ {13y (6l)
Gain on desposal of hsiness ponfolios et s e S 23 (104
Boet Loss on reclasafication of assockabes ., - - 151
Impairment on inferests in associstes and jomt mturut 13 11
Grains less losses from financial mvestments ... {10,611} {2,385
Share-based payments granted cost free . 131% 1442
Movemenl i present valise of in-force busanes | {4,68%) {3,581
Interest received ......oocoeicerareric 110,427 Lirr 36
Inberesh paiel -, ol {29,659 {28, 508)
Operating profit before clanges in workdng capital 0,435 0011
Change m ireasury bills with onginal term io maturity of more than theee months ... {109,172 {24,883
Change i placings with and advances to banks .. e 24,012 15,290
Change im certificales of deposit with oniginal Imtmmmmh_. nfmurc'lhan lhmmmlhs 8 550 {10n,446)
Change m repos md reverse repos P A R L R e i Ry {11,842) 2,148
Change m trading assds .. 94,823 (B9 784)
Change m trading I:'i:lilﬂiﬁ i e A o g e s e ey S (23.961) 20,780
Change i derivalive assets 5,979 {1,207)
Change in derivative |:IBbI|:I1!E 1,291 2076
Change im financial assels d.eslagmtedss fair wwe 170 {8045
Change m financial liabilities designated a= fair valu: 1,936 g
Change m financial myvestments held forba.d.mg Ilabllma la Img-!am pal |qn1m] (34,655) {13.65T)
Change in loans and advances to customes .. e 46 548 {19817
Change m amounis due from Group compan {52,702) {2,719
Change m other assets _. D006 {32 540
Change im deposits by banks . (78,41%) {4.645)
Change m custamer accmms ..., 160,054 226,294
Change m amoumnis dibe Lo Group COMPAINIES ..o et seee s s e ees s rmee {23,125) 38307
Chiange i debt seourilies i EERIE ..o e e (4. 438) {7.037)
Change m liabilities under mumccmtmﬂs 30,638 34 02
Change i other liabilities .. 25015 43418
B o B I s i b e bl e e o e i o e e ot 14,015 13219
Cash gemeraled From OPeratIOIIS .. et e e e e 168, 50% 61,780
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GHONG AND SHANGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

40 Analysis of cash and cash equh'alpnts

a  Change in cash and cosh equivalents during the year

015 2004

HESm HESm

Balance a1 1 January .. 6TRATI GR7.594
Met cashi inflow before thé effect of foreign cxdmg: movements . 5,652 17,880
Effect of foreign exchange movements e L e i o e (26,925) {25,806
Balance 9l 31 DEOOIBBT 1o iciimiominaios s isiainimin i it s dssismiass s s s s 655397 GTRATO

b Awalvziz of balences of cash and cash equivalents b the consolidated balonce sheet

2015 2014

HKSm HESm

Cugh in hand and sight balances with central Banks ... mesmm———m—. 151,103 156,475
Ienes in the course of collection from other baks ., e 25020 2122
Reverse repurchase agreaments - mo-Lradmg .......ccoomimimrem i s e s 124 351 130,093
Placings with and advimces tobanks ... 279297 9,758
Tremary BillE .oconcinmn 106,530 17667
Certificates ui‘-.lqmi: 2452 4,133
Other c||g|hl¢ bills .. ; o7 1,753
Less: items in the course nf transmission Lo mhtr buulls (30,753) (31,331}
658397 679,678

The amount of cash and cash equivalents that are subject to exchange control and regulatory restrictions amounted

to HES151

,255m at 31 December 2015 (2014: HKS1T3,883m ),

¢ [Dizposal af business portfolios

Assels
Loans and advances (o CHSIOMETS ..o e s
Cither assets

Total assets excliding cash and aish a.;ul.ﬂtnlg

Liabiiitles
Cither liabilities and provisions ...,

g R o i S e

Aggregute net assets al date of disposl, excluding cash and

G UTVIRIEORE v vy i s i v s
Gain o6 dl#‘lmﬂ mcimhgcmmsadl
Add badki; cosis o sell ..

Satlsfied by
Todal cash consideralion ..o e

2015 2014
Loan Branking Loan

porifolios husinesses portfalios Total
HESm HEESm HESm HESm

5069 2,179 611 17
i 15 - 15
5,069 2,194 611 2,805
= 38 - %
— 3% - EE
5063 2.136 a1l 767
13 2] 20 104
- 11 - 11
5092 2,251 63l 1882
S92 2,251 631 1882
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41 Contingent liabilities and commitments

a  Off-balance sheet contingent liobilities and conniteents

015 014
HE3m HESm

Contingent liabilities and Mnancial guaraniee conlracts
Cuarantees and imevocable leters of aredit pledged 2s collateral securnity ... ... 256 861 246,332
Cther contingent Balaliles ..oueicims s e s 1371 1,785
257,932 248,127

Comimitnents

Documentary credits and shost-term trade-related transadions .. 31337 175874
Forward assct purchases and forward forward deposits pllc:d 7 4821 1,717
Upidraagi fosmal slandby facilities, aredil Hines and cther cmmﬂmml‘blu !r:nd i 2,095 834 1 856,651

2,131,992 1 856,242

The above table discloses the nominal principal amounts of commitments excluding capital commitments,
guarantees and other contingent lizghilities, which are mainly eredit-related instruments including both financial and
non-fnancial guarantees and commitments to extend credit. Contractual amounts represent the amounts atl nsk
should coniracts be fully drawn upon and clients defauli. The amount of the loan eommitments shown above
reflects, where relevant, the expected level of take-up of pre-approved facilities. Sinee a significant portion of
puarantees and commitments ane expected to expire without being drawn upon, the total of the contractual amounts
1z not representative of future liquidity requirements.

b Guarantees (inclvding finaeeinl guarantee contracts)

The group provides guarantees and similar undertakings on behalf of both third party customers and other entities
within the Group. These guarantees are generally provided in the normal course of banking business. The principal
types of guarantees provided, and the maximum potential amount of future payments which the group could be
required to make, were as follows:

2015 004
HESm HESm
Guaraniees in favour of third p:rlk'-s
me:ulym!:c—s o budai i e e R 54228 54827
Cither guarintes® 150,933 173 560
235,141 248,787
Guarantees in favour of
286,561 246,332

| Financial gearamees are coniracts thar requive the iznrer to make spect fied payments te raimbarse the holder for a loss incurved
becaue o specified debior foils fo make pavavent when due in accondance with the original or prodified tevms of a debr insireaent,
Thie anwrmanss i the evborve bl are mominal principal amounts,

2 Ovher guaratees include re-inmirance leiters of credit related to particular iransaciions, trade-related letters of credit fsvued
witinonr provittor for the [stuting entity to retain fitle o the underying shipment, perfrmance bondy Wd bonds standby letiers aof
credit and ofher iran scil on-relafed guaranfees.

The amounts disclosed in the above table reflect the group’s maximum exposure under a large number of
individual guarantee undertakings. The nsks and exposures from guarantees are captured and managed in

accordance with HSBC s overall eredit risk management policies and procedures, Guarantees are subject to anmal
credit review process.
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

42 Capital commitments

2015 2014
HEK3Sm HESm
Expeadibume contracted o i e e i 3354 4,855

Capital commitments mainly relate to the commitment for purchase of premises.

43 Lease commitments

The group leases certain propertics and equipment under operating leases, The leases normally run for a peniod of one
to ten years and may include an option to renew. Lease payvments are usually adjusted annually to reflect market
reptala, Mone of the leases include contimgent remtals. Futwre muimimum lease pavments under non-cancellable
operating leases are as follows:

2015 2014
HKSm HESm
Primises
Amoeants payable within
OFL Yl OF 1838 . imisimtrs i rmims s 2,004 1893
- five years or less bul over one year .. 4,744 4,345
8517 8173
Equipmemnt
Amounts payable within
= five yeurs of [ess Dal oVEr o8 YBIE .o s s s 114 21
174 70
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THE HONGEOQOMNG AND SHANGHA| BANK ING
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45 Segmental analysis

The group’s operating segments ane organized into two gecgraphical regions, Hong Kong and Rest of Asia-Pacific,
Due to the namre of the group, the chief operating decision-maker regularly reviews operating activity on a number of
bazes, inclucding by geographical region and by global businesses. Althowgh the chief operating decision-maker
reviews information on a number of bases, capital resources are allocated and performance assessed primarily by
geopraphical region and the segmental analysis is presented on that basis. In addition, the economic conditions of each
geographical region are highly influential in determining performance across the different types of business activities
camed ont in the region. Therefore, provision of segment performance on a geographical basis provides the most
meaningful information with which to understand the performance of the business.

Geographical information is classified by the location of the pancpal operations of the subsidiary or, in the case of the
Bank, by the location of the branch responsible for reporting the results or advanang the funds,

Information provided to the chief operating decision-maker of the group to make decisions about allocating resources
and assessing performance of operating segments i3 measured in accordance with HEFRSs, Due to the nature of the
group’s structure, the analvsiz of profits shown below includes intra-zegment items between geographical regions with
the elimination shown in a separate column. Such transactions are conducted on an arm’s length basis. Shared costs are
included in segments on the basis of actial recharges made.

Products and services

The group provides a comprehensive range of banking and related financial services to its customers in its two
geographical regions, The products and services offered to customers are organised by global businesses:

+« Retail Banking and Wealth Management offers a broad range of products and services to meet the personal
banking, consumer lending and wealth management needs of individual customers, Products typically include
current and savings accounts, morigages and personal loans, credit cards, debit cards, msurance, global asset
management services, wealth management and local and imtemational payment services;

« Commercial Banking offers a broad range of products and services fo serve the needs of our commercial customers.

These include financial services, pavments and cash management, intemational rade finance, treasury and capital
markets, commercial cands, insurance, and online and direct bankang offenngs:

« Global Banking & Markets provides tailored financial solutions to major government, corporate and imstituonal
clients and private investors. The client-focused business lines deliver a full range of banking capabilines including
financing; advisory and transaction services, a markets business that provides services in credit, rates, foreign
exchange, money markets, securities services and principal investment activities; and

# Global Pnvate Banking provides a range of services to meet the bankang, investment and wealth advizory needs of
high met worth individuals,
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

45 Segmental analysis {continued)

Total azsets
O E 2014
HESm L HE&m %5
HOong BoNg oot 4,934,662 L0 4,630,716 673
Rest of Asin-Pacific i 1,588,062 a1z L8841 40,5
T {569.041) (8.2} {542,388 {7.8)
6,953,683 1000 6876, 746 1000
Total labilities
2015 2014
HESm Y HESm Y
BN MU - im0 s o i e o o o i et 4,613,757 T30 4325607 9.0
Bt af ASI-PRAIIE oo srsss e 2,273,081 J6.0 TARS 18] 9.7
T = PSP {260,041 2.0y {542 388) (8.7
6317797 1000 5268400 1000
Interests in assoctates and joint ventures
2015 2014
HESm L HESm %
Hong Bong ... 2403 2.0 1316 20
Eegt of ASI=PEEIIC ..o overre v i st e srpssmt s 120,035 980 114,338 R0
121438 100 116,654 (LR
Credit commitments and contingencies {contract amounts)
015 2014
HESm % HESm b
BN TR, s v o s e i e b o o e 1273983 533 1. 130, 3466 52.7
ol ] F T T S —— 1115941 46.7 1,014,003 473
2.389.924 104010 2,144,369 1000

Addivions to properiy, plant and equipment and other intangible assers during the year

015 2014
HESm S HKSm “a
21 T3 (- O —— 4,523 815 3,512 9.6
Rest of Asia-Pacifie ... il 17.5 208 20.4
£483 16000 4410 1040
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45 Segmental analysis {continued)
Caomsolidarad ineame staterment

Restol  Intra-segment

Huong Kong Asia-Pacillic elimination Tatal
HESm HESm HESm HESmy
ms
Interest income ... 60, 15 66,923 (2.959) 124,060
IRRTUESE EXPIRIIIE .. veiiesns s mbesimimsnim e bt e (7.436) (25.206) 1959 (29.683)
Ted L el MEOMLE ..o ... o i i i ar bt e 52 660 41,717 - 94,377
Fee income . ......... 37,312 15,966 (1.302) 51,926
Fee expense ... (5,012} (2,567) 1,302 (6. 267)
Met irading imcome .. 13,681 9,935 - il6
Met income/(expense) from financial instnements
designaied al fur valie ..., S (3.220) B - (2. 560)
Crains less losses from !'inarlml m\':ﬂlnmﬂs 11,20 an - 11,611
Lividend income | 192 15 - AL
Meti msuml:-:prﬂ'mum income . i 45,758 6,838 - 52,593
Oaher operaling income e Pt e P 12,992 1,433 (3,986} 10,439
Tobal operating esme 165,673 74,258 3 956 235,945
Mel inawance claims and hf:n:ﬁrx muj :un:i mo'l. el
in liabilitics to policyhalders. ... (425, 505) {6,522) - (#2431
Met operating income before Ina‘n Impmrmnl:
charges and ether credit risk provislons .. - 119,764 67,736 (3.956) 183,514
Loan impairment charges and other aredit risk prm'lsu:ﬂi 1,199) (3.875) = (5.074)
et opersing IOmE ... 118,565 63,861 (3.986) 178,440
OPeraling XPERSES o {45,533) (35,044} 3,956 (76.991)
Operating profit . 72,632 28917 - 101,449
Share of profit in Mlm:g and ju.uu ‘.‘ﬂl!ltl‘ﬁ 244 15,590 - 15,530
TLET2 44,407 - 117.279
{10,146} (7,150} i (17.226)
62,726 IT.IST - 0,53
Prafil atiributable to sharehobders .o.ocn. 52,048 AT NEE - £9, 533
Profit atnbutable Lo non-controlling interests . 10,278 172 - 10,450
Mel operating meome
- extemal . [ 109,739 04,981 - 174,720
— imter- m‘npmj':'mlu sq,ml:m 8826 {1,120) (3. 986) 3. 710
Depreciation and amortisdion included m up-ml:lng
EAPEIISES .oooveevcecse e 2 4,527) (1,185) - {5,082
2= T LT 186) (437} - {623)
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements icontinued)

45 Segmental analysis {continued)
Rest af [nira-segment

Hong Kong Asia-Facific climination Total
HESm HK&m HESm HESm

2004
Interest income ... 57,751 71841 (3,810 126,782
Interest expense {6,977} (X8, 308) 3812 {31,673)
Tt IEEMERE MIBOMIE: - .. i vodreobicsimssinir it i b i . 50,774 44,333 2 05,109
Fex income ... .7 17,301 {1,347} S 6T
Fe expense .. (4702 {2,675) 1,347 (60800
el rading income e 11,663 5550 ) el U1 ]
et income from financial mﬁn.m:ms

designated al fair value .. S 113 914 - 4048
Gains less losses from ﬁmm-:ut m\'mm:nls 2186 103 - 2,389
Dividend income |, - P — . 1.362 12 - 1.374
el inmrmice |:mr|||||m mmm: 50,226 T.El - 37,307
Other operaling income . 10,872 1,653 {4,063 ) £ 502
Total OpeTaLing iMCOME e 160303 77,321 (4,063 ) 233,571
el inawmce claims and benefils paid and mwmml:

in liabilsies 1o policyholders. ... g B (52916} {7.266) - (60,182
et operating mcome before loan irnp-llmlml

charges and other credit nsk provasions .. 107 397 70,055 4,063 § 173,389
Loan impairment charges and other credit ndcpﬂmlu-iuu {2ATE) {2447} - (4.925)
e Operaling MIOHIE .......ccuciciim et i rnacmcan (LRI 7608 {4,063 ) 168464
OHTALNE EXPEIEEES .ooiiniiaiiiimisini i s b aiais (42270} (34.743) 4.063 (72.9300
Oprerating profit ... 62,649 32,865 - B5.514
Share of profit in associates am:l jmrl\mmms ile 15,358 - 15675
Prafit before tax 62, 6 48,113 - i11.189
Tax expense ... (10,132} 18 580 - {15001 2)
Prafil for the year S3EM 39,343 ~ 2,177
Prafit anrbutable 1o sharcholders .. R 47,118 39, 200 - B6.AI8
Prafit atiributable io non- mnﬂl:n:g interests . 5,606 143 - 5,749
Nel operating mcome
- extemal . 95,906 69,459 - 165,365
= mbers mpm'y"mln‘ s:gml:m G013 {1.851) {4,063 ) LR
l}cprmatlm afrel armoe izt on iiclided i npcﬂtmg

EAPENSES . e SEr {4.551) {1,227) - (5,778
Festncuimmig €058 ..o s i sas i (55} {12) - (671
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45 Segmental analysis {continued)

Net operating tneome by global business

Retail
Banking Global Clhodral
and Wealth  Commercial Banking & Private Inter -
Mamagement Banking Markeis  Banking Other Segment Total
HESm HESm HES%m HESm HESm HE3m HESm
Year ended 31 December 2015
=T S 53,654 39,965 64,563 2,571 13,637 - 174,720
Intercompany/interscement . 11,309 371 (8,112) 1,161 6,112 {6379) 3,710
Year ended 31 Decernbier 2014
Extemal o 53738 41,199 65475 2,735 114 - 145,365
Intercompany/intersegaent ... 11,815 (7200 (10,867) 1,190 8215 (6.544) 3099
Infornation by country
External nel opersting income’ Mon-current assts’
2015 2014 2015 2014
HESm HE&m HESm HESm
BEO0E TR iy s i s e i 109,739 95,906 104,503 98,056
Mainland Chia 16,823 17,085 127346 121,426
Australia .......... fi 464 210 822 1,034
India ...... 7375 1815 12103 2374
Indonesia,, . 1382 3967 3414 3,869
Malaysia ... 6,497 6,958 Tél i
Singapore . 9,146 9493 1412 1,429
Taiwan ....... 3,193 3597 1118 2,174
BT ©oovovr e seosemssn s simss s o e s et 13,101 13,339 2,584 2.716
DO i ok e e i e P e 174,720 165, 3465 mﬁhi 234,022

1 Esternal nel operating fieoume (s attribitable to cownries based on tie locarton of the principal operations of the subsidiar or branell
2 Now-carreni aswis consd s of property, plant and equipment, goodwill, stfier intangible asseds, terets in associares ard jolinl venfires
and ceviali oifer aisels expected o be recovered more thar 12 months affer the reporfing dare.

46 Related party transactions

a  Immediate and nltimate bolding company

The group is wholly-owned by HIBC Asia Holdings BV.. HSBC Asia Holdings BV, 15 in tum wholly-owned by
HEBC Asia Heldings (UE) Limited, which is wholly-owned by HSBC Holdings B.Y.. HSBC Holdings B.V. is
whally-owned by HSBC Finance (Metherlands), which is wholly-owned by HSBC Holdings ple (incorporated in
England},

The group’s related parties include the parent, fellow subsidianies, aszociates, joint ventures, post-employvment
benefit plans for the benefit of the group’s employees, Key Management Personnel, close family members of Key
Mamagement Personnel and entities which are controlled or jointly controlled by Key Management Personnel or
their close family membsers,

Transactions with the immediate holding company dunng the year included the 1ssuance of subordinated liabilities.
Transactions with the ultimate holding company during the vear included the redemption of subordinated liabilities.
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THE HONGHKONG AND SHAMNGHA| BANKING CORFORATION LIMITED

MNotes on the Financial Statements icontinueds

46 Related party transactions (continned |

Dcante and expenses for the vear

TIURETERE BRPRIRBE! ioiioiisniniviinishonsomsiimsmmins mimisiinssssmimian

Other operating income ..,

Immesdiate holdng comgpany Llapiste holding company
015 2014 2015 214
HESm HKSm HESm HESm
92 976 M 69
- - £77 3z
1 13 1433 2,331

oOoOooodn

1 Tuteresr expente represents dbsrbaunion on preference sheres and intered on sebordinagted Fabilites

Balances ar 31 Decenber
Tmmediate holdng conmgpany Uhimate holding company
013 2014 015 2004
HE3Sm HEEm HESm HESm
Assels
L N R R S Ry - 102 30
= - 102 30
Linbilithes
Oher Tl llEEs .ovveoc e e 55y ] 624 625
Subordinated lisbilities 1395 - 15,67% 12,185
Preferemnoe sIEMES ..o J6, 451 36474 - -
S8, 00 35,950 19,303 22810

b Share option and shave award schemes

The group participates in various share option and share plans operated by HSBC wherehy share options or shares
of HSBC are granted to emplovees of the group. As disclosed in note 47, the group recognises an expense in
respect of these share options and share awards. The cost borne by the ultimate holding company in respeet of
share options is treated as a capital contribution and is recorded within *Other reserves’, In respect of share awards,
the group recoghises a liability to the ultimate holding company over the vesting penod. This Lability is measured
at the fair value of the shares at each reporting date, with changes since the award dates adjusted through the
capital contribution account within *COther reserves’. The balances of the capital contnbution and the hability as at
31 December 2015 amounted to HE$3,483m and HE$1,76%m respectively (2014: HES3,139m and HESZ,186m
respeciivel v)

¢ Pension funds

At 31 December 2015, HKS12.6bn (20014 HEKS11.2bn) of pension fund assets were under management by group
companies. Total fees paid or payable by pension plans to group companies for providing fund management,
administrative and tresteg services amounted to HES22m for the vear (2001 4; HKS22m).
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46 Related party transactions (continned |
d Fellow subsidiaries

The group entered into transactions with its fellow subsidiaries in the normal course of business, including the
acceptance and placement of inferbank deposits, comespondent banking tramsactions and off-balance sheet
transactions. The activities were on substantially the same terms, including interest rates and secuniy, as for
comparable transactions with third party counterparties.

The group shares the costs of certain 1T projects with its fellow subsidiaries and also used certain processing
services of fellow subsidianes on a cost recovery basis, The Bank also acted as agent for the distnbution of retail
invesiment funds for fellow subsidianes and paid professional fees for services provided by fellow subsidiaries.
The commissions and fees in these transactions and serviees are priced on an amn’s length basis.

The aggregate amount of income and expenses ansing from these transactions dunng the year and the balances of
amounts due to and from the relevant parties at the vear end are as follows:

Drconte and expenses for the vear

Fellow subsidianes

015 2014

HESm HESm

Initerest mpﬁmc a1 17
Fee income ... 2604 2404
Fee expense .. 802 870
Oaher -up:ra:mgm:-:m: 2719 1756
B T S N B OO R S PN AR e 7586 6,961

I T 2003 pavenents were made gf HES101 dw (2014; HESL002m) for software costs which were capitalised as frangible ases in
the balance sheet af the growg.

Balances at 31 December
Fellow subsidianes
018 2014
HESm HESm
Assels
2442594 191,664
Liabilithes
Trading liabilities .. A e R it 10,232 12,633
Financial habalities dﬁlgnulbdal fzu' 'ﬂ'l.ll'.‘:.. 4 4
Caher liabilities .. e 78,585 99,842
Preference slwns 102 103
54,023 112,487
21,400 17,545
2841 2185

Darivative balances

In addition, the group had the following derivative asset and derivative liability balances with other HSBC Group
entities;

k110 b3 2014
HKSm HESm
Drerivatinve HaBlTIES ..o e 108317 Lines, T4
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46 Related party transactions {continued )

¢ Associates and foinl ventures

The group provides certain banking and finemcial services to associates and joint ventures, including loans,
overdrafls, interest and non-interest beanng deposits and current accounts. Detals of mferests in associates and
joint ventures are given in note 21. Trnsactions and balances duning the vear with associates and joint ventures

were as follows:

015 2014
Highest balance Balance al Highes balance Balance at
during the year 31 December durmg the year 31 December
HESm HESm HESm HESm
Amounts &g from associales
. REDRORRIIB - v i e i s s s fLr S 15,614 41,814 1T.E48
Amounts doe from joinl ventures
INRAOOENMO ... e.oeivemsimsiomem it mmtpasarissmims 2 = 1
2374 15614 41.815 31848
Amounts Qe 10 ASSOCIMET ..o e s s errmreres 5113 T3 5,038 1,250
COMMIIMEME oo mis s s i s - 1 1 1 1

The disclosure of the year-end balance and the highest balance during the vear 12 conzidered the mest meaningful

information to represent transactions during the year,

The transactions resuliing in amounts due to and from associates and

joint ventures arose in the ordinary course of

business and on substantially the same terms, incleding interest rates and security, as for comparable transact ofis

with third party counterparties.

I Key Management Fersomsel

Koy Management Personnel are defined as these persons having authority and respensibility for planning, directing
and controlling the activities of the Bank and the group. It includes members of the Board of Directors and
Executive Committee of the Bank and the Board of Directors and Group Managing Dhirectors of HSBC Holdings

ple.

The following table shows the expense in respect of compensation for Key Management Personnel of the Bank for

services rendered to the Bank:

Sabaries and other shor e BERefils ... conmmimmmanam s s s

Retirement benefits
~ Diefimedd contribution plans ..
= Defned benefit plans ..........

M LR L g TN o s i e e L 1
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415 304

oOoOooodn



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

46 Related party transactions (continned |

Transactions, arvangements and agreements tmvolving Key Management Personmel

015 2014
HESm HEKSm
During the vear
Highest average labilitics' ............. 39,743 41,527
Contritution to the group"s Profil BEMRE WX ....cimenamimiissimimsissm s 8565 1.056
AL the year end
I O O o i i S s s e L o 2268 3483

1 The disclonire of the highes average balance duing the vear (4 conddered the mox meaningful information to represen
tremisre fionts dwrtng the year

Transactions, arrengements and agreements are enterad into by the group with companies that may be controlled
by Key Management Personnel of the group and their immediate relatives. These transactions are primanly |oans
and deposits, and were entered inte in the ordinary course of business and on substantially the same terms,
including inferest rates and securnity, as comparable transactions with persons or companies of a similar standing or,
where applicable, with other employees. The transactions did not imvolve more than the nermal sk of repayment
or present other unfavourable features.

Mo impairment losses have been recorded against balances outstanding duning the year with Key Management
Personnel, and there are no specific impairment allowances on balances with Key Management Personnel at the
year end (2014; ml)

The group adheres to Hong Fong Banking Ordinance Section 83 regarding disclosure on lending to related parties;
this includes unsecured lending to Key Management Personmel, their relatives and companies that may be directly
ar indirectly imfluenced or controlled by such mdividuals. Dunng 2015, the Bank provided a faclity in which a
non-executive Director of the Bank had a matenal interest. Disclosune of this amangement has been made below,
pursuant to Section 22 of the Companies (Disclosure of Information about Benefits of Directors) Regulation,

Om 7 January 2015, the Bank provided a HKS45bn bridging loan facility to Cheung Kong Property Holdings
Limited (*CKPH) for a term of 364-days, CKPH is an associated body corporate of Mr Victor Li, a non-executive
Drirector of the Bank., The facility was provided on an anmn's length basis,

g Lomns to directors

Drirectors are defined as the Directors of the Bank, its ultimate holding company, HSBC Holdings ple and
intermediate companies, as well a5 companies that are controlled by, and entities that are connected with these
directors. Particulars of loans to directors disclosed pursuant to section 17 of the Compames (Dhsclosure of
Information about Benefits of Directors) Regulation are as follows:

Ageregsle amount Maximum aggregal e amount

cuvtstanding al 31 December eutstanding during the yer
2015 004 2015 004
HESm HE3m HESm HESm
BytheBek ool s s Sl daidianslig 3246 2.7122 4,467 1819
By subsidEaries ....c.cocimmiiiimim s s - - 1 1
3246 2722 4468 2,820

These amounts inglude prineipal and interest, and the maximum liability that may be incwred under guarantees,
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47 Share-based payments
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a  [fmeome steteent charge

Resricted share awards .

Savings-relaled and other share award oplion plans ...

Equity-seitled share-based paymenis .. e e R R T e e
Cashesett bexd sd']urphmd|nyn1n|!x T e e s eh e 11 TR TR s e e 1r e 1E e et r et

b HEBC Shave Award mrd Option Plans

w15 2014
HESm HESm
1,303 1,398
] e
1351 1492
1318 1442
63 S0

Award Policy Purpose
Restricted = An assessment of performance over the relevant period «  To drive and reward performance consistent
share awards ending on 31 December is used Lo determine the amount of with stralégy and align to sharchobder
{inclading annual the award to be granted. inlerests.
incentive awards  »  Deferred awards generally require employees 1o remain in Dreferral provides an mcentive for 3 longer-
delivered in shares)  employment over the vesting period and are not subject to term commitment and the ability o apply
and Group performance conditions after the grant date. mahus.
Performance » Difermed share awards generally vest over a period of thres
Shares Plan wears and GPSP awards vest after five yoars.
(“GIPSE") » Vesied sharcs may be subject o @ relention requirement
{redriction} post-vesting. GPSP awards are retained antil
cessation of employment.
«  Awards granted from 2000 anwards are subject to a malus
provision prior 1o vesling.
e Awards granied to Maierial Risk Takers from 2013
onwards are subject to clawbad: post velling.
Intemnational # The plan was fird introduced in Hong Kong m 2013 and To align the interests of all employees with
Employee Share now includes cmployees based i 12 junisdictions, the creation of sharchobder value,
Purchmse Plan s  Shares are purchased in the muarket each quarer up o 2
(" Sharedatch’) maximum  vabie of £250 or the equivalent in local
CUmency.
«  Maiching awards are added # a ratio of one free share for
every three purchased.
= Malching wwards vest subject 1o continued employment
and the retention of the purchased shares for a maximum
peiod of bwo years and nine months.
Savings-related  »  Eligible employees save up o £250 per moath for its To align the interests of all employees with
share oplion cquivalent in US dollars, Hong Kong dollars o Euros), the creation of sharchobder value.
plan with the opticn 1o uze the @vings lo acquire duares. The
{"Sharesave”} last grant of options under this plan was in 2012,
#  Exereizable within s months following either the third or
fifth ammiversrics of the commencaneant of three-yiear or
five-year contracts, respectively,
= The exercise price is sd al a 20% (2014: 20%) discount (o
the market vahie immediately preceding the date of
invitation.
Executive Share  »  Plan ceased in May 2005, Long-term  incentive pln between 2000
Option Scheme = Exercisable between third and tenth anniversaries of the and 2005 durmg which certain HSBC
{"ESOS") and date of grant. employvees were awarded share options.
Group Share
Option Plan
(" GEOPT)
Celenfarion qffﬁir valwes

The fair values of share options are calculated using a Black-Scholes model. The fair value of a share award 15
based on the share price at the date of the grant.
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47 Share-based payments {comtinmed)

¢ Movenrent on HSBC share awards

2015 014

Number Numlbser

(0} A CHlRlhs )

Additions during the vear . 19,843 15177

Released during he WEm ..ot s {19444} {18975)
Weighted average fair value of swards granted (HES) ..o e e 7539 1931

d Movesrent on HEBC shave option plans

ESOS and CSOP S I option scheme
Mumber WAEP MNumber WA
(ivihs) £ { D) HES

2005
Cutstanding 8t 1 JAMERMY ..o s 1 729 8643 L |
Granted durimg the year ... - - 43 4541
Exercised during the vear ... - - {6,115} S4.62
Forfeited'expired during the year .. “ (54) 729 (258} S48
Outstanding at 31 Deembar ococvimmmimism e - - 1,953 705
Exercisable at 31 Decembir oo e - - - -
ALY December 2013
Weighted average fair value of options gramted during the vear - 539
Weighted average share prio: at the date the options were

exercised . ki - 64.26
Weighied wn'ugr.' rmmnnrl,g :mlmuul Ilfe ::.'r:uns} -— - I.18
FUE
Outstanding Ak | JARERTY o iosiommesimisiibisisosiensis 7.258 Ti1 19,358 4447
Granted disring the year .. ' - - 15 6627
Exercised during the year ..., “ (2} 722 (159.846) 5941
Forfeited'expired arifg Bhe YEiF ..o rmsisios e smsmmin {7.172) 732 (824} 5246
Cutstanding at 311 December o B4 719 8643 5447
Exercizable ot 31 DeCember cumiuimmamsiansius i snass s # 729 861 43.21
AL 31 Thecemiber 2014
Weighted average fair value of opticns granted during the vear - 14.51
Weighted average share price atthe date the options were

exercised i AL 6.3 176
Weighied l\ﬂ'ngr: renlumul,g l:mlmuul Ilfc Q.r.'dns} 0.30 0.70

1 Weighied Average Exevcise Price.

During the year, no options were granted for schemes with option prices set in Hong Fong dollars, Euros and US
dallars.

The exercise price of the savings-related option schemes are primanly set in Hong Kong dollars and pounds
sterling (*GBF'L The exercise price range for the scheme with price set in HKS and GBP are HEE37.88 -
HES63,99 (Z014: HES37.88 - HES63.9%) and £3.31 — £5.47 (2014: £3.31 - £5.47) respectively,
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48 Fair values of financial instruments carried at fair value

The accounting policies which determine the classification of financial instnuments and the wse of assumptions and
estimation in valuing them are described in note 2 and note 3 respectively. The fair value of financial instruments is
generally measured on the basis of the individual financial instrement. However, in cases where the group manages a
group of financial assets and fAnancial liabilities on the basis of its net exposure to esther market nsks or credit nsk, the
group measures the fair value of the group of financial instruments on a net basis, but presents the underlving fnancial
assets and liabilities separately i the financial statements, unless they satisfy the HKFRS offsetting critena as
described in note 3(m),

Fair value is the price that would be received to 2ell an asset or paid o transfer a lability in an orderly transaction
bretween market participants at the measurement date. The following table sets out the financial instruments camed at
fuir value.

Financiaf tnstruments carvied af fair value and bases of valuarion

Valuation technigues

With
Cunted Usling slanificant Amonnis
market observable unobser vable Third with
price inputs inputs party HEBC
Level 1 Level 2 Level 3 total entitles’ Total
HESm HESm HESm HESm HESm HESm
AL December 2003
154,173 143,611 B4 02626 - 302626
6914 171,230 1,181 179315 101 630 380,958
L 1 [ R L 65,583 30, TR0 246 0,095 - 99,005
Available-for-zale investments® . 1015065 466,129 6,253 1467447 - 1,457 447
Liabilitles
Trading lisbilities" 56,291 128,102 T A58 191,851 - 191,851
Derivatives ..., 57173 253,647 1,682 261,102 108317 369419
Financial liabilities designasted
at Fair value ... - 50,770 - 0,770 - 50,770
Al 31 December 2014
Amaddg
Trading assels 210,357 196,464 165 407,026 - 407,026
Derivatives ...... 4039 251,764 T8S 101,588 836 380,934
Financial assets designated at fair
| 7T N e Bt L R 73,337 11547 1.911 98,195 98,195
Available-for-zale invesdtments’ 736,254 530,901 6,712 1,273 867 - 1,273,867
Liabilities
Trading liabilities"... 63614 140045 121353 215812 - 205,812
(0 T L S O 11K, T 248 550 1, B0 260,424 L6, T 367,128
Finamcial liabilities designated
at Fadr valwe ... - 48,534 - 48,534 - 48,834

1 Awm analysis of availablefor-mile imvestments aeross balice sheer Mines conr be foaund fn note 18
1 Amewats with HSBC Groap entines are nol reflecred here.
3 Dertvarve balmces winh HEBC Growp enriffes are largely sder " Level 27

Transfers between levels of the fair value hierarchy are deemed to ocour at the end of the reporting penod,
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48 Fair values of financial instruments carried at Fair value feomfnued}
Cartrof fiamewark

Fair values are subject to a control framework designed to ensure that they are either determined, or validated, by a
function independent of the nsk-taker,

For all financial instruments where fair valies are detemmined by reference to extemally quoted prices or observable
pricing inputs to models, independent price determination or validation is utlised. In inactive markets. direct
observation of a traded pnoe may not be possible. In these circomstances, the group will source alternative market
information to validate the financial instrument’s far value, with greater weight given to information that 1s considered
to be more relevant and relsable. The factors that are considered in this regard are, inter alia:

*  the extent to which prices may be expected to represent genuine trided or tradable prices;

o  the degree of similanty between financial instruments;

s the degree of conmstency between different sources;

#  the procesa followed by the pricing provider to derive the data;

= the elapsed time between the date to which the market data relates and the Balance sheet date, and

#  the manner m which the data was sourced.

For fair values determmuned using valuation models, the contrel framework may include, as applicable, development or

validation by independent support functions of (i) the logic within valuation models; (i) the inputs to those models; (iii)
any adjustments required outside the valuation models; and (1v ) where possible, model outputs. Valuation models are

subject to a process of due diligence and calibration before becoming operational and are ealibrated against external

market data on an on=going basis.

Changes in fair value are generally subject to a profit and loss analysis process. This process disaggregates changes in

fair value into three ligh level categones! (1) portfolio changes, such as new ransactions or maturing transachons; (i)

market movements, such as changes in foreign exchange rates or equity prices, and (i) other, such as changes in fair

value adjustments.

To this end, the ultimate responsibility for the determination of fair values lies within the Finance function, which
reports to the Group Finance Director, Finance establishes the accounting policies and procedures goverming valuation,
and is responsible for ensuning that these comply with all relevant accounting standards.

Deterarination of foir value

Fair values are determined according to the following hierarchy:

{a) Level 1 - Valuation technique using quoted market price

Finamcial instruments with quoted pnees for identical instruments in active markeis that the group can aceess af the
measurement date,

b} Level 2 - Valuation technique using observable inputs

Financial instrements with quoted prices for similar instruments in active markets or quoted prces for identical or
similar instruments in inactive markets and financial instruments valued using models where all significant inpais
are ohaervable.

(e} Level 3 = Valuation techrigue with significant unobservable inputs
Finamcial instruments valued using valuation techniques where one or more signi ficant inputs are unobservable.

The best evidence of fair value is a quoted price in an actively traded market. The fair values of financial instruments
that are guoted in active markets are based on bid prices for assets held and offer prices for Liabilities used. Where a
financial instrument has a quoted pnee in an active market, the fair value of the total helding of the financial
instrument 15 caleulated as the prodoct of the number of wnts and quoted price. In the event that the market for a
finamecial instrument is not active, another valuation technigue 15 used.
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48 Fair values of financial instruments carried at fair value feomtnued}

The judgement as to whether a market is active may include, but is not restricted to, the consideration of factors such
as the magnitude and frequency of trading activity, the availability of prices and the size of bid‘offer spreads. The
bid/offer spread represents the difference in prices at which a market participant would be willing to buy compared
with the price at which they would be willing to sell. In inactive markets, obtaining assurance that the transaction price
provides evidence of fair value or determining the adjustments to transaction pnces that are necessary 1o measire the
fair value of the instrament requires additional work: duning the valuation process.

Finanetal fnbilities measured ai fair value

Structured notes issued and certain other hybrid instrument liabilities are included within trading liabilities and are
measured at fmr value. The credit spread applied to these instruments is derived from the spreads at which the group
issnes structured notes.,

Gains and losses ansing from changes in the credit spread of habalities 1szned by the group reverse over the contractual
life of the debt, provided that the debt 15 not repaid at a premium or a discount.

Fair valiwe adjustmenis

Fair value adjustments are adopted when the group considers that there are additional factors that would be considered
relevant by a market paricipant that are not incorporated within the valuation model. The group cdassifies fair value
adjustments as either ‘nsk-related” or *model-related”. The majonty of these adjustments relate to Global Banking and
Markets.

Movements in the level of fair value adjustments do not necessanly result in the recogmition of profits or losses within
the income statement. For example, az models are enhanced, fair value adjustments may no longer be required,
Simdlardy, fair value adjustments will decrease when the related positions are umwound, but this may not result in profit
or loss,
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48 Fair values of financial instruments carried at Fair value feomfnued}

Risk-related ad justments

(i) Bid=cffer
HEFRS 13 requires use of the price within the bid-offer spread that is most representative of fair value. Valuation
models will typically generate mid-market values. The bid-offer adjustment reflects the extent to which bid-offer

costs wiould be incurred if substantially all residual net portfolio market nisks were closed using available hedging
imstruments or by disposing of, or umwinding the position.

(i) Uncertainty
Certain model inputs may be less readily deternunable from market data, and‘or the choice of model itsell may be
more subjective. In these crcumstances, there exists a range of possible values that the Anancial instrument or
market parameter may assume and an adjustment may be necessary to reflect the likelihood that in estimating the
fair value of the finanaal instrument, market participants would adopt more conservative values for uncertain
parameters and/or model assumptions than those used in the valuation model .

(ifi Koredit valwation adinstment

The credit valuation adjustment is an adjustment to the valuation of over-the-counter (*OTC™) denvative contracts
to reflect within fair value the possibility that the counterparty may default and the group may not receive the full
market value of the transactions. Further detadl is provided below,

(iellrebit valuation adfus et

The debit valuation adjustment is an adjustment to the valuation of OTC derivative contracts to reflect within fair
value the possibility that the group may defanlt, amd that the group may not pay full market value of the
transactons.

vl Funding fair vaive adivstnent

The funding fair value adjustment is calculated by applying future market funding spreads to the expected future
funding exposure of any uncollateralised component of the OTC denvative portfolio. This includes the
uncollateralised component of collateralised denvatives i addition to denvatives that are fully uncoll ateralized.
The expected future funding exposure is caleulated by a simulation methodology, where available. The expected
future funding exposure 15 adjusted for events that may terminate the exposure such as the default of the group or
the counterparty. The funding fair value adjustment and debit valuation adjustment are calculated independently.

Model-related adjustments

(il Model lirmitation

Models used for pertfolio valuation purposes may be based upon a simplifying set of assumphions that do not
capture all material market charactenistics. Additionally, markets evolve, and models that were adequate in the past
may require development to capture all material market charactenstics in current market conditions. In these
circumstances, model limitation adjustments are adopted, As model development progresses, model limitations are
addressed within the valuation models and a model limitation adjustment is no longer needed.

(if] fmception profit (Day § prafit or foss reserves)

[nception profit adjustments are adopted when the Gor value estimated by a valuation model 15 based on one or
more significant unobservable inputs. The accounting for inception profit adjustments 15 discussed m note 3(1). An
analysia of the movement in the deferred Day 1 profit or loss reserve is provided in note 12(c).
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48 Fair values of financial instruments carried at fair value feomtnued}
Credit veluation adiustment’ debir valuation adfustment methodology

The group calculates a separate credit valuaton adjustment (*CYVA") and debit valuation adjustment " DVA™) for each
group legal entity and, within each entity, for each counterpanty to which the entity has exposure.

The group calculates the CVA by applving the probability of default ("PD") of the counterparty. conditional on the
non=default of the group, to the expected positive exposure of the group to the counterparty and multiplying the result
by the loss expected in the event of default. Conversely, the group caleulates the DV A by applying the PD of the group,
conditional on the non-default of the counterparty, to the expected positive exposume of the counterparty to the group,
and multiplying by the loss expected in the event of default. Both caleulations are performed over the life of the
potential exposre,

For most products, the group uses a simulation methodology to caleulate the expected positive exposure o a
counterparty. This incorporates a range of potential exposures across the portfolio of transactions with the: counterpaty
over the life of the pordfolio. The simulation methodology mcludes credit mifigants such as counterparty netiing
agrecments and collateral agreements with the counterparty. A standard loss given default (*LGD) assumption of 60%
is generally adopted for developed market exposures, and 75% for emerging market exposures. Altemative loss given
default assumptions may be adopted where both the nature of the exposure and the available data suppert this.

For certan types of exotic derivatives, where the products are not curmently supported by the simulation, or for
denvative exposures in smaller trading locations, where the simulation tool is not vet available, the group adopts
alternative methodelogies. These may mvolve mapping to the results for similar products from the smulation teol or,
where the mapping approach is not appropriate, using a simplified methedology, which generally follows the same
principles as the simulation methodology. The caleulation is applied at a trade level, with more limited recognition of
credit mitigants such as netting or collateral agreements than is used in the simulation methodology.

The methodologies do not, in general, account for “wrong-way risk”. Wrong-way risk arises when the underlving value
of the denvative prior to any CVA 18 posiively correlated to the probabality of default by the counterparty. When there
15 sigmi ficemt wrong-way nsk, a trade-spea fic approach s applied to reflect the wrong-way nsk withan the valuahon.

With the exception of certain central cleanng parties, the group includes all thind-pary counterparties in the CVA and
DV A caleulations and does not net these adjustments across the group enfities, The group reviews and refines the CVA
and DV A methodologies on an ongoing basis.
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48 Fair values of financial instruments carried at Fair value feomfnued}

Reconciliation of fair valie measurements in Level 3 of the fair valee hierarchy

oOoOooodn

The following table provides a reconciliation of the movement between opening and closing balances of Level 3
financial instruments, measured at fair valee uzing a valuation technigque with significant unobservable inputs;

Assels Liahilithes
Designated
al lair
value
through
Avallnble- Held for parodit Held For
Tor - sale irading or loss  Derivatives irading  Derivatives
HESm HESm HKESm HESm HESm HESm
ALl Iiuu:r"f r| | 5,712 165 1,911 TRS 12,153 1,108
Total gums or losses m:ugn:wd in pmﬂ or Ios's 43 7 276 T0E (1 872
- Mo 1m:||ng moome excluding net interest E]
income = b = 0S8 {1.387) 872
- Nel meonme 1r~0m nlhr:r E'nauli.lu-'l
insdniments designated at fair value ... - - 2Th - - -
~ Gams less losses from financial
investments .. 43 | = = = = =
Total gams or tuss:::smngmqed in uEqu
comprehensive income . (922) (7} {1 {8} {413 (4
- Available-for-sale chsl.mmli falr wlu:
losses ., R S {717) - - - - -
- I:xdmt;gt dll’f‘aulcts: {145) {7 (1] 5 (413 [1:0]
FUICIASES on.m i i s i e prvmiraies i 545 992 1,940 - - -
[saues | = : 5 = 4424 =
Sales .. (125) (Z52) (63) - - -
Dﬁpﬂ#lls.-nﬂllmbﬂlh - - (BOT) (75) (3,257) 75
Traneers ot .ooniimin ! = 33 (503} (227} (4, 435) {247y
Tl . DLl - - - 1 373 32
AL December 2015 6,253 542 2,446 1,181 7458 1,652
Unrealised gains or losses recognised in profit
or boss relatimg to those assels and liabilfties
teld at the end of the repoting period' ... - 7 101 144 @ {61)
- Trudin@.in-:ome excluding net inlerest
imcome T - 7 - 144 L (18]
= Nel meome :I'rum ulh:r r'nmclu.l
ingtnaments designated af fair value ... - - 101 - - -
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48 Fair values of financial instruments carried at fair value feomtnued}

Assels Liabilities
Dresignated
al fidr value
through
Available- Held for profit Assels held Held for
for-zale rading orloss  Derivatives for sale trading  Derivatives
HKSm HESm HKSm HESm HESm HKSm HESm
ALl kanuary 20014 | i 11,218 i 1,353 1112 4,205 17.82% 1.44%
Total gaims of Loeﬁu m:n;gmsbd
in profit or loss .. 1166 [E] 291 (1243 3332 (1,473} 108
- Met trading mcome ca:dmtng
nel HICrest moome | - [EY - {124} - (1.473) 1o
~ Met income from ::Hh:r
financial insmments
designaled at fair value ... - - i | - - - -
- Gums less losses from
fiisircial invesdments ........... 1,166 - - - 3.332 - -
Total gams or losses recognised
in other comprehénsive income (20 {24} - 0] {3 A58} (331} {63
Avvailable-for-sale
investments: fair value losses 3 - - - {3.458) - -
- Exchange differences ... (i {24} - (1 - (3313 (i H
Purchases ... 1,359 411 587 - - - -
lssues . - - - - - 4950 -
Sales ... (2419 (630 {45) {4,169} =
quusb milmbﬂlls (4,583) - (*27) 97 - (3514} 3
Transfers cat ... - (274} - (624} - (5,085) {2471
i - 11 252 kLl - 77 106
Al 31 December 2004 ..o 6,712 165 1,911 733 - 12,153 1,108
Unrealised gains or losses
recagnised m profit or loss
relating to those assets and
liabilities held at the end of the
reporting period” .. (8] (k3] 204 47 - [EN] {11
- Net tragdmg income cxl:-‘ludlng
net imlerest income ... - {2k - 47 - {3) {110F
= Met incorme from cther
financial inslraments
desigmated at fair value ... - - 20 - - - -
- Impairment charges ... (88) - - - - - -

1 The amonnt has been reported on a wel basis gfter taking inte consdderation the fotal gains or losses aridng from those transaciions
where e risk has been backed o fo other HSBRC sintilics

Transfers between levels of the fair value hierarchy are deemed to oceur at the end of the reporting period.

Transfers ot of Level 3 held for trading liabilities predominantly resulted from an increase in the observability of
inpauts such as comelations in pricing the instruments,

For assets and liabilities classified as held for trading, realised and unrealised gains and losses are presented in the
income statement under *Met trading income”.

Fair value changes on asaets and liabilities designated at fair value are presented in the income statement under “Net
income/{expense) from financial instruments designated at fair value’,

Realized gaine and losses from available-for-sale securities are presented under “Gaing less losses from financial
investments” in the income statement while unrealised gains and losses are presented in °Fair valee changes taken (o
equity” within *Avalable-for-sale investments” in other comprehensive income.
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48 Fair values of financial instruments carried at Fair value feomfnued}
Effects af chamges in significant ron-observeble assumiptions lo reasonably possible alternatives

As discussed above, the fair values of financial instruments are, in cerfain circumstances, measured using valuation
models that incorporate assumptions that are not supported by prices from cbservable current market transactions in
the same instrument and are not based on ohservable market data. The following table shows the sensitivity of fair
values to reasonably possible alternative assumptions:

Sensitivity of fair values to reasonably possible alternative assumptions

Refected in income stalement RefMected in ather comprehensive
incone
Favourable Unfavourable Favourabile Unfavoarable
changes changes changes changes
HESm HESm HE%m HESm
AL 3 December 2015
Dierivativesirading asselsrading liabilitics 193 77} - -
Financial assets designated at fair vahue ... 122 (122) - -
Financial investments: available-for-sale ... - - 4 {401)
A1 31 December 2014
Drerivativesirading asseis/ireding liabilities ..oveievn i (322) -
Financial amets designated &t fair value .. 19 (181 - -
Financial investments: available-for-sale ... . - - 672 {6 74)

Favourable and unfavourable changes are determined on the basis of sensitivity analysis. The sensitivity analvsis aims
to measure a range of fair values consistent with the application of a 95% confidence interval. Methodologies take
account of the nature of the valuation techrgue emploved, as well as the availability and reliabibity of cbservable
proxy amd historical data. When the available data is not amenable to statistical analysis, the quantification of
uncertainty is judgemental, but remains guided by the 95% confidence interval.

When the fair value of a financial instrument iz affected by more than one unobservable assumption, the above table
reflects the most favourable or the most unfavourable change from varving the assumptions individually.
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48 Fair values of financial instruments carried at fair value feomtnued}
Quantitative information abont significant wichservable tnputs in Level 3 valuations

Al 3 December 2015

Assels.  Llabilities ___ Rangeoflnputs
Valuation technique Koy unobservabde Inputs fulr value Fair value Lawer Higher

HKS$m HESm

Structiered nodes and deposits

Option modd ... Equity correlation - 1110 035 093
Option mckdel .. Equity velatiliy = 4,602 12% 550
Cyption model ., " Interest rale cormelation B 869 043 0,99
Opticn mode ... Foreign exchange volatility = 7235 5% 174
Corporate bonds
Market comparable approach ... Bid quotes 1,259 - 9052 100.54
Frivate equily inchiding strategic
invesments
Market comparable approach .., Multiple 3373 - 072 3704
Netagel VRIUE ..o Equity valuation 656 - na n'a
et asset value ... Fund valuation 15580 - na na
Broker pricing ... Bid quotes 555 - 041 0,42
10,722 9,140
Al 31 December 2004
Asmsels- Liakvilitses- Range of inputs
Valuation techmicque Key unobservable inputs fair value fair value Lower Higher
HESm HESm
Structired nodes and deposits
Option mode ... Equity correlation - 6,342 027 092
Option model ..o Equity volatility - 3354 12% i
Crption mocdel .. b Enterest rale correlation - 191 040 0,96
Coption model e Foreign exchange volatility 1,509 % 19%
Corporate bonds
Market comparable approach .. Bid quotes ThS - 97.60 99,69
Frivate equity inchiding strutegic
invesd ments
Market comparable approach ... Multiple 4,189 0452 36,66
Wet asset value ..o Equity valuation T - na n'a
et asset value., Fund valuation Ling - na na
Biroker pricing ..o Bid quoles Gl - 044 0.47
L 1,197 1.265
9.57% 13,261

Kev unobservable inpuis to Level 3 financial instrumernis

The table above lists key unobservable inputs to Level 3 financial instruments, and provides the range of those inputs
as at 31 December 2015 and 2014, A further description of the categories of key unobservable inputs is given below.

Volatility

Volatility 15 a measure of the anticipated future vanability of a market price. Volatility tends to increase in stressed
market conditions, and decrense in calmer market conditions. Volatility is an important input in the pricing of options,
In general, the higher the volatility, the more expensive the opfion will be. This reflects both the higher probability of
an increased retum from the option, and the potentially higher costs that the group may incur in hedging the nsks
associated with the option. If option prices become more expensive, this will increase the value of the group’s long
option positions (e, the positions in which the group has purchazed options), while the group’s short option positions
{i.e. the positions in which the group has sold options) will suffer losses.
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48 Fair values of financial instruments carried at Fair value feomfnued}

Volatility varies by underlving reference market price, and by strike and maturity of the option. Volatility also varies
over time., As a result, it is difficult to make general statements regarding volatility levels. For example, while it is
generally the case that foreign exchange volatilities are lower than equity volatilities, there may be examples in
particular currency pairs or for particelar equities where this is not the case,

Certain volatilities, typically those of a longer-dated nature, are unobservable. The unobservable volatlity is then
estimated from observable data For example, longer<lated volatilities may be extrapolated from shorter-dated
volatilities,

The range of unchservable volatilities quoted in the table reflects the wide vanation i volatlity inputs by reference to
market price. For example, foreign exchange volatlities for a pepged cumency may be very low, whereas for non-
managed currencies, the foreign exchange volatility may be higher. As a further example, volatlities for deep-in-the
money or deep-out-of-the-money equity options may be significantly higher than at-the-money options. For any single
unobservable volatility, the wncertanty in the volatility determmation 15 sigmificantly less than the range gquoted above.

Correlation

Correlation is a measure of the inter-relationship between two market paces, Comelation is a number between minus
one and one. A positive correlation implies that the two market prices tend to move in the same direction, with a
comelation of ene implying that they always move in the same direction. A negative correlation implies that the two
market prices tend to move in opposite directions, with a correlation of minus one implying that the two market prices
always move in opposite directions,

Correlation is used to value more complex instruments where the payout is dependent upon mere than one market
price. For example, an equity basket option has a payout that is dependent upon the performance of a basket of single
stocks, amd the comelation between the prce movements of those stocks will be an input to the valuation. This is
referred fo as equity-equity correlation. There is a wide range of instruments for which correlation is @ input, and
consequently a wide range of both same-asset correlations (e.g. equity-equity correlation) and cross-asset cormelations
{e.g. foreign exchange rate-interest rate cormelation) used. Im general, the range of same-asset correlations will be
namower than the range of cross-asset correlations.,

Correlation may be unobservable, Unobzervable comelations may be estmated based upon a range of evidence,
including consensus priang services, the group trade prices, proxy correlabions and examination of historical price
relationships.

The rnge of unobservable comelations quoted in the table reflects the wide varation in correlation inputs by market
price par. For any single unobservable correlation, the uncertamty in the comelation determination is likely to be less
than the range quoted above.

Private equity including strategic investments

The group™s private equity and strategic investmenis are generally classified as available-for-sale and are not traded in
active markets. In the absence of @ active market, an investment's fair value iz estimated on the basiz of an analysis of
the investee’s financial position and results, fisk profile, prospects and other factors, as well as by reference to market
valuations for similar entities quoted in an active market, or the pnee at which similar companies have changed
ownership, Given the bespoke nature of the analysis in respect of each holding, it is not practucal to quote a range of
key unobservable inputs.

Inter-relationships between key unobservable inputs

Kev unchzervable inputs to Level 3 financial mstruments may not be independent of each other. As descnbed above,
market vanables may be cornelated. This correlation tvpacally reflects the manner in which different markets tend to
react 1o macro-economic or other events. For example, improving economic conditions may lead to a *rsk on” market,
in which prices of nisky assets such as equities and high vield bonds will nse, while “safe haven® assets such & gold
and LS Treasunes decline, Furthermore, the impact of changing market vanables upon the group portfolio wall depend
upon the group’s net nsk posifion in respect of each vanable For example, imereasing lugh-vield bond poces wall
benefit long high-vield bond positions, but the value of any credit derivative protection held against those bonds will
faldl.
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4% Fair values of financial instruments not carried at fair value

The ¢lassification of financial instruments is determined in accordance with the accounting policies set out in note 3,
Fair values are defermined according to the hierarchy set out in note 48

Fair valiwes of financial instruments which are not carvied at fair vafue and bases of valuarion

Fair values
Yaluation techniquoes
Wil
Using slaniffeant
Quoted  observable  unobservable
Carrying  marked price inputs inputs
LRI Level 1 Level 2 Level 3 Total
AL 31 December 2015 HESm HESm HESm HESm HKSm
Assels
Fleverse repurchiase agreemmis = nonarading ... 22779 - 205,434 TA32 212 866
Placings with and sdvances to banks 421,221 = 411,044 10,357 421,431
Loans and advances o customers ... ; 1. 762,20 - 44,348 1708923 2.753.2T1
Financial investment debt securities ... 218 599 4098 131 821 - 235919
Liabilities
Repiarchase agream anls - muatﬂdmg 16,158 - 16,158 - 16,158
Deposits by banks . A G 148,204 - 147 826 464 148,204
Custamer accounms | 4,640,076 - 640,626 - A 640,626
Dbt securities in is=e 4 40,859 - 40,508 - 40,598
Suberdinated habilties .. ' §,003 - 1,538 5027 6, 565
Preference hames ...t e 36,553 - - I 863 36863
Al 31 December 2014
Aswel§
Feeverse repurchase agreemmis = nom-Lrading .........coco0nen 218201 - 210267 709 218,976
Placings with and advances to banks ... 488,313 - AT 348 G106 AR A54
Loans and advances to customers .. 2,815,216 - 11540 2,780,358 2803798
Franacial investment debl securifies ..o, 182,626 4768 185968 - 194,736
Lishalities
Buepurchase a,grmlulls - :u:ul-tridmg 233719 = 18379 - 18379
Deposits by banks .. 4 b ol o P o 1 226,713 - 236,044 668 234,712
COAmE APOOUIE e svainararrisrn imim s s e 4,475.5992 - 4 ATHHES - 4 4TH 58S
Dt secumilies in isaie ... 45,297 1129 43316 B850 45,325
Subordinated HabEBMIES ....coiirimimsmim e en 12,832 - 2. 267 DAED 11,250
Ereference Bl .. ... i it 15, 552 - - 11623 32623

The magority of the inandal instruments not carmed at far value are measured ot amortised cost. The following table
lists those financal instruments for which their camang amounts are a reasonable approximation of fair values
becanse, for example, they are short term in nature or re-price to curnent market rates frequently:

Assels Linbilities

Cusd und babanges at central binks Merms in the course of trnsmission to other banks
Hong Bong Govemmen! certificates of indebtedness Hong Kong currency notes im circulation

Itemis in the course of collection from other banks Acceptances and endorsements

Acceptances and endorsements Shot-term payables within *Other labilities®
Shert-term receivables within *Other assets' Accruals

Inwesiment contracts with discretionary participaticn features
Accrued mcome within “Liabililies under insurance confrds’

186

382/436



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

49 Fair values of financial instruments not carried at fair value (cﬂn.rmwa’j
Valuation

The fair values of financial instruments that are not camed at fair value on the balance sheet are calculated as
described below,

The caleulation of fair value incorporates the group’s estimate of the price that would be received to sell an assel of
paid to transfer a liability in an orderly transaction between market participants at the measurement date. [t does not
reflect the economic benefits and costs that the group expects to flow from the instruments’ cash flows over their
expected future lives, Other reporting entities may use different valuation methodologies and assumptions in
determining fair values for which no observable market prices are available.

Repurchase and reverse repurchase agreements — non-trading

Fair values are estimated by using discounted cash flows, applying current rates. Fair values approximate camying
amounts #s their balances are generally short dated,

Loans and advances to banks and customers

The fair value of loans and advances is based on observable market transactions, where available, In the absence of
obzervable markel transactions, far value 15 estimated using valuation models that incorporate a range of nput
assumplions. These assumplions may mclude value estimates from third party brokers which reflect over<the-counter
trading activity, forward looking discounted cash flow models using assumptions which the group believes are
consistent with those which would be used by market participants in valuing such loans; and trading inputs from other
market parhicipants which includes observed primary and secondary trades.

Loans are grouped, as far as possible, into homogeneous groups and stratified by loans with similar charactenstics to
improve the aceuracy of eatimated valuation outputs, The stratification of a loan book considers all matenial factors,

The fair value of a loan reflects loan impairments at the balance sheet date. For impaired loans, fair value is estimated
by discounting the future cash flows over the time peniod they are expected to be recovened.

Financial investments

The fair values of listed Anancial investments are determined using bid market prices. The fair values of unlisted
finameial investments are defermined using valuation fechniques that take into consideration the prices and future
earmings streams of equivalent quoted securities.

Deposits by banks and customer accounis

Fair values are estimated using discounted cash flows, applving current rates offered for deposits of similar remaining
maturities. The fair value of a deposit repayable on demand is approximated by its carmying value,

Debit securities in issue and subordinated lHabilities

Fair values are estimated by discounting future cash flows using discount rates for the applicable maturities and taking
own credit spread inte account.

The fair values in this note are stated at a specific date and may be significantly different from the amounts which will
actially be paid on the matunty or settlément dates of the instriments. In many cases, it would not be possible to
realise immediately the estimated fair values given the size of the portfolios measured. Accordingly, these fair values
do not represent the value of these financial instruments to the group as a going concemn.
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50 Structured entities

The group enters into certain transactions with customers in the ondinary course of business which invelve the use of
stmectured entities (“5Es") to facilitate or secure customer transactions, Some of these structhures are complex or non-
transparent. The group’s arrangements that involve SEs are authonized centrally when they are established to ensure
appropriate purpose and govemance. The activities of SEs administered by the group are closely monitored by semor
management. The group has involvement with both consolidated and unconsolidated SEs, which may be established
b the group or by a third party. Structured entiies are assessed for consolidation in accordance with the accounting
policy set out in note 1(c),

The group’s transactions with conzolidated and unconsolidated SEs are zet out below.

Struciured credit transaciions

The group provides structured credit products to third-party professional and institutional investors who wish to obtain
exposure to a reference portfolio of debt instruments.

In such strugtures, the investor receives retums referenced to the underlving portfolio by purchasing notes issued by
the SEs. The group enters into coniracts with the SE, including denvatives, in order to pass the required risks and
rewards of the reference portfoios to the SEs.

In certain transactions the group is exposed to nsk often refermed to as gap nsk. Gap nsk typicall y anses in transactions
where the aggregate potential claims agamnst the SE by the growp pursuant to one or more derivatives could be greater
tham the value of the collateral held by the SE and secunng such denvatives, The group often mitigates such gap nsk
by ensunng high quality collateral, hedging the nsk, or incorporating features allowing managed liquidation of the
portfolio

Securitizations by the group

The group uses SEs to secunfise customer loans and advances that it has onginated in order to diversify its sources of
funding for asset origination and for capital efficiency purposes. The loans and advances are transfemred by the group
to the SEs for cash, and the SEs 1ssue debt secunities to investors to fund the cash purchases. The group may alsoe act as
a denvative counterparty or provide a guarantee. Credit enhancements to the underlving assefs may be provided o
obtain investment grade ratings on the senior debt issued by the SEs.

The group’s expesure is the aggregate of any holdings of notes isswed by these vehicles, the reserve account positions
intended to provide credit support under certam pre-defined circumstances to senjor note holders and any dernivatives
or gnarantees provided. Off balance sheet financial guarantees are disclosed in note 41(h),

Third-party financing SEx

The group also transacts with third party SEs in the normal course of business for a number of purposes, for example,
te prowide finance to public and private sector infrastracture projects, for asset and structured finance tramsacions and
for customers to raise finance against secunty.

The assets are generally ring-fenced by the SE and, in most cases, the customer, a sponsor or third party provides some
credit enhancement or guarantee in the strecture.  The group also has interests in third-party establizshed struciured
effities by holding notes issued by these entities or entering into denivatives where the group absorbs nisk from the
entities.

The derivative and lending exposures are generally secured by the 5E's assets, with credit enhancement and/or
guarantees provided by third parties, The groups nisk in relation to the denvative contracts and trading positions with
these 5Es is managed within the group’s market sk framework (see “Market Risk” in the *Risk Repont”). Credit nisk is
managed within the group’s credit sk framework (see *Credit Risk” in the *Risk Report™).
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50 Structured entities (continued)
Fruedls

The group has established and managed money market funds and non-money market investment funds o provide
customers with investment opportunities. The group, as the fund manager, may be entitled to recerve management and
performance fees based on the assets under management.

The group purchases amd holds units of HEBC managed and third party managed funds in order to facilitate both
business and customer needs. The majority of these funds held relate to the msurance business. When the group 15
deemed to be acting as a prncipal rather than an agent in its role as a fund manager, the group controls and hence
consolidates these funds.

The risks of umit holding are managed under a trading mandate or the investment nsks associated with the insurance
business are managed through matching assets and liabilities for non-linked products.  [nvestment strategies are set
with the intention to provide sufficient investment retum to satisfy policvholders” reasonable expectations.
Policyholders bear the market nak for unt-linked products. This 1z discussed in more detail in *Insurance Risk” wathin
the “Risk Report™.

In addition, the group enfers into denvative contracts to facilitate risk management solutions for third party managed
funds. Mote 12 sets out information in respect of derivatives entered into by the group.

Unconsolidated structured entities

The term “unconsclidated structured entities” refers to all SEs that are not controlled by the group.

The table below shows the total assets of unconsolidated SEs in which the group has an interest at the reporting date,
as well as the group’s maximum exposure o loss in relation to those interests.

The maximum exposure to loss from the group’s interests in unconsolidated SEs represents the maximum loss that the
group could incur as a result of 115 involvement with unconsolidated SEs regardless of the probability of the loss being
imeumed.

For commitments and guarantees, the madmum exposure to loss is the notional amount of potential future losses.

For retaned and purchased investments in and loans to wneonsolidated SE=, the maximum exposure to loss is the
carrying value of these interests ai the balance sheet reporfing date,

The maximum exposure to loss s stated gross of the effects of hedging and collateral amangements entered into to
mifigate the group’s exposure to loss,

Income from unconsolidated SEs includes recumng and non-recuming fiees, intenest, dividends, gains or losses on the
re-measurement or derecognition of interests in structured entities, any mark-to-market gains or losses on a net hasis
and gaing or losses from the transfer of assets and liabilities to the structured entities,
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50 Structured entities (continued)
Narture and risks associated with the growp s interesis i unconsoftdared strictured entitios

HSBC  Non-HSBC
managed managed

Securltisations Tamds Tunds Other Total
HESm HESm HESm HESm HESm
At 31 December 2015
Total assels . 30,631 G210 5,527,243 27366 6,237,280
The groups nterest. assets
Trading assets . Wt - o9 - - 99
Financial assets d-:slgnnl-ud st I':lr wlun - 15,506 40,142 - 25 648
Derivatives .. i - - - 199 199
L oans and nd\-moes o mﬂmm LIS - - 6918 15,372
Financial mvestmems .. - - 433 - 435
Other Meete L i e - - - 183 183
Taotal assels in relation to the group's interests in the
umeonsolidated strudured elities’ i 63 15,608 4,577 7500 TIA30
The group”s mterest- liabilities
EMETUNETINASE, sty i iyt ki 208 - - 2 207
Taotal lighilities in relation lo the group’s interests in
the unconselidated structured @UIES .. 205 - - & 207
The group”s MAKTMUT SXPOSUTE Lomewima s D303 135,608 40,598 7046 T3 45
AL 31 Diecember 20147
Total assels | T R el sy b S e de s 19442 9TR9TY 1022, M8 45903 B.066,533
The group”s mlm a.ss:ls
Trading assets ..o . - o8 - - 98
Financial uﬁﬂs:hﬂgml-cd ul: :I'alrwuluc i - 16,852 40,576 - 57,428
Derivatives ..o e i 14 : 187 201
L oans and advances 1o ulslonm 6,270 - - 2645 14,915
Financial MYESIMEMS ... ciimimimamii - - 125 - 325
L1 — - - - 38T 387
Total assets in relation 1o the group suum sinthe
imeonsolidsted stnidured atities' 5,254 16,950 40,500 2.219 73,354
The group™s miberest- abilities
DIEIVELVES. <. ociiuocimisimion bt im i st i msbainsins 111 - - 1] 121
Total liabilities im relation to the group’s inlerests inthe
unconsslidsted strucured entities ... 111 - - 1] 121
The group”s MANIHN EXROSITE ..o recris 7,001 16,950 40,922 9,606 14479

I Ameungsr the group s interests in the aowts of the unconsolidated sorwetuned entivies, HEELS S06m (2004 HESIE 85 3mp of HERC
managed fwncds foms of totel assels of HESIE G050 (2004: HESPS, 950m)) and HESA 547 m (20040 HESH0 77 7mb of won-HSBC
gy fiials fourr of todal aanets of HESO0 37 T (2004 HES 0 90 Tmid are held By the dnnorance butfiness,

1 Certain 24 balances have been re-presented in accondmnce with cwrrent year disclosmire comveniion,

Structured entities sponsored by the group

The definition of a sponsor is given in note 3ink In some cases, the group does not have an inferest in the
unconsolidated structured entities that it has sponsored at the reporting date.

The amount of assets transferred to and income received from such sponsored dunng 2015 and 2014 was not
significant.
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51 Bank balance sheet and statement of changes in equity

Bank balance sheet at 31 December 2005

2005 004
HESm HESm

ASSETS

Cash and sight balances at central banks ...
ems m the course af collection From other banks ..
Hong Keng Govemment centificates of indebledness | 220,184 214,654
Trading nssets | . 215,109 298,365
Derivalives - e icis e ‘ 30,222 374876
Finzncial assets designated at fair vahe _, a11 1,257
Reverse repurchase agreements - non-tradang . 04,592 116113
Placings with and sdvances to banks ....... 179, 10% 2, 309
Loans and sdvances to cusdomers | 1,546,056 1590711
Financial investments _..._..... 950 504 721,983
Amounts due from Group companies 407,194 404,136
Iivestments in subsidiaries ........... ‘ 72,395 T84S
Interests m associales aml;mm \wms i i 39,530 39,830
Croodwill and mtangible asses 4361 4,307
Propeny, plant aﬂd oq.npmm! ; §0,513 Téi, 854
MO BB e i o i i i o e i 50,271 MGIT

T S B L s S N O S e L= s s 4382657 4,350 911

112427 120 468
18,055 15,588

LIARILITIES

Hong Kong currency nofes m cBeubaion ... e
Items im the course of manamission to other banks ...
Repurchase agreements — non-rmding ..o s 6,192 21,033
Drepasits by banks ..o, i 02 968 174,385
ACWSARKEIRT BEDOUIBUE . vmi i s nrrmi e 00031 W R0 00 B AR TR 401 2972413 314,510
Trading liabilities ... G 101,342 0%, 549
Drerivatives .......c..... : 330,281 153645
Financial liabilities ﬂ:smod nl fair value . 8744 4180
el securitics in issue . 32,054 32,089
Eetirement bencfi |iabi|i1ltﬁ 4 465 3063
Amounts due to Growp companics 141,047 187,935
Oaher hiabilities and provisions . ] AT S0 47,777
Currenl tax liabilities .. . 1,451 1,840
Drelerred 1ax linbilitics 6,506 6435
Subordinated liabilities 6,204 337

120,184 214,654
21,560 2512

Y IRIEDES .. i v i i ms o s s e i e o o o 4 i s o e s e 4050372 4034018

EQUITY
Other eqiity insraren 14,727 14,727

6,555 1,253
214,938 15851

Tolsl equity and WabIEIes ... i i s b s A8 6S8T 4,351,911

Dhirvectors
Stuart Gulliver
Peter Wong
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THE HONGHONG AND SHANGHA| BANKING CORFORATION LIMITED

Notes on the Financial Statements (continueds

51 Legal proceedings and regulatory matters

The group 15 party to legal proceedings and regulatory matters in & number of junsdictions ansing out of its normal
business operations. Apart from the matters described below, the Bank considers that nome of these matters are
matenal, The recognition of provisions is determined in accordance with the accounting policies set out in note 3(v)
While the outcome of legal proceedings and regulatory matters is inherently uncertain, management believes that,
based on the information available to it, appropriate provisions have been made in respect of these matters as at 31
December 2015, Any provision recogmsed does not constitute an admission of wrongdoing or legal hability. 1t is not
practicable to provide an aggregate estimate of potential liability for our legal proceedings and regulatory matters as a
class of contingent liahilities,

Anti-money faundering and ranctions-related matter

In October 20010, HEBC Bank USA entered into a consent cease-and-desist order with the Office of the Comptroller of
the Currency (the *OCC") and the indirect parent of that company, HSBC MNorth Amenca Holdings Inc. (*HMAH"),
entered into a consent cease-and-desiat order with the Federal Rezerve Board (the “Crders’). These Crders required
improvements to establish an effective compliance risk management programme across HSBC's US businesses,
including nsk management related to US Bank Secrecy Act (*B3A’) and anti-money laundening (" AML" ) compliance.
Steps continue to be taken to address the requirements of the Orders.

In December 2012, HSBC Heldings ple, HWAH and HSBC Bank USA entered into agreements with US and UK
government agencies regarding past inadequate compliance with the BSA, AML and sanctions laws. Among those
agreements, HSBC Holdings ple and HEBC Bank USA entered nfo a five-vear deferred prosecution agreement with
the US Department of Justice {*Dal”), the US Attomev’s Office for the Eastern Dastrict of Mew York, and the US
Attorney™s Cffice for the Northermn District of West Virginia (the “US DPA™), and HSBC Holdings ple consented to a
cease-and-desist order and HSBC Holdings ple and HMAH consented to a ¢ivil money penalty order with the Federal
Reserve Board (*FRBE"). HSBC Holdings ple also entered into an agreement with the Office of Foreign Assets Control
("OFAC") regarding historieal transactions invelving parties subject to OFAC sanctions, as well as an undertaking with
the UK Financial Conduct Authority (*FCA") to comply with certain forwand-looking AML and sanctions-related
obligations, In addition, HSBC Bank USA entered into a civil money penalty order with the Financial Crimes
Enforcement Metwork {*FinCEN") of the US Treasury Department and a separate civil money penalty order with the
OC.

Under these agreements, HSBC Holdings ple and H53BC Bank USA made payments totalling $1.9bn to US authorities.
In July 2013, the US Distniet Court for the Eastern Distnict of New York approved the US DPA and retained awthonty
to oversee implementation of that agreement. An independent compliance monitor (the “Monitor”) was appointed in
2003 under the agreements entered inte with the Dol and the FCA to produge annual assessments of the effectiveness
of HSBC's AML and sanctions compliance programme. Additonally, the Monitor s serving as HSBCs independent
consultant under the consent order of the FRE. In January 2016, the Monitor delivered his second annual follow-up
review neport as required by the US DPA

Under the terms of the US DPA, upon notice and an opportunity to be heard, the Dol has sole discretion to detenmine
whether HSBEC has breached the US DPA. Potential consequences of breaching the U'S DPA could include the
imposition of additional terms and conditions on HSBC, an extension of the agreement, including its monitorshap, or
the criminal proesecution of HSBC, which could, in tum, entail further financial penalties amnd collateral consequences.

HSBC Bank USA alzo entered into a separate consent order with the OCC requiring it to correct the drewmstances and
conditions as noted in the C/0Cs then most recent report of examination, and imposing certain restrictions on HSBC
Bank USA directly or indirectly acquining control of, or holding an interest in, any new financial subsidiary, or
COMIMENCIng 8 new activity in its existing financial subsidiary, unless it receives pnor approval from the OCC. HEBC
Bank USA also entered inte a separate consent order with the OCC requiring it to adopt an enterprise-wide compliance
ProgIsumm.

These setilements with US and UK authorities have led to private litigation, and do not preclude further private
litigation related to HEBC s compliance with applicable BSA, AML and sanctions laws or other regulatory or law
enforcement actions for B3A, AML, sanctions or other matters not covered by the vanous agreements,
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52 Legal proceedings and regulatory matters {confinwed)

Tax investigations

The Bank continues to cooperate with the relevant US and other authonities, including with respect to US-based clients
of the Bank in India.

In addition, vanous tax administration, regulatory and law enforcement authorities around the world, including in
India, ane conducting investigations and reviews of HSBC Swiss Private Bank and other HSBC enfities in connection
with allegations of tax evasion or tax fraud, money laundenng and unlawful cross-border banking solicitation. The
Indian tax authority 1ssued a swmmons and request for information to the Bank in India,

With respect to each of these ongoing matters, the Bank and other HSBC companies are cooperating with the relevant
authorities in a manner consistent with relevant laws, There are many factors that may affect the range of outcomes,
and the resulting financial impact, of these investigations and reviews, which could be sigmficant.

In light of the media attention regarding these matters, 1t 12 posaible that other tax admimstration, regulatory or law
enforcement authorities will also initiate or enlarge similar investigations or regulatory procesdings.

Foreign exchange rate investigations

Various regulators and competition and law enforcement authonties around the world, including in South Korea and
elsewhere, are conducting investigations and reviews into trading by HSBC amd others on the foreign exchange
markets. The Bank and other HSBEC companies have been cooperating with these ongoing investigations and reviews,

There are many factors that may affect the range of outcomes, and the resulting financial impact of these
iwvestigations, which could be sigmificant.
Hiving proctices investigation

The US Securities and Exchange Commission (the *SEC"} is investigating multiple financial institutions, including
HSBC Holdings ple, in relation to hiring practices of candidates referred by or related to government officials or
employees of state-owned enterprises in Asia Pacific. HSBC hag received various requesta for information and is
cooperating with the SECs inveshgation.

Based on the facts curmently known, it is not practicable at this time for HSBC to predict the reselution of this matter,
including the Gming or any possible impact on HSBC, which could be sign ficant.

53 Ultimate holding company

The ultimate holding company of the Bank is HSBC Holdings ple, which is incorporated in England,

The largest group in which the accounts of the Bank are consolidated is that headed by HSBC Holdings ple. The
consolidated accounts of HSBC Holdings ple are available to the public on the HSBC Group's web site at
www_hsbecom or may be obtaned from 8 Canada Square, London E14 SHCE, Umited Fmngdom.

54 Events after the balance sheet date

There have been no events after the balance sheet date that would require disclosure in these financial staterments.

55 Approval of financial statements

The financial statements were approved and authonsed for issue by the Board of Directors on 22 February 2016,
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27 11
10 27 15
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12 27 29
13 26 27 29
14 26 27 29

15 27

16 26 27

17 27
18 27 17
19 27 19
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21 27 30
22 27

23 27 17
24 12 27 17
25 27 17
26 26 27 17
27 26 27 17
28 26 27 20
29 26 27 28
30 26 27

31 27

32 27 10
33 27 14
34 27 17
35 27 28
36 27 30
37 27 10

38 27 10 28
39 26 27 11

40 27 11

41 27 11 13
42 27 11 17
43 26 27 11 25
44 26 27 11 26
45 26 27 11 27
46 27 11 30
47 26 27 12

48 27 12

49 27 12 14
50 26 27 12 18
51 27 12 21
52 26 28

53 28

54 28 15
55 28 15
56 28 15
57 26 28 20
58 28 27
59 28 29
60 28 10
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61 26 28
62 26 28
63 26 28
64 28
65 28 11
66 28 11
67 28 14
68 28 14
69 28 14
70 28 23
71 19

28 31
72 26 28 31
73 26 28 31
74 28
75 26 28
76 28 20
77 19

28 28
78 26 28 28
79 26 28 28
80 28
81 28
82 28 24
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@
¢))
2017 24 2015 23 810,000,000
2017 11 28
2015 28 300,000,000
2017 26 2015 28 300,000,000
2017 19 2015 18 510,000,000
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2017 12 19
2015 18 300,000,000
2017 26 2015 25 500,000,000
2017 14 2015 13 310,000,000
2018 17
2015 16 300,000,000
2018 24
2015 23 300,000,000
2017 28 2015 29 410,000,000
2017 19
2015 17 342,000,000
2017 29 2015 28 310,000,000
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2016 30 2015 29 1,319,000,000

2018 16 2015 10 15 200,000,000

2017 10 27 2015 10 26 310,000,000

2018 14 2015 11 12 200,000,000

2017 11 28 2015 11 27 300,000,000

2017 12 18 2015 12 17 300,000,000

2016 12 30 2015 12 29 1,360,000,000

2018 29 2016 1 28 410,000,000
2016 26

2016 1 28 510,000,000
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2018 23 2016 23 300,000,000
2017 29
2016 30 200,000,000
2017 29
2016 30 200,000,000
2017 29
2016 30 200,000,000
2018 24 2016 4 22 300,000,000
2017 28 2016 4 27 1,515,000,000
2018 24 2016 23 410,000,000
2018 11 2016 407,000,000
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®)
1.
27
28
903,550,999
1,000
28 28
2.
21
28
150,810,033 100
3.
17
28
532,463,527 1,000
4.
28 29
2,604,732,635 1,000
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28 10

377,544,607 1,000

19

28

414,077,015 100
() 28 28

27 24 27
10

28 10

37,853,400 100
() 28 28 10

20
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28
84,295,500 100
() 28 28
9.
28
502,664,337 100
() 27 13 178 27 30
9,000,000
10.
28 16
400,000,000 100
)
11.
28 12
1,022,020,076 1,000
)
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12.
28
1,262,407,360 100
) 28
13.
(ThinkPark Tower)
28
614,527,405 1,000
14.
28
195,178,127 100
() 28 28
15.
28 12
1,206,286,115 1,000
() 28 28 12
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16.
11
28 15
572,966,166 1,000
17.
16
28
3,373,647,813 1,000
)
18.
28 12
599,875,479 100
19.
28 12
4,833,463,387 1,000
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28 12

991,424,727

1,000

(

)

21.

28

28

12

28

2,000,000,000

100

(

)

22.

1006

28 12

2,453,053,497

100
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1,662,889,504 100
24.
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28 12
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14)
TOPIX
D
2018 29
2015 29 5,810,000,000
S&P500
2)
2018 25
2015 24 2,000,000,000
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3
2018 10 25
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7
2018 12 21
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8)
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9
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2019
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11)
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2021 19
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2011 2012 2013 2014 2015
10,857.53 10,395.18 16,291.31 17,935.64 20,868.03
8,160.01 8,295.63 10,486.99 13,910.16 16,795.96
2015 2015 2015 2015 2015 2015
10 11 12
20,841.97 20,808.69 18,770.51 19,083.10 | 19,944.41 | 20,012.40
19,737.64 17,806.70 16,930.84 17,722.42 | 18,683.24 | 18,565.90
S&P500
2011 2012 2013 2014 2015
1,363.61 1,465.77 1,848.36 2,090.57 2,130.82
1,099.23 1,277.06 1,457.15 1,741.89 1,867.61
2015 2015 2015 2015 2015 2015
10 11 12
2,128.28 2,104.18 1,995.31 2,090.35 2,109.79 2,102.63
2,046.68 1,867.61 1,881.77 1,923.82 2,023.04 2,005.55
NY 30
2011 2012 2013 2014 2015
12,810.54 13,610.15 16,576.66 18,053.71 18,312.39
10,655.30 12,101.46 13,328.85 15,372.80 15,666.44
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2015 2015 2015 2015 2015 2015
10 11 12
18,120.25 17,615.17 16,739.95 18,132.70 17,918.15 17,888.35
17,440.59 15,666.44 16,001.89 14,810.31 17,245.24 17,128.55
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TOPIX
2011 2012 2013 2014 2015
974.63 872.42 1,302.29 1,447.58 1,691.29
706.08 695.51 871.88 1,132.76 1,357.98
2015 2015 2015 2015 2015 2015
10 11 12
1,673.88 1,691.29 1,507.37 1,558.99 1,605.94 1,602.94
1,579.89 1,432.65 1,375.52 1,442.74 1,526.97 1,502.55
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Independent auditor's report to the shareholder of The Hongkong and Shanghai Banking Corporation Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of The Hongkong and Shanghai Banking Corporation
Limited (the ‘Bank’) and its subsidiaries set out on pages 79 to 195, which comprise the consolidated balance sheet
as at 31 December 2015, and the consolidated income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and other explanatory information.

Directors responsibility for the consolidated financia statements
The directors of the Bank are responsible for the preparation of consolidated financial statements that give a true
and fair view in accordance with Hong Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants (‘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.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit and to
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.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the HKICPA. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considersinternal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view 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 entity
's internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements give atrue and fair view of the financial position of the Bank
and its subsidiaries as at 31 December 2015, and of their financial performance and cash flows for the year then
ended in accordance with Hong Kong Financial Reporting Standards and have been properly prepared in
compliance with the Hong Kong Companies Ordinance.
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PricewaterhouseCoopers
Certified Public Accountants
Hong Kong

22 February 2016

436/436



	表紙
	本文
	第一部企業情報
	第１本国における法制等の概要
	１会社制度等の概要
	（１）提出会社の属する国・州等における会社制度
	（２）提出会社の定款等に規定する制度

	２外国為替管理制度
	３課税上の取扱い
	４法律意見

	第２企業の概況
	１主要な経営指標等の推移
	２沿革
	３事業の内容
	４関係会社の状況
	５従業員の状況

	第３事業の状況
	１業績等の概要
	２生産、受注及び販売の状況
	３対処すべき課題
	４事業等のリスク
	５経営上の重要な契約等
	６研究開発活動
	７財政状態、経営成績及びキャッシュ・フローの状況の分析

	第４設備の状況
	１設備投資等の概要
	２主要な設備の状況
	３設備の新設、除却等の計画

	第５提出会社の状況
	１株式等の状況
	(１)株式の総数等
	①株式の総数
	②発行済株式

	(２)行使価額修正条項付新株予約権付社債券等の行使状況等
	(３)発行済株式総数及び資本金の推移
	(４)所有者別状況
	(５)大株主の状況

	２配当政策
	３株価の推移
	４役員の状況
	５コーポレート・ガバナンスの状況等
	(１)コーポレート・ガバナンスの状況
	(２)監査報酬の内容等
	①外国監査公認会計士等に対する報酬の内容
	②その他重要な報酬の内容
	③外国監査公認会計士等の提出会社に対する非監査業務の内容
	④監査報酬の決定方針



	第６経理の状況
	１財務書類
	２主な資産・負債及び収支の内容
	３その他
	４香港及び日本の会計原則及び会計慣行の主要な相違

	第７外国為替相場の推移
	第８本邦における提出会社の株式事務等の概要
	第９提出会社の参考情報
	１提出会社の親会社等の情報
	２その他の参考情報


	第二部提出会社の保証会社等の情報
	第１保証会社情報
	第２保証会社以外の会社の情報
	１当該会社の情報の開示を必要とする理由
	２継続開示会社たる当該会社に関する事項
	３継続開示会社に該当しない当該会社に関する事項

	第３指数等の情報
	１当該指数等の情報の開示を必要とする理由
	２当該指数等の推移


	監査報告書

