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2019 ! 2018 2 2017 ° 2016 2015
219,381 210,469 186,443 168,152 183,514
136,433 134,583 115,619 102,707 117,279
105,722 103,013 88,530 78,646 89,533
814,678 752,758 696,480 628,006 584,201
879,281 812,920 752,986 679,136 635,886
4 598,934 557,180 522,244 491,302 468,863
5,432,424 5,207,666 5,138,272 4,900,004 4,640,076
8,661,714 8,263,454 7,943,346 7,548,952 6,953,683
13.9 14.8 13.7 13.0 15.9
1.3 1.4 1.2 1.1 1.4
42.6 41.5 43.5 44.5 42.0
2.02 2.06 1.88 1.75 1.78
68.5 67.8 64.8 57.8 59.5
Tier 17.2 16.5 15.9 16.0 15.6
Tier 18.8 17.8 17.0 17.2 16.6
21.0 19.8 18.9 19.0 18.6
1 2019 HKFRS 16 HKAS 17
2019
ROU 2018 12 31
2019 12
ROU
1.1(a)
2 2018 HKERS
2017
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1
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CCB CCyB
D-SIB
HLA CCB 2.5
CCyB
2019 10 14 HKMA CCyB 2.5 2.0
2020 16 HKMA CCyB 2.0 1.0
2019 12 24 HKMA D-SIB HLA 2.5
2018 12
LAC LAC
LAC LAC
LAC
Tier
12 31
2019 2018
6.7 6.5
Tier 537,460 501,503
8,078,204 7,741,301
2018 12 31 2019 12 31 Tier
www . hsbc . com._hk
Regulatory Disclosures 2019

Banking Disclosure Statement 2019

2019 12 31

c( ) HKMA
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26,883
12 31
2019 2018
17.2 16.5
18.8 17.8
21.0 19.8
12 31
2019 2018
2,318,266 2,290,786
79,758 79,956
97,908 117,826
355,448 325,344
2,851,380 2,813,912
12 31
2019 2018
494,029 481,268
1,009,183 988,602
859,744 896,143
29,080 37,022
459,344 410,877
2,851,380 2,813,912
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12 31
2019 2018
690,104 645,810
814,678 752,758
(1,454) (1,454)
(44,615) (35,879)
(78,505) (69,615)
27,459 26,034
64,603 60,162
(10,316) (9,316)
(26,828) (24,812)
(225,922) (208,070)
(1,554) (1,599)
(20,132) (17,215)
2,214) (2,378)
4 63
2,013 (198)
(45) (€Z)]
(105, 426) (99,407)
(74,626) (60,429)
(23,979) (26,883)
491,641 463,774




EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oooooog
Tier AT
AT 45,819 37,729
44,615 35,879
AT 1,204 1,850
AT 45,819 37,729
Tier 537,460 501,503
Tier
Tier 68,340 61,178
2 3,114 3,133
14,839 13,944
! 34,236 27,847
Tier 16,151 16,254
Tier (6,866) (5,501)
LAC (6,866) (5,501)
Tier 61,474 55,677
598,934 557,180
1 HKMA
2 Tier 2021 12 31
CET AT Tier
www . hsbhc. com.hk Regulatory Disclosures
2019 Banking Disclosure Statement 2019
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CRR
CRR 10 23 PD
10 23
CRR
12 PIT PD
12 12
PD
1,2

BBB A- CRR 0 - 0.169 0.000 - 0.500
CRR

BBB- BBB+ CRR 0.170 - 0.740 0.501 - 1.500

BB BBB-

BB- B BB+ B CRR 0.741 - 4.914 1.501 - 20.000
CRR

B- c B- c CRR 4.915 - 99.999 20.001 - 99.999
CRR
CRR 100 100
CRR10

1 CRR
2 12 PIT PD
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1.2
O
1.2(i)
150 210
180
360
60
HKFRS
ECL
HKFRS
2019 2018
/
1 1
122 31 ECL / ECL
3,738,269 (17,394) 3,545,258 (16,556)
328,934 29) 338,177 (26)
1,540,963 (341) 1,436,433 (167)
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nin]=[sls]s]=
202,747 ) 205,660 -
21,140 - 25,380 -
298,944 - 280,854 -
422,333 - 406,327 -
434,523 (223) 367,521 (120)
161,276 ain 150,691 “n
85,385 - 58,631 -
5,693,551 (17,764) 5,378,499 (16,749)
1,630,005 (560) 1,490,711 (376)
41,163 62) 50,307 (280)
1,671,168 (622) 1,541,018 (656)
7,364,719 (18,386) 6,919,517 (17,405)
ECL ECL
2
1,457,362 (64) 1,497,767 44)
ECL
ECL ECL
ECL ECL
ECL
ECL
ECL
ECL
ECL
FVOCI ECL
PoCI
3,423,956 296,522 16,639 1,152 3,738,269
1,351,575 45,606 5,575 - 1,402,756
1,850,316 222,819 10,914 1,149 2,085,198
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2 222,065| | 28,097| | 150| | 3| | 250,315|
328,355 579 - - 328,934
1,530,910 9,884 167 2 1,540,963
1,601,934 27,967 104 - 1,630,005
1,158,805 5,311 69 - 1,164,185
1
378,362 18,495 35 - 396,892
2 64,767 4,161 - - 68,928
34,496 6,634 33 - 41,163
4,377 - 3 - 4,380
1
28,530 6,410 30 - 34,970
2 1,589 224 - - 1,813
2019 12 31 6,919,651 341,586 16,943 1,154 7,279,334
ECL
POCI
(3,480) (4,615) (8,999) (300) (17,394)
1,732) (2,646) (1,325) - (5,703)
1
1,622) (1,844) (7,525) (97) (11,288)
2 (126) (125) (149) ®) (403)
(26) (©) - - (29)
14) an (50) - (341)
(303) (236) @D - (560)
- @ - - @D
1
(293) (230) @D - (544)
2
(10) ®) - - (15)
(29) (20) (13) - 62)
- - (©) - (©)]
1
29) 20) 10) - (59)
2 - - - - -
2019 12 31 (4,052) (4,951) (9,083) (300) (18,386)
ECL
POCI
0.1 1.6 54.1 26.0 0.5
0.1 5.8 23.8 - 0.4
1
0.1 0.8 68.9 25.8 0.5
2 0.1 0.4 99.3 100.0 0.2
0.0 0.5 - - 0.0
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Oooooooo
0.0 0.8 29.9 - 0.0
0.0 0.8 20.2 - 0.0
- 0.0 - - 0.0
1
0.1 1.2 60.0 - 0.1
2 0.0 0.1 - - 0.0
0.1 0.3 39.4 - 0.2
- - 100.0 - 0.1
1
0.1 0.3 33.3 - 0.2
2
2019 12 31 0.1 1.4 53.6 26.0 0.3
30
30 30 30
30
ECL ECL
29 30 29 30 29 30
1 1 1 1 1 1
2019 12 31
296,522 8,254 3,911 (4,615) (255) (434) 1.6 3.1 11.1
45,606 6,505 3,494 (2.646) @17) (396) 5.8 3.3 11.3
222,819 1,687 417 (1,844) 38) 38) 0.8 2.3 9.1
28,007 62 - (125) - - 0.4 - -
FVOCI ECL
PoCI
3,345,371 180,142 19,024 721 3,545,258
1,219,173 42,395 5,431 - 1,266,999
1
1,919,264 131,234 13,407 721 2,064,626
2 206,934 6,513 186 - 213,633
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2018 12 31
1
2
1
2
1
2
2018 12 31
1
2
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337,079 1,098 - - 338,177
1,427,193 9,170 70 - 1,436,433
1,464,749 25,847 115 - 1,490,711
1,024,061 8,102 4 - 1,032,167

384,855 15,559 111 - 400,525

55,833 2,186 - - 58,019
43,261 6,349 697 - 50,307
4,562 1 5 - 4,568
34,978 6,254 692 - 41,924
3,721 94 - - 3,815
6,617,653 222,606 19,906 721 6,860,886

ECL
poCI

(3,014) (3,713) (9,549) (280) (16,556)

(1,625) (2,763) (1,412) - (5,800)

(1,297) (920) (8,017) (280) (10,514)

(92) (30) (120) - (242)
@ @ - - (26)
(140) Q@ - - (167)
©75) (101) - - (376)
@ (©) - - @
(262) 7 - - (359)
12) (€)) - - (13)
(26) (33) (221) - (280)
- - (€)) - @
(25) (33) (220) - 278)
@ - - - @
(3,479) (3,876) (9,770) (280) (17,405)
ECL

POCI
0.1 2.1 50.2 38.8 0.5
0.1 6.5 26.0 - 0.5
0.1 0.7 59.8 38.8 0.5
0.0 0.5 64.5 - 0.1
0.0 0.2 - - 0.0
0.0 0.3 - - 0.0
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2

2018 12 31
2018 12 31
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0.0 0.4 - - 0.0

0.0 0.0 - - 0.0

0.1 0.6 - - 0.1

0.0 0.0 - - 0.0

0.1 0.5 31.7 - 0.6

- - 20.0 - 0.0

0.1 0.5 31.8 - 0.7

0.0 - - - 0.0

0.1 1.7 49.1 38.8 0.3

ECL ECL
29 29 30 29 30

1 1 1 1 1 1
180,142 7,632 3,733 (3,713) 270) (332) 2.1 3.5 8.9
42,395 6,366 3,443 (2,763) (229) (310) 6.5 3.6 9.0
131,234 1,264 80 (920) (41) 22) 0.7 3.2 27.5
6,513 2 210 (30) - - 0.5 - -
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2019 2018
202,746 205,660
21,140 25,380
298,944 280,854
445,298 439,363
280,642 292,869
33,464 33,023
422,333 406,327
328,905 338,151
3,720,875 3,528,702
1,891,661 1,865,168
87,632 70,455
165,497 159,483
7,899,137 7,645,435
3,346,414 3,171,280
315,257 291,915
3,031,157 2,879,365
12 31 11,245,551 10,816,715
2019
pPoOCI
1.2
()
ECL
ECL
ECL

59/377



2020

GDP

2024
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10
80
ECL

GDP
GDP 10

2020 2024
2.8 2014 2018

GDP 2014 2018

2019
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2019
WTI1
2020 2024
GDP 1.9 5.6
2.2 2.4
3.1 4.0
1.1 3.8
10 2.4 N/A
3.8 4.6
5.1 7.9
50.0 80.0
N/A
GDP
GDP
2020 2024

GDP 2.2 5.9
2.5 2.7
2.9 3.9
1.2 3.9
10 2.5 N/A
5.0 5.8
6.9 10.7
10.0 10.0

N/A
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GDP

GDP
2020 2024

GDP 1.4
1.9
3.3
©.1)

10 1.2
2.3
©.D
10.0

N/A
2019
2020 2024

5.6
2.1
4.0
3.6
N/A
3.9
1.1
0.0
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GDP
10
N/A
10
2020 2024
GDP
10
ECL
PD
ECL
ECL
PD

0.8
1.6
5.1
0.7
1.6
@G.N
@-3)
20.0

©.1)
1.3
5.1
0.4
1.4
G.-N
.9
10.0

5.2

2
4.3
2.9
N/A
2.6

.6)
10.0

PD
LGD

ECL
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LTV
ECL
100
100
ECL
ECL
2019 12 31
ECL
ECL
1 EcL
ECL
2
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LGD
ECL
ECL ECL
ECL
ECL ECL
ECL
ECL LGD
ECL
ECL
2019 12 31
1
HKFRS ECL
2,555 966
1,895 919
1,877 740
1,901 826
4,284 1,168
5,452 N/A
3,256,617 810,092
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3 Fvoct ECL
ECL
ECL
1
HKFRS ECL
2019 12 31 ECL
ECL 2,718 732 467 296
2,306 732 452 288
2,197 662 444 249
2,383 826 452 351
4,128 857 623 389
4,206 N/A N/A N/A
792,061 45,480 63,590 134,423
1 ECL
2 ECL HKFRS
2018 12 31
2019
ECL
HKFRS

ECL
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2019

ECL

ECL

2019 12 31

ECL

ECL
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Ooooooog
ECL
ECL ECL 12
CRR PD
POCI

ECL ECL ECL ECL ECL
5,190,396 (3,339) 213,434 (3,849) 19,836 ©,772) 721 (279) 5,424,387  (17,239)

(199,043)  (1,999) 192,106 2,829 6,937 (830) - - - -

(424,655) 904 424,655 (904) - - - - - -

227,072 @.849) | (27,072)| | 2,849 - - - - - -

(1,987) 48 6.513)| | 1.056 8,500 (1,104) - - - -

527 (102) 1,036 (172) (1,563) 274 - - - -
- 1,657 - (@887 - (215) - - - (445)
1,655,668 (1.347) - - - - 555 - 1,656,223 (1,347)

(1,132,107) 274 (77,234) 590 .91 1,078 @18) - (1,214,350) 1,942

(104,136) 757 3,871 289 850 363 152 7 (99,567) 1,416
- 207 - (2,880) - (4,989) - 64 - (7,726)

- (0) - 39 - 113 - - - 102

- - - - 4,842) 4,842 D il (4,883) 4,883

- - - - (980) 304 - - (980) 394
@7.733) 16 “r9) [0) 63 @ [0) @ (8,151) D)
(19,395) (15) 3 ® (98) pil 89 [0 (19,401) )
5,383,650 (3,839) 331,701  (4,874) 16,775 (9,032) 1,152 (300) 5,733,278  (18,045)
(6,058)

863
97)
(5,392)

2019 12 31
2019 12 31
ECL ECL
5,733,278 (18,045) (5,392)
1,540,963 (341) (130
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HKFRS

HKFRS

FVOCI
ECL

2018

ECL

ECL

2018 12 31

ECL

ECL

HKFRS

HKFRS

FVOCI
ECL
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5,093 - -
N/A N/A (123)
85,385 - -
7,364,719 (18, 386) (5,649)
1,457,362 64) 23)
ECL N/A (18,450) (5.,672)
pOCI
ECL ECL ECL ECL ECL
4,852,623 (3,365) 280,319 4,277) 17,713 (9,239) 1,231 (185) 5,151,886 (17,066)
(33,980)  (2,276) 21,399 3,214 12,581 (938) - - - -
(324,248), 789 324,248 (789) - - - - - -
295,728 (3,109) | (295,728) 3,109 - - - - - -
(5,481) 50 (8,862) 1,064 14,343 (1,114) - - - -
21 (6) 1,741 (170) (1,762) 176 - - - -
- 1,819 - (1,800) - (262) - - - (243)
466,876 (872) (83,068) 173 (5,105) 2,434 (500) 11 378,203 1,746
- 1,170 - (1,177) - (7,040) - (114) - (7,161)
- - - - (4,974) 4,973 6) 6 (4,980) 4,979
(95,123) 185 (5,216) 18 (379) 300 ) 3 (100,722) 506
5,190,396 (3,339) 213,434 (3,849) 19,836 9,772) 721 (279) 5,424,387 (17,239)
(5,658)
940
(21)
(4,739)
2018 12 31
2018 12 31
ECL ECL
5,424,387 (17,239) (4,739)
1,436,433 (167) 4
66 - -
N/A N/A 5
58,631 - -
6,919,517 (17,406) (4,730)
1,497,767 (44) 10
ECL N/A (17,450) (4,720)

1 2018 12 31
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2019 12 31
2019 12 31
ECL

HKFRS
1,997,523 946,831 755,183 21,067 17,665 3,738,269 (17,394) 3,720,875
1,173,323 138,094 81,345 4,419 5,575 1,402,756 (5,703)| | 1,397,053
707,662 731,917 617,079 16,602 11,938 2,085,198 (11,288)] | 2,073,910
116,538 76,820 56,759 46 152 250,315 (403) 249,912
308,236 19,338 1,357 3 - 328,934 29 328,905
197,770 3,946 1,031 - - 202,747 @ 202,746
21,140 - - - - 21,140 - 21,140
298,944 - - - - 298,944 - 298,944
286,338 99,555 36,440 - - 422,333 - 422,333
382,384 46,887 5,252 - - 434,523 (223) 434,300
82,725 38,627 38,922 833 169 161,276 ain 161,159
1,382,729 60,202 9,301 - - 1,452,232 (64) 1,452,168

HKFRS
378,656 39,057 26,683 905 - 445,301 - 445,301
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22,850 3,702 3,174 - - 29,726 - 29,726
168,448 44,520 3,336 41 - 216,345 - 216,345

5,527,743 1,302,665 880,679 22,849 17,834 7,751,770 (17,828) 7,733,942

71 17 11 0 0 100 - -
2 1,639,786 678,914 415,286 13,650 303 2,747,939 (561) 2,747,378
113,138 108,045 71,562 3,222 324 296,291 13) 296,078
1,752,924 786,959 486,848 16,872 627 3,044,230 (774) 3,043,456
2018 12 31
ECL

HKFRS
1,867,142 881,026 758,398 19,123 19,569 3,545,258  (16,556) 3,528,702
1,052,365 116,821 88,755 3,627 5,431 || 1,266,999 (5,800)| | 1,261,199
713,295 702,871 619,057 15,451 13,952 | | 2,064,626 || (10,514)|| 2,054,112
101,482 61,334 50,586 45 186 213,633 (242) 213,391
311,304 22,434 4,439 - - 338,177 (26) 338,151
200,977 3,890 793 - - 205,660 - 205,660
25,380 - - - - 25,380 - 25,380
280,854 - - - - 280,854 - 280,854
294,944 68,872 42,511 - - 406,327 - 406,327
321,495 41,044 4,982 - - 367,521 (120) 367,401
83,748 32,197 34,283 393 70 150,691 1) 150, 644

1

1,422,307 67,108 9,111 - - 1,498,526 (44) 1,498,482

HKFRS
381,629 37,719 19,717 298 - 439,363 - 439,363
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22,286 3,183 3,159 - - 28,628 - 28,628
165,327 43,362 5,011 159 - 213,859 - 213,859
5,377,393 1,200,835 882,404 19,973 19,639 7,500,244 (16,793) 7,483,451
72 16 12 0 0 100 - -
2 2,139,267 261,579 145,681 2,248 115 2,548,890 (376) 2,548,514
97,697 104,379 69,593 1,628 1,169 274,466 (314) 274,152
2,236,964 365,958 215,274 3,876 1,284 2,823,356 (690) 2,822,666
1
Fvoct
2 2018 HKFRS
HKFRS
ECL
308,236 19,338 1,357 3 - 328,934 (29) 328,905
307,968 19,313 1,071 3 - 328,355 (26) 328,329
268 25 286 - - 579 (©) 576

POCI - - - - - - - -
1,997,523 946,831 755,183 21,067 17,665 3,738,269 (17,394) 3,720,875

1,990,700 859,196 569,372 4,688 - || 3,423,956 (3,480)| | 3,420,476

6,823 87,635 185,811 16,253 - 296,522 @4,615)| | 291,907

- - - - 16,639 16,639 (8,999) 7,640

POCI - - - 126 1,026 1,152 (300) 852
1,269,301 189,015 81,645 833 169 1,540,963 (341) 1,540,622

1,266,894 185,925 77,914 177 - || 1.530,910 14)| | 1,530,696

2,407 3,090 3,731 656 - 9,884 an 9,807

- - - - 167 167 (50) 117

POCI - - - - 2 2 - 2
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1,246,440 285,938 94,436 3,087 104 1,630,005 (560) 1,629,445
1,244,851 273,593 81,601 1,889 -] 1,601,934 (303)| | 1,601,631
1,589 12,345 12,835 1,198 - 27,967 (236) 27,731
- - - - 104 104 @ 83
POCI - - - - - - - -
10,520 16,774 12,860 976 33 41,163 (62) 41,101
10,224 15,108 9,069 95 - 34,496 29) 34,467
296 1,666 3,791 881 - 6,634 (20) 6,614
- - - - 33 33 (13) 20
POCI - - - - - - - -
2019 12 31 4,832,020 1,457,896 945,481 25,966 17,971 7,279,334 (18,386) 7,260,948
FVOCI
1
1,382,708 60,180 9,301 - -] 1,452,189 ©4)| | 1,452,125
21 22 - - - 43 - 43
pOCI - - - - - - - -
2019 12 31 1,382,729 60,202 9,301 - - 1,452,232 (64) 1,452,168
ECL

311,304 22,434 4,439 - - 338,177 (26) 338,151
311,012 22,022 4,045 - - 337,079 24) 337,055
292 412 394 - - 1,098 @ 1,096
POCI - - - - - - - -
1,867,142 881,026 758,398 19,123 19,569 3,545,258  (16,556) 3,528,702
1,861,473 840,372 639,812 3,714 -] 3,345,371 3,014 || 3,342,357
5,669 40,654 118,586 15,233 - 180,142 (3,713) 176,429
- - - - 19,024 19,024 (9,549) 9,475
POCI - - - 176 545 721 (280) 441
1,207,398 146,003 82,569 393 70 1,436,433 (167) 1,436,266
1,204,886 143,493 78,720 94 - || 1,427,193 40y || 1,427,053
2,512 2,510 3,849 299 - 9,170 @n 9,143
- - - - 70 70 - 70
POCI - - - - - - - -
1,081,090 261,578 145,681 2,247 115 1,490,711 (376) 1,490,335

| 1,078,356 || 250,973 || 134,399 || 1,021 || - || 1,464,749 || (275)” 1,464,474 |
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POCI
2018 12 31

FVOCI

POCI

2018 12 31
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2,734 10,605 11,282 1,226 - 25,847 (101) 25,746
- - - - 115 115 - 115
14,791 19,700 14,675 444 697 50,307 (280) 50,027
14,370 18,051 10,779 61 - 43,261 (26) 43,235
421 1,649 3,896 383 - 6,349 (33) 6,316
- - - - 697 697 (221) 476
4,481,725 1,330,741 1,005,762 22,207 20,451 6,860,886  (17,405) 6,843,481
1,422,307 67,108 9,110 - - || 1,498,525 @ | 1,498,481
- - 1 - - 1 - 1
1,422,307 67,108 9,111 - - 1,498,526 (44) 1,498,482

90
180
90
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LTV

CDS

CDS
CDS

CDS

LTV

LTV
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LTV
70
71 90
91 100
Q)
A
LTV
70
71 %
91 100
®
B
LTV
70
71 90
91 100
©
c
12 31
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2019 2018

1,044,885 0.0 965,164 0.0
914,665 0.0 859,476 0.0
108,813 0.0 89,821 0.0
21,407 0.0 15,867 0.1
2,525 - 3,121 0.0

2,445 2,792
1,047,410 0.0 968,285 0.0
26,748 0.3 20,638 0.4
19,430 0.1 15,913 0.2
6,743 0.7 4,277 0.7
575 2.3 448 2.9
151 6.6 93 4.3

139 83
26,899 0.4 20,731 0.4
1,997 6.9 1,694 9.3
1,433 3.4 1,210 4.9
422 13.5 371 16.4
142 22.5 113 32.7
97 59.8 88 43.2

85 80
2,094 9.4 1,782 10.9
1,076,403 0.0 990,798 0.0
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CRR
CRR 10
2019 2018
ECL ECL

344,010 0.0 352,258 0.0
387,796 0.1 363,729 0.1
A) 27,155 0.1 31,107 0.1

A 15,724 17,246
758,961 0.1 747,094 0.0
5,326 0.9 10,228 0.2
17,781 1.0 19,440 0.6
®) 589 0.3 1,235 0.8

B 423 702
23,696 1.0 30,903 0.5
165 9.1 129 0.8
© - - - -

C - -
165 9.1 129 0.8

PoCI

©) - - - -

D - -
12 31 782,822 0.1 778,126 0.1
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CRR 10
2019 2018
ECL ECL
2,164,436 0.1 2,156,281 0.0
345,386 0.1 352,225 0.1
') 242,433 0.1 260,184 0.1
A 103,251 108, 264
2,752,255 0.1 2,768,690 0.1
191,455 0.6 149,977 0.4
108,229 0.6 34,740 0.6
(B) 37,016 0.3 27,608 0.4
B 16,629 10,987
336,700 0.6 212,325 0.4
6,815 78.4 8,339 69.1
2,005 46.0 2,536 34.8
© 2,353 60.5 3,361 51.6
c 1,046 1,237
11,173 68.8 14,236 58.9
POCI
706 11.5 204 20.1
200 0.5 243 0.8
0} 246 88.6 274 86.5
D 233 269
1,152 26.0 721 38.8
12 31 3,101,280 0.4 2,995,972 0.4
1 790 2018 12 31

761377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

ABS ABS
CDS

oTC

CVA
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LFRF
LFRF

LCR NSFR

ALCM LFRF
LFRF

ALCO

ILAAP
1LAA
ALCO 1LAA

ALCO
ALCM
ALCO
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TALCO

ALCO RMM
ALCM LFRF
BSM
ALCM BSM
LCR 30
HQLA
2019 12 31
HSBC
NSFR NSFR

2019 12 31
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LCR NSFR
2019 12 31
LCR
LFRF LCR
2019
BLR 11( ) LCR NSFR
LCR NSFR 100
LCR
2019 2018
12 31 12 31
LCR 163.5 161.0
2019 LCR
2018 12 31 161.0
2.5 2019 12 31 163.5
LCR HQLA BLR

HQLA
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2019 2018
12 31 12 31
1,528,908 1,489,744
2A 80,174 67,333
28 10,788 9,638
1,619,870 1,566,715
NSFR
2019 2018
12 31 12 31
145.8 149.7
2019
NSFR 2018 12 31 149.7 3.9
2019 12 31 145.8
NSFR
1SDA CSA
www . hsbc . com._hk
Regulatory Disclosure 2019 Banking

Disclosure Statement 2019

2019
2019
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GB&M BSM1 GB&M BSM1 GPB CMB RBWM
VaR VaR

GBEM

BSM
VaR
VaR
VaR

VaR

VaR VaR
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99
VaR
VaR
VaR
VaR
99
VaR
VaR
VaR RNIV VaR
VaR
VaR RNIV RNIV
VaR RNIV
RNIV VaR
RNIV VaR
VaR VaR VaR RNIV

RNIV

VaR
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VaR
VaR
VaR
VaR VaR
250
VaR
2019
2019
2020
VaR 2019 12 31
VaR VaR 2018 12 31
VaR VaR
VaR
1
99
2 3.4
2019 12 31
48 90 50 24 (110) 140
38 102 38 34 157
58 145 63 81 210
2018 12 31
43 123 51 42 (123) 136
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W

VaR
4 RNIV

BSM
ALCO

EVE

2019 12 31
2018

BSM

EVE

EVE

35
59

2018

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn
150 30 33 163
199 58 75 222

VaR VaR
38 Var RNIV
RNIV vaR 187
BSM
ALCO
IRRBB
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EVE Tier EVE
10
2019 12 31
201,509 225,392
2018 12 31
189,054 215,266
2019
2019
IT
IT IT
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2019

2019
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RMM

2019
2019

Al

2019
2019
2013
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Al
AML
2018
Al
DoJ 2017 12
FCA 2012
166
FRB
HSBC
2019 HSBC
HSBC
HSBC
HSBC HSBC

FCA HSBC
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HSBC
HSBC 2018 HSBC

HSBC
2020
FRB

2019
2019

2019
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2019

2019

RBWM
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DPF

ALCO
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2019

HSBC

HSBC

HSBC

RBWM CmB
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200
92 2018 92
2019 12 31
501,625 41,893 34,940 578,458
103,902 40,563 124 144,589
957 4 4 965
374,630 342 31,508 406,480
4,126 - 395 4,521
1
18,010 984 2,909 21,908
28,031 a4 - 28,075
2
PVIF - - 61,075 61,075
13,015 2 3,898 16,915
542,671 41,939 99,913 684,523
30,231 6,793 - 37,024
494,181 34,579 - 528,760
3
20 118 9,780 9,918
- - 17,116 17,116
524,432 41,490 26,896 592,818
- - 91,705 91,705
524,432 41,490 118,601 684,523
2018 12 31
447,459 41,325 34,503 523,287
82,266 40,106 1,206 123,578
912 - 1 913
347,894 547 32,023 380,464
3,444 - - 3,444
1
12,943 672 1,273 14,888
19,045 39 - 19,084
2
PVIF - - 48,522 48,522
14,879 - 3,230 18,109
481,383 41,364 86,255 609,002
30,420 6,218 - 36,638
433,668 34,921 - 468,589
3
224 109 7,890 8,223
- - 15,109 15,109
464,312 41,248 22,999 528,559
- - 80,443 80,443
464,312 41,248 103,442 609,002
1
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10
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10
10
2019 12 31
2019 12 31
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100

oooooDod
2019 12 31 2018 12 31
(538) (929) (229) (547)
38 429 81 399
1,814 1,814 1,433 1,433
(1,840) (1,840) (1,366) (1,366)
327 327 267 267
@27 @27 (267) (267)
2018 100
2019 12 31

2018
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15 15
2019 12 31
46,115 152,561 319,151 482,671 1,000,498
8,110 19,913 14,154 8,940 51,117
54,225 172,474 333,305 491,611 1,051,615
2018 12 31
42,868 144,817 291,726 383,026 862,437
6,999 19,350 16,285 11,040 53,674
49,867 164,167 308,011 394,066 916,111
2019 2018
12 31
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10 (509)
10 507
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564
(314)
310
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ooooooo
2019
2019 1,850 1
136,433
1
2019 12 31
68,374 42,807 25,140 2,956 (8,374) 130,903
18,647 9,960 9,977 2,839 82 41,505
16,038 2,699 17,409 1,095 13,217 50,458
20 618 638
/ 56,222 4,380 @20 60,275
13,793 434 828 119 584 15,758
173,004 60,280 53,354 7,009 5,800 299,587
(75,628) (4,528) (80,156)
97,466 55,752 53,354 7,009 5,800 219,381
62,226 53,208 71,511 5,442 26,994 219,381
35,240 2,544 (18,157) 1,567 (@1,194)
(2.078) (3,029) (549) 1 an (5.672)
95,388 52,723 52,805 7,010 5,783 213,709
(41,756) (19,212) (23,319) (4,013) (5,194) (93,494)
53,632 33,511 29,486 2,997 589 120,215
346 15,872 16,218
53,978 33,511 29,486 2,997 16,461 136,433
2019 12 31
1,244,236 1,244,007 1,066,235 164,895 1,502 3,720,875
2,903,203 1,344,590 983,682 197,654 3,295 5,432,424

99/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Ooooodo
1
2018 12 31
62,829 39,004 22,590 2,683 (643) 126,463
21,087 10,598 9,794 2,650 102 44,231
(3,731) 2,694 18,283 800 7,919 25,965
/
109 <) 104 322 501
/ 57,301 3,441 (64) 60,678
5,851 508 737 110 3,264 10,470
143,446 56,211 51,508 6,243 10,900 268,308
(54,539) (3,300) (57,839)
88,907 52,911 51,508 6,243 10,900 210,469
62,277 50,059 64,626 4,422 29,085 210,469
26,630 2,852 (13,118) 1,821 (18,185)
(2,019) (2,315) (394) @13) 21 4,720)
86,888 50,596 51,114 6,230 10,921 205,749
(38,946) (17,878) (21,807) (3,479) (5,314) (87,424)
47,942 32,718 29,307 2,751 5,607 118,325
247 16,011 16,258
48,189 32,718 29,307 2,751 21,618 134,583
2018 12 31
1,146,689 1,223,999 1,035,629 120,985 1,400 3,528,702
2,750,104 1,306,775 949,812 196,413 4,562 5,207,666
1
2019 2018
136,433 1,850
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4,440
2,726
13
/ 19,818
2019
2019
10
5,288
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PVIF
2019
PVIF
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8,500 ServCo
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RBWM
2019
CMB
24,493 94
4,318
2018
403
51
2019
ServCo
22,317 39
2019
952 20
6,070
IT

ServCo
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2019 2018
130,903 126,463
6,464,424 6,151,920
1.87 1.93
0.15 0.13
2.02 2.06

NIl 4,440

313
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2019

2018
4,944

15

ANP
100
ANP
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2019 2018

14,634 13,650

(4,424) (3,162)

13,633 (6,279)

60,577 60,713

12,546 4,629

267 529

97,233 70,080

(80,156) (57,839)

17,077 12,241

(113) 1

16,964 12,242

(2,095) (2,217)

14,869 10,025

346 246

15,215 10,271

22,395 21,804

5,800 5,726

2019
48
2018
2019
10
10



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

2019
2019 12 31
2019 HKFRS 16
12
2019 2019 12 31
193
91
44
38
2019 0.56
2019 0.15 2018 0.13
2019 12 31
BoCom
225 5,432
68.5 2018 67.8
48 2019 12 31
28

)
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2019 12 31 81,643
2018 12 31 65,104
15
2019 12 31 137,930
2018 12 31 112,080
16
2019 12 31 248,258
2018 12 31 229,949

17
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)
2020 31
) ) )
46,440,991,798
0
0
0
2020 31
)
46,440,991,798
0
0
0
46,440,991,798
2019 12 31
46,440,991,798 172,335
116,103 56,232
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2019 HSBC
HSBC
100 INR CCPS
8,700,000 870 INR CCPS 2009
100INR CCPS HSBC
2019 12 31
)
)
@) @)
2016 22 3,875,000,000 42,295,982,901 9.687.500 000.001 105,739,957,252.50 3,745,000,000.00
2016 18 | 3.447,508,807| 45,743,491,798| & 1o 775 4y so?| 114.358,729,495.00 3,745,000,000.00
2017 28 45,743,491,798 114,358,729,495.00| 775 000 000.00%| 4-520,000,000.00
2017 24 697,500,000  46,440,991,798| | 745 750 000.00°| 116-102,479,495.00 4,520,000,000.00
2018 11 20 46,440,991,798 116,102,479,495.00 2 678.000 000_005 7,198,000,000.00
) a)
2016 22 (1,050,000,000) 0 (1’050’000’000_00)1 0
() )
2017 28 (775,000,000)| 2,478,000,000 (775,000,000_00)3 2,478,000,000.00
2018 11 20 (2,478,000,000) 0 (2,478,000,000-00)5 0
Q) )
2016 22 (200,000,000) 200,000,000 (200,000’000_00)1 200,000,000.00
2018 11 20 (200,000, 000) 0 (200,000’000_00)5 0
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)
)
2020 31
(@)
46,440,991,798 100
()
2019
HSBC
)
HKMA CG-1
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2019 12
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2019 12
2019 10
2019 10

2019
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2019
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2019 2019

2018 2019

2019
MRT
MRT

2019
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2020
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2005
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2017 14
1997 11 25
2017 10
2010
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2005 2007
HKMA
1993 2005
HKMA
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2014 22

ABB
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2017 11 14
-NUS
PwC
2017 PwC
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2016
2000 HSBC
1996
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2015 2019 PwC 2019

PwC
)
)
a
125 125

b

c
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2019 12 31
38
59 131
2020 18
193
b.
2020 UFJ
13.71 106.27
2019 Annual
Report and Accounts 2019 2018 12 31
2019
2019 1.1(d)
Annual

Report and Accounts 2019
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12 31
2019 2018
2a 130,903 1,794,680 126,463 1,733,808
191,322 2,623,025 170,065 2,331,591
(60,419) (828,344) (43,602) (597,783)
2b 41,505 569,034 44,231 606,407
53,099 727,987 54,585 748,360
(11,594) (158,954) (10,354) (141,953)
2c 36,388 498,879 32,070 439,680
2c 14,257 195,463 (5,561) (76,241)
2c (305) (4,182) (327) (4,483)
2c 118 1,618 17) (2,975)
638 8,747 501 6,869
3 60,275 826,370 60,678 831,895
2d 15,758 216,042 10,470 143,544
299,537 4,106,652 268,308 3,678,503
3 (80,156) (1,098,939) (57,839) (792,973)
219,381 3,007,714 210,469 2,885,530
Ze (5.672) (77,763) (4,720) (64,711)
213,709 2,929,950 205,749 2,820,819
4 (38,048) (521,638) (40,793) (559,272)
2f (44,769) (613,783) (39,989) (548,249)
29 (8,230) (112,833) (4,686) (64,245)
(2,447) (33,548) (1,956) (26,817)
(93,494) (1,281,803) (87,424) (1,198,583)
120,215 1,648,148 118,325 1,622,236
16,218 222,349 16,258 222,897
136,433 1,870,496 134,583 1,845,133
5 (21,393) (293,298) (22,467) (308,023)
115,040 1,577,198 112,116 1,537,110
104,200 1,428,582 102,132 1,400,230
1,522 20,867 881 12,079
9,318 127,750 9,103 124,802
115,040 1,577,198 112,116 1,537,110

126/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

1271377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

12 31
2019 2018

115,040 1,577,198 112,116 1,537,110
1,674 22,951 826 11,324
2,782 38,141 908 12,449
(606) (8,308) 142 1,947

23 315 ©) (123)

(525) (7,198) (215) (2,948)
5 69 131 1,796
681 9,337 1,264 17,329

(673) 9,227) (1,125) (15,424)

(€)) (C5)) ®) (110)

167 2,290 (146) (2,002)

(3.606) (49,438) (18,098) (248,124)
3,673 50,357 8,826 121,004
4,426 60,680 10,626 145,682

(753) (10,324) (1,800) (24,678)

2,854 39,128 (581) (7,966)

2,859 39,197 (576) (7,897)

®) (69) 5) (69)

(2,060) (28,243) (199) (2,728)

(2,467) (33,823) (241) (3,304)
407 5,580 42 576

192 2,632 (910) (12,476)

245 3,359 (1,091) (14,958)
(53) 720 181 2,482

2,899 39,745 (10,151) (139,170)
117,939 1,616,944 101,965 1,397,940
106,187 1,455,824 91,915 1,260,155
1,522 20,867 881 12,079
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10,230 140,253 9,169 125,707

117,939 1,616,944 101,965 1,397,940
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ooOooood
12 31
2019 2018
202,746 2,779,648 205,660 2,819,599
21,140 289,829 25,380 347,960
298,944 4,098,522 280,854 3,850,508
7 622,761 8,538,053 558,838 7,661,669
8 280,642 3,847,602 292,869 4,015,234
9 153,511 2,104,636 132,859 1,821,497
422,333 5,790,185 406,327 5,570,743
328,905 4,509,288 338,151 4,636,050
10 3,720,875 51,013,196 3,528,702 48,378,504
11 1,900,298 26,053,086 1,871,026 25,651,766
33 87,632 1,201,435 70,455 965,938
14 151,917 2,082,782 142,885 1,958,953
15 81,643 1,119,326 65,104 892,576
16 137,930 1,891,020 112,080 1,536,617
5 2,179 29,874 2,315 31,739
17 248,258 3,403,617 229,949 3,152,601
8,661,714 118,752,099 8,263,454 113,291,954
298,944 4,098,522 280,854 3,850,508
25,576 350,647 33,806 463,480
106,396 1,458,689 70,279 963,525
179,819 2,465,318 164,664 2,257,543
18 5,432,424 74,478,533 5,207,666 71,397,101
19 87,532 1,200,064 81,194 1,113,170
8 292,231 4,006,487 295,553 4,052,032
20 160,291 2,197,590 161,143 2,209,271
21 106,933 1,466,051 58,236 798,416
4 2,595 35,577 3,369 46,189
33 311,111 4,265,332 396,487 5,435,837
22 203,252 2,786,585 196,665 2,696,277
3 528,760 7,249,300 468,589 6,424,355
12,614 172,938 3,337 45,750
5 29,889 409,778 24,513 336,073
23 4,066 55,745 4,081 55,951
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ooOooood
24 98 1,344
7,782,433 106,697,156 7,450,534 102,146,821
25 172,335 2,362,713 172,335 2,362,713
26 44,615 611,672 35,879 491,901
133,099 1,824,787 114,949 1,575,951
464,629 6,370,064 429,595 5,889,747
814,678 11,169,235 752,758 10,320,312
64,603 885,707 60,162 824,821
879,281 12,054,943 812,920 11,145,133
8,661,714 118,752,099 8,263,454 113,291,954
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12 31
2019 2018
136,433 1,870,496 134,583 1,845,133
10,677 146,382 6,657 91,267
(790) (10,831) (1,071) (14,683)
(16,218) (222,349) (16,258) (222,897)
14 192 (38) (521)
6,535 89,595 4,720 64,711
568 7,787 51 699
878 12,037 881 12,079
(16,869) (231,274) (3,861) (52,934)
4,819 66,068 15,723 215,562
(78,600) (1,077,606) (65,937) (903,996)
(189,346) (2,595,934) (299,137) (4,101,168)
(33,521) (459,573) (61,887) (848,471)
(20,652) (283,139) 1,176 16,123
6,146 84,262 113,636 1,557,950
239,913 3,289,207 71,688 982,842
36,117 495,164 23,109 316,824
48,697 667,636 19,842 272,034
(852) (11,681) (8,605) (117,975)
(28,243) (387,212) 166,634 2,284,552
4,962 68,029 4,948 67,837
(391) (5,361) (576) (7.897)
(9,420) (129,148) (18,216) (249,741)
100,857 1,382,749 88,062 1,207,330
(836,492) (11,468,305) (822,067) (11,270,539)
762,125 10,448,734 756,630 10,373,397
(3,334) (45,709) (1,646) (22,567)
1,828 25,062 11,820 162,052
2,057 28,201 2,542 34,851
(6,019) (82,520) (4,691) (64,314)
299 4,009
(79,536) (1,090,439) (57,412) (787,119)
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ooooooo
8,617 118,139 21,142 289,857
(20,975) (287,567)
2 79,834 1,094,524
2 (42,986) (589,338)
(74,015) (1,014,746) (52,508) (719,885)
(65,398) (896,607) (15,493) (212,409)
/ (44,077) (604,296) 15,157 207,802
3 721,609 9,893,259 718,038 9,844,301
132 1,810 (11,586) (158,844)
12 31 3, 4 677,664 9,290,773 721,609 9,893,259
202,746 2,779,648 205,660 2,819,599
21,140 289,829 25,380 347,960
217,879 2,987,121 179,952 2,467,142
18,706 256,459
155,587 2,133,008 165,654 2,271,116
87,182 1,195,265 178,769 2,450,923
(25,576) (350,647) (33,806) (463,480)
12 31 3.4 677,664 9,290,773 721,609 9,893,259
195,528 2,680,689 2018 166,441 2,281,906
62,557 857,656 2018 41,583 570,103
5,410 74,171 2018 178 2,440
1 HKFRS 16 2019
2
1,012 13,875 9,736 133,481
3 2019
42019 12 31 110,076 1,509,142 2018
122,899 1,684,945 66,943 917,789 2018 71,783
984,145
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OooooOodd
2019 12 31
FvoCI
1
2018 12 31 172,335 35,879 429,595 57,914 2,953 (%9) (24,649) 78,830 752,758 60,162 812,920
HKFRS 16

13,483 13,483 13,483

2019 172,335 35,879 429,505 71,397 2,953 (%9) (24,649) 78,830 766,241 60,162 826,403
105,722 105,722 9,318 115,040

/

(1,949) 3,395 4,006 ®) (3,469) 9 1,987 912 2,899

1,676 1,676 © 1,674

2,169 2,169 685 2,854

®) ®) 10 5

(2,058)| (2,058)| © (2,060)|

3,395 3,305 278 3,673

/

112 112 80 192

®) 161 9 167 167
(3,469)| (3,469)| 137) (3,606)|

/
103,773 3,395 4,006 ®) (3,469) 9 107,709 10,230 117,939
44,615 44,615 44,615
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Ogoooood
(35.879) (35.879) (35,879)
(68.369) (68.369) (5.646) (74,015)
“2) 249 207 2 209
(328) @.7719) 3,261 154 (145) 9
172,335 44,615 464,629 72,013 6,959 (104) (28,118) 82,349 814,678 64,603 879,281
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2019 12 31
FVOCI
1
2018 12 31 2,362,713 491,901 5,889,747 794,001 40,486 (1,357)  (337,938) 1,080,759 10,320,312 824,821 11,145,133
HKFRS 16
184,852 184,852 184,852
2019 2,362,713 491,901 5,889,747 978,853 40,486 (1,357)  (337,938) 1,080,759 10,505,164 824,821 11,329,985
1,449,449 1,449,449 127,750 1,577,198
/
(26,721) 46,545 54,922 (69) (47,560) 123 27,242 12,504 39,745
22,978 22,978 @n 22,951
29,737 29,737 9,301 39,128
(69) (69)) 137 69
(28,215) (28,215) @0 (28,243)
46,545 46,545 3,811 50,357
/

1,536 1,536 1,007 2,632
() 2,207 123 2,290 2,290
(47,560) (47,560) (1,878) (49,438)
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1,422,728 46,545 54,922 69) (47,560) 123 1,476,690 140,253 1,616,944
611,672 611,672 611,672

(491,901) (491,901) (491,901)

(937,339) (937,339) (77,407)  (1,014,746)
(576) 3,414 2,838 27 2,865
(4,497) (38,100) 44,708 2,111 (1,988) 123
2,362,713 611,672 6,370,064 987,298 95,408 (1,426)  (385,498) 1,129,005 11,169,235 885,707 12,054,943
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2018 12 31
Fvocl
7 1

151,360 14,737 406,966 58,381 6,825 197) (6,948) 65,356 696,480 56,506 752,986
(7,478) (4,512) (11,990) (323) (12,313)

151,360 14,737 399,488 58,381 2,313 197) (6,948) 65,356 684,490 56,183 740,673
103,013 103,013 9,103 112,116
(890) 8,050 228 98 (17,701) 0 (10,217) 66 (10,151)

734 734 92 826

(367) (367) (214) (581)

98 98 33 131
97) 197) ©) (199)

8,050 8,050 776 8,826
(688) (688) (222) (910)
) (139) [©) (146) (146)
(17,701) (17,701) 397) (18,098),

102,123 8,050 228 98 (17,701) 0 92,796 9,169 101,965

138/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

gooooog
) 21,142 21,142 21,142
3 (47,440) (47,440) (5,068) (52,508)
(234) 246 12 10 22
ise 20,975 (24,342) (8,517) 412 13,230 1,758 (132) 1,626
2018 12 31 172,335 35,879 429,595 57,914 2,953 (99) (24,649) 78,830 752,758 60,162 812,920
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2018 12 31
Fvocl
7 1

5,579,504 800,404 93,571 (2,701) (95,257) 896,031 9,548,741 774,697 10,323,438
(102,523) (61,860) (164,383) (4,428) (168,811)
5,476,980 800,404 31,711 (2,701) (95,257) 896,031 9,384,358 770,269 10,154,627
1,412,308 1,412,308 124,802 1,537,110
(12,202) 110,366 3,126 1,344 (242,681) @n (140,075) 905 (139,170)
10,063 10,063 1,261 11,324

(5,032) (5,032) (2,934) (7,966)

1,344 1,344 452 1,796

(2,701) (2,701) @7) (2,728)
110,366 110,366 10,639 121,004

(9,432) (9,432) (3,044) (12,476),
(69) (1,906) @7) (2,002) (2,002)
(242,681) (242,681) (5,443) (248,124),

140/377



4,5,6

2018 12 31

2 2019

3 HKFRS
4

20,975
6 2018

7 2017 12
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1,400,106 110,366 3,126 1,344 (242,681) @7 1,272,233 125,707 1,397,940

289,857 289,857 289,857
(650,402) (650,402) (69,482) (719,885)

(3,208) 3,373 165 137 302

287,567 (333,729) (116,768) 5,649 181,383 24,102 (1,810) 22,292
2,362,713 491,901 5,889,747 794,001 40,486 (1,357) (337,938) 1,080,759 10,320,312 824,821 11,145,133

Tier 1,100 116,897 2018 2,700 286,929
Tier 4,600 488,842 2019
2018
/ 2018
287,567
7,169 98,287
31 HKAS 39 2017 12 31
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1.1
@
HKICPA

HKFRS
622
2019 12 31
HKFRS 16
2019 HKFRS 16 HKAS 17

2019
ROU 2018 12 31
2019 12

ROU
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HKAS 17 HKFRS 16
HKAS 17 HKFRS 16
ROU
ROU
ROU
HKFRS 16
HKAS
17
9.2
HKFRS 16
16.3
2.7
25.5
9.2 2.7
13.5 136
HKFRS HKAS 39
2019 11 HKFRS HKAS 39

2019 12 31
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HKICPA

2020 2019
HKAS 39

(®)
HKFRS

HKICPA 2020 HKFRS

HKFRS
HKFRS 17

2018 HKFRS 17
HKFRS 17 2021
HKICPA
HKFRS 17

©

@
HKFRS
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20 43

46 50

51
©)

1.2

)
@
1.2

©)
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CGU
CGU

12 31 12 31
BoCom

BoCom

BoCom
BoCom

14

(®)
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SPPI
©)

1.2()

©

HKFRS

34

@
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@

149/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

0Cl

DPF

150/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Q)

151/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

O) FvoCl

ECL
FVOCI
12 12
ECL 12
ECL

ECL ECL
12 ECL

POCI

90

180
90

ECL
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POCI

ECL

30

CRR

PD CRR 3.3
PD

CRR PD

0.1 1.2 15bps

2.1 3.3 30bps
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HKFRS

CRR
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PD
PD

PD
TTC PD TTC

CRR PD
CRR

CRR

0.1

1.1 4.2

4.3 5.1

5.2 7.1

7.2 8.2

8.3

CRR 23

PD

ECL

23

12 PD PD 12
PD

12 PD
30 12 PD

PD

PD
PD PD

12
12 ECL

POCI
POCI
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ECL ECL ECL
POCI
POCI
POCI
ECL
ECL
ECL
PD LGD
EAD ECL

12 ECL 12 PD LGD EAD ECL

PD 12 PD PD 12

EAD

LGD
EAD
IRB
HKFRS
HKFRS
PD
PD PD
90
90

EAD
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LGD LGD LGD
LGD
12 PD PD
12 PD PD
CRR
ECL DCF
ECL
ECL ECL 12
ECL
ECL
ECL

ECL
ECL ECL
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27

ECL

HKFRS ELC

27 30

ECL
ECL

PD LGD EAD

DPF HKFRS
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HKFRS
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PVIF PVIF

15

PVIF

()
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@m
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@
2019 2018
309 276
160,387 143,709
Fvocl 30,974 26,412
(56,493) (41,259)
)
1
1,281 893 340 23 1 2,538
3,779 646 1,694 1,095 1 7,215
6,755 1,726 85 - 1 8,567
223 1,693 1,367 9 1 3,293
2,441 43 696 380 - 3,560
/ - 2,590 690 - - 3,280
6,318 158 - 674 - 7,150
2 2 1,557 - ©) 1,555
284 1,945 665 3 @14) 2,883
657 51 2,936 98 - 3,742
1,463 131 2 139 - 1,735
1,758 2,145 5,294 761 (2,377) 7,581
24,961 12,023 15,326 3,182 (2.393) 53,009
(6,314) (2,063) (5,349) (343) 2,475 (11,594)
2019 12 31
18,647 9,960 9,977 2,839 82 41,505
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1
1,434 979 337 55 3 2,808
4,122 724 1,749 910 1 7,506
6,552 1,788 74 - - 8,414
242 1,568 1,360 9 1 3,180
3,397 73 702 507 - 4,679
/ 2,909 723 - - 3,632
6,381 172 - 558 %) 7,107
5 3 1,111 - ©) 1,112
333 2,183 625 3 (6) 3,138
713 51 3,025 95 (18) 3,866
1,510 142 4 94 (©) 1,741
1,816 2,020 5,087 719 (2,240) 7,402
26,505 12,612 14,797 2,950 (2,279) 54,585
(5,418) (2,014) (5,003) (300) 2,381 (10,354)
2018 12 31 21,087 10,598 9,794 2,650 102 44,231
2019 2018

11,400 11,583

16,324 16,368

(4,924) (4,785)

9,234 9,653

10,421 10,787

(1,187) (1,134)
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12 31

©)

12 31

1 2019
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2019 2018
42,813 32,583
(6.425) (513)
36,388 32,070
16,245 (6,104)
(1,988) 543
14,257 (5,561)
(305) (327)
118 @17)
50,458 25,965
2019 2018

12,546 4,629

154 639

@ (69)

(14) 38

423 416

161 164

2,490 4,653

15,758 10,470

ServCo
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2018
©

12 31

0.13

™

12 31

1 2019

ServCo
33

2018 35
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OooooOodd
2018
2019 2018

5,420 4,611
6,283 5,551

(863) (940)
95 123

157 (14
5,672 4,720

2019 0.15 2018

2019 2018
3,246 8,208
794 4,134
2,452 4,074
2,815 2,940
38,708 28,841
44,769 39,989
8,500
ServCo
34




@

12 31

Q)

2019 12 31

2018 12 31
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OoOoOoOoOodno
2019 2018
5,620 4,686
1 2,610 N/A
8,230 4,686
HKFRS 16 2019

125 2018 125
69,719 1,381 71,100
(10,798) @ (10,825)
58,921 1,354 60,275
63,462 1,586 65,048
(4,349) (21) (4,370)

59,113 1,565 60,678
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84,921 5,910 90,831
26,960 6,095 33,055
57,961 (185) 57,776
(10,677) 2 (10,675)
(2.658) (107) (2.765)
(8,019) 109 (7,910)
2019 12 31 74,244 5,912 80,156
65,002 (3,080) 61,922
27,086 7,598 34,684
37,916 (10,678) 27,238
(4,155) 72 (4,083)
(1,930) (1,394) (3,324)
(2,225) 1,466 (759)

2018 12 31 60,847 (3,008) 57,839
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HKFRS

12 31

12 31
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2019 2018
2 2
433,668 (17,758) 415,910 391,348 (15,624) 375,724
N/A N/A N/A (535) (535)
433,668 (17,758) 415,910 390,813 (15,624) 375,189
(26,960) 2,658 (24,302) (27,086) 1,930 (25,156)
84,921 (10,677) 74,244 65,002 (4,155) 60,847
2,552 470) 2,082 4,939 91 5,030
494,181 (26,247) 467,934 433,668 (17,758) 415,910
34,921 G5 34,887 46,669 (110) 46,559
(6,095) 107 (5,988) (7,598) 1,394 (6,204)
5,910 2 5,912 (3,080) 72 (3,008)
@57) (110) (267) (1,070) (1,390) (2,460)
34,579 (35) 34,544 34,921 34 34,887
528,760 (26,282) 502,478 468,589 (17,792) 450,797
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ServCo
33
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2019 2018

34,674 36,972

1,264 1,249

2,110 2,572

1,516 1,804

594 768

38,048 40,793

882 2018 968
8,500
ServCo

HSBC

169/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Ogoooood
/
2019 1 1 13,856 (17,197) (3,341)
(511) (511)
(511) (511)
206 274) (68)
927 (682) 245
927 927
(682) (682)
391 301
(1,290) 1,376 86
1 (3,788) 4,440 652
2019 12 31 10,302 (12,848) (2,546)
(2,595)
49
2018 1 1 15,167 (17,308) (2,141)
(697) (697)
(684) (684)
(13) (13)
289 (338) (49)
(692) (399) (1,091)
(692) (692)
(399) (399)
576 576
(1,404) 1,471 67

1 (80) 74 (6)
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2018 12 31 13,856 (17,197) (3,341)

(3,369)

28

1 2019 HSBC
ServCo
2019 12 31 2018 12 31
HSBC HSBC
10,302 10,302 177 13,856 13,856 454
3,076 3,076 3,519 3,519
6,034 6,034 7,380 7,380
1 1,192 1,192 177 2,957 2,957 454
1
HSBC LSRBS
HSBC
1999
2019 12
75 25
2019 1,400
ServCo
ServCo
ServCo
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HBAP ServCo
2019 8,402 (9,749) @,347) 478 (618) (140)
(194) (194) 182) (182)
(194) (194) (182) 182)
68 (80) 12) 63 73) (10)
390 (255) 135 416 (168) 248
390 390 416 416
(255) (255) (168) (168)
198 198 184 184
(637) 637 (460) 460
. 3,767) 4,389 622 3,764 (4,379) (615)
2019 12 31
4,654 (5,252) (598) 4,445 (4,960) (515)
(598) (515)
2018
9,004 (10,096) (1,002) 510 (640) (130)
372) 372) (25) (25)
372) 372) (25) (25)
153 (167) 14) 9 @y 0
(386) 70 (316) 2) 17 ®)
(386) (386) 2) 2)
70 70 17 17
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2018 12 31

12019

HBAP

ServCo
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ooooooo
373 373 23 23
(832) 832 42) 42
1 (16) (16) @ (€Y
8,402 (9,749) (1,347) 478 (618) (140)
(1,347) (140)
ServCo
2020 402
ServCo
1
2020 2021 2022 2023 2024 2025-2029
377 650 545 507 438 1,926
332 475 546 366 411 1,987
2018
2019 12 31 2018 12 31
HSBC HSBC
9,099 9,099 66 8,880 8,880 348
2,228 2,228 2,234 2,234
5,433 5,433 4,228 4,228
1,438 1,438 66 2,418 2,418 348
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2019 12 31

2018 12 31

1 HKLT2018 2018
2 HKLT2017 2017

0.25 /
0.25 /
110 2018 115
2018
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OooooOodd
1.75 3.00 HKLT2018"
1.95 3.00 HKLT2017°
Hong Kong Life Tables 2018
Hong Kong Life Tables 2017
HSBC
2019 2018 2019 2018
@173) 179) 178 185
183 189 (178) (184)
11 2018 10
2018 105

99
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16.5

1.2(m)

12 31

12 31

2019

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
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16.5 2018
2019 2018

19,461 20,413
11,058 12,155
@) (11)
8,813 8,471
(403) (202)
1,932 2,054
1,975 1,938
62

(43) 54
21,393 22,467

2019 2018

136,433 134,583
25,855 25,232
(2.676) (2,683)
(3,969) (3,412)
2,503 1,470
606 1,132
(926) 728

21,393 22,467
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2018 12 31 @72 (8,057) 1,419 1,314 (13,673) (2.729) (22,198)
HKFRS 16
(2,664) (2,664)
2019 2 (8,057) 1,419 1,314 (16,337) (2.729) (24,862)
(b 7 (107) 25 118 42
/
324 (2,083) (138) 27 603 (909) (1,932)
, 2 (753) (207) (958)
2019 12 31 (149) (10,140) 1,290 1,478 (16,462) @3.727) (27,710)
1 183 1,290 1,478 2,280 5,231
1 332) (10,140) (16,462) (6,007) (32,941)
2017 12 31 (658) (7,417) 1,296 491 (13,667) (2,281) (22,236)
HKFRS
0 103 ) 873 1,321 2,293
2018 (660) (7,314) 1,294 1,364 (13,667) (960) (19,943)
3 27 (60) 117 1,484 51 1,622
/
185 (770) 185 (167) 310 (1,797) (2,054)
, (1,800) (23) (1,823)
2018 12 31 472) (8,057) 1,419 1,314 (13,673) (2,729) (22,198)
1 111 1,419 1,314 1,870 4,714
1 (583) (8,057) (13,673) (4,599) (26,912)
1 2,179 2018 2,315
29,889 2018 24,513
3,497
2018 3,626 1,939 2018 1,950
10
3,197 2018 2,261
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2019 2018
0.47 21,958 0.36 16,559
0.32 14,963 0.22 10,000
0.32 14,963 0.22 10,000
0.32 14,963 0.22 10,000
1.43 66,847 1.02 46,559
1,522 881
68,369 47,440
2019 12 31
0.58 27,026 2018 0.47 21,958
2019 2018
1,900
. 497 881
LIBOR 3.84
1,400
. 373
LIBOR 3.51
600
. 178
LIBOR 3.62
700
. 214
LIBOR 4.98
900 6.51 ° 150
900 6.03 > 110
1,522 881
2019

2 2019

179/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OoOoOoOoOodno
2019 2018
131,967 140,050
281,555 283,506
177,463 119,475
1 31,776 15,807
12 31 622,761 558,838
20,494,866 75,324 150,019 800 150,819 164,831 279 165,110
30,656,367 342,609 236,110 3,436 239,546 226,951 3,495 230,446
657,760 13,666 13,666 17,751 17,751
664,590 6,500 6,500 7,170 7,170
140,553 2,983 2,983 4,626 4,626
52,614,136 417,933 409,278 4,236 413,514 421,329 3,774 425,103
(132,872) (132,872)
2019 12 31 280,642 292,231
21,492,856 91,274 187,746 909 188,655 186,776 1,529 188,305
32,926,700 365,130 196,720 2,924 199,644 197,904 2,790 200,694
574,411 17,302 17,302 18,619 18,619
926,082 5,967 5,967 5,904 5,904
112,386 1,710 1,710 2,440 2,440
56,032,435 456,404 409,445 3,833 413,278 411,643 4,319 415,962
(120,409) (120,409)
2018 12 31 292,869 295,553
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oOoOooodn

HKFRS HKAS 39
G20
HKAS 39
HKFRS 9 HKAS 39 2019 11
1BOR
2020
2019 12 31
2019 12 31
1BOR Libor
RFR RFR

2019 12 31 252,443
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2019
9
2019 2018
234 234 107 220 327
13,350 6,733 20,083 13,380 6,134 19,514
120,047 120,047 99,836 99,836
1 13,147 13,147 13,182 13,182
12 31 13,350 140,161 153,511 13,487 119,372 132,859
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OooooOodd
2019 2018
3,738,269 3,545,258
(17,394) (16,556)
12 31 3,720,875 3,528,702
NACE
2019 2018
1,027,087 937,666
94,582 93,200
281,087 236,133
1,402,756 1,266,999
666,380 626,120
418,669 433,734
418,822 424,813
86,912 95,773
494,416 484,186
2,085,199 2,064,626
250,314 213,633
12 31 3,738,269 3,545,258
1
2,399,867 2,282,909
1,338,402 1,262,349

184/377
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OooooOodd
2019 2018
3,214 (639) 2,575 2,990 (640) 2,350
N/A N/A N/A 8,622 (2,097) 6,525
2,955 G72) 2,383 N/A N/A N/A
2,593 (529) 2,064 N/A N/A N/A
2,204 (496) 1,708 N/A N/A N/A
1,936 (464) 1,472 N/A N/A N/A
23,195 (3,567) 19,628 23,346 (3,819) 19,527
36,097 (6.267) 29,830 34,958 (6,556) 28,402
(175) @a17)
12 31 29,655 28,285
2019 2018

1,465,998 1,503,625

606,738 660,871

850,623 836,896

8,637 5,858

434,300 367,401

5,049 3,624

429,251 363,777

12 31 1,900,298 1,871,026
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2019 2018

7,906 141 5,137 155

376 7 356 3

355 5 365 5

12 31 8,637 153 5,858 163

2019 2018
88,365 66,706
228 893
12,806 15,813
76,019 65,784
11,648 3,894
52,473 42,598
12 31 241,539 195,688
208,436 162,036
63,194

2018 54,953
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2019 2018
98,929 94,296 70,492 59,118
15,270 114 6,702 870
114,199 94,410 77,194 59,988
2019 2018
556,634 512,242
95,154 112,832

187/377
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HSBC

HSBC

HSBC

HSBC

HSBC

HSBC

31

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
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HSBC

62.14

100

100

100

100

100

100

12
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oOoOooodn
2019 2018
37.86 37.86

9,386 9,144
63,363 58,750
5,646 5,066
1,676,721 1,571,297
1,497,804 1,409,190
43,549 41,493
24,822 24,188
2,376 400
27,198 24,588

189/377
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ooooooo
2019 2018
148,154 139,052
3,787 3,857
(¢Z)) 24)
12 31 151,917 142,885
19.03
2019 12 31 78,311 2018 86,086
BoCom
BoCom BoCom BoCom
TCEP
TCEP BoCom HSBC
HKAS 28
BoCom
2019 12 31 BoCom 8
VIU
2019 12 31
2019 12 31 2018 12 31
VIU VIU

BoCom 167.8 148.4 78.3 141.3 139.6 86.1
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VIU
VIU BoCom
BoCom
VIU
VIU

BoCom

VIU BoCom

VIU HKAS 36
VIU
BoCom
VIU
BoCom
CMC
CmMC CMC
CmMC VIU

VIU

191/377



VIU
HKAS 36 VIU
2023 (2018
2023 2018
11.24 2018 11.82
CAPM CAPM
10.4 15.0
0.79 BoCom
0.76 2018 0.70
BoCom
37.1
BoCom
BoCom
12.0 17.0 2018 13.8
22.5 2018 22.5
Tier 9.5 2018 9.5

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

192/377

ooooooo
) GDP
BoCom
10.0 15.0 2018
0.95 2018 0.73
2023
61 2018 62
38.8 2018 38.7 39.0
22.3 2023
11.5 2018 11.5
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VIU

96
78
118
15
607
363
875
114

187
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VIU
VIU
ViU ViU ViU ViU
2019 12 31
167.8 -50 (10.6) 157.2
-50 10.6 178.4 167.8
-54 10.9 178.7 +56 9.9) 157.9
2019 2023 2019 2023

90 7.5 175.3 108 .49 158.4

2024 70 2024 81
-96 2.9 170.7 +12 0.4 167.4
-175 7.7 175.5 195 9.9 158.4
-352 7.8 175.6 +250 (5.6) 162.2
1 +107 3.8 171.6 -346 (18.9) 148.9
167.8 +337 (64.1) 103.7

Tier
167.8 +322 471.2) 120.6
2018 12 31
+100 20.2 161.5 -10 .7 139.6
-10 2.0 143.3 +100 (21.7) 119.6
-142 25.4 166.7 +28 (4.0) 137.3
2018 2022 2018 2022

70 83

7.0 148.3 (7.9) 133.4
2023 2023

65 7
-140 4.1 145.4 +80 2.3) 139.0
-160 8.8 150.1 +200 (10.9) 130.4
-280 5.3 146.6 +250 (4.6) 136.7
1.2 +204 8.1 149.4 -366 (14.2) 127.1
141.3 +258 (39.4) 101.9

Tier
141.3 +243 (25.2) 116.1
2018 12 31 2019
VIU 1443
177.2 2018 121.4 153.5
/ VIU

cme

194/377



BoCom

BoCom

10

BoCom

1 HKFRS 16

BoCom

2019

30
2019 12 31

BoCom 2019

12 31
12

2019 12 31

195/377
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oOoOooodn

2019

2019 2018
874,238 982,268
841,420 806,561

5,689,981 5,380,339

3,394,004 3,196,602
315,310 332,795

11,114,953 10,698,565

2,262,654 2,384,086

6,765,782 6,497,116

1,026,377 743,278
179,723 284,560

10,234,536 9,909,040
880,417 789,525
709
2019 2018
144,727 135,871
3,687 3,753
148,414 139,624




BoCom

BoCo

2019 12 31
319,469

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
30 12
2019 2018
161,079 151,223
50,233 48,949
(58,603) (43,907)
(15,152) (6,012)
(12,822) (12,178)
87,556 87,122
2,470 1,490
90,026 88,612
4,810 4,792
305,291 2018
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oOoOooodn

15
2019 2018

6,315 5,932
61,075 48,522
1 14,253 10,650
12 31 81,643 65,104

1 11,851 2018 8,010

6,219 2018 4,499

2,264 2018 1,566
PVIF

PVIF

197/377



PVIF

12 31

HKFRS

PVIF
1

12 31

1
(439)
DPF

PVIF

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2019 2018

48,522 44,621

N/A (616)

48,522 44,005

12,546 4,629

8,779 8,138
(5,531) (4,650)
9,386 1,153

(88) (12)

7 (112)

61,075 48,522

8,829 2018
282 2018 3,566
275 2018  (1,974)
PVIF
PVIF
2019 2018

1.84 2.29

5.44 5.90

3.00 3.00

198/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

PVIF

PVIF

49

PVIF

50
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12 31

HKAS 17
2019 HKFRS 16

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2019 2018
126,603 112,080
9,327 N/A
137,930 112,080

119,264
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12 31

HKFRS 16

12 31

12 31
12 31

1 2018

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Ooooood
2019 2018
94,037 12,875 22,728 129,640 97,619 12,617 22,617 132,853
16,284 16,284 N/A N/A N/A N/A
110,321 12,875 22,728 145,924 97,619 12,617 22,617 132,853
(119) 12 (152) (283) 497) 1 (342) (838)
1,034 447 1,853 3,334 271 278 1,097 1,646
0 (903) (905) (361) (644) (1,005)
(6,604) (6,604) (11,126) (464) (11,590)
(4,306) (4,306) (2,613) (2,613)
4,426 154 4,580 10,626 639 11,265
119 (129) 10) 118 (196) (78)
111,473 13,335 16,922 141,730 94,037 12,875 22,728 129,640
73 17,487 17,560 210 16,307 16,517
6 (56) (50) @ (251) (253)
4,312 1,308 5,620 2,643 2,043 4,686
@ ©74) (875) (165) (612) @
(4,822) (4,822) N/A N/A N/A N/A
(4,306) (4,306) (2,613) (2,613)
84 13,043 13,127 73 17,487 17,560
111,389 13,335 3,879 128,603 93,964 12,875 5,241 112,080
2019

201/377
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93

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2019 2018
16,895 16,281
2019 12 31
20
7,859 2018 8,374
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oOoOooodn

2019 2018

28,326 27,897

53,163 50,058

47,302 44,401

26,282 17,792

1,521 1,517

27,289 23,683

35,824 30,378

28,551 34,223

12 31 248,258 229,949

165,497 2018 159,483
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OooooOodd
18
2019 2018
3,894,175 3,797,807
376,390 358,026
378,303 331,479
180,637 161,726
116,330 111,297
113,907 108,899
114,250 106,537
36,861 29,843
221,571 202,052
12 31 5,432,424 5,207,666
19
2019 2018
! 159 1,162
1 1,150 773
86,223 79,259
12 31 87,532 81,194
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20

21

12 31

2018

12 31

2,232

2018

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

2019

oOoOooodn

2018

74,761
48,506

37,024

82,136

42,369

36,638

160,291

161,143

1,216

177

2019

2018

90,365

65,074

75,980

24,625

155,439

100,605

20 (48,506)

(42,369)

106,933

58,236
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oOoOooodn

2019 2018
25,600 26,932
47,355 44,438
35,807 37,833
40,299 36,613

1,417 1,923

9,291 N/A

41,687 47,521

1,796 1,405

12 31 203,252 196,665
195,122

2018 184,221

206/377



2018 12 31

2019 12 31

2018 12 31

2019 12 31

2019 12 31

2017 12 31

2018 12 31

1

2017 12 31

HKFRS

2018 12 31

2018 12 31

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
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OooooOodd
74 640 714
563 383 946
(402) (85) 487)
(29) (254) (283)
2 128 130
208 812 1,020
691
85
776
1,79
192 380 572
11 469 480
97) (1) (188)
37) (83) (120)
5 (35) (30)
74 640 714
54
487
150
691

1,405



12017 12 31
HKAS 37

23

400

500

12 31

1 500

24

12 31

25

HSBC
CCPS

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

5.05

2027

HSBC

8.7

oOoOooodn

2018 1 HKFRS
2019 2018
3,114 3,133
2022
952 948
4,066 4,081
5.05 2027 2022 11
2019 2018
98 21,037
(96) (20,975)
@ 36
98
100
870 2018 870
CCPS 2009 100
CCPS HSBC
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oOoOooodn
2019 2018
116,103 116,103
1 56,232 56,232
12 31 172,335 172,335
2019 2018
172,335 46,440,991,798 151,360 46,440,991,798
/ 20,975
12 31 172,335 46,440,991,798 172,335 46,440,991,798

2019 2018

209/377
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1,000 2019 12
900 2019 12
900 2023 11
500 2023 11
700 2023 12
600 2024 11
1,000 2025
900 2026
700 2025
500 2025
600 2027
900 2024
1,100 2024
12 31
1 2019
2 6.09
3 6.51
4 6.172
5 5.91
6 6.03
7 6

Tier

210/377
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oOoOooodn

Tier
2019 2018
1 7,756
1 6,981
1 7,048
1 3,915
1 5,481
1 4,698
2 7,834
3 7,063
4 5,467
4 3,905
5 4,685
8 7,044
7 8,617
44,615 35,879
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oOoOooodn
9
202,746 202,746
21,140 21,140
208,944 208,944
618,856 2,253 1,219 433 622,761
279,698 115 96 28 81 324 300 280,642
8,883 393 1,330 938 706 4,605 10,273 126,383 153,511
260,716 97,168 32,322 6,856 11,772 9,624 3,875 422,333
180,357 46,565 23,409 19,174 15,502 30,018 10,007 3,783 328,905
643,208 356,953 285,049 144,180 141,465 404,131 795,421 950,468 3,720,875
201,596 406,723 186,055 70,922 89,852 197,506 310,398 437,246 1,900,298
79,091 3,043 1,318 79 3,911 190 87,632
108,167 30,046 15,491 3,935 1,947 1,265 572 4,074 165,497
2019 12 31 2,903,402 943,259 546,289 248,112 261,325 647,906 1,134,847 1,522,144 8,205,284
456,430 456,430
2019 12 31 2,903,402 943,259 546,289 248,112 261,325 647,906 1,134,847 1,978,574 8,661,714
208,944 298,944
25,576 25,576
90,565 3,131 2,713 1,566 447 7,974 106,396
169,344 8,474 1,888 30 5 52 26 179,819
4,657,422 467,294 190,460 45,681 42,479 18,388 10,700 5,432,424
87,532 87,532
290,808 113 15 41 73 339 662 180 292,231
38,524 24,493 12,173 4,833 4,694 18,962 12,703 43,909 160,291
5,113 31,769 18,816 5,614 7,757 17,038 17,640 3,186 106,933
88,108 32,414 246 37 118 35 79,308 110,808 311,074
114,974 38,591 18,130 5,573 4,846 3,704 4,626 4,678 195,122
4,066 4,066
019 12 3 5,866,910 606,279 244,441 63,375 60,419 58,518 125,665 174,801 7,200,408
582,025 582,025
2019 12 3 5,866,910 606,279 244,441 63,375 60,419 58,518 125,665 756,826 7,782,433

212/377
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6
205,660 205,660
25,380 25,380
280,854 280,854
554,886 1,359 1,723 870 558,838
291,515 83 17 247 17 324 318 28 292,869
9,308 2 1,108 615 1,121 3,839 11,210 105,634 132,859
250,550 87,939 15,059 4,326 7,171 37,682 3,000 406,327
177,476 56,118 17,869 11,374 19,247 22,912 26,835 6,320 338,151
638,718 323,164 268,711 159,123 145,495 350,859 767,323 875,300 3,528,702
235,488 409,356 185,205 84,225 75,210 218,508 297,627 365,407 1,871,026
63,150 6,477 649 2 2 149 70,455
102,461 33,492 14,830 2,189 1,178 1,071 584 3,678 159,483
2018 12 31 2,835,446 918,012 505,271 262,127 250,039 636,067 1,107,046 1,356,596 7,870,604
392,850 392,850
2018 12 31 2,835,446 918,012 505,271 262,127 250,039 636,067 1,107,046 1,749,446 8,263,454
280,854 280,854
33,806 33,806
63,273 723 1,159 4,555 569 70,279
154,915 2,415 3,923 2,018 1,260 53 80 164,664
4,547,352 342,264 150,739 72,99 61,663 16,011 16,570 75 5,207,666
81,104 81,104
294,112 304 157 250 207 209 314 295,553
22,504 23,447 21,021 7,873 10,014 18,541 18,314 39,409 161,143
2,631 6,287 9,810 859 519 15,913 19,053 3,164 58,236
120,904 93,361 1,299 50 27 15 77,508 103,323 396,487
115,539 40,894 16,241 3,542 4,423 1,718 1,154 710 184,221
948 3,133 4,081
% %
2018 12 31 5,717,104 500,695 204,349 92,139 78,682 52,460 133,941 149,912 6,938,282
512,252 512,252
2018 12 31 5,717,104 509,695 204,349 92,139 78,682 52,460 133,041 662,164 7,450,534
1

213/377
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28
12

2019 12 31
298,944 298,944
25,576 25,576
90,675 3,131 4,857 8,068 106,731
169,744 8,474 1,960 84 180,262
4,664,306 467,294 283,081 31,564 5,446,245
87,532 87,532
290,016 113 2 846 180 291,157
39,636 24,493 22,589 32,873 44,188 163,779
5,418 31,769 33,538 36,214 3,892 110,831
98,361 32,414 5,344 100,805 126,697 363,621
109,482 38,591 25,715 8,313 4,756 186,857
29 86 457 5,789 6,361
5,879,719 606,279 377,172 211,156 193,570 7,267,896
2,750,332 2,750,332
49,199 49,199
8,679,250 606,279 377,172 211,156 193,570 10,067,427

86% 6% 4% 2% 2%

2018 12 31
280,854 280,854
33,806 33,806
63,360 723 6,464 70,547
155,763 2,415 7,221 137 165,536
4,552,138 342,264 289,185 34,197 80 5,217,864
81,194 81,194
294,448 304 403 1,754 296,909
23,410 23,447 40,498 39,723 39,474 166,552
3,042 6,287 12,028 37,140 3,521 62,018
121,089 93,361 885 88,418 137,417 441,170
109,254 40,894 22,377 2,850 1,194 176,569
22 65 1,294 3,995 5,376
98 98
5,718,380 509,695 379,224 205,513 185,681 6,998,493
2,562,972 237 2,563,209
57,964 57,964
8,339,316 509,695 379,461 205,513 185,681 9,619,666

87% 5% 4% 2% 2%

214/377
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29
2019 2018
1 49,199 57,964
2 266,272 234,265
3,299 3,416
12 31 318,770 295,645
3
22,455 23,258
30,268 14,087
2,697,609 2,525,863
12 31 2,750,332 2,563,208
1
2
32019 12 31 HKFRS
1,630,005 (2018 1,490,711 )
HSBC
2019 12 31 38

215/377



30

31

2019 12 31
2018 7,912
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7,413
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Oooooooo
1
2019 12 31

2
384,173  (132,872) 251,301  (213,466) (8,155)  (15,070) 14,610 29,341 280,642
470,307 (17,667) 452,640 (451,866) (125) 649 20,387 473,027
28,779 (90) 28,689 (28,680) 9 28,689
441,528 Q@7,517)| | 423,951 (423,186) (125) 640 20,387 || 444,338
854,480  (150,539) 703,941  (213,466)  (460,021)  (15,195) 15,259 49,728 753,669

3
396,052  (132,872) 263,180  (213,466)  (13,444)  (14,238) 22,032 29,051 292,231
148,626 (17,667) 130,959 (130,399) @n 523 43,022 173,981
1,978 (90) 1,888 (1.823) 65 1,888
146,648 7,577 | 129,071 (128,576) @n 458 43,022 || 172,003
544,678  (150,539) 394,139  (213,466)  (143,843)  (14,275) 22,555 72,073 466,212

2018 12 31

2
380,939  (120,400) 260,530  (208,893) (5,637)  (31,801) 14,199 32,339 292,869
444,711 (31,283) 413,428 (413,374) “42) 12 29,862 443,290
23,112 23,112 (23,100) 12 23,112
421,599 (31,283)| | 390,316 (390,274) 42) 29,862 || 420,178
825,650  (151,692) 673,958  (208,893)  (419,011)  (31,843) 14,211 62,201 736,159

3
391,064  (120,409) 270,655  (208,893) (9,558)  (18,754) 33,450 24,898 295,553
146,026 (31,283) 114,743 (114,548) 05 191 26,560 141,303
2,023 2,023 (2,007) 16 2,023
144,003 (31,283)| | 112,720 (112,541) 0 175 26,560 | | 139,280
537,000  (151,692) 385,398  (208,893)  (124,1068)  (18,758) 33,641 51,458 436,856

1
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2 85,124 2018 103,358
3 133,693 2018 139,410
32
EXCO
HKFRS
EXCO
CODM HKFRS
CODM CODM
HKFRS
RBWM
CmB

CMB
GB&M

GB&M
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GPB )

2019 12 31
218,525 81,030 @18) 299,537
88,957 47,476 136,433

2019 12 31
6,221,486 3,155,935 (715,707) 8,661,714
5,724,204 2,773,936 (715,707) 7,782,433
1,705,308 1,363,794 3,069,102

2018 12 31
195,249 75,297 (2,238) 268,308
88,017 46,566 134,583

2018 12 31
6,036,854 2,939,955 (713,355) 8,263,454
5,590,770 2,573,119 (713,355) 7,450,534

1,584,981 1,273,872 2,858,853
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1 2
12 31 12 31
2019 2018 2019 2018
147,456 142,665 132,935 110,125
18,153 17,653 158,215 147,444
7,337 7,658 2,130 825
9,339 7,880 2,339 1,934
3,701 3,702 3,932 3,566
6,107 6,330 1,820 962
10,776 10,053 2,820 1,415
3,064 3,509 2,802 2,201
13,448 11,019 3,421 3,075
219,381 210,469 310,414 271,547
1
2
33
HKAS 24 KMP KMP
KMP
@
100
100
2019 8500
ServeCo
2019 12 31
ServeCo 15,718 2018 1,098

ServeCo
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2018 12 14
LAC
IT
2019 2018
1 6 1,450 1,220
1 3,678 3,967 2,022 1,563 5,545 1,681
2,383 43 2,547
1,296 1,153
2 152 5 1,289
976 773 1,348 2,531
2 3,846 31,657 3,405 13,682
12 31
823 151,094 327 149,122
3 67 1,989 123 11,586
633 63,652 78,994
3.6 123 85,453 204 58,542
189,690 1,290 187,550 254,547 212,358
8 622 15 97
s 126,237 9 87,065 298
67,419 70,320
3.6 1,492 1,221 119,500 96,000 120,551
3.5.6 61,961 69 71,467 20,994
98
19,179 17,763
2,388 14,319
1

221/377



2 2019

2018 459

3
4 2019 12 31

2018 87,065

7,482

52019 12 31

(®)

HSBC
HSBC

3,396
1,923

1,417

©
2019 12 31

581
2018

@

14
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428
TLAC 126,237
2018 1,289
2,313 2018 310
TLAC 61,961 2018 78,450
2019 12 31
2018 3,147
9.1 2018 12.3
2019 22 2018 29
2019 12 31
2018 486
2019 2018
12 31 12 31
34,813 16,001 30,411 23,487
19,602 4,016 15,821 2,141
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1 1 1
O)
2019 2018
336 337
9 10
1
104 92
450 439
2019 2018
48,944 47,132
47,211 48,251
1,144 936
7,177 7,060
5,275 3,841
1
2018
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2019 10 HBAP 15 0.375 2.625 4.25
800
100
Q)
17
12 31
2019 2018 2019 2018
1 4,530 1,231 4,730 8,360
6 8 8 10
4,536 1,239 4,738 8,370
1
34

GB&M GB&M
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GB&M

LIBOR
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2
2019 12 31
1 426,072 196,132 557 622,761 622,761
2,282 213,242 833 216,357 64,285 280,642
89,152 32,068 32,201 153,511 153,511
1,096,572 363,804 5,622 1,465,998 1,465,998
1 78,111 9,421 87,532 87,532
2,892 219,498 2,422 224,812 67,419 292,231
139,720 20,571 160,291 160,291
1
2018 12 31
1 395,769 162,841 228 558,838 558,838
3,219 209,450 1,206 213,875 78,994 292,869
75,105 36,599 21,155 132,859 132,859
1,146,426 352,490 4,709 1,503,625 1,503,625
1 74,376 6,818 81,194 81,194
3,348 220,043 1,842 225,233 70,320 295,553
139,782 21,361 161,143 161,143
1
1 HSBC
2 HSBC
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2019 12 31
32,281 9,198 131
16,872 15,069 2,359 599
2018 12 31
9,955 1,389 349
121,667 18,109 376
/ 2018

2018 12,200

228/377
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HKFRS 13
CVA DVA
CVA
oTC
DVA
0TC
CVA DVA CVA DVA
CVA
PD
DVA
PD
CVA
PD
FFVA
FFVA  0TC

FFVA DVA
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95
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2019 12 31
422,333 417,294 5,385 422,679
328,905 323,304 5,501 328,805
3,720,875 56,475 3,654,716 3,711,191
434,300 77,108 382,368 356 459,832
106,396 106,398 106,398
179,819 179,823 179,823
5,432,424 5,432,803 5,432,803
106,933 107,641 107,641
4,066 952 2,999 3,951
2018 12 31
406,327 396,061 10,723 406,784
338,151 322,443 15,531 337,974
3,528,702 52,262 3,473,497 3,525,759
367,401 8,543 356,836 365,379
70,279 70,282 70,282
164,664 164,662 164,662
5,207,666 5,207,871 5,207,871
58,236 58,808 58,808
4,081 960 2,919 3,879
98 98 98

231/377
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HSBC HSBC
0 4 58 47 95 40 240
4 15 8 25 89 2 124
15 39 6 41 47
39 196 1 26 27
196 1 4 5
2019 12 31 66 80 255 42 443
27,636 24,258 50,241 13,140 115,275
774 774
23,484 50,241 73,725
27,636 12,742 40,378
398 398
857 1,797 14,664 3,958 21,276

201 12 31
28,493 26,055 64,905 17,098 136,551
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HSBC HSBC

0 4 38 39 97 36 210
4 15 7 18 84 1 110
15 39 1 4 38 43
39 196 1 21 22
196 1 5 6
2018 12 31 46 63 245 37 391
17,907 20,540 40,101 15,598 94,146
76 76
19,292 40,101 59,393
17,907 15,253 33,160
1,172 1,172
345 345
19 8,905 6,877 15,801

2018 12 31
17,926 20,540 49,006 22,475 109,947
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HSBC

HSBC

HSBC

2019 2018
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2019 12 31
12 31
2019 2018
156,273 147,447
15,437 18,021
298,944 280,854
496,660 439,155
267,018 276,558
7,087 6,298
235,823 243,203
184,429 159,636
2,024,194 1,947,307
830,648 866,566
332,865 347,652
93,355 88,169
39,830 39,830
11,242 8,419
79,208 75,897
819 682
131,368 130,057
5,205,200 5,075,751
298,944 280,854
17,878 22,786
61,793 55,142
129,703 121,618
3,287,463 3,186,542
49,399 47,491
277,421 279,056
44,748 42,545
53,584 41,398
1,426 2,085
384,490 439,262
110,893 98,983
7,556 1,600
9,199 8,836
3,114 3,133
4,737,611 4,631,331
172,335 172,335
44,615 35,879

2371377
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27,101 23,346
223,538 212,860
467,589 444,420
5,205,200 5,075,751
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31
FVOCI
7 1

172,335 35,879 212,860 39,506 1,037 (D) (12,846) (4,267) 444,420
79,694 79,694

(1,993) 2,836 2,467 (35) (481) 2,794

1,438 1,438

1,029 1,029
35) (35)
(2,007) (2,007)

2,836 2,836

14 14

(481) (481)

77,701 2,836 2,467 (35) (481) 82,488

44,615 44,615

(35,879) (35,879)

(68,369) (68,369)

30) 227 197

1,376 (1,366) 107 117

172,335 44,615 223,538 40,976 3,504 (119) (13,327) (3,933) 467,589
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FVOCI
7 1
2017 12 31
7 151,360 14,737 205,582 39,799 1,688 (118) (9,473) (13,041) 390,534
HKFRS
(896) (356) (1,252)
2018 151,360 14,737 204,686 39,799 1,332 (118) (9,473) (13,041) 389,282
75,742 75,742
/
(535) 8,410 (295) 34 (3,373) 4,241
(261) (261)
(34) (3%
34 34
(208) (208)
8,410 8,410
/
(327) (327)
(3,373) (3,373)
/
75,207 8,410 (295) 34 (3,373) 79,983
) 21,142 21,142
3 (47,440) (47,440)
(213) 215 2
s 20,975 (19,380) (8,703) 8,559 1,451
2018 12 31 172,335 35,879 212,860 39,506 1,037 (84) (12,846) (4,267) 444,420

65
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2012 12
FCA
AML
AML
FRB
12
AML
OFAC

HSBC

HSBC

HSBC

1.2(n)

FRB

FCA

OFAC

HSBC
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2019 12 31
2013
HSBC HSBC
166
HSBC 2012
OFAC
HSBC HSBC
HSBC
FRB OFAC
HSBC
HSBC FRB FCA
HSBC
HSBC

HSBC

HSBC
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SIBOR SOR
BBSW
2016 HSBC SIBOR SOR BBSW
SIBOR/SOR 2018 10 HSBC
HSBC
2018 10
2019 2018 10 SIBOR
2019 2019
2018 11 BBSW HSBC
2019
2018 11 CFG
CFG
11
2018 2010 2011
DoJ
FX DPA HSBC DoJ
FX DPA HSBC
DoJ

HSBC

39
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HSBC www . hsbc.com
E14 5HQ
40
2019 12 31
2020
32

2020

2019 12 31 ECL 2020
2020 HKFRS ECL
GDP
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Consolidated Financial Statements

Consolidated Financial Statements

Consolidated income statement
for the year ended 31 December

2018 2078

Aetam Hefm HEEm
Hat nteres meoma & 130,903 125463
= AL NoOma 191,322 1 H0EE
= mtaraEt aXpared IIU,"!IA &3 52|
Nat faa MoomnE i 41,505 [Ty ]
- fas insams n.m 4,55
= fah axpines (11 [10,5%54)
Nt wcoms Trom Ddncal satiumants beld Yo trad ng o managsd on a e vales boes = 36,388 2070
Mat meomaaxpense) from assate and hebilibes of neumnce businesses; noudng ralsted dorvetams, messgred 8t fair
v thiaugh Bl af ks E 14,257 ol
Changas i fae wa ks of dapgneted Sebts meued snd robated darwatves =0 {30'5) 27}
Charngss i far value of other feencsl sstuments mandatonby messesd 81 far value through proft or loss a0 i1a f&1 7}
D linss kagsa s from firencsl imestmants Lk &1
Ak eBUEBRG DIOMIET o 4 60,275 E0.579
Qthet oparetng incoms at 15,758 10470
Total operating income 258537 288508
Mat mmiranca csme and benalits poed and movemant in labiltss fe policyholdars 1 (80,156 (T8 =R
MNat qullﬂn! incom e before change in expected credit mnd other credit impairm et charges 218,381 210,469
Chargs o axpectad cradht bepss and otfis St ompsim et chargag b {5,672) 4. 220]
Mat aperating income 213,709 206,742
Emplines companeation and banafite s {38,0448) [&0,753]
Janaral and admenatiative sxpensas ¥ (44,769) [&8.504)
Dapresaton and smpement of propadty, plant and sgupmant & 8,230 14, 505)
Amnortatson snd mparmant af intengibls sesets _RA-I-'J] 11.988]
Total operating expenses (93,494) |67 Aza)
Operating profit 120,215 118,225
Shwre of profit inassocimtas end ot vanturas 16218 18,258
Profit befors tax 136,433 134,683
T axpanes Ll {21,393) (22 45 7)
Prefit for the year 111‘01-0 1124118
Adtretabis 10
= ordnaey sharahoiders of B DaRat compeny 104,200 102152
= athar equity hokdars 1,522 1
= fanesortrofling ntaresls aina 8103
Profit for the year 115040 112118

1 The definition has been updated fo include deld insruments whvweh are iszued for funding purposes and are desgnated undar the fair value option
o réduce an accourting rvernaich, previously repored under "Ner incorme from financial instruments held for trading and managed on & fair
vaiue hasis” Comparatives have been ra-prasented 1o cortform [0 CUFTant yaar's preasenfaton

60 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015
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Consolidated statement of comprehensive income
for the year ended 31 Decamber

2018 gl

HHEm Hidm
Prodit far B yane 115,040 iAFALLT
Othar comprahargos noomad e paeness|
hems that will be reclassified subsequently to profit or leas when specific conditiona are met
Dabr metrumenrts ot fair vo s heough othet compreberdee nooma 1674 B2E
= faif valus pars 2,782 FL ]
= T valus [gareliossss tranefariad to the woame stelirmet 142
= wxpested ¢ il fesovansal|loasda) recognaad m e NEomE StatEmanT 23 1]
= EhoomE taen 215
Ganh flow hadgss [ 131
= fmir valus gons L5 1] 1284
= {ar value gams reciossfied to the moome sintamant ﬂ"j 111253
= oM teaen ]
Shinea of oer comprahenieve incomad iaenes) of sesocotes and gt wentues 167 n4g]
Exchangs ddferences {3,606) [5.058]
Mems that will not be reclassified subsequently to prafit or loas!
Peopary ravaliation 3,673 BHIE
- fair valua pons Mi";sJ 10585
= ST R |1 80D
Equety mistrumants demgnated of fair valus through othar sompraehansnss inooma 2,654 BE1]
= fuir walus pamad]lossan) 2,659 BTE]
= NCams tnoes pJ B
Chrangss in fae valus of finencnl lebibes desipnated of fnir valie upon imtial recogntion armg from changes in own el rek {20600 EE]]
- bafone moom s teman {2967} wa1)
= R R 407 £
Ramansuremant of dufined baradit nasatlinbiliy 192 EAl]
= bafore meoma texes 245 1081}
= WOamE thxes EJ 161
Orther comprehenzive incoma'{sxpense) for the year, net of tax 2608 [10.161]
TWMHMHIM‘MME.‘ 'I'I?'F Tﬂ1ﬁ
Artributable 1o
- afdnany ghataholdam of S parent company 106,187 91,815
= ofhar aguiity hobdara 1,522 aE1
= nomcontrofing nterets 10,2350 8,188
Total comprehensive income for the year 117,959 101,865

The Hongkeng and Shanghai Banking Corporation Limited Annual Repert and Acceunts 2015 &1
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Consolidated Financial Statements

Consolidated balance sheet
at 31 December

e 2018
Factan HEfm M
Asseta
Gagh end balances nt cantml banis 202,748 206880
Fams N the courss of colmetion from other banks 21,140 5.0
Hong Kong Savairmant sartficates of ndabtednans 206,944 250,654
Tradng sseits r 622,761 G588
Darvat g 4 260,642 282 50
Frnnaml sesats desigrated ond ofsranss mendaanby masiuced of fmr valus thiowgh poahit of oés | 153,511 152,050
Ravarss repurchess sgroamants = non-drading e e A 27
Lonrm and advences to banka 320,905 958
Loans and advences to customars il 3,720,875 2RI MR
Financi! rsmatrmants ! 1,900,299 1,871,028
dmnounts dus from Group companies kel A7.832 T0LAEE
R raEls i1 ASR0EINtEE nd O ventutes a 15,7 142 G5
Googwill and ATBRGE s st i 81,643 B, 104
Proparty, plont end squpmant i 137,930 1120860
Dularned thx pasuts 8 2,179 216
Prapaymynts, ogereed noeme snd other nasats Tz 58 223942
Total assets 8,861,714 B2 454
Lisbilities
MHong Kong currancy reotes s derculstion 208,044 280 554
Fame n the courss of tranem esson 1o othar banks 25,576 o e
Regurchass bramants - nontmdng 105,396 1027
Daposite by banks 175,819 164 854
Cughomal sesounts 18 5,432,424 BA07 S
Tding lsbibos T B7.532 891,184
Darivetvas il 292,211 FEAL
Frananl kel dwes depgrated at Mo valus B 160,291 161,143
Dabt securd i in dtus Ll 106,933 6B 236
Febramant benalt habiltas 4 2,595 3369
Arnaunts dus 1o Brou Companss & LA A96.457
Aasananls and dafarred scome, othas belhldwe and provmons & 203,252 1 96 565
Lebiition undar ineuranoe comntescta 2 528,760 A5 RS
Currang tax bebiiiten 128614 3,337
Dufarred tmx inbiltas & 29889 24513
Subordnated labidtios £ o, 086 4 81
Prafanancs shans L - a
Tatal liabilities 7,782,433 TAB0 AL
Equity
Shinrs capital Ea 172,335 172 556
Cithad ety netramanta L 44,615 ke
Jthar resrrves 133,000 114,549
Aetenad ammings 64,820 420 555
Total sharsholders' equity B14.878 Fi=r
Ban-gontralling erberests B, 803 B, 162
Tatal squity B79.281 812820
Total liabilities and sguity 8,661,714 20004

62 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015
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Consolidated statement of cash flows
for the year ended 31 Decamber

2019 Fiilhi]
HHgm HiKEm
Profit before tax 136,433 134 5EQ
Adjustments for non-cash items:
Dapreaston md mmarhsation | 10677 BERT
Nat gon fram immstng sctivities [790) 11.071)
Shnew of proles m pesacetes snd ok vantuten {16,218) [16.2658]
Fann)icas on depossl of subssdinnies, DuBNAsssR, BERXTINTEE BNd ot vantues 14 1]
Changs inaxpaciad cradi bases gross of recow el and other credit smpaam ant changss 6,535 4,020
Provigsons 568 &1
Shara-based payment axpansa Lot} B
Othar non-cesh feme inchadad i profd bafora tax {16, 565) 851
Ehrunatan of axchangs diffarenses 4,819 6. 723
Changes in operating ossets and lsbilities
Changs in net teading securiss and darvetnas Em 85857
Changs in loans snd sdvances to banks snd customaers (189, 345) RE5.19N
Changs in revarsa rapurchass sgraemants = non-tmding {33,521} [ ]
Ghangs in fmoncsl eessts designated and cthanvme mendotoriby messired ot foir valua thowegh ol or lose m 1178
Cheanga in othar nssats 6,148 113 808
Chasgs i SapapilE by Bonks and cusformer aecourls 239,M3 71650
CRaagd 1 MGursiaig aJramants — non-Uadng 36,117 23108
Crongs in Sell Saourles o s 48,897 18842
Crangs in Taandml ekl s desgrated ot e vahs @52) [6505]
Changs in sthar abilise {28,243) 165634
Drwdands racarved from assoomtas L] &4 848
Caortnbuticns paid to defned barels plans (391} BTE]
Tax paid 19,4207 [18.218]
Met cash from operating sctivities 100,657 BB 082
Purznee of insnasl Awatmants (B35,482) [G42 JEF]
Prozeacs from tha sale and mabutity of fmencel inveetments TE2 125 TEE B0
Purznees of proparty, plent and aguipmant 3,334) [1.545]
Procaads from sal of propany, plant and aouipmant and nssata hald for sak 1,828 11,840
Prozends from dispcsal of customar loen portfclios 2057 2543
Nat wvigtment in evtengble assats {8,019} 14.621]
Net caeh mffow on sabe of submderss 254 -
Nat cach from immesting activities {79, 536) I57.412]
legun of crdnany ghac cegeal and athar aquity mEtromaents 8817 21142
Redamplion of prafaranca alares and ofbar squdy inBlruments — [20.57%5]
Subordnoted lcen copinl assed” - Taane
Syubordnated loan capdnl mpurd:' - [42 455
DOnvdends paid to stmrehobkders of the paent company end noncontrolling intenests {74,015) 52 B0E]
et cash from financing activities {55, ¥04a) (18,450
Net increasai{decreasa) in cash and cash equivalents (44,077} 18167
Cash and cash aguvalents st 1 Jan® T21,609 MEOGE
Emshangy deffarenees 0 reipest of o and oaeh egunalants 132 [11.585)]
Cash ond cosh squivalents st 31 Dec™ 677,664 T 0D
Gt ongd cash agunalanis Gomprds
= cash and balences =t centrel banks 202 748 208 5
= tharmes 0 tha cowsa of colleatson from othar banis 21,140 20,380
= lomms and advancas ta banks of ona month or less 217 870 178,862
= nat mitlemant accounts end cash oolbteral 18,706 -
= revarss rapurchass egements with benks of ana month or less 155,587 186,864
= trassury il oiher bits ond cortdeabes of dapoait lees than thees monthe 87,182 175068
- luga. itamia i the Courss of trarem Seion 1o othar banks {25,576) [EB06]
‘¢_Ilhlnd eazh equivalents at 31 Des™t 577,664 T80

Interast received was HK$155,528m (2018; HK$168,44 1m), intarast paid waz HE$62 557m (2018: HK$41,583m) and dividands recaived

wara HK3S,410m (2018: HK$178m).

1 Theimpact an rght-of-use assets has bean recogrizad from 1 January 2013 fallowning the adoption of HKFRS 18 Comparatives have not bean
restated,

2 Changas in subsrdinatad habviines finciuding rhose ssued fo Graup companes! dunng ohe year inciuded amounts from repaymeant and re-
issuance with no cash mevement, and non-cash changes from foredgn exchange lfocsas (HKST.012m) and fair value gain afrer hedging
(HKES, 736m).

3 I 2015 the group included semiament ccounts witlh bank counterpartees of one moanth or 1853 on 8 ner bass. Comparanvas have not bean re-

prasentad.
4 Az 31 Decenber 2013 HKS110.076m (2018 HKS 122, 899m) was not availeble for use by the group, of which HKSEE 943m (2018 HKS71,783m)
related to mandatory déapasits ar Cantral barks.
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Consolidated Financial Statements

Comlidm«d statement of changes in equity
for tha year ended 31 Decembear

Orther reserves
Other Financial Cash Total
equiny Property mssetanl aw Farsign ahinre- Nan
Shere  instrum  Retained  revaluation hedge  exchangs malders”  ocomtrodling Total
capital &t eamings reserve reare  reIeree rezorve  (rther’ agquity interasts Uity
HH$m HHm HH$m HHfrm HHE$m  HH§m HHfm  HHEm HH§m HHgm HHfm
A 31 Dec 2018 N 172,335 35,879 420,595 57.814 2,853 (B9 (24,649 78,830 752,758 60,162 B12,920
mpact on tanmiban b HEFRS 16 — — - 13,483 - — - - 13483 — 13,483
At 1 Jan 2019 172,335 35,879 425,585 71,397 2,853 99} (24.6499) 78,830 766241 60,162 BZX6.403
Frafit far e yaar —_ — 105,722 - - — = — 105,722 8318 115040
Othar comprehensive mnoomaffenenss]
et ol thx) - - {1,945} 3,105 4,008 5 (2,4989) 9 1,987 a12 200
= dabit EtrurmEts ot fair vaiss
theough otter compreharsive
e - - = - 1.6786 - - - 1676 25 1,674
— SGuly rEirmente Geegrated ot far
welun through other comprahansme
__inzoma - - - - 2169 - - - 2,169 Gas 2854
= cheh Mionw hadpen — - - - - 5} - - 5} o 5
- chEfsdn if e vakes of Hirancal
labhibaig daibnmted 81 T8 vakud
upon vkl moognition aneng from
changas & own cradd nek - =| {2055 = = = = =| (2058} 2F  (2080)
= proparty mveluatbon - - - 3,348 - - - - 3,345 *7Ta 3,873
= iesasunarmant of dalmed bamsafit
pasotmbility — - 112 - — — - - 12 ao 192
— shara of othar comprahanensg
weormafaxpansa) of aasocatas end
jont venturas = = = 181 - - a 167 i 167
= qohange differences -— - - - - - [LHHIH - I!,.-I-H'H {137 I,:!,Mlﬂﬂj
Total comprehensive incoma'
{expansa) for the year = - 103,773 3,395 4,008 5 (34969 3 107,708 10230 117,938
A Sty PELLATIANTE ERd - 44,615 - - - - - - a4.8515 - 44615
Clthat aquity MStnmants repaid” = [¥5,879) = = - = = = (35,879} = {35.879)
Onvcende pasd - = |58, 369) - - - - = (58,368) [5.646) (74.01%5)
Showrmant @ et of gnsrg-bagad
pEYMANT SrTEgameants — -_ {42 - - — - 249 207 2 208
Tanalere ard athad movametd - - [EF] (2,779 = = = 281 154 {145) )
At 31 Dac 2015 172,335 44,615 454,629 72,013 6,959 {104] (28,118) 82,349 B14,678 64,603 B79,281
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Consolidated statement of changes in equity (continued)
for the year snded 21 December

DTar rapenE

Fnanaal CHeh Tedal
Rhar Proparty anFams ar T Fonagn snara. Mon=

Share wully  Ralamed sevdeen Ly ] hedg  axdhEng fabdan'  contreling Teaal

capial  nEDUMGETE AAMmngE TR R TASArYE g Cmar Uy FIDETGELE Y

HIKEm HiCim HEgem Hlim HEgm HigEm HEE™ HEZm HEgm HEEm HKgm
AL Dagdint ' 161,560 14737 &06, 955 5B, 361 6,026 nan 6.048) EH.056 ENE480 EEE0G  ThEGEE
Fmpact on tranaibon to HEKFRS § - — [7.476] — 4,612 — — — (19,5900 1523 N2a3)
A1 Jen 2016 161,560 14257 GE,am Gl 361 233 LEE] MEadE] 5555 ERd4a0 £5.183 740673
Prodit for Bwyanr - = 18013 - - - - - 108043 8103 g
Othar comprahargivg noomad
fmanga] [nat of thad - - ] B,080 i) il [17.70] 2l nozvd B8 [1L161]

- Jabt inEtREmarts ot fod volua
through othar compaehenens
necme = = - e 7aL = = = Fact! a2 e

= wgudy inElrurmants deignated ot
fair walus throwgh othar
Ccompreharsnvg TomH -— - - - |357) - - - [R-aF ) (FRL| BE1]
o ow hadgen - - - - - @ - - 6 a3 13
amangad in fair vokes of financial
Tmbilitae dessgrated ot feaar vebes
uady il tacogriban aning

from: changes n own credl nek - - 1ta? - - - - - (REFS Fil 1158
= proparty revaliston - - - B 080 - - - - B0ED 7w BE2E
= remaasuremant of dafined

banaft apsatiabity - - [GEE - = - = = [EEE) FFFy 0]
= ghare of othar comprahansns

axpenas of sRE0GAleE and ot

VAL - - 5 - [ag) - il 21 nes - (1451
= guhmngs difarences = = = . = = 122011 = I t'l]‘..?'l:ﬁl [T (16,058
Totnd compratansnd sooms’
pomsnsa] for the year = —  DRAZD B.060 ] o8 172011 @] 92726 4,963 101,365
Obhar @ity matnemania \amud” - FARE - — - - - - AR - 21,142
Duwdands paid” - —  iaz.4a0) - - - - — M40 A0SR (BIAE
Movernart @ raspect of shara-
basad paymant armengarnants - - [£4] - - - - FL 12 10 Fr
Transfars and othar mavernents " 20,876 = 4,542 BEIT 412 - - 13230 1,750 190 1828
AL 31 Dag 2006 172596 JRETE 42059 61914 2,560 M3 [24.643) MAE3H TR0 B,162  B1220

T The other réserves mainly comprize share of associates” other resérves, purchase prérmum arising from transter of business from feliow
subgidiaries, properTy revaluation resernve relating fo fransfer of properties fo a fallow subsiclary and the share-based payrmant reserve. The share-
based payment reserve is used to record the amount relating to share awards and options granted fo employees of the group directly by HS8C
Holdings pie,

I 2018, rhare were USSET, 100m addinonal rier 1 capital instruments ssued (2018 USEE 700ml In additian, LSS 600m of addivanal rar 1
captal instrumeants weare repand and reissued in 2078 with no actual cash movernant (2018 nill.

Inciuding disributions paid on perpetual subardinated loans classified az equity under HEFRS.

The movements include transfers from retained earnings 1o other reserves in associates according fo local regulatiory requiremants, and from the
BPOPEITY FevalLation réserve 1o retained 8arnngs in relation 1o depreciation of revalued propemes

Oretinary share capial inciudes preference shares which have been redeemad or bought back via payment out of distriburable profits in previous
years. In 2018 the Bank redeerned HESZ2(,.975m of preference shares and made a transfer from retained earnings fo share capial

The rovement from Broperty revaluanon reserve 1o other reserves in 2018 included HKST, 169m relating to transfer of properties fo 4 faliow
subsidhary 3z pait of the Recovery and Resaoiutron Bian as ser et in the Reporr of the Directers.

The balance at 31 Decemiber 2017 represents the HEAS 38 Available-for-safe fair vadue reserve as at 31 Decernber 2077,

I b hy

T
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MNotes on the Consolidated Financial Statements

MNotes on the Consolidated Financial Statements

1 Basis of preparation and significant accounting policies

1.1 Basis of preparation
{a) Compliance with Hong Kong Financial Reporting Standards

The conzolidatad financial statements of The Hongkong and Shanghai Banking Corperation Limited {"tha Bank’) and s zubczidia nes
{tegather the group’] have beesn prapared in accordance with Hong Kong Financial Reporting Standards {'HKFRS:') as izsued by the
Heng Kong Institute of Certified Public Accoumants {"HKICPA') and accounting principles generally accepted in Hong Kong. These
concolidated financial statementz aleo eomply with the raquirements of the Hong Kong Companies Ordinance (Cap, 622) which are
applicable 1o the preparation of the financial statements.

Standards adopted during the year ended 31 December 2019
HKFRS 16 Loases’

On 1 Januwary 2019, the group adoptad the requiraments of HKFRS 18 and recognizad lease lisbilities in relation to leases which had
previously baen clazcified az ‘oparating leasesz’ in sccordance with HKAS 17 "Leazes’. Thaza liabilities were meazurad at the prazant
value of the remaining lease payments, discounted at the lessee’s incremental borrowing rate as at 1 January 2019, The assocated nght-
of-usa ("ROU") azsats ware measurad at the amount equal to the lease liability, adjusted by the amount of any prapaid or accrued laase
paymants or provizions for onerous leasas recegniced on balance cheat at 31 Decambar 2018, In addition, the fellowing practical
expedients parmitted by the standard ware applisd:

* Reliance was placed on previcus assassments on whether leases wera enarous,

= Oparating leases with a remaining leace tarm of lezs than 12 menthz as a1 1 January 2019 were treated az cshon-term leazes; and
= |Initial direct costs ware not included in the messurement of ROU azsets for leazes previously accounted for as operating leazes.
The differances batwean HKAS 17 and HKFRS 16 are summarizad in the 1able balow,

HHAS 17 HEFRS 18

Leages ware clagificd & sither finants of Gheiating leases. Léskes afe fécognmded 83 a0 ROU astet and & oorredponding lotadity a2 the dote at whsh the

Payments made under operatng lepses were charged o Iensed psset & made mvnilnble for use Losse poyments ong nliocated bétesen the lmbility and
profit or loss on b sraighi-ling basis ower the penad of the findnce o0t The fnancd Cost 1% changed to profit or loss over the lbase teim §0 035 10
R produce & constant period rate of interest on the remaming batance of the kability. The ROU

mEgel 5 deprecintid ower the shorter of the ROU asset’s ussful scanomic Iife and the bose
1 0N & straght-ling basis
In determining kease teom, the group considers all facts and circumsiances that create an
SLOROMIC Inorhing 10 oXarcese on wEndion ophon of not aXarose & terminihon opieon dver
the planning honzon of five yems
In ganeral, it B not expecind that the discowsnt rate implicit in the lepse is svailable so the
leggea's incramentsd borrowing rate e uged. This ia the rate that the leeses would have 1o pay
f0 barrow the funds neceeaarny 1 ob@in an asset of 8 similss value in & similar economic
enviranment with similar wrms and conditions. The mirs are determined for sech sconomig
environment in which the group operates by sdjusting swap rateg with funding spreads [own
credit spresd) and cross-Currency basEs whede approprimbes
The group adoptad the requiremants of HKFRS 16 retrospactivaly, with the cumulative effect of inttially applying the standard recognised
&t an adjustment 1o the opaning balance of retained aarmings at that date. Cormparatives wars not restated. In relation to the oparating
lsases that ware under HKAS 17 ‘Lesses’, the adoption of the standard increased assets by HK39.2bn reported under ‘Property, plant and
equipmant’ and increased leaze labilities by the zama amount reportad under "Accruals and deferred income, other labilities and
provisions' with no effect on net assets or retained samings.

In addition, as a censequence of HEFRS 16, properties previously reported under ‘Prepaymaents, accrued income and other assets’ as
oparating lsases and held at cost wera reclassified to ‘Property, plant and equipment’ and measured at fair value. Tha implementation
increased "Property, plant and equipment’ by HEK$16.3bn and increased deferred 1ax liabilities by HKZ2.7bn, with the net impact taken to
the 'Propary Revaluation Reserva’.

The ovarall impact of tha abeve iz to ineraaze Proparty, plant and equipmeant” by HK325. 5bn, increaze "Ascrualz and deferrad incoma,
athear liabilties and provizions® by HK39. 2bn, increaze ‘Dafarrad tax liabilities' by HK32, 7bn, increaze ‘Property Revaluation Resarve’ by
HKE$13.5bn and decrease 'Prepayments, accrued income and other assets’ by HK$136m.

Interast Rate Banchmark Reform: Amendments to HKFRS 3 and HKAS 39 ‘Financial Instrumentz”

Amendments to HKFRS 9 and HKAS 39 iszued in Novembear 2019 medify specific hedge accounting reaquirements so that antities apply
thosa hadge aceounting requireamants assuming that the intarest rate banchmark on which the hedged cash flews and cash flows of the
hedging instrumant are based iz not altered as & result of intarest rate banchmark referm. These amendmants replace the naad for
spacilic judgements to detarming whathes cerain hadge accounting ralationships that hedge the varability of cash flowe of interest rate
risk exposures for periods after the interest rate benchmarks are expected to be reformed or replaced continue to qualify for hedge
asccounting as at 31 Decamber 2015, For example, in tha context of cach flow hadging, the amandmantz require the intaract rate
benchmark en which the hedged cash flows are based, or on which the cash flows of the hedging instrument are based, to be assumed
to be unatered over the period of the documented hedge relationzhip, while uncertainty over the interest rate banchmark reform easts,
The HKICPA iz expactad to provide further guidance on tha implication for hadge accounting during the raform procacs and after the
rafarm uncertainty is resolved,

These amendmants apply from 1 Janvary 2020 with early adeption parmitted. The group has adopted the amendmants that apply to
HEAS 35 fram 1 January 2019 and haz made the additional dizelozuras as requirad by tha amandmantz. Further infermation iz included
innote 8,
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{b} Future accounting developments
Minor amendmants 1o HKFRSs

Tha HEICPA haz publizhed a number of minor amendments to HKFRS: which are effective from 1 January 2020. The group axpacts they
will have an insignificant effect, when adepted, on the Consolidated Financial Statements.

Major new HKFRSa
HKFRS 17 ‘Insurance Contracts”

HKFRS 17 'Insurance Contracts’ was issued in January 2018 and sets out the requirements that an entity should apply in accounting for
inzurance contracts it issues and reinsurance contracts it holds. HKFRS 17 is currently effective from 1 January 2021, However, tha
HKICPA iz concidering delaying the mandatory implemeaniation date by one yeaar and may make additional changes to the standard. The
group iz in the procass of mplemeanting HEFRS 17. Industry practice and interpretatien of the standard is still develeping and there may
ba changas to it, tharafara tha likely impact of its implamantation ramains uncarain.

{c} Foreign currencies

Itame included in aach of the group’s antities are measured using the currency of the primary aconomic anvirenmant in which the antity
operates (the functional currancy’). The group’s consolidated financial statements are presented in Hong Kong dellars,

Transactions i foresgn currencies are recorded at the rate of exchange on the date of the transaction. Assets and liabilities deneminated
in foraign currancias ara translatad at the rate of exchange at the balanca chaat date axcapt non-monatany acsatec and liabilities measured
at historical cost which are translated using the rate of exchange at the initial tranzaction date. Exchange diffarences are included in
other comprehansive inceme or in the income statement dapanding on whare tha gain or loss on the underlying item is recognised.

In tha Conzelidated Financial Statemants, the aczets, liabilities and reculiz of foraign operations whose functional curreney i not Hong
Keng dollars are translated into the group's presentation currency at the reporting date. Exchange differences arizing are recognised in
other comprehensive income. On dispesal of a foreign operation, exchange differences previously recognized in other comprehensive
inceme ara raclazzified to the income statemeant.

{d} Presentation of information

Carnain disclosures required by HKFAS: have been includad in the sactionz marked az (*Audited’) in thiz Annual Report and Accounts as
follows:

* Conzolidated ncome statemeant and balance zhaet data by global businass are included in tha "Financil Review' on page B.

* Dhzclosures concerning the nature and extent of risks relating to banking and insurance activities are included in the 'Risk’ saction on
pages 20 to 43 and pages 48 to 50 ac spacified az "Audied’.

* Capital disclosures are included in the 'Capital® section on page 51 as specified az 'Audited’.

In accordance with the group’s policy to provide disclosures that help investors and other stakeholders understand the group’s
parformanca, financial position and changes to them, the infermation provided in the Risk zection and the Capital section goas beyvond
the minimum levels required by accoumting standards, statutery and regulatory requiremeants. In addition, the greup asseszes good
practice recommaendations issuad from time to time by relevant regulators and standard settars and will assass the applicability and
ralevanca of such guidance, anhancing dicclozsuras whera appropriate.

{e) Critical accounting estimates and judgemants

The praparation of financial infarmation requires the usa of actimates and judgemants about future conditions, In view of the inharant
uncertainties and the high level of subjectivity involved in the recognition or measurement of tems highlighted as the critical accounting
astimates and judgamants in nota 1.2 balow, it iz pogsible that the cutcomaes in the next financial year could diffar from those on which
managemeant’s estimates are based. This could result in materially differant astimates and judgemeants from those reached by
management for the purposes of the Consolidated Financial Statemants, Management's selection of the group’s accounting policies that
contain critical ectimates and judgements reflectz the materiality of the Rems to which the policies ara appliad and the high degres of
judgement and estimation uncertainty invalved,

{f) Segmental analysis

Tha greup’s chief operating decisien-maker iz the Executive Committes which eperates a5 a genaral management commities under the
direct authority of the Board and oparating sagmantz are reporied in &8 mannar conzictant with thae intarnal raperting providad to the
Executive Committea.

Measuramant of segmental assets, labilnies, income and expenses 15 n accordance with the group’s accounting palicies, Segmeantal
incema and axpanzas include tranzfars batwean sagmanis and theza transfers are conductad at arm’s langth. Shared costs are includad
in cegments on tha baziz of the actual recharges mada.

{g) Geing concern

The Conzaldated Financial Satements are prepared on a geing cencerm bass, as the Direstors are satisfied that the group and parent
company have the resources 1o continue in business for the forezeaabls future, In making this assescmant, the Diractors have conzidered
a wida ranga of information ralating to prezent and future conditions, including future projections of profitability, cazh flows and capital
Msources,

1.2 Summary of significant accounting policies
{a) Consolidation and related policies
|nwestments in subsidiaries

Where an entity is governed by voting rights, the group consalidates when it helds, directly or indirectly, the necessary voting rights 1o
past resolutions by the govarning bedy. In all ether cazesz, the azzezsment of contral iz more complax and requires judgemant of other
factors, including having exposure to varability of returns, power to direct relevant activities and whather power is held as agent or
prncipal,
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MNotes on the Consolidated Financial Statements

Business combinations are accounted for using the acquisition methed. The amount of nen-controlling interest iz measured ether at fair
valua or at the non-contrelling interest’s proportionate shara of the acquires’s identifiable net assets. This alection i made for sach
buzinazs com bmation.

The Bank's investments in subsidiaries are stated at cost less impairment losses.
Goodwill

Goodwill is allocated to cash-genarating units ('CGU) for the purpose of impairment testing, which is undertaken a1 the lowest level at
which geodwill iz monitored for internal managemant purposas. Impairment tasting ic performad at least annually, or whanevear thara ic
an indication of impairment, by comparnng tha recovarable amount of a CGU with itz carrying amount.

Interezts in associates

The group classifies investments in entities over which it has significant influence, and that are neither subsidanies ner joint
arrangeaments, as associstes

Inwestmants in associates are recognised using the equity method. The attributable share of the resultz and reserves of assocates are
inzluded in the consolidated financeal statements of the group baced on aither financial staterments made up to 31 December or pro-rated
amounts adjusted for any matenal transactions or évanis occurring between the date the financal statements are available and 31
Dracambar.

Investments in actociates are ascacsed at each reporing date and tested for impairment whan there iz an indication that the investmant
may be impaired. Goodwill on acquizitions of nterests in associates is nol tested separately for impairment but is assessed as part of the
carrying amaount of the investment.

Critical accounting estimates and judgements

This most significant oiticn] scoounting judgemen v and estirmates relate 10 the sxsessment of mpwirmant of Sur mvestmient sn Bank of Communcations
Co Limited [BoCom’), which involves esamations of value in use

Jued gemenis Estimates

* Management's best estimate of BoCom's eamings sre based on mansgement’s
explicit forecosts over the short 1o medium term and the capetal maintenznce
charge which ia managemant's forecest of the esrnings that need o' be withbeld in
arder for BoCom o meet regulstony requinements over the forecast penicd, both of
which ade gubgact © uncermin facoee

» Koy assumplions used in estmanng Bolom®s value in use, the sensitivity of the
valug in uge calculatong o differant sssumpbons and & saneitvicy anatyeis that
shoaws the changes in key asgumpuons that would teduce the excess of valua in
us@ over the carmyng amount {the *headroom”) to nil are descnbed in note 14

(b} Income and expenses
Operating income
Interast income and axpanse

Imtarast income and expanzae for all financial inctruments, axcluding thosa clazsified ag hald for trading or dazignatad at fair valus are
recogniced in ‘Interast incoma’ and ‘Intarest expenza’ in the income statament using the affective interast method. Howewver, Bz an
axcaption to this, interest on debt instruments ssved by the group for funding purposes that are designated under the fair value option to
raduce accounting mismatch and on darivatives managed in conjunction with those debt instruments ic included in interast axpenca,

Interast en credit impaired financial assets is recognsed using the rate of interest used to discount the future cash flows for the purpose
aof measuring the impairment loss

Nonr-intarest income and expanse

The group genaratas fee income from sarvices provided at a fixed price over tima, such as account service and card feaz, or when tha
group delivers a specific transaction at a point in time such as broking services and importfaxport services, With the exception of certain
fund managamaent and parformance fees, all other fees are generated at a fived price. Fund management and performance fees can be
variable dapanding on the cize of the customer portfolio and the group’s parformance as fund manager, Variable fees are recogniced
whan all uncartainties are resolved. Fea income iz generally earned from short tarm contracts with paymaent terms that do not include a
significant financing componant.

The group acte az principal in the majority of contractz with customers, with the axception of broking cervices. For most brokerage tradasz
the group acts as agaent in the transaction and recognizes broking income net of fees payable to other parties in the arrangemant.

The group recognises fees sarned on transaction-based arrangements at 3 point in time when we have fully provided the service 1o the
custornar. Whera tha contract requiras servicas 1o be provided ovar time, incomea is recognized on 8 systamatic basis over tha ife of the
agrasment.

Whera the group offers a package of sarvices that centains multiple non-distinct performance cbligations, such as those included in
scoount service packages, tha promized sarvices are treated as a single performance cbligation. If 8 package of sarvices containg distinct
performances cbligations, such as those including both account and insurance cervicss, the cormesponding transaction prics ic allocated
to aach parformance obligation based on tha astimated stand-alone zelling prices.

Diwvidend incoma iz recognised whaen the right to recene paymant is astablished. This i the ex-drvidend date for listed squity securities,
and usually the date whan charahalders approve the dividend for unlisted equity cecurities,

Mat incomedexpense) from financial instruments measured at fair value through profit or lozs includes the following:

* ‘Mat income from financial instruments held for trading or managed on a fair value basis’. This comprises net trading income, which
includes all gains and losses from changas in tha fair value of financial assets and financial liabilities hald for trading and cther
financial instruments managed on a fair value basiz, together with the related interast income, expanse and dividends, excluding the
affact of changes in the credit risk of Rabilities managed on a fair valua basis. It akso includes all gains and lesses from changes in the
fair value of derivatives that are managed in conjunction with financial azsetz and liabilitias measured at fair value threugh profit or
loss,
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* ‘Mot income/iexpense) frem assets and limbilitios of insurance businesses, including rafated dervatives, measured at fair value through
prafit or loss’. This includes interest incoma, interest axpanse and dividend incoma in respect of financial assats and liabilities
meaasurad at fair value through profit or loss, and those darivatives managed in conjunction with the above that can be saparataly
identifiabla from othar trading derivatives.

&= ‘Changes in fair value of decignated debt instrumants and related darivativaes’. Interest paid on dabt instruments and interast cazh
flewes on ralated darivatives ic presented in interast expansa whare deing so reducas an accounting mismateh.

* ‘'Changes in fair value of other financial instruments mandatorily measured at fair value through prafit or less’. This includes interest
on instruments that fail tha solely payments of principal and interest ("SPPI'} test. Sea (d) belows:.

Thea accounting policies for inzurance pramivm income are disclozed in note 1.2({].
{c} Valuation of financial instruments

All financial ingtrumeants ara initially recognizad at fair valua. Fair valua i tha prica that would be received to call an accet or paid 1o
transfer a liability in an orderly tranzaction batweaan market paricipants at the meazuramant date. The fair valus of a financial instrument
on initial recegnition is generally its transaction price (that iz, the fair value of the consideration grven or received). Howevar, if there iz a
differanca batwean the transaction price and the fair value of financial instrumenitzs whose fair value = based on a quoted price in an
active market of a valuation 1echnique that uses enly data from observable markets, the group recogn izes the differance as a trading galn
of loss at incaption ('a day 1 gain or losg’). In all other cazaes, the entire day 1 gain or loss i defarred and recognized in tha income
statement over the life of the fransaction until the transaction matures, i closed out, the valuation inputs become obsarvable or the
group enters into an offselting transaction

Tha fair value of financial instruments is genarally measured on an individual basiz. However, in cases whers the group managas a group
of financial agsats and liabilities according to its net market or credit rick exposure, the fair value of the group of financial instruments is
maeasurad on & nat basiz but the underlying financial azzets and labilities are prazentad saparately in the Conszolidatad Financial
Staternants, unless they saticfy the HKFRSs offsetting critena.

Critical accounting estimatés and judgements

The majoridy of wolustion lechniques employ only observebls market dats. However, cartain financial ingtrumen's we classified on the bosis of valuston
echniques that faamwre ana or more significant market inputs that are unobsarvable, and for them, the messurement of fair valus B more judgamentsl
Jisdgermvents Esdasnies
* An ingtrumant in it enorety @ cissaified e valued using significant unobaanvable  »  Detmsds on the group's level 3 financial metuments are 8ot out in
inputs i, in the opinion of management, a signifecant proportion of the noe 34
IRBITMENT'S incepoon profit or greater than 55 of the instrument's valuation @
driven by wuncbeervable inputs
# ‘Unobasrvable’ in this context meaang that there s nks of no cufent market data
avastabla from which o detsrmine the prce atwhech an arm®s langth TERERC oM
would be lskely 1 occur 1T generally does not mean that there 5 no dat . aailabis
Bt 8l upon which o bass a determinasen of teir value [congensug prcag dam
may. for exampls, be seed]

{d) Financial instruments measured at amortised cost

Financial azsats that are hald to collact tha contractual cach flows and which centain contractual tarms that give rice on cpacified dates
to cazh flows that are solely paymants of principal and interast are measured at amorntized cost. Such financial assets include, most loans
and advances to banks and customers and come dabt securities, In addition, most financial liabilitiez are meazured at amorticed cost,
The group accounts for regular way amortised cost financial instruments uzing trade date accounting, The carrying value of theze
financial aszsats at initial recognition includes any directly attnbutable transactions costs. If the initial fair value iz lower than the cash
amount advanced, such as in the case of some leveraged finance and syndicated lending actvities, the differance is deferred and
recognised over the life of the loan through the recognition of interest incema,

The group may commit te underwriting leans on fixed contractual tarms for specified perieds of time. When the loan arizing from the
landing commitmeant iz axpacted 1o be hald for trading, the commitment 1o lend ic recorded az a derivative. When the group imtends te
hold the lean, the lsan commitment 5 included in the impairmeant caloulations set out below,

Men-trading reverse repurchase, repurchase and similar agreements

When debt securities are zold subject to a commitmant te repurchase them at a predetermined price (repos’), they remain on the
balance sheat and a Rability is ecorded in raspect of the consideration recaived. Securities purchazad under commitments to razall
{‘reverse repos’) are not recognised on the balance sheet and an asset is recorded in respect of the initial consderation paid. Non-trading
rapos and reverse repoc are measured at amornized cost. The difference batween the zale and repurchasza prica or betwaeen the purchasze
and razale price i treatad ac intarest and recognicad in net interest income over tha life of the agraamant.

Caontracts that are aconomically eaquivalant to revarse repe or rapo agreemaenis (euch as sales or purchases of debi securities enterad into
togeather with total return swaps with the same countarparty) are accounted for similarly te, and presentad togathar with, revarse repo or
rapo agraamants.

{e} Financial aszets measured at fair value through other comprehenzive income ('FWOCI')

Financial azeate held for & businass modael that iz achisved by both collecting contractual cach flowe and salling and which contain
contractual terms that give nse on specified dates to cash flows that are solely payments of principal and interest are measured at FWOCI,
Thaza comprice primarily dabt sacurities. Thay are recognised on the trade date whan tha group enters inte contractual arrangamants to
purchaze and are normally derecegnized when they are either sold or redesmed. They are subsequently remeasured a1 fair value and
changes therein (except for those relating to impairment, interest income and foreign currency exchange gains and losses) are
racognized in other comprehanziva income until the assets ara sold. Upon disposal, the curnulative gains or locses in cthar
comprehensive income are recognised in the income statement as ‘Gains less losses from financial instruments’, Financial assets
measured at FWOCH are included in the impairment calzulations set cut below and impairment iz recognised in profit or loss
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MNotes on the Consolidated Financial Statements

{f) Equity securities measured at fair value with fair value movements presented in OCI

The equity sacurities for which fair value movements are shown in OCl are business facilitation and other similar investments whare the
greup holds the mvestments ather than to generate a capllal return, Gaing of lesses on the derecogn tien of these equity secunties are
not transferred to profit or less. Dividend income is recognized in prefit or loss.

{g} Finangial instruments designated at fair value through profit or loss

Fimancial instrurments, other than those held for trading. are classified in this category if they maat one or more of the criteria st out
balows and are so designated irrevocably at inception:

& the use of the designation removes or significantly reduces an accounting mismatch;

& when a group of inancial assets and labilities of & group of fmancmal abdlities iz managed and ns parformance is evaluated on a fair
value basic, in accordance with a documantad rick management or investment stratagy; and

= where the financial liability conainz one or more non-clozely related embedded derivatives,

Dezignated financial assets are recognised when the group enters into contracts with counterpartias, which is ganerally on trade date,
and are normally derecognised when the rights to the cash flows expire or are transfarred.

Dasignatad financial liabilitias are recognized when tha group enters into contracts with countarparties, which is ganarally on sattlamant
date, and are normally derecegniced whan extinguished, Subsaquent changes in fair values ara recognised in the income statement in
'Met income from financial instruments held for trading or managed on a fair value bazis” or 'Nat incomallexpense} from assets and
lmbilities of insurance busineszes, including relatad darivatives, measured at fair value through profit or loss' except for the affect of
changes in the liabilities’ credit sk which iz presented in OCI, unless that treatment would create or enlarge an accounting mismatch in
profit or locs.

Under the abova critarion, the main classes of financial instruments designated by the group are:
* Dabt instruments for funding purpozes that ara dezignated 1o reduca an accounting mismatch,

The intarest andlor foreign exchange axposure an certain fived rate dabt securities izsuad has been matched with the interest andfor
foraign exchange axposura on certain swaps as part of a documented risk managament strategy.

* Financial assets and financial liabikties undar unit-linked and non-linked invesiment contracts.

A contract under which the group does not accept significant insuranca risk from another party iz not classified as an msurance contract,
athar than investment contracts with dizcretionary participatien festures {'DPF'), but is accounted for 82 a financial lmbility, Customer

lm bilities under linked and certain non-linked investment contracts issued by insurance subsidianes are determined based on the fair
valua of the azzatz held in the linked funde. If ne fair value designation was madea for the related azzets, at least zome of the assets weuld
athenvise be measured at either fair value through cther comprehensive income or amortised cost. The related financial assets and
liabilitiez are managad and reponed to managemeant on & fair value baziz. Decignation at fair value of the financial azcetz and ralatad
labilitias allowss changes in fair values te ba recorded in the incomea statement and precented in the same lina,

+  Financial labilities which comain both deposit and dervative components: Thase financial habilities are managed and their
parforrmance avaluatad on & fair value basis.

{h} Derivatives

Darivatives are financil instrumants that dariva thair value from the price of underlying femz such as equities, intarast rates or cther
indices. Dervatives are recognised initially and are subsequently measured at fair value, with changes in fair value generally recorded in
the incoma statement, Derivatives are classified as assets whan their fair valus iz pesitive or as lmbities when their fair value is negative,
Thiz includes ambaddad darivatives in financial habilitiaz which are bifurcatad from the heot contraet whan thay rmaat the dafinition of 8
dervative on a stand-alone basis.

Whara the dernvatives are managed with debt securities issued by the group that are designated at fair value, the confractual interest is
shown in “Intarect axpanse’ togethar with the interazst payable on the igzued dabt.

Hadge accounting

When dervatives ara hald for rick management purposes, they are designated in hadgae accounting ralationships whare the required
criteria for documentation and hedge effectiveness are met. Tha group enters into fair value hedges, cach flow hedges or hedges of nat
invastments in foreign operations a< appropriate to the risk being hadged.

Fair vaiue hedge

Fair valua hedge accounting does not change the recording of gainz and lesses on derivatives and cther hedging instruments, but resulis
in recognising changes inthe fair value of the hedged assets or labilities attributable to the hedged risk that would net stherwize be
recognized in the incoma statemeant. If a hedge relationzhip no longer meats the critenia for hedge sccounting, hedge accounting iz
discontinued; the cumulative adjustment to the carrying amount of the hadged item ic amorized 1o the incoma ctatameant on &
racalculated effective interest rate, unless the hedged tem has been derecognised, in which case it is recogniszed in the incoma
statamant immediataly.

Cazh Mow hedge

The affective portion of gains and lostas on hadging instrumants is recogniced in cther comprahanziva incoma; tha mafectiva ponicn

of tha change in fair value of derivative hedging instrumants that are part of a cash flow hedge relatienzhip is recognized immadiataly

in the incomea statament within ‘Net incoma from financial instrumeants hald for trading or managed on a fair value basie’. The
accumulated gains and losses recognised in other comprehensive income are reclassified 1o the income statement in the same perieds in
which the hedged itern affectz profit or lozs. In hedges of forecast transactions that result in recognitien of 8 nen-financial aszet or

lra bility, previous gains and losses recegnised in other comprehensive income are included in the initial measuremant of the asset or
lmkality, When a hedge relationship s discontinued, or partially discontinued, any cumulative gain or lgss recegnised in ether
comprahanzive incomea ramaing in aquity until tha forecast trancaction iz recognicaed in the incoma statemant. When a forecast
tranzaction is no longer sxpected to occur, the cumulative gain or logs pravicusly recognised in other comprehansive incomae is
immediately reclassified to the incoma statemeant.
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Darnivatives that do not gualify for hedge accounting

Men-qualifying hedge: are derivatives antered into as aconomic hedges of azseis and labilities for which hadge accounting was not
appliad

{i}  Impairment of ameortized cost and FYOCI financial assets

Expectad credit losses ('ECL') are recognized for koans and advances to banks and customars, non-trading reverse repurchase
agreemants, other financial assets hald at amertised cost, debt instruments measured at FVOCIH, and certain lean commitments and
hinancial guarantes contracts, At initisl recognition, allowance (or prenasion in the cage of soma loan commitmants and financial
guaranteas) is raquired for ECL resulting from default events that are possible within the next 12 months (or less, where the remaining life
iz lazz than 12 months) ("12-month ECL'). In the evant of a cignificant increasa in cradit rick, allowanca (er provigion) i required for ECL
resulting from all possible default events over the expected life of the financial instrument (‘lifetime ECL"). Financil assets whare 12-
rmonth ECL iz racognized are conzidared 1o ba ‘stage 1°; financial azcets that are conciderad to have axperiancad a significant increase in
cradit rick ara in "stage 2'; and financial azzats for which thare iz objective evidence of impairment o are considerad 1o ba in dafault or
otherwise cradit-impaired are in ‘stage 3'. Purchased or originated cradit-impaired financial aszets ('POGCI') are treated differently as set
oul balaw.

Credit-impaired (stage 3)

The greup detarmines that a financial instrurment ic cradit-impaired and in ctage 3 by conzidering relevant objective evidenca, primarily
whathar:

* contractual paymants of either principal or interast are past dus for more than 90 days;

* thera are other indications that the borrower is unlikely to pay such as when a concession has been grantad to the bormower for
aconomic of lagal reasans ralating to the boarrawear's financial condition; and

& the loan iz atherwise considered 1o be in default.

I zuch unlikeliness te pay s not ientifiad at an earliar Sage, it iz deemed to occur whan an axposure iz 50 days past dus, avan where
ragulateny rulas parmit default to be defined based on 1280 days past due. Tharefore, the definitions of credit-impaired and default ara
aligned as far as pocsible $o that stage 3 reprasents all loans that are considerad dafaulted or otharwise credit-impained,

Imtarast incomea iz recegnizad by applying the affactive intarast rate to the amorized sost amount, L8, gress carnying amaount lasse ECL
allowance.

Write-off

Financial assets (and the related impairment allowances) are nermally written off, aither partimlly or in full, when thare iz no realistic
precpact of racovery, Where leans are sacured, thiz ic ganarally after reeaipt of any proceads from the realization of security. In
circumstancas whara the nat realisable value of any collateral has bean determined and thera iz no reasonable expactation of further
racovary, write=off may bae earlier,

Renegotation

Laans are idantifiad az renagotiated and clacsified ac cradit-impaired whan wa modify the contractual payment terms due to cignificant
cradit distrese of the borrewer. Renegotiated loans ramain clacsified az cradit-impaired until thara iz sufficiant svidence 1o demoncirate a
significant reduction in the risk of non-payment of future cash flowss and retain tha designation of renagotiated until maturity or
darecognition,

A loan that iz renagotiated ic darecegnized if the axicling agreemant iz cancalled and a naw agreameant iz mada on substantially differant
tarms or if the tarms of an sxsting agreamant are medified such that the renegotiated kan is a substantially different financeal
instrument. Any new loans that ance fallowing derscagnition events in theze circumstancas are considarad to ba POC] and will eontinua
to be dizclosed as renegotiated leans.

Cther than originated credit-impaired loans, all othar medified loans could be transferred out of stage 3 if they na lenger exhibit any
avidanca of baing credit-impaired and, in the cace of renagotiated loans, there i sufficient evidence te demonstrate a significant
reduction in the risk of non-paymant of future cash flows, over tha mmimum cbservation period, and there are no other indicators of
impairment, These koans could be transfarred to stage 1 or 2 based on the mechanizm as describead below by comparing the rsk of a
dafault eccurfing at the reporting date (baced on the modifiad contractual tarme) and the rick of a dafaul occurring at initial recognition
{bazed on the eriginal, unmeodified centractual tarms}. Any amount written off az a result of the modification of contractual terms would
not ba reversed.

Lean modificatons that are not credit-impaired

Laan medifications that are not identified ac renegotiated are conciderad to be commercial rastructuring. Where a commarcial
rastructuring rezults in a modification (whether lagaliced through an ameandmeant 1o the existing terms or the issuance of a new loan
contract) such that tha group's rights to the cazh flows under tha original contract have axpired, the old loan iz derecegniced and tha
new loan i recognised at fair value. The rights to cash flows are generally considered 1o have expired if the commercial restructure is at
market rates and no payment-ralated concession has been provided.

Significant increasa in cradit risk (stage 2)

An aszescmant of whathar cradit rick has increazed significantly since initial recognition is parformed at each raporting pariod by
considaring tha change in the rizk of defaul cecurring ower the remaining lifa of the financial instrumeant. The assessment axplicitly or
impligitly compares the rsk of default cocurning at the reporting date compared with that at initial recognition, taking into account
reazonable and suppornable information, including information about past avents, currant conditions and future economic conditions. The
assazcment is unbisced, probability-weighted, and to the axtant relavant, uzsas forward-lecking informaticon concistent with that used in
the measurement of ECL. The analysis of credit nsk is multifactor. The determination of whether a specific factor is relevant and its
waight comparad with athar factors depends on tha type of produet, the characteristics of the financial instrument and the borrewear, and
the geagraphical ragion, Therafare, # iz not possible to provide a single sat of erftera that will detarmine what i conzidarad 1o be a
significant increasa in credit nsk and these criteria will diffar for different types of lending, particularly betwean ratail and wholasale.
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MNotes on the Consolidated Financial Statements

Hewever, unksss identified at an sarlior stage, all financil assets are deemed to have suffered a significant increase in credit risk whan
20 days past due. In addition, whaolesale loans that ara individually asceszed, typically corporate and commearcial customers, and
inzluded on a wateh or warry list are included in stage 2,

Fer wholesale portfelios, the quantitative comparnizon assesses default risk using a lifetime probability of default (PO} which
ancompacses a wide range of information ineluding tha obliger's customer rizk rating ('CRR'), macresconemic cendition forecasis and
cradil trancition probabilities, For origination CRRz up 10 3.3, cignificant increace in credit rick ic meazurad by comparing the average PD
for the remaining term estimated at origination with the equivalent estimation at the reporting date. The quantitative measure of
significanca varies depanding on the eradit quality at origination ac followes:

Driginmtion CRA Skgnificance trigger - PD 1o Increase by
01=12 15bps
2133 Hbps

Fer CRRz greatar than 3.3 that are not impaired, a significant increase in cradit rick i conzidared 1o have occurred whaen the origination
PO has doubled. The significance of changes i PD was informed by expert credit nsk judgement, referenced to historical credit
migrations and to relative changes in external market rates,

For lcans eriginatad pricr te the implemantation of HKFRS 8, the origination PD does not include adjustments to reflact expactations of
future macroeconomic conditions since these are not available without the use of hindsight, In the absence of this data, erigination FD
rmust be approximated aszuming through-the-cycla {("TTC') PDs and TTC migration prebabilities, consistant with the instrument's
undarlying medslling approach and the CRR a1 origination. For thaze loans, the quantitative comparizon iz supplemeanted with additicnal
CRR detericration basad thresholds az set out in the table balow:

Additianal s galficancs criterls - Mimber of CRA grada rotches detorioration

dirigination CRA required to dentity na significant credit deterioration (stage ) {= or equal o)
(1] 5 noches

1.1-4.2 4 AoEhes

& 3-51 3 noiches

52-11 2 nowhes

Ta-5E 1 noich

B3 (nowch

Further information about the 23-grade scale used for CRR can be found on page 23

For cartain portiolios of debt securities whare axtarnal market ratings are available and credit ratings are not used in cradit risk
managamant, the debt securities will ba in stage 2 if their cradit rick increaces 1o the extent they are no longer considared investmant
grade. Invastmeant grade is whare the financial instrument has a low risk of incurring losses, the structure has a strong capacity to maet
itz contractual cash flow obligations in the near termn and adwarca changesz in economic and buziness conditions in the longar tarm may,
but will not naceszarily, reduce the ability of the borrower to fulfil their contractual cash flow obligations,

For ratail pertfolios, default rigk iz assessed using a reporting date 12-month PD derived from credit scores which incorporates all
available infarmation about the customar. This PD is adjusted for the effect of macroeconomic ferecasts for periods longer than 12
months and iz considared 1o be a raasonable appracamation of a lifatime PD meazure, Retail exposuras are first sagmentad inte
hemoganasus portfolics, genarally by country, product and brand. Within sach portfolio, the stage 2 accounts are defined as accounts
with an adjusted 12-month PD greatar than the avarage 12-month PD of leans in that portfelio 12 monthe before they becoma 30 days
past due, The expert credn risk judgement is that no prior increase in credi rsk = significant, This portfolio-specific threshold identifies
leans with a PD highar than would ba axpacted from loanc that are parforming az eriginally expacted and highar than what would have
bean accaptabla at engination. It therafore approximates a comparizen of origination to reporting date PDs.

Unimpaired and without significant increase in credit risk - (stage 1)

ECL resulting from default events that are possible within the next 12 months {'12-meonth ECL') are recognized for financial instrumants
that ramain in stage 1.

Furchased or onginated credit-impaired ("POCI")

Fimancial azzets that are purchased or criginated at & desp discount that reflacic the incurred credit lozses are considered to ba POCI.
Thiz population includes the recognition of & new financial instrument following & renagotiation where concaszions have bean grantad for
sconomic of contractual reasons relating to the borrower’s financial difficulty that atherwise would not have been considered. The
armount of change-in-lifatime ECL iz recognized in prefit or lozs until the POC! iz deracogniced, avan if tha lifetima ECL are lazz than the
armount of ECL included in tha estimated cazh flows on initial recognition.

Movement between stages

Financia | asse15 can be transferred between the different categones (other than POCI) depanding on thesr relative increase in cradi risk
since inital recognition, Financal instruments are transferred out of stage 2 if their credit nzk i= ne lenger considered to be significantly
increazad cince initial recegnition baced on the aszasemants described above, Excapt for renegotiatad loans, financial instruments are
transferrad out of stage 3 when they no longer axhibit any evidence of credit impairment as described above. Renegotiated loans that are
not POCT will continua 1o be in stage 3 until there iz sufficient avidence 1o demonstrate a significant reduction in the risk of non-paymant
of future cach flows, observed over & minimum one-year penod and there ara no other indicators of impairmant, For loans that ane
assessad for im pairmant on a portfolio basis, the evidenca typically comprizes a history of payment parformance against the criginal or
ravised tarms, as appropriate 1o the circumstances. For loans that are assacsed for impairmant on an individual baszis, all availabla
evidence is assessed on a case-by-case basis.

Measurement of ECL

The assessment of credit risk, and the estimation of ECL, are unbiased and probability-weighted, and incorporate all available information
that iz ralevant to the assazzment including information about past evants, current cenditionz and reazonabla and supportebls forecasts
of future events and economic conditions a1 the reporting date, In addition, the estimation of ECL should take into account the time value
of money.

72 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015

257/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

In general, the group calculates ECL vsing three main components, a prebability of default, a koss given defauk ('LGD") and the axposure
at dafault EAD')

Tha 12-month ECL iz calculatad by multiplying tha 12-menth PD, LGD and EAD. Lifatirma ECL iz caleulatad uzing the lifetima PD inctaad.
The 12-menth and lifetime PDs represent the probability of default occurring ovar the next 12 months and the remaining maturity of the
instrumant razpactivaby.

Tha EAD repracants the expactad balance at default, taking inte account the repaymaent of principal and interest from the balanca sheat
date to the default evant together with any expected drawdewnz of committed facilities. The LGD represents expected losses on the EAD
givan the avent of default, taking into account, among cthar attributes, the mitigating effect of collateral value at the time it iz expectad
to ba realized and the time valua of money.

The group leverages the Baczel |l IRE framawaork wherae pocsible, with racalibration 1o meat the differing HKFRS 9 requirements as sat out
in the fellowing tabla:

Moguintiry capital HKFRS 8

Through the cycle jrepregents long-run sverage PO throughoute # Point in tme (based on curment condisons, adjusted 1 mke ino

PO full economic cycha) sccountsstimates of future conditions thot will mpsct PO}
» The dafinmon of default includes a backewp of 80+ days peat * Default backswop of B0 deyve past dwe 00 88 portiobos
due
EAD = Cannot be lower than current balance = Amortisabon captuned for term products
= Dowentuin LGD [consistint Iokses expecied to be sulfsred = Expected LGD [bhsad on estmate of kKss grren default ncluding
during & severs but plausitle economic downturn) the expected impoct of futere economic conditions such as
LGO = Reguintary floces miy apply to mitigaie sk of underestmating chinges in valus of collatenal]
dowentumn LGD doe o leck of histoncal data = Mo floors
» Discounted using cost of copital » Discounted using the ongenal effectve interest rate of the kban
= Al collecton costs included = Dnlhy costs sssocinted with obtainingfeslling collatérsl included
Cither o [Discounted back from point of default o batin or sheet dats

Whils 12-month PDz are re-calibrated from Basel modals where possible, tha lifetime PDs are determined by projecting the 12-month PD
uging a tarm structure. For tha whelazale methedalogy, the lifatime PD also takes into account cradit migration, i.e. a custormer migrating
through the CRR bands over its life

Tha ECL for wholezals stage 3 ic datermined on an individual baziz using a dizcounted cazh flow 'DCF’) mathodalogy. The axpastad
future cash flows are based on the credit sk officer's estimates as at the reporting date, reflecting reazonable and supportable
aszumptions and projections of future recoverias and expected future recaiptz of interest, Collataral iz taken inta sccount if it is ikaly that
tha recovary of the cutstanding amount will include realisation of collateral based on the estimated fair value of collateral at tha tima of
axpactad realisation, lesz costzs for obtaining and zalling the collateral. The cazh flows are dizcounted at a reazonable approximation of
the original effective interest rate. For significant cases, cash flows under four different scenarios are probability-weighted by reference to
tha scenomic scenarios appliad more ganarally by the group and the judgemant of tha credit risk afficer in relation to the likelihood of the
warkaut strategy cucceading or recaivarchip baing raquired. For lazz significant cazee, the effect of diffarant ecenomic ceanarios and
work-gut strategies is approximated and applied as an adjustment 1o the most likely cutcoma.

Period over which ECL is meazured

Expected crodit loss i measured from the intal recognition of the financial asset. The maximum paried considersd when measuring ECL
{ba it 12-manth or lifatime ECL) ic the maximum contractual pariod evar which the group ic expoced to credit rick. Fer wholazala
overdrafte, credit rick managament actions ara taken no lecs frequantly than on an annual basic and therafore this pariod s 1o the
axpacied date of the next substantive credit review. The date of the substantive credit review also represents the nitial recognition of the
new facility. However, where the financial instrument includes both a drawn and undrawn commitment and the centraciual ability 1o
demand repaymant and cancel the undrawn commitment does not sarve 10 limit the group’s exposure 1o gredit risk 1o the contractual
nodica period, the centractual perncd doaz not detarmina the maximum penicd considared. Instead, ECL i measurad ovar the pariod the
group ramains axposed 1o credit sk that is net mitigated by cradit risk management actions. This applies 1o retail everdrafts and credn
cards, whara tha pariod iz the avaeraga time taken for stage 2 axpozsures 1o default or cloze az parforming accounts, detarmined on a
portfolio basic and ranging from batween two and six years. In addition, for these facilities it iz not pocszible to identify the ECL on tha
loan commitmant component separately from the financial asset componant. Az a result, the total ECL = recognized in the loss
allewance for the financial aszet unless the total ECL axcaeds the groce earrying amount of the financial aszet, in which casa the ECL i
recognised as a provision.

Fonsvard-looking economic inputs

The greup appliaz multiple forward-locking global sconamic scenarics datarmined with refarence 1o external forecaszt distributions
rapresentative of our view of forecast sconomic conditions. Thiz approach is considered sufficient to calculate unbiased axpected loss in
most saconomic anvirenments. [n cartain economic anvironments, additional analysic may be necessary and may result in additional
soenanos or adjustments, 16 refle<t a rangs of poszible aconomic sutcomes sufficient for an unbiaszed estimate. Tha detailed
mathodelogy ic disclosed in "Measuramant uncartainty and sensitivity analyziz of ECL astimates’ on page 27.

Critical accounting estimates and judgements

ang aeh out Dekow

JisilgerTeenTs Estmates
» Definng what ig considersd 10 be B sgnificantincresss i credit rigk » The pectons marked a3 audited on pages 27 o 30,
& Dstermiming the Lifstme and point of indal recogrinon of owerdeafits and credit cards “Mesgurement uncerminty and sengitivity anahysis of

ECL esnmates” =1 0ut the aESumplions ugad in

e P hich h I
= Selecting and colibiating the PO, LGD and EAD models, which support the calculstions, determaning ECL and prowdes an indicatian of the

Lnﬂ:éufi.;;:fm:;lg:g::gz:ﬁ;ﬁ:ﬂ sppormble jedgemants about how models resct 10 curnent SRk AL ot i el o Bk B ORDR SF I,
wiightings being appied to differen teconomic
= Selecting model inputs and econcmic forecasts, mcluding determining whather sufficient SESUMDTONS
and spproprnately weighted economic forecasis are incorpodaed 1o calcubate uniiased
axpecied loss
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MNotes on the Consolidated Financial Statements

{i} Insurance contracts

A contract it classified as an insurance contract where the group accapts significant insurance rsk from another party by agresing 1o
compansate that pary on the sccurréncs of a spacified uncertain fulure svent, An Insurance contract may aleo transfer financial risk, but
iz accountad for as an insurance contract if the insurance rizk is significent. In addition, the group issues investment contracts with
discrationary participation festures ('DPF') which are also sccounted for as insurance contracts as requirad by HKFRS 4 ‘Inzurance
Contracts”

Met insurance preamium income

Pramiums for lifa ingurance contracis are accountad for when receivable, excapt in unit-linked insurance contracts whare premiums are
sccountad for whan liabilities are astabliched.

Reinzurance pramiums ara accounted for in the same accounting pericd as tha pramiums for the direct insuranca contracis 1o which thay
ralata.

Mat insurance claims and benefits paid and movements in liabilities to policyholders

Gross insurance claims for ife insurance contracts reflect the total cost of claims ansing during the year, including claim handling costs
and any policyholder benuzes allocated in anticipation of a bonus declaration,

Maturity claime ara racognized whan due for payment. Surrendars are recogniced when paid or at an earliar date on which, following
netification, the policy ceases to be included within the calculation of the related insurance liabilities. Death claims are recognised when
notified.

Reinsurance recoveres are accounted for in the cama period as the ralated claim,
Liakilitias under ingurance contracts

Liabilities under non-linked lifa inzurance contracte ara caleulated by aach lifa meurance aparation based on loeal actuarial principles.
Liabilitias under wnit-linked life insurance contracts are at least equivalent to the surrender or transfar value, which iz caloulated by
raferance to the value of the relavant undarlying funds or indices.

Future profit participation on insurance contracts with DPF

Whera contracts provide discreticnary profit participation benafits to policyholders, liabilities for these contracts include provisions for the
future discretionary benefits to pelicyholders, These provisions reflect the actual parformance of the investment porifolio to date and
rmanagemant’s expectation of the fulure parformance of the assets backing thae contracts, az wall as cther axpanence factors such as
rmortality, lapses and oparational efficiancy, whera appropriata. The banafits to policyholders may be detarmined by the contractual
terms, regulation, ar past distribution palicy,

Investment contracts with DPF

Whila invastmant contracts with DPF are financial instruments, they continue to be treated as insurance conracls at required by

HKFRS 4. The group therefore recognises the pramiums for these contraciz az ravenue and recognises as an expansa the resulting
increases in the carrying amaount of the lability,

In the caca of net unrealized invesimeant gains on thece contracts, whose discretionary banafitz principally reflect the actual parformance
of tha invastment portfclio, the corresponding increase in the liabilities is recognized in aither the income statemant or othar
comprahansive inceme, fallowing the treatment of the unrealized gains on the ralevant asses. In the case of net unrealized loszes, a
deferrad participating asset i récognised only 10 the extent that its recoverability iz highly probable. Movaments in the liabiltes ansing
from realized gains and lozses on relavamt ascets are recognizad in the income statemant.

Praszent valua of in-force long-term insurance business

The group recegnises the value placed on insurance contracts and investmant contracts with DPF, which are classified as leng-tarm and
in-force at the balance sheet date, as an asset. The FVIF asset is presented gross of attributable tax in the balance sheet and movements
in tha PVIF aszat ara included in "Other oparating incoma’ on & gross of tax baziz.

Critcal accounting estmates and judgements

The valuenon of e PVIF & dependent on economc SSAUMpBonS {89 fulure Investmant retuing) and non-conomic SEumpuons [&.g reated o
polyholder behsveour of demographics

#  Tha PIF assst repreasnts the value of the Uiy holdara’ mterest in the BELING IRELANCE +  The sssumpnons afe rensgedzad a1 esch B BT Eangy
companes’ profits expacted DO @MY {rom thege conwects wWritten i the balance aheet date gnd changes in the estimaes which affactthe
date It @ determemned by dscounnng thoss exipectad futung paohite Using Bppno RS vl of PVIF are raflected in e income sERbament
BIAUMPNONE 5 BSSSE8NG factors such a8 fulure m armhity, Bpas rates and levels of expanges, More mformenon @ ncledead in nos 15

and a sk dEcount e that reflects the risk premium attibu sble o the respective
contracte. The PVIF mcorposates allowances fior both non-markst nak and the value of
financisl ophions and guarantses

{k} Property
Land and buildings

Land and buildings hald for own use are carmied at their revalued amount, baing the fair value at the date of the revaluation less any
subsequent aceurmulated depraciation and impairment leczas.

Revaluations ara parformed by profecsional qualified valuers, on a markat basiz, with sufficiant regularity 10 ansure that the net carrying
amount doas not differ matarially from the fair value, Surpluses arising on revaluation are credited firstly 10 the income statement, to the
extant of any deficits arising on revaluation praviously charged to the income statement in rezpect of the zame land and buildingz, and
are thereafier taken 1o the ‘Property revaluation reserve’. Deficis ansing on revaluation are first set off against any previous revaluation
surpluses included in the Proparty revaluation reserve’ in respect of the same land and buikdings, and are thereafter recognised in the
incoma statamant.

Laazahald land and buildings ara depraciated cvar the chortar of the unexpirad tarms of the lease: orf tha remaining useful lvas.
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Tha Government of Heng Keng owns all the land in Hong Kang and permits its use under leasehold arrangemaents. Similar a rrangements
axist in mainkand China. The group accounts for its interasts in own usae leasehold land and land uze rights in accordance with HKFRS 168
but dizcloses these as owned azcets whan the right of uze are considerad sufficient 1o constitute contral.

Investment properties

The greup holds cartain proparties 8z investmenis to earn rentals or for capial appreciation, or both, and theos investmant properies are
included on balance sheat at fair value with changes in fair value baing recognized in the incoma statamant.

{l} Employes compencation and benefits

Post-employment benefit plans

The group operates a number of pansion schemes including defined benefit and defined contribution, and post-amployment benefit
schemas.

Paymants to dafined contribution schames ara charged ac an expanca as the amployass render carvica.

Defined banaft pencion obligations ara calculated using the projected unit credit method. The net charge to the income statament mainhy
com prizes the zarvice cost and the nat interest on the net defined benafit asset or liability, and is precented in operating expensas.

Remsasuremenis of the net defined beanefit assel or lability, which comprize actuarial gains and kesses, return on plan assets excluding
interact and tha affect of the aszat cailing {if any, excluding interact), are recognised immediataly in cther comprehanziva income. The nat
daefined banafit azset or lmbility represents the prezent valus of defined bensfit cbligations reduced by the fair value of plan assets, after
applying the assat ceiling tast, whara tha net defined banefit surplus iz limited to the prasent value of available refunds and reductions in
futura contributions to the plan

{m) Tax

Insama tax comprices currant tax and daferred tax Income tax iz recognicad in the income ctatemant axcapt 1o tha axtant that it ralates
to items recognisaed in other comprehansive incoma or directly in equity, in which case the tax i recognised in the same statament as the
ralated itam appeaars,

Currant tax iz the tax axpacted to be payable on the taxable profit for the year and on any adjustmeant to 1ax payabla in razpect of
previous years. The group provides for potential current tax lmbilities that may arise on the basis of the amounts expected to be paid 1o
tha tax authoritias,

Daferred tax iz recognized on tamporary differances batween the carrying amounts of assets and liabilitees in the balance sheet, and the
amounts attributed 1o such assets and labilites for tax purposes. Deferred tax is calculated using the tax rates expested 1o apply n the
pariods in which the assets will ba realized or the liabilities settled.

Currant and defarred tax are calculated based on tax rates and laws enacted, or substantively enacted, by the balance cheet date,
{n} Provisions, contingent liabilities and guarantees
Prowvizions

Provizions are recognised when it iz probable that an cutflow of sconomic beanefitz will be required to settle a present legal or
constructiva chligation that has arizen as a result of past evente and for which a ralable estimate can ba made,

Critical accounting estimates and judgements
-TPT_E‘ IE‘GD'E;\EII.ZIH ;&.E'BS-S-UF‘.‘;I;M;D-I' DTWDHIHJI'IH- I'BIZII]H'E'.H '&-1!‘ gru:-?p ] ﬂ'-_Bk.l!‘ E_I'II..‘-N.I.I;':"T E‘; jl]&g‘.‘;eﬂm. BSB?I'IIP-UEIﬂB an'a'eﬁ-rrréfes T-ﬁ;!'_ﬂ'l{:lslli S;g.ﬂTf-ll;‘-;ﬂ;ZﬂfE“
Salout below

Jipdigerments Eatirmates

L DE‘TE'TI'I'I-II"III"‘Q whathar & present obligabon exsis Profesanonal *  Provgions for begel proceedings and regulatody Maners (amain very 82 naine 1o
adyice i3 mkan on tha ass=ssment of lingston, propery the sasumpoons ussd i the eauma®e There could be 3 wider ARG of poesible
[enelud ing ofehous SoATYRCE) and &imisd obligatodns outthmes fod Ay pending legal procesdings, IMARBERNONE OF HGuilies. AR &

» Provisions for kgnl procesdings nnd reguintony muters typically raault, it t8 often not pracncable o guantify a range of possible outcomes for
requite & higher degres of udgement than other types of indnnidual metters. 1t atso not practcable o meanlngiulhr Qlﬁﬂ"'"f'f ranges of
provmions. When mattera are af an aarly 8wmae, soCOUnURg peOTEnta OulcOmes in BEEregas for thess Types of provisiona because of the
judgements can be difficult becauss of the high degres of diverss nsture snd cwcums mnoes of Buch maters and the wids megs of
BNty sssocimted with determining whether a prasent uncarmnties invohad
obligaton enss, and agumanng the probabihny and amount of *  Provisions fof Customen remedaatnon algo require gignifcant kevals of eanmamin
any oulfiows that may biske, A Mathens piogiéss, Managsment The amdaunts of provigsons redogniked depend on & number of dilfferent
and |EQ$| advears avaluas on an [ feinyle ] basa whether BEE0m prone, guch ag the valume of inbound complamis, the phﬁ;&t[&d pariod of
proveamng shoudd De recognsed, rEviding prévious eanmales &= inbound complaint volumes, the decey rate of complant volumes, the
BppiOgKiatE. AL mone sdvanced sTages, it 8 iypically sagesr 1o poputaton s iantified 8 sysremcally mg-20id and the number of polices per
maks eslmaTes around & bemer defned 2t of poassble Cugtmes Complaint

DUICDmes
Centingent lisbilities, contractual commitments and guarantees

Contimgant Kabilities

Caontingant liabilitiaz, which include certain guarantaas and latters of cradit pladged as collateral sacurity, and contingent liabilities ralated
to legal procesdings or regulatary matters, are not recagnised in the Consolidated Financial S1atements but are disclosed unless the
probability of settlement is remote.

Financial guarantes contracats

Liakilitiae under financial guarantea contracts that are net clazcified az incurance centracts are recordad initially at thair fair value, which
is generally the fee received or present value of the fee recevable

The Bank has issued financial guarantees and similar contracts to ather group entities. The group elects to account for cerain guarantess
a8 insuranca contracts in the Bank’s financial statements, in which caze thay are measured and recognized az insurance lisbilities. This
election is made on a contract-by-contract basis, and i5 irrevocable.
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MNotes on the Consolidated Financial Statements

2  Operating profit

{a) Netinterest income

et intarest incoma includes:

S8

HEEm
It redl wdorrig Paddgrned o empasad financnl aessts 275

2019
HE$m
305
Iribi Bt e P Gagnidsd on s Al assts masdunsd a0 SrmoiTiesd SoEl 1“3“? 143,708
30,874
(56,493)

Intarest mooms moogrsaed on firmncel sssets massured st PVOCI 28412

Intarent sxpensa on fmancal netrumants, exchading Nterast on fnencial kebiliben beld for beding or dengnoted or othanwss

mandcatorily massured bf for valie [41 253)

(b} MNet fes income

Mat fee incoma by global business

m‘: Glalbal
Whenhth iCi inl Bankding snd Global Private Corporsts
Managerment Banking Markets Banking Crntra’ Tatal
HHEm Hi$m HE$m MKEm HHEm HHgm
ASEEUNT S 1,281 a93 340 3 1 2,538
Funds undar managament 3,779 46 1,694 1,085 1 7.5
Canda 6,755 1.726 a5 = 1 8,567
Crad it Teciliae 223 1.693 1,367 a 1 3,293
Brokng neorms 2,49 43 B 380 - 3,560
Impotstporis = 2,580 aa0 - - 3,280
Unit tromts 6,318 158 - 674 - 7,150
Unrdanwritng 2 2 1,557 - (7] 1.555
Aamittances 284 1,945 G685 3 (1) 2853
Glabal custady 857 51 2,938 ag — 3,742
IBUANGE BSOSy COM M BN 1,463 13 2 139 - 1,735
Cthas 1,758 2,145 5,294 J61 2377} 7581
Fes incame 24,961 12,023 15,326 ez (2,393} 53,099
Fah apanss (6.319) 12,063 15.349) (243) 2475 {11,599
Year snded 31 Dec 2019 18,847 9,980 8877 2839 B2 41,505
Besaount Bitess 1434 G 7 ] 1508
Funds undar managament 4,188 ad 1048 Ll 1 1506
Carda E5E3 1,768 L = = B4l
Corad it feailitas 283 1588 1,380 & 1 3, 180
Erokng moome 3,397 T R a7 - 4 E7D
Impofesapornts - 250 T3 — - el ini
Urt trusts B8] 182 - L 141 7107
Undanwritng & 3 111 - 7] 1,112
Rami anees Rl Pl 65 3 Bl A
Giobal cughody a3 61 2005 95 18] 5655
FIBUSBNGCE BpENSy COM M B 1510 142 “ L [ 1
Cthar 1.8 1.020 6,047 1 [.240] I.402
Fan mooma 26505 12612 14,757 2,550 22751 54,556
Fas 4xpanns |6.478] |£014] [GIE] L] 2001 110354 ]
Yaar andad 31 Dec 20168 21.087 10550 8,784 2650 102 44,231
1 lnciudes inter-cegment adiringtion.
et faa income includas:
018 24
HH$em Hrgm
Fea aamad on financs] seeets that ase ot et fe value through profit éad bass {othar then emounts volded n detammiring e
af factive wiarast rata) 11,400 11,683
— fgg e HMZJ 16,358
— fd P 4,92 14,786
Fag aamad on Dt and othar fedusmny Retviben 9234 G863
= il imoom 10,421 10,787
= fna Gxpenss i1 J1,1MI|
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{e) MNet incoma from financial instruments measurad at fair value through profit or loss

2019 il
HHSm HEgm

Nt incomalexpens) arising erc

Nt Irndng actsitan 42,813 Fd.563
Otk inatiimants maraged on 6 fo valie bass {6.42%) k]
Net income frem financial instruments held lor trading or managed on a fair valus basia 35,388 J2.0MH0
Firancal aessts hald to maat babigae undar imeurenca snd rvestmant confracts 168,245 (A E-d!
le: b uu:‘omu’:!rnuls urdat Emaetmiant mn!rm:ll ﬂ,ﬂ G4
‘Nat incoma/expence) from assets and lsbilities of insurance businesses, including related der g it ) o
falr valus thraugh profit or loas 14,257 B.BET]
Crangen in Tar vl of deagnnted debis meusd and salatad dermntoss’ (20%) B2
Crangsn it far vokis of othas finencssl nstrum snts mendatonly mensured ot fne valus through profit of loss 118 @il
Yoor ended 31 Dec 50, 458 20,965

T The definition has been updated to include debt instrurments wivch are issued for funding purposes and are designated under the 1air value option
to reduce a0 SEcounting mismatch, previously reported as ‘Nt treding activities” wnd'er "Net income from fingncial instrurments held for treding
and managed on & far vaiue bass', Comparnanves have Deen re-présemed 1o Comnfonm 1o ihe CUITEnT Year's Bresertaton.

{d} Other operating income

2018 s
Higm Hdm
MAOAITERTT 1 DTEEENT v lisd Of IN-E0Iee INSUMNCS BLUsineGs 12,546 4545
I_Gur\-la:'_n\-uuu'r'ﬂ'l prnpur!ui s 154 _?E;EI‘
Losaus on draposal of xcparty. plant and eaugriant and sasats hak for sse 2] g
'35 rll.'ll-nm l|-T.|ﬂ :drluaul of lu"“:-dlurluu. LT and bu!!‘l_!ﬂ partfalios {143 o8
Rﬂn1ullnem [ ln:ln FIviETant propas .Iltl! 423 a1l
Drwdard mooma 161 154
Othar” 2,450 4563
Yoar ended 11 Dee 15,758 10,470

T i 2018 che group rransfamred shared sanaces and Oparamons 1o & separare sanice company, HEEC Global Senvieas (Hong Kongl Linted
("Servio’) a fatlow subsidiany which provides funchanal support services o the group. As @ result of the transfer, coxs incurred relating to
senices provided fo fellow group cormpanies afe reflected in the financial staterments of SenvCo insead of the group, and 20 are recovernies on

rhase SomTs,

Thare was a loss on disposal of leans and receivablas of HK33m in the year (2018 lozs of HK$5m). Thera wera no gains or lossas on
dizposal of financial liabilities meazured at amortized cost in the year (2018 nil).

{e) Change in expected credit losses and other credit impairment charges

z018 ]

HHE§m Higm

Laans and advances o banks and cuatomans 5,420 4,611
= navw alnvencss nst of allowoncs relasess 6,283 5551
= reoawqrs of Bmounts prawously written off MIJ 140
Losn commitmants end gusrentoos o5 123
Othar finmmom| essatn 157 114]
Your snded 31 Dec 5672 4,320

Change in axpacted credit losses as a percentage of average gross customer advances was 0,15% for 2019 (2018: 0.13%,.

{fi Genaral and administrative expanses

2019 FLilE: ]

HH§m HiKgm

Frammas anvd aqupmant 3,296 IL'EIJI'I]
- rants] axpenaas Tog 4154
= OEnr pEarm e and eauETant aipanses 2,452 4074
Markatng end odvartmng sxpenses 2815 2540
Othar momnmtratose nup-nma-:' 38, 708 28841
Yoar ended 31 Dec A4, 769 B

VT In 2018, over 8500 employees performing shared senvices #nd operations in Hong Kong were transferred from the group fo Sernvlo as part of
recovery and resolution planning to provide services fothe group. The group recognises managermant charges for the sensces provided by
Fervlo, which i reported undar general administrative expenses’. For further details, plasse refer ro note 33 'Relared party rransactions’

Included in operating expanses were direct oparating expenses of HK$24m {2018: HK335m} arising from investment propertias that
genarated rental incomae in the year, Direct oparating expenzas arzing from investmaent propartias that did not genarate rental income

amounted to HKEZ2m (2018 HK$3m)
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MNotez on the Consolidated Financial Statements

{g) Depreciation and impairment of property, plant and equipment

2019 2048

HKgm HESm

Ownad propay. plant and egupmant 5,620 4586
Othas nght-of-use sesats’ 2,510 el
Year ended 31 Dec 8.230 4.686

1 The impact on right-of-use azsets has been recogrised fram 1 January 20719 follewing the adoption of HKFRE 16, Cormparativas have net baen
rastated.

{(h) Auditors' remuneration
Auditors’ remunaration amounted 1o HKE125m (2018 HE$125m).

3 Insurance business

Met insuranca pramium Incomes

Ban-linkced
insuranes Limnin-dindeed Totsl
HE$m HH$m HK$m
CIR0as INEUrNGa PIPFTILIM NoEmE G719 1,381 71,100
Rensurars $1ns of Gross REUnsneg B m nenm (10, 798) (1] (10,825)
Year ended 31 Dec 2019 58,921 1,354 50,275
Groas IMELINCS DTV NE0mG B 482 i.k'ﬁf;? 5048
“Rersurers’ shire of Grom FeUrens preTR ooma [ 58] = Aam)
Yaar andad 51 Dac 2016 58,114 A 0,78
Mat insuranca claims and banefits paid and movemeant in liabilities to policyheldars
Mon-inkoed
Imaurames Urie: Einked Taral
HK$m HE $m HHEm
Gross cloms and barnalts peid ond movemant n lisbdtas 10 poleyhakiars 84,921 5910 a0,831
— elnma, barslis and surandats paed 26,960 5,095 33,055
— VAT o bt 57.961 {1 57,776
Rensuners’ sha of gleme snd benafes peid snd movemaent in isbiisas {10,67T) 2 {10,675)
= glaimis, bansfits and sumandans pasd Rmi {107} {2,
= movarmant n labilitss Bo1s 105 {791
Yaar ended 31 Dec 2018 74244 5812 80,156
Argsa clnima and Banalts pad and movamant o intafias (e pobeyhokiars BE O 15080 B1,528
= ¢inima, barafite and surrendaets poad FEAE 1555 4604
— movamant n labiibss araig 11080 iR
Ransunss’ shom of clems snd bensdete poid snd movamant in babiioes 14.165) Ti [, 003}
" claims, barefitn and surrandars pad 11,250} e 13,524|
= mawimen! n labilitss [ 1465 [raa)
YWasr ardad 51 Dec 2006 EOE47 | 3006 07 BIE
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Lisbilitias under insurance contracis

2019 018
Reinurers” R U’
Groas share’ Mot GoeE shaea’ ]
HE$m HHEgm HE$m HESm HE gy HKgm
Mondinked inaurance
Ak 31 Dac 433,668 {17, 758) 415,810 25248 (16, 624) 27,004
Fripast on trasmition 1o HKFRS § 1Y LA LY B38| — Bia]
At 1 Jan 433,664 {17, 758) 415910 SHE1E 16,624 Rl
Claena ard Baralite paed [26,960) 2,658 {24,302} 2 7.085] 1.830 [25.168]
rasealdactanss] in abiass b polsyholdars 84,921 {10,677 74,244 66,002 .65 47
Exchonga deffarences and athar mawments’ 2,552 H?I‘.I} 2,083 4 o0 a1 L]
At 31 Dec 494,181 [,2!,,2!".'} 467934 £33 BER 7. 7E8) 416810
Uhmit-lindoadd
A Jmn 34,921 (34 34,887 45 BED F1EOL &6 5RD
Clamne and banafits paad 6, 005y 107 5. 988) [ B3| 1,354 |6 204]
ncraseaTdocranss) in babErma to pohoyholdars 5,910 2 5,912 o3 0o 7i 15006
Emarangs delfareroes 6rd oier meywmants’ {157) [0 {267} [1.070) 1135900 [£.4E0]
At 31 Dee 34,579 {¥5) 34,544 G458 [t 34,687
Total lisbilities to policyholders 528.760 (26.283) 502.478 LER GHG M1.7521 A0 P

T Exchangs diferencas and sthar movamants Incuces movemants in kabilines Srsing fram fel UAFAaized invastrmant S recognised in athar
comprahansive Ncome.

2 Amounts recoverabie from reinsurance of liabilites under insurance contracts ane included in the conszolidated balance sheet in ‘Prepaymant.
Aceiusd incame and other Jssers’,

Tha key facters contnbuting to the moevement in liabilities 1o palicyhalders included mavements in the market value of assets supporting
policyholder liabilities, death claims, surrenders, lapses, labilities to policyholders created at the initial incaption of the policies, the
declaration of bonuses and athar amounts attributable to polieyholders,

4 Employee compensation and benefits

2019 206
L _Hidm
“Wagss and samrms’ s o=
_Zodel mcutity costl 1,264 V248
Paut-amployrment banalts 2,110 2572
- daleid coffributron pendon plane 1.518 S
= gdafewd bangfé pangon plans e 78
Year anded 31 Dac’ 38,048 40,73

T Wages and salaries” includes the affect of share-bazed payments arrangemeants of HKEEE2m (2018 HKES59m).

2 In 2018, over 8500 employess performing shared services and operations in Hong Kong were transferred from the group to SenvCo as part of
récavery and resolution plenning 1o provide services 10 the group. The group recognises mansgement charges for the services provided by
ServCo, wivch is reported under ‘general adarnsrative expensas’. For further detads, plaasze refer fo note 33 'Related party rransactions |

Post-amployment benefit plans

The group operates a number of post-employmeant benefit plans for its employess. "‘Pension nsk managament’ in the Rizk section
contains details of the policies and practices associated with thase banefit plans. Soma of thesa plang are defined banefit plans, of which
the largest plan s The HSBC Group Heng Keng Local Staff Retiremeant Benefit Schamae [the 'Principal Plan’),

The group’s balance sheet includes the net surplus or deficit, being the difference between the fair value of plan assets and the
discounted value of scheme lmbilties at the balance sheat date for sach plan. Surpluses ara only recognised to the extent that they are
recovarable through reduced contributions in the future or through potential future refunds from the schemes. In assessing whether a
surplus is recovarable, the group has conzidered itz current right to obtain a future refund or a reduction in future contributions.
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MNotez on the Consolidated Financial Statements

Defined bensafit pension plans

Mot assetd labilty) under defined benaefit pansion plans

Frezam valkie of

Fair valve of  defined benefit Mot defined

plan mszels obligationz  banefrt linbility

Hi$m HHSm HH$m
Ax 1 Jan 2019 13,8586 17,197 (3341}
B v 08 - =11} =11}
— eudrart Banvitd GoEl = w11y m1y
Dl e mcomallanpanes ) an v et defingd banala seest!linbibty) 206 274 ]
Ra-masscramant affects necognised m othar comprahenare incomae az7 (EEZY 245
= ratum on plen essets fsxcheding mterast ncoma) a27 - 827
= motusnel beses - B
Cantributions by the group 391 - 381
[l pad [1.290) 1,376 BE
Excranga dil faranos ond athas mavements’ (3. 788) 4,440 652
At 31 Dec 2019 10,302 12,848 12,596}
Aabramant Denald linbiltas recognsed on the Balnnces sheet {2,595)

Ratramant banald nsaata recogrised on the Dalancs Bngst lwehon "Prpeymant, sccnued incoma snd other
eagats’] aa
ALY e 208 16,467 11 7,30%) 12.147)
T vy 0E = [5a7) 37|
— CRTRT el GO = 1Rl 54
— pagt panvice coat and genalkoesss) from mttlemants — T3 113
Mat wvtarast moomalTexpanss ) on tha nat defined banaf? sesetflinbalty] 2E4 [ et ] 44y
A -masearament affects recagresed m othar comprehansss income [a=ra st E] 11 06 )
= getum an plen seeits axcledeg mberast nsoma) fp=rk | - [E32)
= motumnal besgs — [t [xaa)
Contributions by the gesup &M — GIE
Benatits pad 11.404] 1,471 &7
Excranga diffarncas md othar movamaents’ jil] T4 6}
A1 31 De 2018 15,656 NEisMN B
Ratramant benafit linbiltss recognsed on the balancae sheat ]
Rabramant benald psaats recogrmed on the balancs shast wihsn ‘Prepaymaent, sccrsed mcorma and ofwar

rasaty’] 26

T Orher movements in 2072 inciuded the impact from Iransfer of employess from the group fo MEBC Glabal Services (Mang Kong) Limited (the

‘SarvCo’l. which iz a fallow subsichiary of the Group.

Fair value of plan assets by asset classes

At 31 Dec 2019 131 Des 2018

Quoted market Quoted marikst

price in sctive poRca 1 acinag
Vilun FARFET Thoreaf HSBC Wakin Ay Thareo! HEEE
HKgm Hce HKgm HEEm HEKSm Hicgm
Fair yeise of plan sssats 10,302 10,302 177 13808 13,856 dnd
= aquibesn 3,076 31,076 - 2519 2618 -
= bornds G034 6034 = T80 T80 =
- othar 1,182 1,182 177 2,557 2867 d5d

T Orher mainly consis of altdrnative investments (arevidusly indluded within squitiés and bonds! and cash and cash depasits. Comparatives have

baen re-prasanted fo COMovm FO CUFANT Yaar's Drasantarion.
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The Principal Plan

In Heng Kong, the HSBC Group Hong Kong Local Siaff Retiremant Banefit Scheme ('LSRES’), the Principal Plan, covers employees of the
Bank and HSBEC Global Services {Hong Kengl Limited (the 'ServCo’), which iz a fallow subsidiary of the Group set up in Hong Keng as
part of the recovery and resclution planning to provide functional support carvices to the group, ac well as cartain othar local amployesas
of the Group. Tha Principal Plan comprises a funded defined benefit schemea (which provides s lump sum benefft on retirement and is
now closed to new members] and a defined contribution scheme. The latter was established on 1 January 1999 for new employees, and
tha group has been providing defined contribution plans to all new ampleyeasz. Since the defined beanafit zchame of the Principal Plan iz a

final salary lump sum schame, its exposure to longevity risk and interest rate risk s imited compared to a scheme that provides annuity
payments.

Tha Principal Plan iz a funded plan with azzats which are held in trust funds separate from the group. The investment stratagy of tha
defined banefit scheme of the Principal Plan i te hald the majerty of assets in fixed income investmaents, with a smaller portion in
equities. The target asset allocation for the portfelio has been updated in December 2019 to: Fixed income investments 79% and Equity
25% follewing an update 1o the invectment stratagy 1o de-rick the investmant porifalio. Each invastmaeant managar has bean aczignaed a
benchmark applicabla to their rezpective asset class. The actuarial funding valuation of the Principal Plan is conducted at least on a
trisnnial basis in accordance with the local practice and regulations. The actuarial assumptions uzed to conduct the actuarial funding
valuation of the Principal Plan vary accerding 1o the sconamic conditions,

The trustes, which iz a subsidiary of the Bank, assumes the overall responsibility for the Principal Plan and the group has established a
rmanagameant committea and a nurmber of sub-comm itteas to broaden the governanca and manage the concomitant iscuas,

Dwring 2013, over 1,400 em ployess covarad undar the defined benafit schame of tha Principal Plan ware transfarrad from the group to
SarvCo az part of the recovery and resolution planning, There were no changes to employment terms and conditions of retiremant
banefitz az & result of thess tranzfars. Both the group and SarvCo participate in the Principal Plan that shares ricks betwean the entities
which are undar eommon control of the Group. Az agresd betwean the greup and ServCe, the net dafined banafit cogt of the defined

benefit scheme of the Principal Plan shall be charged separately. Details on the defined benefit scheme of the Principal Flan are disclosed
balew,

et ascatiliability) undar tha dafinad banefit cchemae of the Principal Plan

Includad within HEAP Inchuded within ServCo
Present Present
walus af st value of Mt

[Fair vadus defined defined  Falr valus defined defined
of plan benefit bepreafit of plan e it et
masets obiigations linbility msets  obligations linbility

HESm HH$m HIm HE§m HH4m HH §m

At 1 Jan 2018 B,402 [, 743) {1,347} 478 (61 (1409
Larvicy coRt - {194} {154} - {183 fi82)
= CUmant #arvice cost | - i l'l:B-lﬂ_ {‘IM - ] I'I-I.RH {1HH
Nat mbsrent mcomaogensa] on e met dafined banafit asset] oty L] {Baj (12 63 (e {103
Re-mesmuremaent effects recognmed n gthar comiprafenang incoms 390 {255) 135 416 {168 a8
= rertum on plen sassts fochsdng mtarast incoma) 38h S;J #;J 418 d dm
- BEtmans| Kdsed - [F4 2 - {18 (1]
Contnbutiona by the group 198 - 158 184 = 184
Barsafits paid {637 G637 — {460) 460 .
Exshinrge ddfarencet nrd ot mawmanta’ {3.767) 4,389 622 3,764 {4,379 (615)
At 31 Dec 2019 4,654 [5.252) w 4,445 {4,960} ﬂ
Ratirament banefst Eabilitbes recognsed on tha belenca shaaet it 5153
A1 Jmn 2008 9,004 110,058 11, 002) £10 fEd0) (430}
‘Barvics cost - 1572) 1372 - 28] 125}
- cwmant aanvice Goat — raral [EEE| — s [
Nat wibarast sgomiad [axpenes] of tha net Selmed Bendit assetThnbiliny] 1ha 1EN 114) g [11] 4]
Ra-mnatmaniment affects recogniesd @ othar somprnsnians ncoms gl i 38 4] .k il
= Tt on plen oesgts fackudng ntarast ingoma) 1) - [585) @ - [EF
T — a I N A I A I+
Corintona by 1 g - m - m
Berafitszmid 1832 832 = ] 7 -
Exchangs Affaranans ard afftr mawamants - L] 116} - [L}] [}
Ar3] Das J20NE B.4037 15, Fdd) 11.347) L7E 18] [t 40}
Ratiamaent bansafit lobilites recognssed on the balsnce shast 11,347 h A0

I Orher movemeants in 2019 included the impaet from transfer of ampleyées from rhe group ro Servia

Thea group expacis to make HK3402m of contributiens to the dafined banefit schame of the Principal Plan during 2020, which iz

determined separately for the greup and ServCo by refarence to the actuarial funding valuation carned out by the Principal Plan’s local
a1y,
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MNotez on the Consolidated Financial Statements

Benefits sxpected to be paid frem the defined benefit scheme of the Principal Plan over each of the next five years, and in aggregate for
tha five yaars thareaftar, are az follows:

Banefitz axpactad te be paid from the defined benafit schame of tha Principal Plan’

2020 2021 2022 WX 2024 2025-2029
hm raported by HHK$m HHKEm HE$m HEgm HHSm HHEm
— HEWAP e B50 545 507 438 1,928
— Sanio 332 475 545 365 411 1,987

1 The duration of the defined benefit obligalion s seven yoars for the Frincinal Pan under the disclosure assumplions sdopted (2018 seven pears),

Fair valua of plan aceats of the dafined banaiit cchamea of tha Principal Plan by aszet clacsec

At 31 Dec 2078 Al 11 Dec 2046

Ouoted market Duscrisd marist

price in nctive Do 7 activa
Value markE Thereof HSBC Valua At Thassof HEEC
HKSm HH&m HKSm HE&m HES™ HESm
Fair valse of pinn nagats 5, OiErty 8055 (15 BEED 8,860 A48
- squites | 2,228 2228 - FFEr Frr -
= bonds | 8,433 5,433 - A28 £33 -
- athar' | 1,458 1436 66 £418 2416 pLi]

1 Other mainly consists of aternative investments and cash and cash deposits,

The Principal Plan's key actuarial financial assumptions

The group determines the discount rate to be applied to the defined benefit scheme's cbligations in consultation with the Principal
Plan’s local actuary, on the basis of the current averags yields of Hong Kong Govarnmant bonds and Hong Kong Exchanga Fund Notas,
with maturities conzistent with that of the defined benefit obligations,

The key actuarial assumptions used 1o caloulate the group’s obligatiens for the defined benefit scheme of the Principal Plan for the year,
and used as the basis for measuring the expenses were as follows:

Koy actuaral asgsumptiens for the defined benaefit scheme of the Principal Flan

Rate of pay
Discount rate incrense Martlity table
o . % pB.
B 31 Do 2019 1.75 300 HELT 2018'

1 HKLT 2018 - Hong Kong Life Tables 2018
& HKLT 2017 = Hong Kong Life Tabies 2017,
Actuarial assumption sencitivities

The digcount rate and rate of pay increase are sensitive to changes in market condtions ansing during the reporting pencd. The
following table shows the financial impact of assumption changes on the defined benefit scheme of the Principal Plan at year end:

The affect of changes in kay assumptians on the defined benafit cchemae of the Principal Flan
¥mpaet on HSEC Group Hong Kong Local Sttt Feteamant Banals

Eohama obligalion
Fredrcal smpact of Bomdta Faancal rmpdct of Secraii
2019 208 2019 208
HEfm Hikgm HE§m HEgm
Chacourt min = ncrasssfdecrensg of & 2655 {1735 117 178 185
Pay = inceaasafdecreasa of 0 25%% 183 163 [17E) {184}

Directors’ amoluments

The aggregate ameluments of the Directors of the Bank disclesed pursuant to section 4 of the Companies (Dizclosura of Information
about Banefitz of Diractors) Regulation wara HE$110m (2018 HK$115m). Thiz comprizas fees of HK311m (2018 HK310m) and other
smolumeants of HKS99m (2018 HKE105m) which includes contributicns to pansion schemes of HKZ1m (2018: HES1m). MNon-cazh
banafits which are included in other amoluments mainty relate to share-based payment awards, and tha previzion of housing and
furniching. Detailz on leans to directors are st out in note 33,
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The Bank and itz subsidiaries in Hong Keng have provided for Hong Kong profits tax at the rata of 16.5% (2018: 16.5%) on the profits for
the year assessable in Hong Kong, Overceas branches and subsidmries have similarly provided for tax in the countries in which they
operate at the appropriate rates of tax in force in 2019, Deferred taxation is provided for in accordance with the group’s accounting policy

in note 1.2(m).

Tax axpense

019 Faitli]
HHgm HEgm
Gurrant tax 19,481 20,472
= Harg Kong teaatein = on our et year prolid 11,058 12,166
- Hang Kang axston - adpaimants n reapest of prior yasis M In
- ORISR RXBRON - O Surrent yaar profi 8813 BAT
- gwanssas Teaton - adjusrmants o napect of prot yeare (403 frird
Dafarrad tax 1,902 2054
= angination &nd ravarsel of temporery differencas 1,975 1858
--—;I'hn'l of changes n tax catas — B2
= adpatmants in raspsct of peor yaans {43 =5}
Yoar ended 31 Dec 21, 22 AT

Tax reconciliation

The tax charged to the income statement differs from the tax charge that would apply if all profits had been taxed at the applicable tax

rates in tha countriaz concarned a:z follows:

Reconcilation batween taxation charge and accounting profit at applicable tax rates

2019 2018

HK$m Higm
Prodi alors tax 136,433 434 GRS
Natearesl tax on profit befons tai calouinted ot the rates spplicable to profie n e courtiag consamed 25,855 26,432
Etects of profis in sseacateg and jont ventures [2,676) [ E83]
Non-taxabla income and gens m [ ]
Locsl texen snd owarsasn withhalding taxes 2503 1,470
Parmmenaent deslowsbas G0O6 1,132
Othars (826} B
Yoor ended 31 Dec 21,383 s
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MNotez on the Consolidated Financial Statements

Movemants of daferrad tax ascets and labiltes

Imypadrment
Accelarated allowance on
ompitsl Inzurance Expenss Tinancial Revaluntion
nilawmncrs isiness pravisions instruments of properties rther Tatal
HKEm HEfm HHEm HEEm HE$m HHfEm HHEm
Ar 21 Dac 2018 [LFFd] (B,057) 1.418 1,314 {13,672 2,729) (22, 198)
Impast an tieneibon o HKFRS 18 — — = = [2.664) = {2,664}
At 1 Jan 2019 ATz} [8.057) 1,413 1.314 {16,337) {2, 729) (24, 6562)
Exchanga snd oihar adustmants {1y = 7 {107} 5 18 a4z
Chapacedit) io nooms Eatamant Jza 2.083) (138} Fral 603 (505) {1,932}
Chnrpalfersdt] to ofhar comprahanevs
wEema - - 2 - {753} {207] (958}
At 31 Dac 2099 {149} (10,1 409 1,250 1,478 {16, 462) {3.727] 27,710}
Paats 183 = 1,280 1,478 = 2280 5231
Lakydting' {332) (10,1409 == = (16, 462) 18, 007) (32,941}
A1 Des 2017 165H) [7.817] 1.256 431 1136571 2.5} (22 2385)
Impect on brensiton to HKFRS & (7] j L] 3] ara = 1,821 22853
Az 1 Jen 2018 (ER0) [7.314] 1,284 12364 113,867 50| [15.943)
Enchenga snd othar sdpsstmants a 27 i} 117 1,484 Ll 1822
Chergafcredit] o nocoma statamant 165 |7F70] 188 1167 210 i1,797) el 4l
Chnpafensdt] 1o othel Sompribansvs
nooma = — = == ¥, 800] 123 I &23)
At 31 Dec 2018 [l 8,067 1,415 1314 113833 &, 78| &2, 158|
Bgsatn’ 111 - 1,415 1314 - 1.670 4,714
Lehiition” PEEN w067 - — Haem 4 .580) (25512

1 Afrer neroing off balances within countries, the balances as disclosed in the Consoldiated Financlal Starernents are as follows: devarred tax assets
HKEZ 178m (2018 HKE2.315m); and deferred tax habiities HKSI 888m (2018 HKS24.513m).

The amount of unused tax losses for which no deferred tax asset is recognised in the balance sheet is HK$3,497m (2018: HK$3,626m). Of
thiz amount, HK$1,939m (2018: HK$1,950m) has no expiry date and the remaining will expire within 10 years.

Dafarred tax of HK32,197m (2018: HK$2,261m) haz bean provided in respect of distributable reserves or post-acquisition razerves of
associates that, on distribution or sale, would attract withhobding tax

Daferred tax is not recognised in respect of the group’s investments in subsidiaries and branches whare ramittance or other realization is
not probable, and for those associates and intarests in peint venturas where it has bean daterminad that no additional tax will ariza.

6 Dividends

Dividande 1o sharaholdars of tha parant company

2019 g
HE§ per share HEgm HES par shara HEEm

Dividends paid on ordinary shanes

In raspect of prevous yaer

= Howurth barem dvidend 0.47 21,958 0 16,859

in respect of current year

= firat nberm dandend pad 032 14,963 02E 10,000

— wsond nbanm dnadensd paid 0.32 14,963 i 10,000

— third ntarem v edand pasd 0.32 14,963 B L
JTatal 1.43 H.__M‘? 1 45 554

Diatributans on ofaT aquTy NENUments 1,523 Ll

Dividends to sharshalders ﬂ._m A7 440

The Directors have declared a fourth interim dividend in respect of the financial year ended 31 December 2019 of HK$0.58 per ordinary
share (HK327,026m) (2018 HK30.47 par ordinary share (HK321,958m)).

Total coupons on capital securities classified as equity

2019 i

HHSm HEKSm
U531, 200m Flostng reta panpetunl subordmeated lonns [ntsrest mis ot ono year US doliar LIBOR ples 3 Eﬂ‘sh]' 487 a1
U531, &00m Flostng rate parpetunl subordmated ioans [nterest min ot thres months US dollar LIBOR ples 3 E'I‘.'l:]'| T3 =
US$E00m  Flostng rote pemetusl subardneted loan [nteret sl of thees mantrs US doller LIBOR phs 3 629" 178 -
US§200m  Flontrg rate perpatunl subiordmated loan et mie of thees martne US dolin: LIBOR phoe 4 56595 14 -
USSI0m  Foad mie paspaunl subardneted konn [rtesest et fosed at 6 513" 150 -
USSI00m  Fooed mie parpatinl subardnated lonm intesast et food nt £ 0505 1o -
Tatal 1522 ]

T These subordinafed foans weard aarly répaid in the first half of 2019 and distributions were mads on repaymeant,
2  These suborcinated loans wera ssued in May and June 20718,
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7 Trading assets

2018 018
HH§m HKgm
Trespery and othar aligible bile 131 967 1 A0 060
Dbt pecuntas 5 281,555 263506
“Equty sacurmas 177,463 119,476
har” an,rre 165807
At 31 Dee B2 TE1 EEER0E
T Orher inciuces reverss rapas, S0Ck BOTrowing Sna SREr SOCOURTS With Banks S cLSTOMars
8 Derivatives
Motional contract amounts and fair values of derivatives by product contrast typs
Fational contract amsunt Fair value - Aszots Fair valun - Lisbilites
Trading Hedging Trading Hedging Tow Trading Hedging Totm
HHSm HISm HESm Hi$m HISm HESm HISm Hit$m
Fomgn Exchanpe 20,493,866 75,324 150,019 B0 150,819 164,831 279 165,110
nzusaat rabe 30,556, 367 342,609 236,110 3,436 239,535 226,951 3,495 230,446
Equety 657,760 - 13,665 - 13,666 17,751 - 17,751
Tredit 864,500 = 6,500 = 8,500 770 = 7470
“Garmm odity mnd cihar 140,553 = 2983 = 2,983 4,626 = 4,626
‘Gross total 52,614,136 417,933 400,278 4,236 413,514 421,329 3,774 425,103
Offeat {132,.872) {132,872)
At 31 Dec 2019 280,542 29221
Fomign Exchange 214566 1274 167,745 @3 168,865 186,776 1.62% 16B,A06
intarast mte % G2, FO0 368,130 196,720 Loak 150,844 197,504 PR 200,554
Equity Eia,a11 - 17202 = 17,302 18,619 = 18,618
Credit 26,082 = 5057 = 5,967 5.804 = 5,404
Commuodity and othar 112,596 - .70 — 1,710 2.440 P 2,440
Qroes totnl BE.052, 455 a5, 404 405,445 AEIT 413,278 411,643 4,519 415,062
Offest 1 20,409} 120,408}
ALST Dac 2006 253 659 255,565

Use of derivatives

The group tranzacts danvatives far thres primary purposes: to create risk manageamant solutions for clients, to manage the pontfolio risk
arising frem cliant business, and to manage and hedge the group’s own nisks. Denvatives (except for derivatives which are designated as
affective hadging instrumants} are held for trading. Within the hald for trading clazsification are two types of darivative instrumants:
thosa used in salas and frading activities, and those used for rick management purposes but which for varicus reasons do nat mast the
qualifying critaria for hedge accounting. The second category includes darivatives managed in conjunction with financial instrumants
daszignated at fair value. Thesze activities are deccribad more fully balow.

The group’s dervative activities give nee 1o significant open positions in portfelics of denvatives. These postions are managed constantly
to ensura that they remain within accaptable rigk lavelz, Whan antering into darivative transactions, the group employs the same cradit
risk management framewaork 1o assess and approve polential credit exposures that it uses for traditional lending.
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MNotez on the Consolidated Financial Statements

Trading derivatives

Mozt of the group’s darivativa tranzactions ralate to calaz and trading activities. Salas activities includa the structuring and marketing of
derivative producis to customers to anable tham to take, transfer, medify or reduce current or axpected ricke. Trading activities include
rmarket-making and rizk managemant. Market-making entailz quoting bid and offer prices to othar market participants for the purpose of
genarating revenuas bazed on spread and valume, Rick management actihvity 2 undenaken 1o manage tha rizk arizing from elisnt
transactions, with the principal purpose of retaining client margin, Other dermvatives classified as held for trading include non-qualifying
hedging darivativas.

Derivatives valusd using models with unobsarvabla inputs

Any initial gain or less on financial instruments whare tha valuation is depandant on unobsarvabla parametars iz defarrad over the life of
the contract or until the instrument is redesmed, transferred or sold or the fair valve becomes abzervable, All dermvatives that are pan of
qualifying hedging ralationships have valuations bazed on obsarvable market parametars.

The aggregate unobservable inception profit yet to be recognised in the incoma statement is immaterial,
Hedge accounting derivatives

The group apphas hadge accounting to manage the following risks: interest rate, foregn exchange and net investment in foreign
oparations. The group uses darvatives (principally interast rate and currency swaps) for hedging purpozes in the managament of its own
accet and liability portfoelics and structural pesitions. This anables the group to optimize the ovarall cozts to tha group of accessing dabt
capital markets, and 1o mitigate the market risk which would othenvise arise from structural imbalances in the maturity and other profiles
of itz aszetz and liabilitiez. The aceounting treatment of hedging tranceactions varies according to the nature of the instrument had gad

and the typa of hadging trancaction, Darivatives may qualify sz hedges for accounting purposes if they are fair valve hedges, cach flow
hedgesz, or hedges of net investments in foreign oparations.

Fair value hedges

The group enters into to fixed-for-floating-intarest-rate swaps to manage the exposure 1o changes in fair value due to movements in
rmarket interect ratas on cartain fixad rate financial instruments which are not meazured at fair value through profit or loss, including debt
sacurities held and ssued,

Sources of hedge insffectivenass may anse from basis risk including but not limaed 1o the discount rates used for caloulating the fair
valua of derivatives, hadges uzing inztruments with & non-zero fair value and netional and timing differances batwaan the hedgad itams
and hedging instruments.

Fer somea debt sacurities held, the group manages interest rata risk in a dynamic sk managemaent strategy. The assets in scope of this
strategy ara high quality fixad-rata dabt sacuritiaz, which may ba zold to mest liquidity and funding requiramants.

The intarect rate rizk of tha group’s fived rate dabt securities izzued ic managed in a non-dynamie rick managamant stratagy.
Cash flow hedges

The group's cach flew hadging instrumants congzist principally of interest rata swaps and cross-currancy swaps that are uzed to manage
the varakility in future interest cash flows of nen-trading financial assets and liabilities, arising due to changes in market interest rates
and foraign-eurrancy basgis.

The group appliaz macro cath flow hadging forintarest-rate risk expecuras on portfelios of replenizhing current and forecastad issuancas
of non-trading assels and liabilities that bear interest at variable rates, including rolling such instruments, The amounts and timing of
future cach flows, raprezenting both principal and interest flows, are projectad for sach portfolio of financial assetz and liabilities on the
basiz of their contractual terms and other relavant factors, including estimates of prapaymants and defaultz. The aggregate cach flows
representing both principal balances and interest cash flows across all portfolios are vsed to determine the sffectivensss and
inaffactivanesz. Macro cach flow hedges are conciderad to be dynarmic hadges.

The group also hedges the variability in future cash-flows on foreign-denominated financial assets and labilities arising duse to changes in
foraign exchange market rates with cross-currency swaps; these are considered non-dynamic hedges,

Interest rate benchmark reform: Amendments to HKFRS 2 and HKAS 39 ‘Financial Instruments’

Fellowing the request recaived by the Financial Stabilty Board from the G20, & fundamantal review and referm of the major interast rate
banchmarks is undar way acrocs the world's langest financial markats. Thiz raform waz not conteamplatad whean HKAS 39 was published,
and censaquently, the International Accounting Standards Bcard has published a set of temporary exceptions from applying specific
hadga aceounting requirermants to provide clarification on how the standard chould be appliad in thate circumstancas.

Amendmaents to HKFAS 9 and HKAS 39 were issuad in Novembar 2019 and medify spacific hedge accounting requiremants. Undar thaze
temparany axceptions, Inter-Bank Offered Rates ("IEQORs’) are assumed to continue unaltered for the purposes of hedge accounting until
such tima &z the uncartainty i resohad.

The application of this set of tamporary axceptions is mandatory for accounting pernods starting on or after 1 Janvary 2020, but earky
adoption ic parrmitted and the group has slected to apply these axceptions for the year anded 31 Decamber 2019, Significant judgermant
will be requirad in determining when uncartainty is axpacted to be rezclved and therefore when the temporary exceptions will ceasze to
apply. Howeavar, at 31 Decembar 2015, tha unceraintycentinued to exist and so the tamporary excaptions apply to all of tha group’s
hedge accounting relationships that reference benchmarks subject 1o reform or replacemant,

The group has cash flow and fair value hedge accounting relationships that are exposed to different IBOAs, prademinantly US dellar
Libar. Darivatives, loans, bonds, and other financial instrumants dazignated in relationchips referancing thasa banchmarkes will tranzition
te naw rick-fres rates ("RFRe') in different ways and at different timas. External progrese on the transition to RFRE ie baing monitored,
with the cbjective of enzuring a smooth transition for the group’s hedge accounting relationzhips. The spacific issues arising will vary
with the details of sach hedging relationship, but may arise due to the transition of existing products included in the designation, a
change in expected volumes of products to be issued, a change in contractual terms of new products issued, or a combination of these
factors. Soma hedges may need to be da-designated and new ralationzhipe antered into, whila cthers may survive the market-wida
benchmarks reform.
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Tha hedge accounting relationships that are affected by the adoption of the temperary exceptions hedge items presented in the balance
sheat az ‘Financial investments’, ‘Loans and advances to customers', ‘Dabt securities in iszua’, and 'Deposits by banks'.

At 21 Decambar 2019, HK3252,4432 million of the notional amounts of intarast rate derivatives dazignated in hadge accounting
relatignships represent the axtent of the nisk exposure managed by the group that 13 directly affected by market-wide benchmarks reform

and impacted by the temporary axcaptions. The group hat also designated hedge accounting relationchips which invelve croze eurrancy
cwaps, although the amount is not significant.

The national contract amounts of interest rate derivatives designated in qualifying hedge accounting relationships indicata the nominal
wvalua of tranzactions outztanding at the balance cheat date; they do not reprezent amounts at rizk.

Riskz and governanca ragarding the impact of the market-wide banchmarks reform iz set out in the Rizk saction of the Annusl Report and
Accountz 2018,

9  Financial assets designated and otherwise mandatorily measured at fair value through profit

or loss
2018 2018
Mandatorily Mandatanty
Designated a1 meazured &t CHedgnasded m SRR BT
tair valus Tair valua Totnl far vala fair valn Todal
HEEm Higm Hi$m HKET Hatm HKgm
Trempery snd othar aligible biig - 234 234 107 a0 a7
Dabt secuntan 13,350 6,733 20,083 18,280 B34 18514
Equsty sacuribas - 120,047 120,047 = 20, 808 FhEE
Otbwr’ = 13,947 13.147 - 13,162 139682
At 31 Dec 13,350 140,181 153,511 13,487 198,372 L]
T Ceher’ primenly includes loans and sdvance 1o banks and cutomers
10 Loans and advances to customers
2018 2015
HHSm Higm
_l;ig'_n_:v_a_:_l-:-urs n'h_':l__l_eﬂwn-:ﬂ 10 CLEERCATHINE 3,738 259 :{éﬁ!}{%
Expacied credt bes allowances {17,.304) [6.568]
At 31 Dec 3,720,875 3528702

Tha following table provides an analysis of gross leans and advances to customers by mdustry sector based on the Statistical
Classification of economic activities in the Eurcpesan Community ('NACE").

Analysiz of gross Icans and advences to customers

2018 28
HHE§m HESm
Readantsl monpeges 1,027,087 $37 555
Credit cand ndvnnges 94,582 F5200
Qthar paraonal 281,087 296,153
Total peracnal 1,402, 756 1266559
Ranl satata i BEE, 280 [ E.'J_b:‘,ﬁltl
Tl o Y ._.._.....‘1"'; L K
Marsfactng 418 622
Trensportation and Blomsgs BE 812
Db 454,416
Tatal corporate and commercial 2,085,199
MNonbenk finencial inattutons 250,314
At 31 Dee 3,738,259
By geography’
Hong Kong 2,359 BET 282 G900
Rent of Agm Pasdos 1,338,402 1262343

T The geographical information shown above 5 classifed by the location of the principsl operations of the subsidhary or the branch responsible for
achvanaing the funds,
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MNotez on the Consolidated Financial Statements

Finance lease receivables and hire purchase contracts

The group laazes a variety of agzeis to third pariez under finance leacac. At the and of leaze terms, accels may be cald to third partiec or
lsazed for further termsz. Rentals are calculated 1o racover the eost of assels less their rezidual value, and earn finance income. Loans and
advances 1o customears nclude racaivables under finance leases and hire purchase contracts having the charactenstics of finance leasas.

Met investment in finance lsaces and hire purchase contracts

019 2018
Toal futsre Uneamed Tognl future Linaamad
minimum finance MnATIIM fimanos
PRy inceme  Precent valua PR FHROMS P i waiig
HESm HESm HEEm HESm HKEm HEEm
Arnounia racewe e
= widfun one year 3214 {5393} 2,575 2,880 [E40] 2.0
= wftar ong wans But withn fns yasm PR A, A B,B22 2.087] G.h26
— o B0 hetd Yanda 2,955 {572} 2,383 A, MirA, LY
= e 10 Hidad yaais 2,593 {S28) 2,064 Py, M Py
= thraa toTow yanre 2204 {496} 1,708 Py iy By
= four to faes yaors 1,936 {a5a) 1.472 Al T Py
= mftar five years 23,185 [3.567) 18,628 33548 E.819) 18527
36,097 287} 29,830 34,958 6. 555) #8807
Expacted cradit loss aliowances {175} [ARF,]
At 31 Dac 20655 SH.205
11 Financial investments
2019 08
HH§m HIZEm
Frnncinl sy simants masurad ot e yniue teough cthar compahansae msoms 1,465,998 1503 LG
= ransury nnd othar aligble bills BOE, 738 [axal:ral
= dabt pecurites B50,623 BIGEGE
= @Quity secuntas a,83F E_,fi_-ﬂ_
Dbt et umants measusd ot amorbesd oo8l A34, 20 57 40
— thassury and ofer ahgble bille 5,045 3524
= dabit pacutDEs 429,251 IEITT?
i 31 Dec 1,900,298 a7 02e
Equily instrumeants measured at fair value through other comprahensive incoma
2010 F0g
Dividends Diadands
(Fadr walus recognised Fair walua OO B
Type of squity instrumaents HE$m HH$m HKSm HKSm
Himmass fpcktabon 7. 9046 141 5137 166
Invastmarts requited by centmsl irgtibabons T e 3
Othars 5 f.o &
At 31 Dac BLEAT 153 & 858 163
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12 Assets pledged, assets transferred and collateral received

Assets pladged

Financaal asseis pladged 10 secure abilties

2018 2016

HE$m HKkgm
Tmew v bille Bnd mwrﬂﬂ:?lu Srourdsu 88,365 EIS,?II_'BI
“Lows and advancas bo bariks 228 [o]
Lowsns and advances (o cuglom e 12,806 16813
Dabt securnbag 76,019 B5.754
Equeiy sacuribes 11,548 pr
Ot _ san wsw
Asnets pledged at 31 Dec 241,539 106,668
Amourt of habiltiee sourad 208,438 162 058

The table above shows assets where a charge has been granted to secure labilties on a legal and contractual basis. These transactions
ara conducted undear terms that are uzual and customary 1o collateralized transactiens including sale and repurchaza agreamants,
sacurtias landing, derivative marngining, and includa azzate pladgad to caver short pocitione and to facilitate sattlermant processes with
claaring houses.

Heng Keng currancy notes in circulation are secured by the dapocit of funds in respect of which tha Hong Kong Governmant carificates
of indebtadnece are hald,

Financial azsate pladgad az collateral which the countarparty hae tha right 1o call or rapledge was HEEE3Z, 194m (2018 HKT54,553m),
Assets transferred

Transferrad financial assets not qualifying for full derecognition and associated financial labilities

018 18

Carrying amount of: Carrying amouni of
Tr Transfarred Aapocited
nssets linbdlitios aEEats Iabslnw
HHE$m HHK$m HIZgm HEgm
Repurchabs noream ants 98,929 94,256 A2 83,116
St it lnding A MEmanta 15,270 114 G002 GO
114,159 54,410 77184 54,566

The financial aszets shown above include amounts transfarred to third partes that do not qualify for derecognition, notably debt
securities held by counterparties as collateral under répurchase agreements and equity securities lent under cecurities lending
agraaments. As the substance of these transactions is secured borrowings, the collataral assets continuae to be recognised in full and the
ralated liabilities, raflacting the group’s obligation to repurchasza the transfarred azsets for a fixed prica at & future date, are also
racegnised on the balance sheet. Az a result of these transactions, the group 15 unable to use, sell or pledge the transferred assets for the
duration of the transactions. The group remaing expesed to interest rate rick, credit ek and market rick on these pladged instruments.
The countarparty’s recaurca iz not limited 1o tha trancfarred aseets.

Collateral received

Aszzats accepted as collateral relate primarily to standard securities landing, reverse repurchase agreaments and darivativa margining.
Theze tranzactions are conducted under terms that are usuwal and customary to standard securities lending, reverss repurchase
agresments and dervative margining,

Fair value of collateral acceptad as sacurity for assats

2018 L

HK§m HEKgm

Fair valse of collaters] parmisted to sall or rapiados o the ebaenas of dafeul BEE, 63 12243
Fair value of coliatern] actunbly sold or repladged 895154 112,852
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MNotez on the Consolidated Financial Statements

13 Investments in subsidiaries

Main subsidianies of the Bank

Tha group’s nbenest in
el ENans Al

Placa of noorporagion Prncipal aciaety  registaned or chariar capRal
Hang Beng Beak Limited Hang Kong Bankng B 4%
HSEE Bank [Chane) Compary Lim gad Pazpha’s Republic of Chinn Banking 1008
HEEL Bank Maleyen Barhad Malnyan Bankng 1008%
HSEG Bank Austmin Lmtd HAuatrnln Beniong 1008
HEEBE Bank [Tomwan] lentad‘ Tawmn Elaniong 100
HEEC Benk [Singaporel Lm hed Sngapom Eankng 1008%
Aatam &t barmits and
HSEE Lifs [Intamaticnal) Limzsa’ Barrisdn ifa ssumnce 100%

I Hald indirectly.
All the above subsidiaries ara included in the group's conzolidated financial statements, All theze subsidiaries make thair fmancial
statemants up to 31 Decembar,

The principal places of business ara the same as the places of incorporation excapt for HSBC Life (Internationall Limitad which oparates
mainly in Heng Kong,

The proporicn of veting rghtz hald ic the came ac tha prepontion of ownearchip intarect hald,

The main subsidiaries are requiated banking and incurance antities in the Azis-Pacific region and, sz such, &re requirad ta maintain
cartain minimum lavalz of capital and liquid aszets te support their operations. The affect of thase regulatory requirements is to limit the
extent to which the subsidiaries may transfer funds to the Bank in the form of repaymant of shareholder loans or cash dividends,

Subsdmry with significant non-controlling intarest

2019 208
Hang Seng Bank Limited
Propostion of ownenshp nterests and voling rghts hald by non-cortioBng intamsts X7.06% o7 B
HEEm HE5m
Profit atinbutable to non-gontrolhng niberests 9,386 G144
Accumuinbed non-combolng intereste of tha subeiBay 53,363 56,760
Dmvicinds pord 1o non-controling nteats 5,646 B0eE
Summarized financial information (befors intra-group eliminations):
= totn] nesate 1.678,721 1 E71,257
= fotel lmbinws 1,497,804 1,408,120
- Pyt opamtng neoma badors changs m expacted cradit basss and other aredd mpaiemant charges 43,549 A4 A5
= profit for B year 24,823 Zd. 168
— gbhar comprabensas mooma for tha yeer 2376 400
= totel compeahargovg mooma Tor tha yeor 27,1598 24,568
14 Interests in associates and joint ventures
Associates
2018 2015
HH$m HEgm
Share of nat ossets 144,154 1a0062
Goadwill 3. TET G867
Impasmant 24 2d)
A 31 Das 151, M7 42055

The abova balance reprezantad the group's interasts in azsociates.

Principal associate

The grows’s Manst © seued thane
Pl of DOrEora i speam

Btk of Cormmunatona Ca., Lirutad Paopk's Rapubles of Thean 18.05%

Bank of Communications Co., Ltd, is histed an recognized stock exchanges, The fair value represents valvation based on the quoted
markat price of the shares held {Leval 1 in the fair value hiararchy} and amounted to HE378,311m at 31 Decembar 2015
{2018 HK$55,086m).
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Bank of Communications Go., Limited {'BoCom’)

The group’s investment in BoCom is claszified as an aszociate. Significant influence in BoCom was establiched via represantation on
BoCom's Board of Directers and participation in a Technical Cooperation and Exchangs Programme (TCEP’), Undar the TCEP, & numbar
of HSBC staff hava baen seconded to assist in the maintenance of BeCom's financial and operating policies. Investments in associatas
are racogrised using the squiy mathed of accounting in accerdance with HKAS 28 wheraby the investment is intially recognized at cost
and adjusted thersafter for the post-acquisition change in the group's share of BoCom's net assets. An impairment 1est is required if
thare iz any indicatien of impairmant.

Impairmeant testing

At 31 Decambar 2015, tha fair value of tha greup’s invastmeant in BeCom had baen balow the carrying amount for approxim ately
aight years. As a result, the greup performed an impairment test on the carrying amaunt, which confirmed that there was no impairment
at 31 Dacamber 2015 az the recoverable amount as detarminad by & valus-in-uga ["VIL') calculation waz higher than the carrying valua.

AL

11 Dec 2019 3 Daz2018
Carrying Fair Caryng Fair
v value walue WL valua walua
HE§ba HH b HESbn Hxgen HE§Ee HESEn
BolCaom 167.8 Ta8.4 78.3 1413 ‘-SE;E BE1

In future perieds, the VIU may incréase or decreaze dépanding on the effect of changes to model inputs, The main medal inputs are
described below and are based on factors observed at pericd-end, The factors that could result in a change in the VIU and an impairment
include a chor-tarm under-parformanca by BoCom, a change in regulatory capital requiramants, or an increasa in uncartainly ragarding
the future performance of BoCom resulting in a downgrade of the future asset growth or profitability. An increase in the discount rate as
a result of an increaze in the risk premium or risk-free rates could alse result in 8 reduction of VIU and an impairment. At the point where
the carrying value exceade the VIU, impairment would ba recegnized,

If the group did not have significant influence in BoCom, the investiment would be carried at fair value rather than the current carrying
valus.

Bazi of recoverable amount

The impairmant tast was parfermed by comparing the recoverable amount of BeCom, determined by a VIU calculation, with itz carrying
amount. The VIU calculation uses dizcountad cach flow projections based on management’s bect ectimates of future eamings availabla
te ordinary sharehalders prepared in accordance with HKAS 36, Significant managoment judgement is required in armving at the best
asztimata. Thara ara two main compenants 1o tha ViU caleulation. The firet componant iz managamant's bact aztimate of BaCom's
sarnings which iz bazed on axplicit forecasts over the short to medium tarm. Thiz results in forecast earnings grovwth that iz lower than
recant historical actual growth and alzo reflects the uncerainty arising from the current econome: outlook. Earnings bayond the short to
medium term are then extrapolated in perpetuity using 8 long-term growth rate to derive a terminal value, which comprises the majarity
of the VIU, The second component is the capital maintenance charge ('CMC") which iz management's forecast of the sarnings that need
to be withheld in crder fer BeCom te maat regulatery capital requirements ovar the ferecast peried (i.e. CMC iz deductad whan arriving at
management’s estimate of future sarnings available to erdinary shareholders), The principal mputs to the CMC caloulation include
astimates of azset growth, the ratio of risk-weighted azcets to total assets, and the axpected minimum regulatory capital requiremaents.
An incraaza in tha CMC ac a recult of a change to thesa principal inputs would reduce VIU. Additionally, managemeant considars othar
factors (including qualitative factors) to ensure that the inputs to the VIU calculation remain appropriate.

Kay assumptions in value-in-use calculation
Wae used a number of assumptions in our VIU calculation, in sccordance with the requirements of HKAS 36:

= Long<tarm profit growth rata: 3% (2018: 3%) for pericds after 2023, which does not excead foracast GDP growth in mainkand China
and iz consistant with forecasts by extarnal analysts.

* Long-tarm accet growth rate: 3% (2018: 3%) for pericde after 2023, which iz the rate that azcets are axpectad (o grow to achiave leng-
tarm profit growth of 3%,

= Dizcount rate: 11.24% (2018 11.82%) which iz bazad on a Capital Aszet Pricing Modeal ("CAPM’) calculation for BoCom, uzing markst
data. Managemant alzo compares the rate derived from the CAPM with discount rates from external sources. Tha discount rate used
i within the rmnge of 10.0% to 15.0% (2018 10.4% to 15.0%) indicated by external sources

* Expected credit [osses as a parcentage of customer advances: 0.95% {2018: ranges from 0.73% to 0.75%) in the short to meadium
tarm and reflact incraases dua to the US-China trade tanziens and BeCom's actual results. For paricds after 2023, the ratio iz 0.76%
{2018: 0.70%), This ratio was ingreased to provide greater weighting to the most recent data peints and analyst foracasts

* Risk-weighted assets as a percentage of total assets: 61% (2018: 62%) for all forecast percds. This is consistant with BoCom's actual
razubtz and slightly highar than tha foracacts dicclozed by axtarnal analysis.

= Cost-imcomea ratio; ranges from 37.1% to 38.8% (2018: 38.7% to 39.0%) in tha chort to madium tarm. This iz clightly abeva BeCom's
actunl results in recent years and within the range of forecasts disclosed by external analysts,

* Effective tax rate; ranges from 12.0% to 17.0%:{2012: 13.8% to 22.3%] in the shert to medium term reflecting BoCom's actual results

and an expacted increazs towards the long-term assumption. For periods after 2023, the rate iz 22 5% (2018 22.5%) which iz slightly
higher than the historical average.

* Capital equirements: Capital adequacy ratio: 11.5% (2018: 11.5%) and Tier 1 capital adequacy ratio: 9.5% (2018: 9.5%), based on the
minirmum regulatory requirarmants,
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MNotez on the Consolidated Financial Statements

The following table shows the change to sach key assumption in the VIU calculation that on its ewn woukd reduce the headreom te nil:

My nasumption Changes 1o key nasumption 19 reducs headraom to i
= Long-wrm profitgrowth mis = Decresss by B8 bagis points

* Long-term sseetgrowth rame * [ncreage by T bass poinis

= Discount rate = Incrense by 118 bosis points

= Expected credit losses os @ percentage of customer sdvances = Incrense by 15 biss points

* Risk-weighied pesets 88 8 perceniags of toisl Bssets = [ncreags by B07T bass points

o CORT-IRCOME Mo o Inereags by 303 besis points

= Long-wrm affective oo rate = [ncrenss by 876 bosig points

* Capdml requirements — capital adequacy mio o [ncreags by 114 bagis points

= Capgiml requirgmnts - Bér 1 capital sdequacy b = Incrénse by 167 bosis points

The following table further illustrates the impact on VIU of reasonably possible changes 1o key assumptions. This reflects the sensitivity
of the VIU to each key assumption on 15 own and it is possible that more than one favourable and'er unfavourable change may occur at
tha came tima. The zalected rates of reaconably pessibla changes te key assumptions are largaly based on extarnal analysis’ forecasts
which ¢an change penod to peried.

Favourslle change Unfavourable chsngs
Increase In Dacrenss n
viu wiu viu viu
bipas Hi§ba HE$bn bps HE$bn HHfbn
:.P‘;:!_'_I.EII'I'\ prafe growth rats — — 167.8 -50 {10.6) 157.2
Long-tanm aasat growth rate =11 1006 i17a.4 - - 187.8
Chacount mte <54 10.9 178.7 +56 9.9} 157.9
2019 to 2023 2019 1o 202%
S0 108
2024 onwards: 2024 onwards:
Bpucted credt losses an o peicantage of customar edwences T 7.5 1753 o {9.4) 150.4
Fek-waghted apsals &8s 8 percantags of 1onl etasts 06 2.9 1707 +12 {0.4) 167.4
Compt-wsom s it 173 .7 1755 +95 {9.4) 158.4
Long-tanm affectie tax rats =352 7.8 17568 +250 {56} 162.2
ERCNADE o NSl b redaur Tarm - comgameid annusl geowih eaty’ + 107 348 171.6 =36 {18, 9) 148.9
Cepdnl requiamants = capital edequacy ratio - - 167.8 » 357 {64, 1) 1057
Cepdnl requaamants = Bar 1 copie] sceguacy nyba - - 167.8 ] {47.2) 12006
At 31 Decambar 2018
Long-tarm prof& growth rate « 100 P i85 A A 12858
Long-tanm ndaat growih rbe -10 &0 145 3 +100 1217 1136
Diacaurt mis -143 P 165G 7 +28 [%0] 157 3
£016 1o £l 018 w0 2027
i (ix}
023 ormaarde 2023 arvamrds
Expacted cract iopsds 88 b DarCHmtnge of cUSIOMGr BIVNGE = 0 146 3 7 7 5] 153 4
Fak-waghtad aasats 860 parsantags of o181 sEsls -140 41 145 4 + I 2 <3} 13 0
Cogt-sssonm g raks -160 ] 1501 +2000 1105 130 4
Lng-tanm affeitae DX i -dal 63 146 6 #2640 I 5| 156 7
Enrnnpze i shast o medasm tarm - cormpound orrunl geowth ata’ =J04& 81 145 4 3545 114.2] 1471
Capdnl sagquinirments - camitn| edaguasy rtio - - 1413 =250 134 4| 1018
Crpdnl requiramanta = bar 1 oaprind sdeguscy bao - - 1413 sdd] 26 2] 1181

1 Based on management's expiicd forecass over the short ro medium term.
& Comparatives on 31 December 2018 have been updated to algn with the 20013 approsch to describe the imoact of the change in isolation,

Considering the interrelationship of the changes set out in the table above, management estimates that the reasonably pessible range of
VIU iz HES144 2bn to HK$177.2bn (2018 HKS121.4bn to HK$153.5bn). The rangs i basad on the favourablafunfavourabla changes in the
esarnmgs in the short to medium term and long-term expected cradit losses a5 a percentage of customer advances as set out in the table
above. All other long-term assumptions, the discount rate and the basis of the CMC have been kept unchanged when detarmining the
reazonably possible range of the VIU,

Selected financial infarmation of BoCom

The ctatutoery accounting refaranca date of BaCom it 31 Dacambear. For the yvaar anded 31 Decarmbar 2018, tha group included the
aszociate’s results on the basis of financial statements made up for the 12 months te 30 September 2019, but taking into account the
financial affect of significant tranzactions ar avants in tha pariod frem 1 Oeteber 2015 10 31 Decambear 2019,

92 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015

2771377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn

Selected balance sheet information of BoCom

A3 30 Sap

2018 2016

HE$m ST

Gaph and balencas 8t gantral banks BTFa,230 G den

Losna and schesncas to banks and cthar finencal instiuhons B, 420 e R

Losna and schancan to custom s 5,689,981 Lo S e ]

ki ekl Addita 3,394,004 3185002

Otk segslz 215,310 R TR

Tatal assals 11.1"&!&3 1 (LE%E HEE

Dapeste by Banks snd athar linengesl et tutons 2,262,654 2384068

Custormnar sooourts 6,765,782 497 118

Othar financml lebil tas 1,028,377 TaaETe

Jthar linbidian 170723 JE4.EED

Total lsbilities 10,234,536 B, 80,040

Total squity’ BB0,417 03525
T Due ro the adoption of HKFRS T8 the equity balance of BoCom as at 1 Janwary 2018 was reduced by HKS708m

Raconciliation of BeCom's net aszats to carrying amaount in the group’'s consalidated financial statermnants
A 0 Bap

2018 2018

Higm HiEgm

Tha growp's share of ardnery sharaholders’ agusy 144,727 13681

Dioathvll 3,687 3.763

Carrying amount 148,414 1agaa

Selected income statement infarmation of BoCom

For tha 12 monthe ended =50 Sap

2018 208
HHgm HEgm
Nat mbarast mocoma 161,079 161233
Net foa and commiason meome 50,233 4B 345
Chengs in axpected crednt losses {58,603 [43,807]
Dapréeciston end amorhsation {15,152} [B012]
Tox saparse {12,822) [1d.1 78]
- profe for tha yaar 87,556 [EAFF]
= e comprahengis INComa 2,470 1,450
Total comprehensive income 90,026 98512
{!mdtrdn.rnmnw;d._i_:&ﬂ_&hrﬂum 4,810 j_,l{?.?_
Ar 37 Decambar 20718, the group’s share of assocaanes” conmngent hablives was HKE305, 231 m (20 18 HKE313,469m)
15 Goodwill and intangible assets
Goodwill and intangible assets include goodwill arising on business combinations, the prasant value of in-force long-tarm insuranca
buzinass, and other intangibla assets,
2019 k]
HHgm HKgm
Soodwall &M% &40
Pragsant volus of ndorce long-temm meusence busnass &1,07% ABRZD
Othar intangibila sesate’ 14,353 10860
At 31 Dec 81,643 65,104

1 Included within ather intangible azsers = imtarnally generated sofmaare with & nar carmang value of HKSTT.851m (2018 HKSE.010m). Buring the
vaay, capialisation of internally generated softvware was HKSE 218w (2018 HKSS, 499 and armartization wias HKS2 284m (2018 HKS1,566m),
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MNotes on the Consolidated Financial Statements

The present value of in-force long-term insurance business

When calculating the prazant valua of in-forcae long tarm ["PVIF') inzurance buzinezs, axpacted cach floves are projacted after adjusting for
a variaty of assumplionz made by each insurance opearation to reflect local market conditions and managament's judgement of future
trands, and uncartainty in the underlying assumptions is reflected by applying margins (as opposed to a cost of capital methodelogy).
Variations in actusl axperience and changes to assumptions can contrbute 1o volatility in the results of the insurance business,

Actuanal Contrel Committess of each key insurance entity mest on a quarterdly basis to review and approve PYIF assumptions. All
changes to non-gconomic assumptions, sconomic assumptions that are not cbservable and model methedology must be approved by
tha Actuaral Contrel Cammittes,

Meowvamants in PVIF

18 8

HHfm HEE®

Jig mt 31 Dac 48,522 a4 531
Impact on tranmiton to HKFRS & IR E18)
At 1 Jan A48,522 44,585
Changss in PYIF of lng-term inturancs business 12,546 4529
= wh ks of naw DusReRR Withen duing the yebr 8,779 B34
— axpated ratum’ {5531 H.650
_l;r-mmpl.-c-n chenoul Bnd EXparencs varmnoes jses balow) 8,386 1,183
= ather sdustmaents |1_"2|
Exchange difaunces md o E—i Tita
At 31 Dac 61,075 =

! ‘Expected return’ represents the umstnoing of the discouwnt rate and reversal of expected cash flows for the period.,

Aszumption changes and axpariance variances
Included within thiz line item ane:
& HEZEB29m (2018 HKR439)m), directly offzetting regulatery-dnven changes 1o the valuation of labilities under insurance contracts.

# HE3282m (2018: HK$32,568m), reflecting the future axpacted sharing of returns with policyholders on contracts with discretionary
participation featuras ('DPF'), te the extent this sharing iz not already included in liabilities under insurance contracts.

» HES$275m (2018 HE$(1,974)m), driven by other assumptions changes and exparsancs varances.
Key assumptions used in the computation of PVIF for the main life inscurance operations

Economic assumptions are set in a way that is consistent with observable market values, The valuation of PVIF is sensitive to observed
market movements. The following are the key long-term assumptions used in the computation of PVIF for Hong Kong insurance entities,
baing the main life insurance operations:

018 18

o %

Waghted evarage nek fres rate 1.84 P
Wasghted snvarage risk discount raty 5.44 TR
Expunas mfkstion 3.0 300

Sensitivity to changes in economic assumptions

The group sets the risk discount rate applied to the PVIF calculation by starting from a risk-free rate curve and adding explicit allowances
for risks not reflacted in the best-astimate cash flow modelling, Where the insurance operations provide options and guarantess 1o
palicyhaldars, the cost of these options and guarantees is an axplicit reduction to PVIF, unless it iz already allowesd for 8z an axplicit
addition 1o the technical provisions required by regulators, Soe page 49 for further details of these guarantess and the impact of changes
in aconomic assumplicons on our incurance manufacturing subsidiaries.

Sensitivity to changes in non-econemic assumptions

Palicyholder liabilities and PVIF ara detarmined by referance to non-economic assumptiong, including mertality andfor morbidity, lapze
ratet and expenze ratez. See page 50 for further detailz en tha impact of changes in non-economic atsumptions on our insurance
manufacturing eperations.

a4 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015
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18 Property, plant and equipment

- ===

2078

HE$m Hitgm

Overd propary, plant snd sgugmant’ 128,803 112,080
Othwir right-of-uas annatel H,327 L
At 31 Dec 137,930 112,080

T ilnciuded lsasahold and and buddings af HKET 18, 264m for which the nghes of use are considerad sufficiant To consitute comtrel, Thay are
therefore presented as owned assets.

2 The groug adonted the requirements of HKFRS 18 on | Januwary 2079 and recognized leaze Rabilities and the amocited right-of-use aszets in
reiation ro laazas wiveh had prevously been clazsiied as ‘operating laases” in accordance with HKAS 17 Laases’,

Mowvamaent in ownad property, plant and squipment

2019 A8
Lamd ard  Investrment Land and IEITRnT
buildings properties Equilpment Totl bukdngs propanties Equpment Total
HEfm Hikm Higm HKEm Hitgm HEZm HK [*7
Cost or valuation
e 3 Dac of prior year a4, 637 12,878 22,728 125,640 87818 12,817 22817 122,853
impact on trenaition to HEFRS 16 16,284 - - 16,284 WA LT Ay My
At 1 Jan 110,321 12,875 22,728 145,924 SR.ENG 12517 A2E17 132063
Emchangs and ot sdastmeants 113 12} [152) (283} 14971 1 2} ]
Ackditions 1,034 a3y 1.853 3,334 in 27 1,067 1545
Urapoanls 2} = (903 (905} | = [E44] [1.005]
Transfars’ - - {5, 6.04) {6,804} 111.426) Hed] 11,590
Elmnatson of scoumuletad depracmtbon on
rawn luad Innd and buikdings (4, 3046 - - 4. 306} [Z61E] - - eI
Sumlug on revalumton 4,426 153 = 4,580 10,626 [z — 11266
Rasingalaateng 119 {125} = {10 118 11251 - [l
At 31 Dse 111,473 13,335 16,922 141,730 &4,0a7 14815 12,926 V@G0
d o imtion
73 - 17,487 17.560 210 - 18,307 16817
._m::-& and othar sdustmants [} 2y {589 (S50) 21 = faat ] m‘l'
Chemge for tha wemr - 4,312 = 1,308 5,620 2643 i 2085 45RE
Dhaponnla (1] - (B74) {875} nek| — B 111
Tronatars - - {3,822 {4.822) i niA WA, K
Ehrrursitsan of ssoumulatad depracedlon on
vakied and ond bukings (4,309 = = 308 2sl) - - e
M3iDec . o ST £ S S 1 RN )
Net book value ot 31 Dec 111,388 13,335 3,678 128,603 3,564 12 875 5,241 112 080

T Inboth 2018 and 2014, certain properties and equipment have been transferned ro & fellow subsidiany as part of the Recovery and Resolution Plan
a4z 227 out in the Reporr of the Directors. The balance represented the carnying value of these properties on the dare of transfer,

The carryeng amount of land and buildings, had thay been stated at cost less accumulated depraciation, would have besn az followe:

2019 018
HK§m HE§m
Cost luan socumyiated dapreciabon 16,605 1E281

Valuation of land and buildings and investment properties

The groeup’s land and buildings and investmant proparias were revalued az at 21 Decarmber 2019, The baziz of valuation for land and
buildings and investrmant properties was open market valua. The resultant values are Lavel 3 in the fair value hierarchy. The fair values for
lamd and buildings are determinad by using a direct comparizon approach which values the propartiag in their recpectiva axisting ctates
and uses, assuming sale with immediate vacant possession and by making reference 1o comparable sales evidence. The valuations take
into account tha characteristics of the proparies (unobsaneable inputs) which include tha location, size, shapa, view, floor level, yaar of
completion and other factors collectivaly, The pramium ar discount appliad 1o the eharacterictics of the preparties is within minus 20%
and plus 20%. In detarmining the open market value of investmant proparties, expected future cash flows have been discounted to their
prazant valusz, The nat back valus of "Land and buildings’ includas HKS7 859m (2018 HKS2,274m) in recpact of propamiaz which wars
walued using the depreciated raplacemant cost method,

Valuation of land and buildings and investmant preparties in Heng Keng, Macau and mainland China were largaely carmed out by
Cushman & Wakefiald Limited, whe have recant axparianca in tha location and typa of propaniez and who ara mambarz of the Hong
Kong Institute of Surveyors. Thic raprecants 33% by value of the group’s proparties subject to valuation, Other proparies weare valuad by
differant indepandeant profassicnally qualified valuers.
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MNotes on the Consolidated Financial Statements

17 Prepayments, accrued income and other assets

2018 k]

HH§m Higm

Prapaymants end ssznmd insoma 28,326 i1 EET
Bullian 53,183 E0,058
Accapbencas aind andsmamants A7, =02 £4. 401
Rensurers’ sham of lisbildes under neumnes contracts inote 3] 25,282 12,052
Currant tnx sssatn 1.521 1517
Sttt ASEoUME 27.289 23,583
Cegh oolmtaral and mssgmn moavabien 35,6249 a20a7a
Othar apssts 28,551 ad 220
At 31 Dac 248,258 20443

Prapaymants, accrusd incoma and othar azsete ineluded HKF185,4597m (2012 HK3159,482m) of financial azsets, tha majority of which
wara measurad at amonised cost,

18 Customer accounts

Customar sccounts by countryftarritony

2018 2015
HH§m Higm
Hong Keng 3,694,175 3,087 807
Mariand China 376, 380 A58026
Sirgapons 378,303 331 478
Augtoabe 180,637 161,746
inda 116,330 111,257
Malaysm 113,907 108,853
T s 114,250 108537
ndonioss 36,881 29843
Cithar 221,51 202,062
At 31 Dac 5,432,424 6207 556
19 Trading liabilities
2018 208
HHEm HESm
Dapoaits by banke' 159 1,168
Custoriss sosounts’ 1,150 773
Nat ghart SopiinanE o gacurilsgg BE,223 78559
R Dhe 87,532 1154
1 Depasis by banks” and "Cusiomer accounts” indlude rapas, stock fending and ather amounts,
20 Financial liabilities designated at fair value
2018 2018
HH$m HEEm
Duposits by banks snd customarn scoounts Ta, 781 H2,198
Dabt sacurdmn in Ssua 48 508 AP NRY
Lebditien fo oustomars undar rvastment cortacts ar.024 P
A 31 Dae 160,291 161743

The carrying amount of financial labilities designated at fair value was HK31,216m higher than the contractual amount at maturity
{2018 HK32,232m lowar). The cum ulstive loss in fair value attributable 1o changes in cradit risk was HK35m loss (2018 HK$177m gain).

a8 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015
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21 Debt securities in issue

2019 2016

HHgm HKgm

ands ard mobdium -Daim Fote 90,365 75,580
Qb ghalit Sl s o B 65,074 24,555
Tatal dabt securitios in izsus 155,439 100,506

nhugad withen

= finBneint lisbiliten dessgristed ot fair vebua [rots 201 m fd2 3

At 31 Dec 106,933 65 256
22 Accruals and deferred income, other liabilities and provisions

2018 ams
HH$m Higm

Accrusis and dafarred mooma 25,600 28502
Accaptances and endomsaments 47,358 A4 4%
Battlemant scocounts 35,807 aF e
Cagh colinters! and mesgin peyablas A0, 200 28813
Shara-besed peyment hnbilty to HSBC Holdngs plio 1417 1823
Lasass baltiddma 9,291 KA
Othet It 41,667 AT521
Feowasons Sor babidwa nnd chanpea 1,796 1405
At 31 Dec 203352 1 96,665

Accruals and deferred income, cther liabilities and provisions included HE$195,122m (2012 HK$184,221m) of financial labilities which
ware measured at amonised cost.

Mewvamant in provisions

Restructuring

coEtE e Total
Provisions (excluding contr I i Ta) HE§m HH$m HE$m
Ar 31 Dec 2008 74 640 714
Additons 583 383 S48
Amturis utilsaed {402} (] {487
Urniad Bmounts revarsad 29 254} 283
Exghangs and othwr movemanta 2 128 130
At 31 Dee 2019 208 812 1,020
Contractual comm itments
Ard Dae 20ME aa
Nat ahangs 0 axpeched Sradd laie provigon and atfdl movamants a5
At 31 Dee 2019 776
Total Provisions at 31 Dac 2019 'II?"
B3] Dac 207 192 b £ &T2
Additions " L] 450
Amounts utdsed ()] =1} 115E]
Urrussesd memaunts ravemad 87 } [Erin]
Exchangs and othar movermants B =] (k]
A3 Decding [ E0 T4
Gontmetusl cammitmants’
A3 Decdin? b4
Impact on trenaiton to HEFRS § 48T
Net changa i axpoeabed aredit foes provison and othar movaments 160
Ar 31 Dac 2008 a1
Tartal Prossgeons st 31 Dea 2018 1,406

T The confractual commitrnents provizion 8t 31 December 2017 represanted HEAS 37 provisions on off-balance sheet loan cormmiments amd
guarantees, for which expected credit lasses are provided following rransition to HKFRE 9 on 1 Janvary 2018
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MNotes on the Consolidated Financial Statements

23 Subordinated liabilities

Subordinatad liabilities iscued to third pariez measured at amortized cost conzist of undated primary capial notes and other loan capital
having an original term to maturty of five years or more. Subordinated labilties issued to Group entities are not included in the below.

2019 ki

HEEm HXEm

LISy Lingdntad Tlaatng rete prmeny cogital notes 31a 153
\F‘f‘ﬂ{v:l‘_‘m Finad rata 45 0E%G) subordnated bonda dus 2027, csllsbl from 2002 a2 SAR
At 31 Dec 4,066 .06

1 The imterest rate on the MYRS00m 505% calable subordingted bonds due 2027 will increase by 1% from November 2022,

24 Preference shares

Irredearnabla prafarence charag, issued and fully paid

Z08 2018

HEEm HKSm

At 1 Jmn a8 21,007
Corwartad f bousght baok during tha wasr (D6} 20, 578)
Exchenga mnd othar movamants {2} =6
“At 31 Dac - = £

A1 the baginning of the yvear, there was INRE270m (2018 INRE70m) of authorized prefareance chare capital, compricing B. 7m compulsorly
convartible preference shares ("CCP3') of INR100 each in the share capital of a subsidiary, HSBG InvestDirect Sacurities {India) Private
Limited {'HSBC InvestDirect’). The COPS wera izsusd and fully paid in 2009 81 & nominal value of INR100 each. During the year, all CCPS
weere converied inta fully paid squity shares of HSBC InvestDirect at par,

25 Share capital

2018 HE

HKEm KM

Prid up share capatal in HEKS 116,103 116,103
Prid up share capitnl in LSS 56,232 B8 22
A 31 Dec 172,335 1723556

Ordinary chares izsued and Tully paid
018 2015

_— Hic4m Mumbsr Heetey .
A 1 Jan 172,335 46,440,991,798 161,060 46,440,991,768
Fadam plon ! Bought Back of prafedeiss et — - 20,97 -
Ar 31 Dac 1715335 E&ﬂ'l:m 172306 A5, 840,821 750

1 Paid up share capital in US55 represents preference shares which were redeerned or bought back wa payment out of gistributable profits and for
Wil BhE SmoUnt Was transfarred fram rerainad aarnings 1o shave capnal in accordance with the requirameants of the Companies Ordinance,

There wera no neaw ordinary chares icsuad in 20159 (2018: nill, The helder of the ordinary shares ic entitlad 1o receive dividands ag

declared Tram time Lo time, rank agqually with regard 1o the Bank's rezidual azsetz and are entitled to ona vole per share st charahalder

rmaetings of the Bank.

a8 The Hongkeng and Shanghai Banking Corporation Limited Annual Report and Accounts 2015
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26 Other equity instruments

Othar equity instruments comprize additicnal tier 1 capital instrumants in iszua which are accounted for as equity.

2019 Fuith: ]
L _hkam
I:.Eﬂ Dmm Fbu'llng rn’u 1 pat lpluh.u.-l n__j:-_.:!_dr_\q e koan, oo l:,ullubl-u 1'r_ulllﬂ:q_c 204 9 1 - :]‘f';_?%._
lJ_'_S'!’BIIIm Fh:!nlng ru..u P lpnb.lul wubar ﬁ:.‘_\E EE"'_?';_"_';EI,E::T:_P"': ﬂlilﬁi‘_!éi\.LI — E:?,_B,II_
.USSHIIIM Flaatiig ru1.|u padipatuad subordvaied ban, callobla froem Now 2'3?3 — 7048
USHE0m  Floating rate paspatunl sutsordnated koo, callabla from Now Finricl - ame
USST0m  Flosting rate padpatusl pubkasdnated loan, onllsbla from Dac gy - £ 481
USHE00m  Fioating rete porpetusl subordnated koo, callabla from  Mow 204 - &4 585
USST1.000m Fuad mte perpatus| subordinated lonn, calisbls from Mar 2005 7.8 =
USSEIM0m  Foued mte perpatues| subordineted kan, cababla from Sap 2025 7063 =
USS700m  Fotad ms parpatusl pubardinated lban, calalils from Mar 2026 5,487 -
USHEOOm  Focwd mde parpatisl subondinated lanm, calisbly frorm Mar 2026° 3,905 -
USSE00m Fitad mate perpatusl pubandinatsd o, caliabls from Mey 2':'2?4 4,685 -
USSI00m  Foced mte parpatisl subordimated lanm, calisbls from Sap 2024 7044 -
USST1.700m Fiad b parpatusl subedinstad koam, calisbla from Jun 20847 8,617 -
At 311 Dec 44,615 26AT
T These suborcinated loans were eanly repaid in the first half of 2008
2 Interest rate foed at & 05%
F Inrerest rate ficed ar £571%
4 [nrerest rave fixed at & T7.2%
& [Interest rate fived at 5.87%
& Inrerest rate ficed ar 6.03%
7 Inrerest rate fixed ar 5%

The additional tiar 1 capital instruments are parpatual subordinated leans en which coupon payments may ba cancalled at the sola
discretion of the Bank, The subordinated loans will be written down at the point of nen-viability on the eccurrence of a trigger svent as
dafinad in tha Banking (Capital} Rulaz. They rank highar than ardinary chares in tha avant of a wind-up.

27 Maturity analysis of assets and liahilities

Tha following tabla providez an anahlysiz of conzolideted total assetz and liabilitiaz by residual contractual maturity at the balance shaet
date. These balances are included in the maturity analysis as follows:

+ Trading assets and liabilities {including trading derivatives but excluding reverse repos, repos and debt securities in issue] are included
intha ‘Due not mere than 1 menth” time bucket, bacause trading balances are typically hald for short pencds of tima.

= Financial asseis and liabilities with no contractual maturity {such as equity secuntiaz) are included in the 'Due ovar & yaarz' tima
bucket. Undated or perpetual instruments are classified based on the contractual notice penad which the counterparty of the
instrument iz entitlad to give. Where thare iz no contractual notica period, undated or parpetual contracts are included in the
'Due ovar 'S yaars' tima bucket,

* Non-financial assets and labilties with no contractual maturity are included in the "‘Due over 5 years’ time bucket,

#* Liabilties undar insurance contracts are included in the ‘Due over S years’ time bucket, Liabilities under investment contracts
are classifiad in accordance with their contractual maturity, Undated investment contracts are included in the 'Dua over S yearz' tima
bucket, however, such contracts ara cubject to surrendar and transfer options by the policyholders.
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MNotes on the Consolidated Financial Statements

Maturty analysss of assets and labilities

Cusover 1 Dusoverd Dueover § Dusover® Dusover 1 Due over I
i bt memths nrornths medvtha . year but  years but
Due not ot mons st ot bart not but not  not mone nat mare

mora thami than 3 more than  mone tan  more than than 2 than 5  Dues ever S
manth months & menths 8 months 1 year years yEars WEAFD Totsld
HK$m HE§m HE$m HH§m HHK$m HE §m HE$m HH$m HK$m

Firansial assats

Caph pnd balances ot cantrel benks 202,748 - - - - - - - 202,745
MamE in tha courss of aollction from athar

barka 21,140 - - - - - = - 21,140
Heng Kong Sovarrant cartficates of

ndebtadness 258 9449 — - - — - - - 2948 544
Timding nepits 618856 2,253 1,219 - - 433 - - 622,761
Drarvatvms 275,698 115 p: L] 28 a1 32a 300 - 280,642
Finoncinl assata deaignatod nnd oty ranes

mendatority massured ot feir value thiough

pratn ar o 8,883 393 1,330 538 706 4,605 10,273 126,383 153,51
Reverss repurchease sgraemants = non

medang 260,718 ar.168 2,322 6,858 11,772 9,824 3875 - 422,333
Loans and sdvancs b banks 180, 357 46,565 23,409 19,174 15,502 F0,078 0,097 3,783 328,905
Lonns and sdwences to customara 843208 356953 205,049 143,180 141,455 04,111 795 421 950 458 21.720875
Francisl mvstments 201,558 408,723 186,055 F0,822 85,853 1475048 Fi0, 388 437 248 1,900,358
Amounts dus from Croup companss TH.081 3,043 1,18 78 - - 38511 180 o7 632
Seommd smooma and othaer fmencml sssatn il 16T 30,048 15,451 3,535 1,847 1,265 572 4074 165 457
Fimancial assets at 31 Dec 2019 2,903,402 943259 546289 246,112 261,325 6470906 1,134.847 1,522,144 8205284
Mon-Tnarce| sessls ! i = = = = = 456,430 455,430
Tatal mssets ot 31 Dec 2019 2,903,402 943,259 546,288 246,112 261,375 647,906 1,134,847 1978574 6.661.714
Financial liabilities

Heng Kong currency notes o carculabion 298,944 _ - - - - - - 2948 044
Mams N tha course of Transmsss=on 19 othar

banka 25578 = - - - - = = 25,578
Fagmarchiads B rararilE - fon-Lsdeng 0,565 13 2,713 1,568 437 — - 7974 1086, 396
Dapoaits by benka 168,344 8474 1.888 an 5 52 26 — 179,819
Cughomad sostunts 4657 422 467,294 190,450 45,681 42, 479 18,388 i, T 00 — 5,432 424
Tieding batahtias 87532 - - - - - - - 87,532
Darvatvas 2590,/808 113 15 41 73 I3 GE2 180 282 231
Fnancial bebi s depigrinted at feir valos 30,5234 24,493 12173 4,8%3 4,654 18,962 12,703 43809 180,291
Dbt secutitin in msua 5113 31,769 18,818 5614 T1.757 17,038 17.840 3188 106,933
“Amounts dus 1o Groug companies 86,108 32414 248 37 118 35 79,308 110,808 311,074
Accrunis ond othat fnencinl abditiaes 114,974 38,591 18,130 5,573 4,848 3,704 4,626 4,678 195,122
Subordnnted babitien’ - - - - - - - 4,065 2,065
Prafarancs shams - - - - - - - - -
Tatal financial liabilities at 31 Dec 2013 5,866,910  G06279 244,441 63,375 50,419 58,518 125,665 174,801 7,200,408
Morefrsrimi abi. = = = = = - ~ 582,025 562,025
Total liskilities at 31 Dec 2019 5,068,910 606279 244441 63,375 60,419 58,518 125,665 756628 7,782,433
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Maturity analysis of assets and labilties {continued)

Duaower 1  Duaowerd  Dusowe § D orvar I
monthbut  monthebat  morshebut Do over 8 Dus ower | Yoy but
Dusnot  astemoss  notmon  potmom months but yearbuinot  nogmone
mang than Than 3 Fish 8 han 9 noT mane e than 2 man 5 Dus owar G
e e o monthe  Ban 1 year yaan e yuars Total

HEGm HEgm Hiden HEgm HE3m Higm HESm HKEm HKgmn

Firenca! assets

Cash and balancis 81 cantral banks 206,880 - - - - - - - 206,650
ftarna in tha cowrss of collacton from othar

banks 208,580 - - - = - - T 26,580
Hong Kong Govammant gart ficetes of

Rabadad bt Z80,654 - - - - - - - FE0BE4
Trdiig naasts 4, BE 1963 1.7 - - B0 - —  EAEESE
Daznrtns £41,61% B 17 L& 17 Sk 18 24 5 BT

Finnncai assats deasgnated snd otharvas
et nbon by maseingd B8 fnr value through

profit or foss 8,508 24 1408 BY6 .12 Rt h] 1.2 105,854 ER=i o
Ravaran mpuichass sgrasmsents - nen-dradng S50.850 LR 16,065 4586 L arEet 2,000 - A5 T
Loans and advances 1o banks 171475 EE.118 17,859 11,374 19247 2oy 26,555 5320 306,151
Lomrs and schances to customans BIE.T16 JE3, 164 268,711 168123 1646, 456 0L EGE TETIEY BrG00E 3,628,702
Firancal rvastmars 06, 408 4109, I65 165 206 Bl 236 Fialil 2EEME FATEET J66.407 1B RE
Amourts duws from Sroud companss 63,160 G477 B3 ] - i T&8 = T, 6565
Accrusd ncoms and othar fasndial sebsla VO &510 A3.A52 1 BED 2B .18 1,071 apd G 168,483
Firencal oasets et 31 Dec 2018 2535, 445 §18.042 GOE2T 262127 PE0035 EER0ET  1,907048 1966656 7.BM0.E04
Non-fmancal sessts - - = = - = - e ] Shg BR0
Toinl essets mt 31 Dec 2018 2 HAR,£45 §18.012 50621 262,127 250,085 EEEOET 1107088 1,745,448  §FE38454
Financnl lmbiddes

Heang Bong cufrancy mobil i bt £, 554 — — — — — — — 0,654
harne 1 tha coures of tenemiskan b othat

banks 33.806 - - - - - - - 351,606
Repurchess agreamants = non: fedng L7 rad 1,168 A 5ER &5 - - - foare
Dapogite by banks 164,915 2416 3503 2098 1260 &3 a0 - 164,654
Gustomar secounts 4547, 062 L, 204 160,730 2900 61,662 18011 1660 16 B207 658
Trsding labidas \1.194 — — — = — — — w104
Daraminras 234,112 a0 BT 280 207 2038 414 - 286553
Firnrzal babddan dangnbtod at feir valus ki) 23447 210 FET3 104 TEEL 168314 T, A0 BB 1403
Dabt secuntas in e 2,531 6267 2,670 aEd G818 165313 18,063 o, 164 S8.23E
Amounits des to Broup compenas 120, 504 a3 081 12598 o] 27 {1 F1LET 1023, 323 aEEART
Moorusle and othar finsncas| inbi tas 11639 A0 EEE 16241 a.642 4,423 1,718 1.164 FALl] TEL 231
Subardineted lmbiltms’ o - = - - = ) 5,133 4,081
Prafarance shares - - = - - - - BE ag
Firance! lsbities at 31 Dac 20168 6717,004  BOGES6 204,343 52,158 78,552 GLAB0 133841 148912 6908262
Non-linancal Taiditsn — - — — — — 12,252 613260

Totnl ketnlitas ot 51 Dac 2008 6, 717.104 503,555 04,3485 2.5 fokair B2 450 13341 GEL G4 7450504
T The mazurity for subsrdinared labilities iz basad on the sarliest date on wivich the group is required 1o pay, ie, the callable dars,
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MNotes on the Consolidated Financial Statements

28 Analysis of cash flows payable under financial liabilities by remaining contractual

turiti
Due over 1
mmaanth bt
not more  Dus between
Dum nat mare than 3 Jand Dua betwsen Do wfter
than 1 manth montha 12 months 1 and 5 years 5 yERrS Taotal
HH$m HH$m HHKEm HKEm HEL§m HKEm
At 31 Dec 2019
Hong Kong curnengy motss o carculation 298,944 - - - - 298,993
Hams i the coursa of trenemiescon to othar banis 25578 - - - - 25576
.%ﬁurmwlnmamqm = nonetmdng 90,675 31N 4,857 - 8,068 10673
Dapiaits by bahks 169,744 B,474 1,960 a4 - 180,262
Customad soaounis 4,664,306 46T, 2949 283,081 31,564 = 5,996,245
Tiading leatabting 87,532 - - — o 87,532
Durvot i 290,018 "3 Fi B4 180 25T
Fenricinl balilisen Sengrnbad al fear walss 39,636 24,493 22,589 32,873 44,188 163,779
Dabrt securdien in Ssua 5418 31,789 33,538 IE 214 2,892 110,831
Arnounts dus to Group compansn 98,361 a4 5,344 100,805 126,897 383,821
Cithar firmnces| habildas 109, 482 3,591 2515 B313 A, 758 186,857
Subordinated sbitue 29 - B 457 5,780 8,361
5,879,715 B0E,279 3ITTATZ 211,156 193,570 7,267,896
fLonm and o1l aredit-raloted sommimants 2,750,332 - - - - 2,750,332
Fnncinl guaranass 49,199 - - - - 449,199
BE79.250 H06.279 ATz 211,156 193570 10,067,427
Prapormion of chah (owa phyani n pariod 5% 5] A5 2% "H'
A3 Dwa 2018
Heng Kong curtincy notes n ovuisbon _____ 280,054 = = = I
:'I.um': n t."-.u aourna of t'urm'r-u:llm 10 othar blun:-ul o B - - - - -.?:I.B!JE.
Aaguarchiass agaemants - ot msdeg B, 360 i3 5,454 - - ToEAT
Dapoaits by banka 155, M 2418 EFFE 157 - 166558
Cugtamar sozounts 562,15 BagaEa PRl 24157 & BB
Tmding lmtsitian Bi,154 = —_ . = B, 454
Darivat vaa 254, 444 o0 Tix ] 1,754 = 208009
Frarcial babildses dengrmted at faar yalus 23,410 2o ddT A, L55 SBT3 Ja44 166,662
Dabt sacuatrtms it dsus F0d4E B.487 12,026 aF 40 1581 62,016
Arnounts dus to Broud coOmpanea 121,063 So.081 ] BEATE 137417 441,570
Dthat firstsal habiltias 10F.2654 A0 Gad sy .60 1,184 1T6AGR
Sutordnnted lebitne 2 = 55 125948 A3 GOTE
Prafarance shares - - g8 - - ]
&, HEI8) B9, B9 R AEETE 186891 B0, 400
Loan and othar gredit-releted commimanta FEE R - 2ar - = 2580 300
Franoiel gusrariess Ly ] - = - = &7 084
BAERI18 B8, 605 a39,461 205,613 165,581 5,618,666
Prapotion of cae Tows peysbs in paricd 5% &% &% 2% 2%

The balances in the above tables incorporate all cach flows relating to principal and future coupon paymants on an undiscounted basis
{exccapt for trading labilties and trading darivativas). Trading liabilitiez and trading denivatives have been incleded in the 'On demand”
tima bucket &z they are typically hald for shont periods of time. The undicounted cash flows payabla undar hadging darivative liabilities
are classified according to thedr contractual maturity. Investment contract liabilities have been included in financial liabilities designated
at fair valua, wharaby the policyhaldars hevae tha cptions te surrandar or trancsfer at any time, and ara repored in the ‘Due aftar S years’
tima bucket. A maturity analysiz prapared on the bacziz of the aarliest possible contractual repayment date (azzuming that all surrendear
and transfer options are exercized) would result in all investmaent contracts being presented as faling due within one year or less. The
undizscounted cach flows potentially payable under loan commitmantz and financial guarantes contracts are claszified on the basziz of tha
earliest date they can be called, Cash flows payable in respect of customer accounts are primarily contractually repayable on demand or
at short notice.
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29 Contingent liabilities, contractual commitments and guarantees

e

019 208
Htgm HE$m
Gunnantass end contmgans labilnsis
- {inencial guarentags’ 48 155 G G8a
- parfgmmancs B ofar p.-.m-'nnrun:' 2066272 =i 265
= ofhar contngant lagditas 3255 48
At 31 Dec 318,770 A B48
Carmm firanhe
- docurnariany sredde and Ehon-temm rade-related beneactons 2455 23200
- Torwaid skl purchassd and foasa id fenwncd dedckas pladad 30268 14,087
- wrdawm Torma | Eandy facoitse, cradid higs ared othds somimitmants 1o langd 2,697 609 2520853
At 31 Dec 2,750,332 2EE3 208

T Financial guarantees aré contracts that requive the ssuer to make specifed payrments fo reimburse the holder for & lozs incurred because #
specified debror fals fo make payment when due it accordance with the onginal or rmodified tarms of & debe instrurment. The amounts in the

2 Performance and other guarantees include re-insurance letters of credit related to particular franzactions, rede-relsted lefters of credt issued
Wwithour provison for the sswng entity 1o retain it fo the undenlying shipment, parformance bonds, bud bonds, standly lerers of crecht and other
transaction-relsted guaraniesas.

3 Includes HKE1, 630.005m of commitments at 31 Decenber 2018 {2018 HES1490,71 1m) to which the impairment requirerments i HKFRS & are
apphed where the group has Bacome Pary 1o an irrevosalila eomrErment,

The above table discloses the nominal principal amounts of commiments (excluding capital commitments). guarantees and other
contingant Babilitias, which rapresant the amounts at riek chould contracts be fully drawn upon and cliente dafault, The amount of the
commitments shown abova raflects, whare relevant, the axpectad level of take-up of pre-approved facilities. Az a significant portion of
guaranteas and com mitments is axpacted 1o axpire without baing drawn upon, the total of tha nominal principal amounts is not
reprasentative of future liquidity requiraments

It also reflects the group’s maximum eaxposure undar a large number of individual guarantes undertakings. The risks and axposures from
guaranteas are capiured and managed in accordance with HEBC & overall eredit rick managament policies and procaduras, Guarantess
are subject 1o an annual credit review process.

Cther contingent labilities at 31 December 2019 included provisions made in relation 1o legal and regulatory matters as set out in
note 8.

30 Other commitments

Capital commitiments

At 21 Decermber 2018, capital cormmitmants, mainly related fo the commizment for purchaze of premises, were HKS7,413m
{2018: HK$7.212m).

31 Offsetting of financial azsets and financial liabilities

Financial azzatz and financial liabilities are offset and tha net amount iz reportad in tha balance cheet whan thare iz a lagally anforceable
rigiht to offzat tha recognized amountz and thare iz an intention 1o zettla on & net baziz, or realize the azcat and cettla the liability
simultanecushy ("tha offset criteria’).

Tha “Amounts not sat off in the balance sheet’ include transactions wheara:
= the countarpany haz an offsatting expecura with the group and a master natting or similar arrangameant iz in place with a right 1o et
off anly in the avant of default, inzolvency or bankruptey, or the offeet criteria are otherwize not satisfied; and

* inthe case of dervatives and reverse repurchasa/repurchase, stock borrowingflending and similar agreemants, cash and non-cash
collataral haz bean recaived/pladged.

Far rick manageamant purposas, the net amounts of loans and advances te custemears are subjact to limits, which ara monitored and the
relavant customar agree ments are subpect to raview and updated, as necescary, to ensure that the legal right to set off remaing
appropriate.
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MNotes on the Consolidated Financial Statements

Offsetting of financial assets and fmancial Fabilites

Ameunta subject to ent ble neting 4 it
Amounts not offeet in the

balance shest
Nt Aiasaits mot
[T subject to
reparted in enforcenbles  Dalance
Gross  Amounts  the balance  Financisl Nencash  Cash Met netting shem
amouts otizet shest arr Total
HKSm HKSm Higm HKSm HiK$m  HHEm H$m HI$m HKEm
At 31 Dec 2019
Anancisl assets®
Durvatvas 304,173 (132,0872) 251,301  (213,468) (8,155 (150700 14,610 290,341 200,642
RM|mru: o, Btok Barrowing and similsr
pgraamants &lessed i 470,307 {17,867) 452,640 = [451,866) [12%) Bag 20,387 473027
= fmding ossain 28,779 t:ﬂ 28 689 - (28,680 —_ 9 - 20,689
- nonctmding sssets 441,828 | (7.5 423,851 - | {42318 :1259] G40 30,387 | 444,338
854,880 (150,539 703,941  (213.466) (460.021) (15,195 15259 49,728 753,669
Financisl liabilities”
Durivetvas - 396,052 (132,872) 263,180  [213,488) (13.444) (14,238 22,032 20,051 282,231
Aapos, slock wdng snd aemilar
B faarnante  leasTed o 148,626 [17.667) 130,859 — (130,395} [EFd] 5X3 43022 173981
— tmding lob lites 1,978 ;:5 1.888 =l e - B5 - 1.sBa
- nentmding Inbidtes 146.648| (17, 123,071 = {12857 {37y 458 43022 | 172,093
S 544,678 (150,530) 394,139  [213,468) (1438430 (14,275 22,555 72,073 486,212
A2 31 Dee JME
Francnl amats’ i
Darvelvhs 0T (120405 280,590 BRI 663N |31.B0Y) 14,153 52350 252869
Revarss rapos, Sio0k bomowing ond smmijlar
B0 raG AN tE 4 aee Teed i 444,711 31,285 A5, 42 - [413.374) 4] L F4 FHaEd 443,260
- tmdng nesetn [ 2311z = 2Nz -] 100§ o 12 -] z3anz
nontmding aseats ] _."r?.‘.-.?*.'—”‘| i1 E’!?.‘.J.-?JEJ B -~ R M I ?1?&@?[ _.e_ﬂ.u*-??.@|
25, B0 B73,558 EOREI)  [419.031) |31 ,B4%) 14,311 B2207 738,363
Frnngind kabiltes”
Darnntvag 351,064 20,405 270,850 L B S (== I R = a5 AE0 ansa L EEE
Aepos, stock lendng and amilar
B rahGMEnie & laeeTed g 1486, (26 3,383 194,743 - 114,548 €] 151 FEERED 141,208
_E'_||_-:|_r_|;;|_lib_|f!!:_lus 2,023 - 2,023 - | =:2.’¢G.'|‘:i - 18 - 2,085
nontinding lebdtes 144,003 11,287 112,720 - | 125414 14] 176 28680 | 120280
6080 (161633 66,598 EOROSE  NE4LI06  1TETEE) 5641 B1.660  ADGREE

T These éxposiires conninue fo be secured by financial collateral, but the group may not have sought or been alife o obiain a legal opinion
evidencing enforcealliny of the affzarnng right.

2 Amounts preserted in the balance sheet includied balances due from Group compamnes of HKSBS, 124m (2015 HKS 103, 358m).

F Amourds presented in the balance sheet included balances due fo Group companies of HKS133 693m (2018 HAS139,410m,

32 Segmental analysis

The group's Executive Committes ('EXCO') reviews operating activities on & number of basasz, including by global businass and by
countries. Global busineszes are cur reportable zagments under HKFRS 8 'Oparating Segrments’.

Basis of preparation

The Executive Committes EXCO’) iz considered the Chief Oparating Decision Maker ("CODM') for the purpose of dentifying the group’s
reportable segments. Global business results are assessed by the CODM en the basis of performance measured in accordance with
HEFRSs. Although the CODM reviews infermation on a number of bages, business performance iz acsezced and capital resources are
allocated by global buziness, and the segmental analysis iz presented on that bazis. The glebal businesses are therefore considerad our
raperable sagments under HEFRS 8 'Operating Sagments’.

Qur oparations ara clozaly intagratad and, accerdingly, the presantation of data includes internal allocations of cantain itams of income
and expenses. Those allocations include the costs of certain support services and global functions 1o the axtant that they can be
maaningfully attnbuted to oparational business lines and geographical regions. VWhile such allocations have besan made on a systamatic
and conzistent bazic, they necezcarily invelve a degree of cubjectivity, Costz which ara nat allecated to global busineszez are included in
the 'Corporate Centra’.

Wheara relevant, incoma and expanza amounts precanted include the resultz of inter-cegment funding along with intar-company and
inter-busziness line tranzactions. All such transactions are undartakan on arm’s langth terms. The intra-group elimination itams for tha
global businesses are presented in the Corporate Centre.
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Our global businesses

The greup prevides & comprahanzive rangs of banking and related financial zarvices to itz custornears in itz four global businezzes, The
products and servicez offered to eustomers ara organized by theze global businesses.

+ Retail Banking and Wealth Managemeni {"REWM'] offers a broad range of products and services to meet the personal banking and
waalth management neads of individual customears. Typically, customer afferings include parsenal banking preducts {currant and
savings accounts, mortgages and personal loans, credit cards, debit cards and local and international payment services) and wealth
management sarvices (insurance and investment produsts, global asset management servicas and financial planning services),

= Commarcial Banking ('CMEB’) offerz a broad range of products and services to sarve the needs of our commarcial custemers, including
small- and madium-cized snterpricas, mid-market anterprices and corporates, These include credit and landing, internaticnal trade and
receivables finance, treasury management and liquidity solutions (payments and cash management and commercial cards),
commmercial incurance and invezimentz. CMEB alco offers itz customers accascs te producis and zarvices offered by other global
businesses, for example Global Banking and Markets {'GBEM'}, which include foreign exchange products, raising capital on debt and
equity markets and advisory services.

* GB&M provides tailored financial solutions to major gevernment, corperate and institutional cliantz and private investers worldwida.
The client-focused business lines delver a full range of banking capabilities including financing, advisory and Wransaction Services, a
markels business that provides services in credit, rates, forsign exchange, squities, money markets and securitios services, and
principal investmant activitias.

* Global Private BEanking ('GPE") provides a range of services ta high nat werth individuals and families with complax and internaticnal
naads within the Group's priority markats.

* The Corporate Centra was established to align certain functions of the group. The Corporate Centre includes Balance Sheet
Managemant, cartain interasts in associates and joint vantures, as wall as the resuliz of our inancing oparations and central suppor
costs with associated recoveries.

Parformance by global business iz prazentad in tha ‘Financial Review" saction.

Infarmation by gecgraphical ragicn

Rest of Brviren s ment

Heng Hong AslaPacific alimination Totsl
HEgm HKgm HE$m HE$m
“For the year ended 31 Dec 2019
Tetal opamsbng noems 218,525 81,030 {18} 298,537
Peadit Balors tax 88,957 A7 476 — 136,433
At 31 Dec 2019
Tistal ddista 8,221,486 3155975 {T15, 707} BLEE1, T4
Tetal kainlitae 5,724,204 2,773,936 715,707} 7,782,433
Cradit commitmanta snd conbingant lsbdtes [contract smaounts) 1,708, 308 1,363, 784 - 3,089,102
For tha yamr endaed 27 Dec 2018
Totn! opamtng nosma 156 240 ToFT 2 238) 258 A08
Prodit balors tax BRO7 45 E6E - 134,583
Ard1 Dac 2008
Tl eiguta 6,008 554 2550 966 [F93.3651 BLABDAGL
Toetnl kainhias &550,720 267319 |T13,565) 7,460,554
Cradit commitmants pnd coniingant lansiss (e smounts| 1,664,501 1.2T381E - EEREBED
Infermation by countrgltarrtany
qun.m' L BT g Hﬂﬂz
For tha yaar andad 31 Dac At 31 Dac
2018 2018 2018 215
HKSm HICEm Hitgm HK3m
Hong Kang 147,456 142,656 132,935 110,126
Marisnd Chies 18,153 17,663 158,215 a7 Ada
Australin 7,337 7,664 2,130 HZ5
din 9,339 J.E80 2,339 1854
Indonama aro 3,702 3,533 aEEE
Mulayme G107 [ali] 1,830 BE2
Zingepora 10,776 10,063 2800 1.415
T 3,064 3608 Xm0z 22
Othar 13,448 11,0189 3421 2076
Tatal 213,381 210655 310,414 271547

1 Revenue (defined &z 'Wer operating incorné before change in expectad credit losses and other impairment charges'] = stnibutabie fo countries
basad an the locanon of the principal opararons of the branch, subsihary, SSTOCIaTe OF JOi Ve,

2 Non-current assets consst of proparty, piant and equipment. goodwil. ather /tangible assels, imerests in asrociates and joint vertures and
certain orther assers,
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MNotes on the Consolidated Financial Statements

33 Related party transactions

The group's related partias incheda the parent, fellow zubsidiaries, associates, joint ventures, post-amployment banafit plans for tha
group's amployeess, Key Management Parsonnel { KMP') az defined by HKAS 24, cloze family mambers of KMF and entities that are
controlled or jointly controlled by KMP or thair close family membaers.

Particulars of tranzactions with ralated parties ara set cut balow.
{a) Inter-company

The group iz whelly owned by HSEC Asia Haldings Limited, which in turn is & wholly-owned subsidiary of HSEC Holdings ple
{incorparated in England).

Dwuring 2019, over B,500 employees parforming shared sarvicas in Hong Kong have baan transferred from the group to a separate sarvice
company, HSBC Global Services (Hong Kong) Limited (the "ServCo’), which iz a fellow subsidiary of the Group 21 up in Hong Kang as
part of recovery and resclution planning to provide functional suppor services 1o the group. There were no changes to employment
tarms and conditions or pansion benefits az a result of these tranzfars. For the year ended 31 Decermbear 2013, tha group recognized a
management charge of HK$15.718m for the services provided by ServCo, which is reported under ‘General and administrative

axpanses’ (2018 HK31,098m), mainly in relation to the remuneration and other costs associated with emplovess and assets transferred
to ServCo.

During the year, the Bank has completed the restructuring of itz internal regulatery capital and loss-absorbing capacity {'LAC]-skgible
dabt and equity instrumants such that thay ara all hald by s immadiata parant, HSBC Asia Heldings Limited, im ordar to comply with
tha Financial Institutions (Rezolution) (Locz-abserbing Capacity Requiramaeants — Banking Sector) Rules which came inte operation on

14 Decembar 2018,

The group enterad into transactions with its fellow subsidiares in the normal course of business, including the acceptance and
placamant of interbank deposits, correspondent banking transactions and off-balance sheat transactions. The activities wara on
substantially the same 1erms, including interest rates and security, as for comparable transactions with third-party counterparties,

The group shared the costs of certain IT projects with its fallow subsidianes and alzo used certain processing services of fellow
subsidiaries. The Bank also acted as agent for the distribution of retail investment funds for fellow subsidianies and paid professional fees
for services provided by fellow subsidiaries, These transactions and sarvices are priced on an arm's length basis,

The aggregate amount of income and expenses arising from these transactions during the year and the balances of amounts due to and
fram tha relevant partias &t the yaar and wara ag fallews:

2018 2018
lirmiedinte  Litimate holding Fallow Imenadiae Lienags holding Fallow
¥ Py bl I Rokding company SOy subsidaras
HE§m HH§m HK§m HEgm Hichm HEm
Income and expenzes for the year
Enturgat mocemia 1 (] 1,450 - = 1220
Intarest expensa’ 1,678 2067 2.0x2 1,583 g 1) 1881
Foq moomes _ - 2,383 = a2 2547
Fan axparnss - - q 2046 = = 1,163
Mat mooma from finencisl metrumants hald for
Sradeg o7 maneged on e far valua basis — 2 152 - & 1269
Cthat opgratng incoms - o776 ] = 1.0248 251
ithar oparatng n:fp-nr‘wn“ - 3,846 31,8557 - o405 13882
At 31 Dec
Ansets - 823 151,054 = 27 148,122
- vndng ndEatE” - &7 1,988 - 123 11 Gl
~ st Emis - B33 63,652 - - 78254
S —— — 123 85,453 — 04 BgL42
Liabilithas 189,690 1,290 187,550 - 264 5AT 212558
— umdng lab litss” - - 22 - a kir)
= finarcial lnbilibes dasigrated a2 far veie™® 128,237 - E: ] = 57 005 204
daramtons lsbditas - - 67,418 - 70,220
athar babaitias™ 1.492 1,221 119,500 - 28,000 180551
= subardnted labiites 51,961 ] - - 71,467 20,234
- prafarence shares [ = - = - = 08
Guarentygs - - 19,178 - - 1408
Cosmmidrmants - - 2,388 - - 1419
T Inreresr expenseé included ditribution on preference shares and intérest an subordinated abidies,
2 In 2078, payments of HKS428m (2018 HKS4589m) were made for sofiware costs which were capialised as imangible assets in the balance shear
of the group.
3 These balances are presented under “Amounts due fromde Group companies” in the consalidared balance sheear.
4 The balance ar 3T December 2018 included subordinated abiines of HKS 126 237m o meer Total Loss Absorbsng Capaciy (TLAC ] requirements

(2078 HKEST. 085m). The carrying amount of financial iabilities designated at fair value was HIS7 482m higher than the contractual amount at
marunty (2018 HKF1.289m). The cumulanive loss in fair value artnbutable to changes in credi risk was HKS2, 313m (2018 HKEZT10m). The
halances are largely under Level 2.

The balance ar 3T December 2018 included subordinated Nabilties of HKSET. 261m to meer TLAC requiraments (2018 HKS78 450m).

The fair value hierarchy of sszers and labiities ar amortized cost are under level 2 and the fair value has no material difference wirh carrying value,

o
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{b) Share option and share award schames

The greup paricipates in various chare aption and chare plans oparated by HSEC whereby chare optianz or chares of HSBC are granted
to employeas of the group. The group recognices an axpanca in raspact of theze chare options and share awarde, The cost borne by the
ultimata holding company in respact of share options is treated as & capital contribution and is recorded within 'Cther ressrves’. In
raspact of share awards, the group recegnises a ability to the ultimata helding company ovar the vesting penad, This Lability i
measured at the fair valus of the shares at each reporting date, with changes since the award dates adjusted through the capital
contribution account within 'Other recerves’. The balancet of the capital contribution and tha Eability at 31 Decamber 2019 amountad to
HE$3,396m and HK$1,417m respectively {2013: HK33,147m and HKE1,923m respectively).

{c) Post-employment benefit plans

At 31 Decembar 2019, HK$2.1bn (2018: HK312.3bn) of the group”s pest-employmant plan assets wers under managemant by group
companias, aarning managamant fasz of HKE22m in 2019 (2018 HKE29m). At 31 Decamber 2019, tha group’'s pest-amploymant banafit
plans had placed deposits of HKE581m (2018 HK3485m) with its banking subsidiaries, sarning interast payable 1o the schames of HK

33m (2018: HK$2m). The above cutstanding balances arose from the ordinary course of business and on substantially the sama tarms,
including interast rates and securily, as comparable transactions with third-party counterpa nies,

{d) Associates and joint ventures

Thea greup prevides cartain banking and financial sarvices to associates and jeint wentures, including loans, ovardrafis, mterast and non-
intarazt bearing depocits and current accountz. Details of intarestis in aczociatas and joint veaniluras are cat out in nota 14,

The diselesure of tha year-and balance and tha highest amounts autstanding during tha yvear i& considerad to ba the most masningful
information te reprazant the amount of transactions and outstanding balances during thae year.

Trancactions and balances du ring the year with ascociates and gint venturas

2018 2018
Highest balance Balance st Highas! batmncs Balanca at
during the year 31 Decemiber during the paar 31 D
HE$m HK$m HESn HRE
Amounts dus from ssaconbes = unsubordnated 34,813 18,001 AT 250,497
Arncuris dus 10 slkocietee 18,602 4,016 165821 2,141
Camm dmants 1 1 1 1

The above autstanding balances arose in the ardinary course of business and on substantially the same terms, including interest rates
and sacurity, as comparable tranzactions with third-party counterpartias.

{e) Keay Management Parsonnel

Kay Managamant Parzonnal ara dafinad ac thooe parcons having authority and respenzibility for planning. directing and centrelling the

activities of the Bank and the group. It includes membaers of the Ecard of Directors and Executive Committes of the Bank and the Board
of Directarz and Group Managing Directors ef HSBEC Haldings ple.

Compensation of Key Management Parsonnel

2019 8
HH§m HEgm
Zalanas arsd olfes shot-tiem banaf e 336 pcr)
Pogt emplioyment banaiits ] 10
Taamination banafie 1 -
Eharo-based peymaents 104 27
Total 350 A5
Transactions, arrangemants and agraamants involving Kay Management Parsannal
2019 28
HHKSm HE3m
During the year
Highasl svarags nsaate’ 43,949 A7V 52
Highast svarags habiltas’ 47,211 46261
Contibubon o ¢ oups profit Delons tex 1,144 BG
At the yaar and
Gunrsntass 777 1060
Comm Emants 5275 2841

T The disclosure of the highast average balance during the year iz considered the most meaningfi information fo reprasent fransactions duning the
Yo,

Transactions, arrangaments and agreements are entered into by the group with companies that may be controlled by Key Management
Parsonnal of the group and their immediate relatives, Thece trancactions are primarily loans and depogits, and were enterad into in the

ordinary course of business and on substantially the same terms, including interest rates and security, a5 comparable transactions with
persons or companies of a similar standing or, whare applicable, with other employeas. The tranzactions did not mvolve mora than the

normal rick of rapaymeant or presant othar unfavourable featuras,
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MNotes on the Consolidated Financial Statements

Change in expected credit losses recognised for the year, and expected credit loss allowances against balances cutstanding at the end of
tha year, in respact of Key Managemaent Parzonnal ware insignificant (2018: insignificant).

On 8 October 2019, HEAP actad as Joint Global Ce-erdinator and Undanwriter on aggragatad EURA.25bn and GEP200m Sanicr Nota
issuances for CK Hutchison Group Telecom Finance 5.4, in 6 tranches, with tenars of 4 to 15 years and coupen rates of 0.375% 1o
2.E25%. CK Hutchizen Group Teleeem Finance 5.4 ic a wholly-owned subsidiary of an astociated bedy corporate (CK Hutchizan
Holdings Lirnitad) of Mr Vietor Li, 8 non-executive Diractor of the Bank.

{fi Loans to directors

Directers are dafinad as the Directors of the Bank, its ultimate holding company, HSBC Heldings plc and intermediate holding
companias. Leans to directors also include loans to companies that are controlled by, and entities that ara connactad with thase
directors, Particulars of leans to directors discloged pursuant 1o section 17 of the Com panies (Disclosure of Information about Benefits of
Directors) Regulation are as follows:

DODrEJab BTN DU 8L WARETLETS BOIOITS BTNt

21 Dac outlanding during Bha ysar
2019 2018 2018 2018
HE$m HEE HHEm HESm
Oy tha Dank’ 4,530 1231 4,730 §.360
By subsdinnas L] B L] 10
4,536 1238 a4, 738 B30

1 Comparatives have heen re-presanted o include certain halances previously not included

These amounts include principal and interest, and the maximum l@bilty that may be incurred under guaranteess,

34 Fair values of financial instruments carried at fair value

Control framework

Fair values are zubjact to & control framework dezigned to anzura that they are either determined, or validated, by a function indepandant
of the risk taker,

Where fair values are determined by reference to externally queted prices or cbservable pricing inputs to models, independent price
detarminaticn or validation iz utilizad. For inactive markeis, the group sources altarnative market informatien, with greatar waight given
te information that = considered 10 be more relevant and reliable. Examples of the factors considered are price obzervability, instrumant
comparability, consistency of data sources, underlying data accuracy and timing of prices.

Fair value of investment funds are sourcad from the undarlying fund managars which are bazed upen an assessment of the underlying
invastass” financial positions, results, risk profile and prospeacts.

For fair values detarmined using valuation madals, the control framework ncludes developmant or validation by independent support
functions of tha modal logic, inputs, moadal cutputs and adjustments. Valuation modaels are subject to a process of due diligence bafore
becoming operational and are calibrated againct external market data on an ongoing bagis,

Changes in fair valus are genarally subject 1o a profit and loss analysis process and are disaggregated into high-level categories including
portfolio changes, market movements and other fair value adjustments.

The majerity of financial instruments measured at fair value are in GEEM. GBEEM s fair value governance structure comprizas its Financa
function and Valuation Committeas, Finance is responsible for establishing procedures governing valuation and ensuring fair values are in
compliance with accounting standards. The fair values are reviewed by the group's Valuation Committees, which conzist of indepandent
suppon functionz. Within GBEM, theze Committees are ovarsaan by the Group's Valuation Cemmittea Reviaw Group, which congiders all
matarial subjective valuations, The insurance business alzo holds portfolios of financial instruments for which the valuations are
zubjactive and an Investmant Valuation Committea evarseas thoze fair values.

Financial liabilities measured at fair value

In cartain circumstances, the group recerds is own daebt in izszue at fair value, bazed on quoted prices in an active market for the cpecific
instrument. YWhen quoted markst prices are unavailable, the own debt in issun is valued using valuation techniques, the inputs for which
are aither baged on quoted prices in an inactive market for the instrumant or are estimated by comparison with quated pnces in an active
markel for cimilar instrumantz. In both caces, the fair valus includes the affect of applying the cradit spraad which iz appropriata to the
group's liabilities. The change in fair value of izsuad debt securities attributable to the group’s own credit spread iz computed as follows:
fer each sacurity at sach reporting date, an extarnally verifiabla price iz obtained ora prica is derived uzing credit spreads for similar
securties for the same iszuer, Thaen, using discounted cash flew, sach security is valued using a Libor-based discount curve. The
diffarance in the valuations is ettributable to the group’s own credit spread. Thiz methodelogy is applied consistently across all zecurities.
Structured notes issued and certain other hybrid mstrumaents are included within 'Financial liabilities designated at fair value” and are

maacurad at fair valua, The credit spraad applied to thesa instrumeants iz derivad from the spreads at which the group iszues structurad
notas.

Gaint and loscas arising from changes inthe eradit zpread of liabilities izzsued by tha group revarse over the contractual ife of the dabt,
provided that the dabt iz not repaid at a pramium or & discount,
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Fair value hierarchy
Fair values of financial asze1s and liabilities are detarmined according 1o the following higrarchy:

= Laval 1 — valuation techniqua using quoetad market price; financial instru ments with queted prices for idantical instremants in active
markets that the group can access at the measuramaent date.

= Lavel 2 - valuation technique using obzervable inputs: financial instrumants with quoted pricas for similar instruments in activa
markets or queted prices for identical or similar instruments in inective markets and financial instruments valuad using medels where
all significant inputs are cbservable.

#® Lavel 3 = valuation techniqua with significant unobserable inputs: financial instruments valuad using valuation techniques whare one
af more significant inpuls are unobservabla

Financial instrumaents carriad at fair value and bases of valuation

Fair Valua Hieranchy
Lavel 1 Level 2 Larvel 3 total mﬁ Total
HE$m HK$m HESm HESm HE$m HKEm
At 31 Dec 2018
Annats
Trading nEmats 426,072 196,132 557 822,781 - 622,761
Darmmtrvas 2,282 213,242 833 216,357 64, M5 20,642
Financinl assels dasgnatad and otharwse mandatosdy
mansurad 81 far walis trough profit or loss 89,152 12,068 Izzm 153,511 - 153511
Firancal nvestmarts 1,086572 383, B804 5,622 1,465, 9098 - 1,485 5908
Liahilities
Trading linbiltias’ 78,111 8,421 -— ar.5x - BT 532
Darmmtivas 2,802 219,498 2,422 224,812 B7.419 2092231
Firancal labdtan demgrn tad et fsir vnlua® —_ 130,720 20,571 160,291 - 160,201
AL Dac 2008
Aggats
Trading [— a6, e 16 E4T #28 E5E BSE - E5Ea5E
Darwmtves m_ _M - aate 308,450 1306 F1ET 70534 #5255
Financal apsets desgneated and othwrensd mendatonly
maaserad ot far walue through prolit or loss 75,1085 je-R- o) 21,1665 15665 = 132 558
Firancal nvastmarts 1,748 438 SEZ 450 & 10 1,503 638 = PO ERE
Listribtiga
Treding lisbiltias T4OME B.818 - B, 104 - a1, 164
Darmmtvas 3,348 230,048 1842 o] FLiger{i] AR RRD
Firmrsal babddns dengnnted at i valus' - 1538, 7TE 2181 161,143 - 161,143
T Amounts with HEBEC Group entities are mof reffected hare,
2 Dervatives balances with HEEC Group ennbies are largely under ‘Level 27
Transfars betwean Leval 1 and Leval 2 fair values
Azats Linbiliges
Dhesignated
and
otheraise
rmmnedatarily
Financinl Trading messured Trading Designates ot
immestments assets  at fair veluo Carivatives limbititins fair walisn Crorivartives
HE%m HE$m HHE$m HE$m HHEm HHEEm HKSm
L ETIER— —
Traefars from Laval ¥ o Lawal 2 32,281 9,198 - — 1 — —
Traatars from Laval 2 to Leva! 1 16,872 15,069 2,359 = 599 = =
Ard1 Dac 26
Trensfara froem Laval 1 to Lewal 2 G oes 1,385 - - DAY - -
Trenafara from Levald to Lewal 1 121,857 18,109 as = are = =

Transfarz batwean lavals of the fair valua hiararchy are deamed to occur at the and of sach quarterly repering pariod. Tranzfars into and
out of levels of the fair value hisrarchy are primanly attributable 1o changes in chservability of valuation inputs and price transparency.

Movements in Leval 3 financial instruments

There wers no matenal transfers between Level 3 and Level 1 or Level 2 as a result of change in abservabiliy of valuation inputs,
sattlement, nor matarial gainzfloss recognized in the income statementfcther comprahenzive income during tha year in ralation to
financial instruments carriad at fair valua in Lavel 3 (2018: immaternal). The increaze in Leval 3 aszets was mainly dus to the purchaze of
private squity fund and other alternative investmants of HK$11,463m (2018: HK312,200m) o back policyholder lmbiltties to support
grewth in the inzuranca buciness.
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MNotes on the Consolidated Financial Statements

Fair value adjustments

Fair value adjuctmants are adopted whan the group detarminas there are additicnal factors conciderad by market participants that are
not incorporated within the valuatien modal, Moevermanis in tha level of fair value adjustmenis do not necascarily result in the recognition
of profits or kosses within the income statament, such as when models are anhanced and tharefore fair value adjustmants may no longer
bé req uirad,

Bid-offer

HEFRS 13 requiras uza of the price within the bid-offer spread that iz mest reprecentative of Tair value. Valuation medals will typically

genarate mid-market values. The bid-offer adjustmant reflects the extent to which bid-offer costs would be incurred if substantially all
razidual net portfclio market ncks ware closad using availabla hedging instrumants or by disposing of, or unwinding tha position.

Unecertainty

Carain modal inputs may ba lacz readily detarminable from market data, andfor the choice of modal izelf may ba mara subjective, In
thase circumstances, an adjustment may be necessary 1o reflect the likelihood that market participantie would adoept mora consarvative
valuaz for uncartain parametars and/or modael assumptions, than those used in the group’s valuation modal.

Credit valuation adjustment ('"CVA") and debit valuation adjustment ("DVA')

The CVA i an adjustment to the valuation of over-the-counter {'OTC') derivative contracts to reflect the possibility that the counterparty
may default and the group may net racaiva the full market value of the transactions,

The DWA 1z an adustment 1 the valuation of OTC derivative contracts to reflect the possibility that the group may defauh, and that the
group may not pay the full market value of the tranzactions.

The group calculatas a saparate CVA and DVA for each lagal antity, and for each counterparty to which the antity has exposura. With the
exception of central clearing parties, all third-pany counterparties are included inthe CVA and DVA calculations, and thesa adjustments
are not netted across group entities,

The group calculates the CVA by applying the probability of default {'PD) of the counterparty, conditional on the non-default of the group,
1o the group’s expacted positive exposure fo the countarpany and muliplying the recult by the loss axpected in the evant of default,
Convarsaly, the group calculates the DVA by applying the PD of the group, conditional on tha non-default of the countarparty, to the
expactad positive axposura of the countarparty to the group and multiplying the result by the loss expectaed in the event of default. Both
caleulations are performed over the life of the potential exposure

For most products the group uses a simulation methedolegy, which incorperates a rangs of potential exposures over the life of the
partfolic, to calculata the expected positiva axposura 1o a countarparty. The simulation mathodology includes credit mitigants, such as
counterpary netting agreements and collateral agreements with the countarpany,

The methodologies do not, in general, account for ‘wreng-way risk’ which arises when the underlying value of the dervative prior to any
CVA is positively corralated to the PD of the counterparty. Whan there is significant wrong-way risk, a trede-specific approach is applisd
to raflact this rick in the valuation.

Funding fair value adjustment ("FFVA")

The FFVA iz calculated by applying future market funding spreads to the expected future funding exposure of any uncollaterslized
componant of the OTC dervative portfolio. The expected future funding sxposure is calculated by a simulation mathodology, whers
available and iz adjustad for events that may terminate the exposure, such as tha dafault of the group or the countarparty. The FFVA and
DVaA are calculated indapendanthy,

Model limitation

Medals used for portfolio valuation purposes may be based upon a simplifying set of assumptions that do not capture all materal market
characteristics. In these circumstances, model limitation adjustments are adopted.

Inception profit (Day 1 profit or loss reserves)

Inception prefit adjustmants ara adoptad whan the fair value estimated by a valuation meodel iz bazed on one or mora zignificant
uncbzarvabla inputs.

Effects of changes in significant unobservable assumptions to reasonably possible alternatives

The key uncbsarvablae inputs to Level 2 fimancial instruments include volatility and correlation for structured notes and deposits valued
uzing option models, bid quetes for corporate bonds valued uzing approaches that take inlo account market comparablaz, and multiple
iterns for private squity and stratagic investmants, In the abzence of an active market, the fair value of private equity and stratagic
invastmaents is estimated on the baszis of an analysiz of the investea's financial position and results, rick prefile, prospects and athar
factors, as well az by reference to market valuations for simitar entities quoted in an active market, or the price at which similar
companies have changed ownership. The change in fair values due to changes in reasonably possible akemative assumptions for these
unabzervabla inputs iz not significant.

Favourable and unfavourable changes are determined on the basis of sensitivity analyziz, The sensitivity analysis aims to measure a
range of fair values consistent with the application of 3 95% confidence interval, Methadalogies take account of the nature of the
valuation tachnique empleyed, the availability and reliability of obzervable proxies and historical data. Whan the available data i not
amenable to statistical analysis, the quantification of uncertainty is judgemantal, but remains guided by the 95% confidence mterval. The
sensitivity of Level 3 fair values 1o reasonably possible alternative assumptions is not significant.
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35 Fair values of financial instruments not carried at fair value

Fasr values of financial instruments net carmed at fair value and bazes of valuatan

Fuir Walue Hisrsrchy
Significant
Cuoted Obasrvable  umcbaereable
Carryimg  miarioet price Inpurts Impartn
ammount Levad 1 Larvel T Level 3 Total
HE$m HE$m HE$m HKEm HK$m
At 3 Dec 2018
Aotz
Revaris topneicRas aiiadieits — fon-irad g AX2, 333 — A T.294 5,385 422,673
Losns ond achansas to banks 326,905 - 323,304 5,501 328,805
Lomna snd mchasnoas to cuatom as 3. 7X0,875 - 58,475 2854 T8 71109
Firancal nvestmants = af smorhsed cont 434, IO TI 08 2 360 A56 455, 002
Liahilitias
Repurcheps agream ants = non: tedng 106, 306 - 106, 398 - 106,398
Dapositn by banks 179,019 - 179,823 - 179,823
Customad aocous 5,432,424 - 5,432,803 - 5,432,803
Dokt secuntss in ispun 106,933 - 107,641 - 107,641
Subordnnted lobilias 4,066 - a5z 2,999 3,951

A3 Dac 2008

“Lowns and advancas to barks. 6,161 - EETT

Loans and achanoss to cusiom s 3,628, M2 = a2 262 o473 457

Firsncal nvastmants - at amortiged cost S67 401 B5LD ARE RS -

Linaktigs

Repurchass agream ants = non. tding marm = TORER = TOZEF
Daposits by banks 84 B84 = 164 853 - 104 553
Custormar sooounts 8007 B - 5207811 = BATEN
Dbt sscurtan in s B 236 — BB - &6, B0E
Subardnated labiltms &0 = 50 2218 SETR
Prafarance aharss Fu — — o ¥

The fair values above are stated at a specific date and may be significantly different from the amounts which will actually be paid on the
maturity or sattlement dates of the instrumaents, In many cases, t would not be possible to realise immediately the estimated fair values
givan the siza of the portfolios messured. Accordingly, thesa fair values do not reprasent the value of these financial instrumants to tha
group a5 @ going concenn,

Other financial instruments not carred at fair value are typically shor term in nature or re-priced 1o currant market rates fraquently.
Accordingly, their carrying amount ic a reazonabla approximation of fair value. They include cash and balances at central banks, itams in
the course of collestion from and transmission 1o other banks, Hong Kong Government centificates of indebtedness and Hong Kong
currsney notes in circulation, all of which are measured at amortised cost,

Valuation

Fair value iz an astimate of tha price that would ba received to cell an ascet or paid 1o transfer a liabilty in an erderly tranzaction batwean
market participants at the measurament date. i doas not reflect the econemic benefits and costs that the group expects to flow from an
instrumant s cash flow over its expactad futura lifa. Gur valuation methodologies and assumptions in detarmining fair values for which na
obzarvable market prices are available may diffar from thoze of ether companies,

Repurchase and reverse repurchase agreements — non-trading
Fair values approximate carrying amounit o theze balancas are genarally short dated.
Loans and advances to banks and customers

To determine the fair value of lcans and advances to banks and customers, Ioans are segregated, as far as possible, into portfolios of
similar characteristics. Fair values are based on obsarvable market transactions, when available. When they are unavailable, fair values
ara estimated using valuation madals incorporating a range of input assum ptions. These ascumptions may include: value estimates from
third-party brokars reflecting cvarthe-counter trading activity; forward-looking discounted cash flow models, taking account of expected
customar prepayment rates, uzing assumptions that the group belisves are consistent with thoge that would be uzed by market
participants in valuing such loans; new businecs rates astimates for similar loang, and trading inputs from other market participants
including obsarved primary and secondary trades. From time to time, wa may engage a third-party valuation spacialist to measure the
fair value of & pool of lcanz,

The fair value of loans reflects expacted credit lozces at the balance cheet date and estimates of market participants’ axpactations of
cradit losses over the life of the lcanz, and the fair value effect of repricing batwean origination and the balance sheet date. For cradit
impaired loans, fair value iz estimated by dizcounting the future cazh flows over the time paricd they are axpectad to be recovered.
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MNotes on the Consolidated Financial Statements

Financial investmeants

The fair values of listed financial investments are detarmined using bid market prices. The fair values of unlisted financial inveztments ara
determined using valuation tachniques that incorporate the prices and futures sarnings streams of aquivalent quated securities

Deposits by banks and customer accounts

The fair values of on-demand deposits are approximated by their carrying value. For deposits with longarterm maturities, fair values ara
estimated using discountad cash flows, applying current rates offered for deposits of similar remaining maturitees.

Debt securities in issue and subordinated liabilities

Fair valuas are datarminad using quoted market prices at the balance sheet date where avaidable, or by refarence to quoted market prices
fer similar instrumanis,

36 Structured entities

Tha group iz invahied with both consolidated and unconsolidated structured entities through the sacuritization of financial aszets,
conduits and investmaent funds, established either by the group or a third party.

Consolidated structured entities

The group uses consalidatad structured antitias 1o securitise customer loans and advancas it originates to diversify its sources of funding
for azset origination and capital efficiency purposes. The loans and advances are transferred by the group to the structured entities for
cash or synthatically through credit default swaps, and the structurad entities issue debt securities to investors. The group's transactions
with thesa antities are nat significant,

Unconsolidated structured entities

The term “unconsolidated structurad entities’ refers to all structurad entities not controllad by the group. The group enters into
transactiens with unconzsoelidated structured entities in the normal courze of business to facilitate customer transactions and for specific
invastment opporiunities,

Mature and risks associated with the Qroup’s interasts in unconsolidaled structurad antitias

HSBC Non-HS8C
Securitications  mansged funds  managed funds Othar Total
Tatal nssat whm ol"._h-u antibas [HKSbn]
a5 8 25 89 2 124
16-38 — 8 4 - ar
SH-198 - 1 26 - 27
196 - 1 4 - 5
Number of entitiea &t 31 Dee 2019 L] 80 255 a2 443
HE$m HK$m HKSm MKEm HHSm
Total nasats in ralation to the group’s nterests in the unconsokdated
structund antiks 27,636 24,258 50,241 13,140 115,275
- tmding nesats = 714 - - ]
— finorcial nasats deRgrnted snd othereass mandeto iy masmired Bt Tair
vl thiowegh profit o loss - 23,484 50,241 - TLI2S
daramtnas - - - - =
ioarp and advences b customans 27,6836 — - 12,742 40,378
— firmrcial mestmants 1 - = - - =
] - - - 338 358
Tertal lnbilitss © ralation to tha group's intatiats in tha unsormalicated
Eructiend antitne - - - - =
Dthar of{ belance shast commdmants as7 1,787 14, 684 3858 21,278
The group’s maimwm exposure ot 31 Dec 20759 28,493 28,055 64, 505 17,088 136,551
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Matura and nzks associated with the group’s interasis in uncensolidated structured entities (continuad)

HEES Mon-HSEC
Securtiytond rranaded Tutde managed fnde Oehar Teaal
Totn! sesat valses of tha entitias [HK3A)
-4 SB o] a7 a8 210
A5 7 18 B4 L 1o
1530 [ 4 T —~ 43
2136 - 1 it = )
156 - ] ] - 13
Nermbarof anti=s ot 31 Des 2008 A o) FLL a7 a
HEEm Hitgm Higm HiEm HESm
Totel sssats @ raltion to the grous s etarosts 0 tw unoonsolidetad
struchaned antitias 17,207 ANE4AD 40,101 16,608 94,145
- tnding mERE -1 T - - [
- Tmnrcinl aesata deagnated ond otharwies mancetorby maseired of far
walkaa through prafit of loss = 19202 40,1 - 65,353
~darhmtees = - — = =
- lomns and advancas (o customars 17,007 | - - 16283 HED
= franami imastmants - 1972 - - 1172
- athar aassls == | — — ) 345
Total kebilitsen 0 rakebon b0 e group s Nternsts o the unconsobdeted
R T e il . i - e S
‘Otha; o balance st commmaments _ 15 — 505 8T 5801
Tha groud's maxmun sxposurs ot 51 Des S01E 17.526 A0uG40 45,006 22475 109847

The maximum exposure 1o loss from the group’s interests in unconsolidated structured entities represents the maximum loss it could
incur as a result of its involvermnaent with these antities regardless of the probability of the loss being incurred,

= For comm itments, guaranteas and writtan cradit default swaps, the maximum exposure to loss is the notional amount of potential
future losses.

#* For retained and purchased investments in and loans to unconsalidated structurad entities, the maximum exposure to loss is the
carrying value of theze intarests at the balance shest reporting date.

The maximum axposure to loss is stated gross of the effects of hadging and collateral arrangemants antered inte to mitigata the group's
axposure to loss,

Securitications
The group has interasts in uncensolidated securitization vehicles through holding notes issued by these entities.
HSBC managed funds

The greup establishas and manages monay market funds and non-money markat investment funds to provide cuctamears with investmeant
opportunities. Tha group, 8z fund manager, may ba antitled to receiva managemeant and parformance fees based on the assets under
managemant. The group may also retain units in these funds,

Non-HSBEC managed funds

The group purchases and holds units of third-party managed funds in order to faciliiate business and meet customer needs. In addition to
entities, asset and labilty classes disclosed above, the group enters into derivative contracts with non-HSBC managed funds,
Other

Tha group has establizhed structurad antitias in the normal course of business, such as structured credit transactions for customers, to
provide finance to public and private sector infrastructure projects, and for asset and structured financa transactions. In addition to tha
interact disclosed above, the group enters into derivative contracts, reverse repos and stock borrowing transactions with structured
antitiaz. Thesa intarects ariza in the normal course of buzinezs for the facilitation of third-party transactions and risk managamant
solutions.

Structured entities sponsored by the group
Tha amount of assets transferred to and income received from such sponsored entities duning 2019 and 2018 were not significant.
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MNotes on the Consolidated Financial Statements

37 Bank balance sheet and statement of changes in equity

Bank balance sheet at 31 December 2019

209 2018

HHgm HEgm
Ascets
Lt el balnncas af canfiml banks 156,273 147487
Pamg w g soured of Solkietnan from o banks 15,437 101
Heng Kong Gavarmmant sertficates of ndabtednoss 298,944 £H0, 554
Treding eesats 496, 6560 430 168
Dharivet vas 287.018 276 BER
Fnancisl smsts designated end othenwme mendstanty messured a8 fair value throwgh profit or loes T.087 258
Ranvsursa ropurchsse sgroamants = non-drading 235,823 243200
Lonrs ard odveiosk [0 banks 184,429 168636
Lonrn nnd advenek 10 custamars 2,024,194 1. 947,307
Frnncinl vistrmants 830,538 BEGEEE
Arnounts dos from Crous componsa 332,965 475
v SA TS 0 sulladnis 93,355 AL
Intarents i essociaten and jont ventuies 30,830 pe e i)
Goodwill and ntsngbla seests 11,242 65,418
Proparty, plart and equpmiert T6.208 5. 53T
Dafarred tnx assats aa i
Prapaymants, scciued Nnoomae and othar odents 131,368 130,067
Total msseta 5,205,200 5,076, 151
Lisbilities
Hong Kong curnency notes o garculabion 298,944 SB0,BG4
Hams n the coursa of trenemiescon 1o othar banks 17.878 N
Aagmarchiass agrsmants - norrtrsdmg 61,793 oh, a3
Dot b By Btk 129,703 121618
Cushomad sosouris 2,287,463 S5 542
Tding latnbtiag 449,393 474
Darvatnag 277438 273,055
Fnsncinl ksbiltan desigrated st fair valus 44,740 &7 BaE
Dubrt securdian in Ssua 53,584 41,008
Ratrarmant benaft habiltus 1,426 2,088
Amounts dus to Group companes 304,490 A28 363
Seanunls and daferred mooma, other lebditees and provieons 110,893 58, 0ET
Currans tnx babilibas 7556 1600
Datarrad tax babitiag 9,199 B3
Subordnnted labitne 3114 S1as
Tatal liabilities 4,737,611 463150
Equity
Shmra capital 172,335 172508
Othar sgquity netiumants 44,815 25,633
Othar ramsves 27101 23,546
Ratanad aamings 223,538 212,580
Tatal equity AGT.589 444,420
Total equity and liabilities 5,209,200 5,035, F51
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Bank statement of changes in equity for the year ended 31 Dacember 2019

Other reasries
Finnanciad Cash
Shars aquity Remined erevaluston FWVOCI hedge @nchange Totsl
HEH S HHEm HHE$m HESm HESm HE$m HHEm HESm HE$m
At 1 Jan 2010 172,335 5878 22860 30,5068 1,037 (Bdy  {12.846) (4,287) 4448420
Profit for fha yaas - -— 79,6894 —_ - - - - TH.6949
Othar comprabarmws noom afexpenes) [nat
of tex] = - 11.993) 2,838 2487 {5 (a1} = 2,794
- dabt inateemanta 81 16 valus thidsugh
athar comprabansme maomas = - - - 1,438 = = = 1,438
= gty inmtremants designated st fair veiue
through athar compmbaneis nooma - - — — 1.029 - — - 1,029
- ngh Tiow hedpes - - - - - [35) - - [EL
= ghvamgas i e valee of finencial labilitss
dampgnatad at far vafue upon rtal
ragognition ariging from changas in own
Gradit rEk - - {2,007) - - - - - (2.007)
- poparty mvelusbon — - _ 2,838 - _ - - 2,838
= remansuremant of dafnad banefit sesats
Imbility - - 14 — - - - — 14
- sachangs difarences - - = = = = (a1} = {281)
Tatal comprehensive income/lexpen: e}
for the yoar = - 77,701 2,836 2,467 (35} (481} - 82,488
Jthar aguity nstromants \BEsd” - 44615 - —_ - - - —_ AqE15
Ot Aoty EATETANE PP — {35,879) - - - - - - [35.879)
Dwidurds pad” - = [58,369) - - = - - (68, 363)
Movamanrt 0 raspest of shbra-Dedsgd
paymant pIrangarmants = — {30} = — — — 227 187
Tronatars b obhsl movements - - 1,376 11,368 - - - o7 17
At 31 Dee 2019 172,335 44,615 223,538 ﬂm 3,504 {1 'Igl Emﬂ l&ﬂ 467,589
= e ==
A3 Dac 2017 161,560 14,757 205562 59,0959 1 65H [116) G453 118.041] Fa0.504
impaat an trenaition to MKFRS & = - [BaE) . [anE] . = . 11.262]
AL Jen 20018 161,250 14,737 204 555 33, ral 1352 [11E] [ el 113 0u84] SHEZEZ
I_Ecﬂ'l! far UI'-:_'\EE:“ MMMMMMMMMMMM . - - TE, 142 - - - - - TE. 4R
Dthar comprabarsnsg noom aflapenss| [nat
of 1ax| - - [Ba6] E450 Pz | a4 Al - 4247
- dabt inetrurnenta ot foie vk thiough !
GG SOMEIETNEnE Meomss - - - = 2811 . N = @2E11
= @ity inslrumarts derignated of fair value
throwgh other comprhsnane nooma - - - - E34] - - - |24
- gnah fiow Medpes - - - - < a4 = - a4
= ghanges in fairvakss of finenziel ebilitss
damgrated ot fair valus upan ristal
racognition arsng from changas in own
credit rsk = = [20ay = = = - = {2087
= pioparty mvakisbon - - - BAND - - - - EA10
= tamaasuremant of dafned berafit ossat
tability - - 2T - - - - - airrd
- schnngs dflarances - - - - - - kel - AR
Totn! comprahansne moomalfaoensa] for
tha wasr = - Ta207 E4I0 [295] a4 [EaRE) - Fo.0E3
Ol Gty PG B - 21,042 = 5 E = = = FERTT]
Dradands pad® = = A7 440) = = = - - [arA4)
Maowirmam 0 raspect of shbra-Dagad
pEyTIENE BITENGETIGME = - [# ik} = - - = Fall F
Trongtars and ot mavemants 20,576 = 3350 [B.M5H = = = 855 1451
AR 3T Das 2018 173536 e ] Z'Ii_,ﬂiﬂ 369,606 1.037 Al rbd.B4et L& 36 84 A3

For foctnates, please refer fo page &5,
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MNotes on the Consolidated Financial Statements

38 Legal proceedings and regulatory matters

The group iz party to legal proceadings and regulatory mattars in &8 number of jurisdictions arizing out of its normal business operations.
Apart from the matters described below, the Bank considers that none of these matters are material, The recagnition of pravisions i
determined in accerdance with the accounting policies set out in note 1.2(n). While the cutcome of legal proceedings and regulatory
matters iz inharently uncertain, managamant balieves that, based on the information available te it, appropriate provisions have bean
made in respect of these matters as at 31 December 2019, Any provision recognized does not censtiute an admission of wrongdaing or
lagal liability. It iz not practicable 1o provide an aggregate astimate of potential liability for our legal proceadings and regulatory mattars
az a clazs of contingant liabilities.

Anti-money laundering and sanctions-related matters

In December 2012, among other agreements, HSBC Heldings ple agreed to an undenaking with the UK Financial Services Authority,
which was replaced by a Direction izzued by the UK Financial Conduct Authority ('FCA') in 2013, and conzented 1o & ceaza-and-desist
arder with the LIS Federal Reserve Ecard ('FRE'), both of which contained cerain forward-leoking anti-money laundenng ("AML') and
sanctigns-related obligations, HSEC also agreed to retain an independent compliance meniter (who is, for FCA purposes, a “Skilled
Parzon’ under section 166 of the Financial Sarvices and Markete Act and, for FRB purposes, an ‘Indepandent Consultant’) to preduce
pencdic aszessmants of the Group™s AML and sanctions compliance programma (the Skilled Personflndependent Consultant’). In
Decambear 2012, HSEC Haoldinge ple alzo antered into an agreament with the Office of Foreign Azzetz Control {("OFAC’) regarding
histerical transactions involving parties subject 1o OFAC sanctions, Reflective of HSBC s significant progress in strengthening i financial
crima risk managemant capabilities, HSBC s engagamant with tha current Skilled Parson will be terminated and a new Skilled Parzon
with a narrawar mandate wall ba appointed to assass the remaining areas that require further wark in arder for HSEC 1o transition fully to
business-as-usual financial crime nsk management, The Indepandent Consultant will continue to camy out an annval OFAC compliance
raviaw at tha FRB's dizeretion,

Through the Skilled Parconfindependent Consultant's prior reviews, as well az intarnal reviews conducted by HSBEC, certain potantial
AML and sanctions comphliance issues have been identified that HS8C is reviewing further with the FRE, FCA and/or OFAC. The Financial
Crimaz Enforcamant Matwork of the US Treazury Dapartrent as wall az the Civil Divicion of the US Attornay’z Office for the Southern
District of Mew York are investigating the collection and transmittal of third-party eriginator information in certain payments instructed
ovar HSBC's prepristary paymaent systems. HSBC is cooperating with all of these mvestigations

Bazad on the facts currantly known, it is not practicabla at this time for HSEC to pradict the resolution of these matters, including tha
timing of any possible impact on HSBC, which could ba significant,

Tax-related investigations

Various tax administration, regulatony and law enforcement authorities around the world have been conducting investigations and
reviews of HSBC companies in connection with allagations of tax evaczion or tax fraud, money laundering and unbawiul crace-barder
banking solicitation,

HEEC continues to cooparata with tax-ralated investigations by 1ax administration, regulatory or law enforcemant authorities. Bazed on
tha facts currently known, it is not practicable et this tima for HSEC to pradict the rezolutien of these engeing matters, including the
timing of any possible impact on HSBC.

Singapore Interbank Offered Rate ('Siber’), Singapore Swap Offer Rate {'"SOR") and Australia Banlk: Bill
Swap Rate ("BEBSW')

I July and August 2016, HSBC and other panal banks were namead a2 defendants in two putativa class actions filad in the Mew Yark
District Court en bahalf of perzens who tranzacted in preducts ralatad to the Sibor, SOR and BESW benchmark rates. The complaints
allage, among othar things, misconduct related 1o thaze banchmark rates in vielation of US antitrust, commodities and racketearing laws,
and state law.

In the SibonS0OR Rtigatien, following a dacision on the defandants” motion to dismiss in Octobar 2018, the claims against a number of
HSEC entitias weara dizmiczed, and the Bank remainad az the only HSBC dafandant in thiz action. In Octobar 2018, the Bank filad &
mation for reconsideration of the decision based on the issue of personal jurisdiction; this motion was denied in Apsil 2019, Also in
October 2018, the plaintiffs filed a third amended complaint, neming only the Sibor panal membars, including the Bank, az defendants;
the court dismissed the third amended complaint in its antiraty i July 2019 against all defendants. In August 2019, the plaintiffs filed an
appeal te the Second Circuit Court of Appeals, which remains pending.

In the EBSW litigation, in Movermbar 2018, the court dizmissed all foreign defendants, including all the HSBC antities, on perzonal
jurisdietion grounds, In Apal 2019, the plaintifls filed an amended complaint, which the defendants have moved to demiss

Thare are many facters that may affect the range of outcomes, and the resulting financial impact, of these matters, which could be
significant.

United States Bankruptcy Court for the Southern District of New York litigation

In June 2018, & claim was issued against the Bank in the United States Bankruptey Count for the Southern District of New York by the
Chapter 11 Trustes of CFG Peru Investmants Pla. Ltd, (Singapora) (the ‘Trustes Complaint’), The Trustes Complaint makes allegations
under the Paruvian Civil Code, Hong Kong and LS. common law and the Bankruptey Code concerning the Bank’'s alleged conduct in
commencing ths winding-up procesdings and pursuing the appointmaent of joint provisional liguidators for affiliates of CFG Paru
Investmantz Pta. Ltd. The Trustes iz ceeking damages and aquitable subardination or dizallowance of the Bank's Chaptar 11 claimsz in a
ralated bankrupicy procesding.

The Bank iz seeking to dismics the Trustes Complaint, Based on the facts currently known, it i not practicable at thiz time to predict the
razolution of thiz mattar, including the timing or any possible impact, which could ba significant.

Foreign exchange rate investigations

In January 2018, HSBC Heldings ple entared into a three-year defarred progecution agreamant with the Criminal Division of the
US Department of Justice {'DoJ’) {tha 'FX DPA'), regarding fraudulent conduct in connection with two particular transactions in 2010 and
2011, Thiz concluded tha Dod’s investigation inte HSEC s historical foraign exchange activitiaz. Under the tarms of the FX DPA, HSEC
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has a number of ongoing ebligations, mcluding implementing enhancements to its internal contrals and procedures in its Global Markets
business, which will be the subject of annual reports 1o the DaJ. In addition, HSBC agreed to pay a financial penalty and restitution.

Tharae ara many factors that may affect the range of outcomas, and the rasulting financial impact of thic matter, which could ba
significant.

39 Ultimate holding company

Tha ultimate haolding company of the Bank is HSEC Heldings ple, which iz incorporated in England.

The largest group in which the accounts of the Bank are consolidated is that headed by HSEC Holdings pke. The consolidated accounts of
HSEC Heldings ple ara available te the public on the HSBC Group's wabsite at www. hzbe.com or may be obtained from 8 Canada
Square, Lenden E14 SHO, United Kingdam,

40 Ewvents after the balance sheet date

The Directars of the Group approved a 2020 business update after 31 December 2013, setting out a plan that aims to reallocate capital to
areas that can dalivar stronger returns, to reduce costs acress the Group, and to simplify the businezs. One changa az part of this plan iz
a change 1o the global businesses that form the group’s reportable segmaents as described ;m note 32, The existing Retail Banking &
Waealth Managament and Global Private Banking global businesses will be merged to create one new global business, Wealth and
Parzonal Eanking, which will become a reportable segrment during 2020,

The ECL at 21 Decernber 2018 was estimated based on a range of forecast economic conditions as at that date, Since early January
2020, the coronavirus cutbreak haz zpread acrozz mainland China and bayond, causing disruption te business and aconamic activity. Tha
impact on GDP and other key indicators will ba conzidared when datermining the saverity and likeliheod of downzide saconomic scanarioz

that will be used to estimate ECL under HKFRS 9 in 2020,

41 Approval of financial statements

The Consoldatad Financial Statemeants ware approved and authorized for issus by the Board of Directors on 18 Fabruary 2020.
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1 30 31
2 30 31
3 30 31 15
4 30 31 15
5 31 16
6 31 17
7 31 23
8 31 24
9 31 31
10 31
11 31
12 19 31 19
13 30 31 19
14 31 28
15 31
16 30 31
17 31 15
18 31 15
19 31 20
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20 31

21 31 18
22 31 19
23 31 19
24 31 24
25 31 24
26 31 26
27

28 30

29 30

30 10
31 23
32 23
33 31
34

35 10
36 13
37 18
38 18
39 20
40 21
41 21
42 30 25
43 30 25
44 30 28
45 30 28
46

47

48 18
49 18
50 23
51 23
52 21
53 21
54 27
55 19 28
56 28
57 31 28
58 28
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59 30
60 30
61 30
62

63

64

65 13
66 19
67 19
68 25
69 27
70 30
71 10

72 10 11
73 10 11
74 10 15
75 10 17
76 10 18
77 10 18
78 10 25
79 10 25
80 10 29
81 11

82 11

83 1

84 11

85 11 11
86 11 11
87 11 13
88 11 18
89 11 22
90 11 25
91 12

92 12

93 12

94 12

95 12 13
96 12 18
97 12 25

98
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99

100

101 14
102 14
103 16
104 17
105 20
106 21
107 23
108 24
109 24
110 24
111 27
112 31
113

114

115 19 18
116 31 18
117 18
118 28
119

120 16
121 28
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2020 29 2018 28 300,000,000
2020 30

2018 27 1,000,000,000

2020 30 2018 27 300,000,000

2020 28 2018 27 300,000,000
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2020 10 30 2018 10 29 300,000,000
2020 12 21
2018 12 20 1,000,000,000
2022 28
2019 30 1,500,000,000
2020 15
2019 14 250,000,000
2021 19 2019 19 510,000,000
2022 29
2019 28 350,000,000
2020 10
2019 200,000,000
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2021 26 2019 25 510,000,000
2020 11 10
2019 200,000,000
2020 11 17
2019 16 400,000,000
2021 24 2019 23 305,000,000
2021 28 2019 25 305,000,000
2020
2019 200,000,000
2020
2019 200,000,000
2021
2019 300,000,000
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2020 22

2019 19 600,000,000

2021 29 2019 26 300,000,000

2020 27 2019 30 1,564,000,000

2021 24 2019 20 300,000,000
2020 25

2019 24 1,000,000,000

2020 25 2019 27 1,500,000,000

2021 19 2019 10 17 300,000,000

2021 10 22 2019 10 23 300,000,000
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2020 10 26
2019 10 24 300,000,000
2020
2019 11 300,000,000
2020 11 13
2019 11 14 300,000,000
2021 11 22 2019 11 21 300,000,000
2020 11 27
2019 11 28 200,000,000
2020 12 14
2019 12 12 300,000,000
2021 17
2019 12 16 500,000,000
2021 12 24 2019 12 23 300,000,000
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2020 24
2019 12 23 500,000,000
2020 12 30
2019 12 27 500,000,000
2020 2020 500,000,000
2021 27 2020 23 2,000,000,000
2022 31
2020 30 300,000,000
2021 29
2020 30 300,000,000
2021 10
2020 700,000,000
2020 13
2020 12 500,000,000
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2021 13
2020 13 500,000,000
2022 17 2020 14 300,000,000
2022 30 2020 27 300,000,000
2019 10
13
4,822,463,165 100
) 13
65
2,324,118,091 100
)
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13
1,655,446,177 100
20
399,978,654 100
)
10
1,273,071,145 100
) 130
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14

1,695,960,030

100

(

)

14

13

138,247,294

100

(

)

13

13

1,576,356,908

100

(

)

ADS
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9
13
2,089,814,330 100
) 13
10
10
14
191,555,025 100
11
10
967,280,477 100
) 10
12
528,341,400 100
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13
17
532,463,527 100
14
14
13
1,434,573,900 100
() 13
15
717
14
106,073,656 100
() HDR
16
106
29
125,953,683 100
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17
11
13
57,296,616 100
18
11
12
126,610,077 100
19
14
400,000,000 100
)
20
14
224,943,104 100
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21
4106 73
13
427,080,606 100
22
12
69,934,375 100
23
14
3,230,282,649 100
24
13
236,556,393 100
) 13
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25
13
12
154,111,029 100
26
502,664,337 100
27
11
12
131,669,000 100
28
338
13
298,142,234 100

(

)
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29
13
972,581,230 100
)
30
13
614,438,399 100
(
31
28
266,690,497 100
EDINET
24 30 31 31
17

328/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

25 10 12 31
13
@) 19
21
(b) 19
27
©) 19
11 18
()] 19
12 25
(e) 19
23
C)) 12 25 31
18 30 31 31
25
19 10 12 31
@ 19
26
(b) 19

31
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© 19
19
(d 19 12
31
138 30 31 3
21
139 10 12 31
13
() 19
24
) 19
30
©) 19 16
11
©)) 19
10
(e) 19
28

() 30
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107 30 31 31
25
108 10 12 31
19
26
102 30 31 31
18
103 10 12 31
10
() 19
21
() 19
21
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14

O) 16
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93 30 31 31
26
94 10 12 31
13
() 19
27
(b) 19
30
142 30 31 31
27
143 10 12 31
13
() 19
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16
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39 30 31 31
19
40 10 12 31
13
() 19
21
V) 19 19
11
©) 19 12
11 11
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11 26
(e) 19 19

14
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19
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19

(b) 12 18

©) 12 18

20

71 30 31
21

72 10
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@ 19
21
(b 19
12
120 30 31 31
28
121 10 12 31
() 19
30
() 19
25
16
2454
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23 31 12 31
27

24 31
13

19
30

27
13

58 30 31
11 29

59 12 29
14

19
11 29
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72
24
73
29
94
27
95

13

31

26

30

31

10
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€)) 19
28
(b) 19 12
19 12
103 30 31 31
24
104 10 12 31
12
() 19
24
(b) 19
103
28
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47
73 30 31 31
27
74 10 12 31

13

() 19
28
(b) 19
(©) 19
12 17
20
155 30 31 31

24
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20

21 30 31 31
27

22 10 12 31
13

€)) 19
28
(b) 19
10 15

104 31 12 31
27

105 31
12

19
31
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115 30 31 31
19
116 10 12 31
79 30 31 31
28
80 10 12 31

12
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46 30 31 31
19
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13
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20
() 19
11 12
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11 12
(d 19
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30 31 31

10 12 31

19
20
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13
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1) 3) 19) 26) 28) 34) 36) 41) 51) 52) 55) 61)
65)
H 7)) 9 22) 25) 27) 31) 33) 37) 40) 42) 45) 46) 48) 49) 53)
54)  56) 58) 60) 62) 64) 66) 67) 69)
S&P500
5) 16)
NY 30
6)
TOPIX
8) 10) 15) 17) 18) 20) 21) 29) 30) 32)
35) 43) 44) 47) 50) 59) 68)
50
2020 11 10 2015 11 20 470,000,000
2020 12 2015 12 14 150,000,000
2021 12 2016 1 25 176,000,000
2021 19
2016 18 519,000,000
S&P500
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2021 29
2016 29 10,130,000,000
NY
30
2021 29 2016 29 1,587,000,000
TOPIX
2021 29
2016 28 1,000,000,000
S&P500
2021 29
2016 28 3,000,000,000
50
2021 10 28
2016 10 27 1,054,000,000
S&P500
2021 10 28
2016 10 27 3,974,000,000
50
2021 11 12
2016 11 11 1,500,000,000
50
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2021 11 26
2016 11 28 1,000,000,000
50
13
2021 12 10
2016 12 1,000,000,000
50
14
2021 12 29
2016 12 28 6,100,000,000
50
15
2022 11
2017 10 5,832,000,000
50
16
18
2017 21 7,778,000,000
NY
17
2022 30
2017 30 6,411,000,000
50
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18
2022 27
2017 26 5,538,000,000
50
19
2020 29 2017 28 650,000,000
20
2022 29
2017 28 7,000,000,000
50
21
2022 28
2017 27 6,834,000,000
50
22
2020 28
2017 27 5,340,000,000
S&P500
23
2020 29
2017 28 4,189,000,000
S&P500
24
2022 10 2017 10 1,942,000,000
S&P500
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25
2022 11 15
2017 11 14 1,250,000,000
S&P500
26
2020 11 18 2017 11 28 2,012,000,000
65
27
2020 11 18 2017 11 28 2,081,000,000
60
28
2020 11 27
2017 11 28 1,225,000,000
29
2022 12 28
2017 12 27 4,301,000,000
50
30
2022 12 28
2017 12 27 5,395,000,000
50
31
2023 17
2018 16 1,350,000,000
S&P500
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32
2023 27
2018 29 1,777,000,000
50
33
2021
2018 9,100,000,000
S&P500
34
2021 12
2018 410,000,000
35
2023 13
2018 1,000,000,000
50
36
2021 16
2018 15 3,480,000,000
37
2023 15 2018 15 6,957,000,000
S&P500
38
2021 29
2018 28 6,611,000,000
S&P500
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39
2021 28
2018 29 3,959,000,000
S&P500
40
2022 28
2018 27 500,000,000
S&P500
41
2021 17 2018 27 1,460,000,000
65
42
2021 17 2018 27 1,344,000,000
60
43
2023 10 30
2018 10 29 1,112,000,000
50
44
2023 11 14
2018 11 13 2,018,000,000
50
45
2021 11 26
2018 11 26 3,500,000,000
S&P500
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46
2022
2019 31 3,125,000,000
S&P500
47
2024 13
2019 12 1,233,000,000
50
48
2022 27
2019 30 4,180,000,000
S&P500
49
2021 30
2019 29 4,400,000,000
S&P500
50
2024 30
2019 29 1,300,000,000
50
51
2021 27 2019 30 500,000,000
52
2022 16
2019 20 965,000,000

65
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53
2024 17
2019 20 2,936,000,000
60
54
2020 25
2019 26 5,550,000,000
S&P500
55
2021 25 2019 27 300,000,000
56
2022 10 28
2019 10 28 2,950,000,000
S&P500
57
2020 10 30
2019 10 29 2,000,000,000
S&P500
58
2020 11 13
2019 11 13 1,733,000,000
S&P500
59
2024 11 14
2019 11 13 2,119,000,000
50
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60
2022 11 25
2019 11 25 3,072,000,000
S&P500
61
2022 11 18
2019 11 26 1,704,000,000
65
62
2024 11 18
2019 11 26 4,820,000,000
60
63
2020 12 11
2019 12 11 1,000,000,000
S&P500
64
2021 29
2020 29 2,450,000,000
S&P500
65
2022 27 2020 30 1,000,000,000
66
2023
2020 10,000,000,000
S&P500
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67
2021 12
2020 13 2,000,000,000
S&P500
68
2025 14
2020 13 4,500,000,000
50
69
2023 27
2020 26 8,920,000,000
S&P500
1)
225
225
2) S&P500
S&p S&P500
3) NY 30
S&p NY 30
4) TOPIX
5) 50
11 50

50
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2015 2016 2017 2018 2019
20,868.03 19,494.53 22,939.18 24,270.62 24,066.12
16,795.96 14,952.02 18,335.63 19,155.74 19,561.96
2019 2019 2019 2019 2019 2019
10 11 12
21,756.55 | 21,540.99 | 22,098.84 | 22,974.13 | 23,520.01 | 24,066.12
21,046.24 | 20,261.04 | 20,620.19 | 21,341.74 | 22,850.77 | 23,135.23
S&P500
2015 2016 2017 2018 2019
2,130.82 2,271.72 2,690.16 2,930.75 3,240.02
1,867.61 1,829.08 2,257.83 2,351.10 2,447.89
2019 2019 2019 2019 2019 2019
10 11 12
3,025.86 2,953.56 3,009.57 3,046.77 3,153.63 3,240.02
2,964.33 2,840.60 2,906.27 2,887.61 3,066.91 3,093.20
NY 30
2015 2016 2017 2018 2019
18,312.39 19,974.62 24,837.51 26,828.39 28,645.26
15,666.44 15,660.18 19,732.40 21,792.20 22,686.22
2019 2019 2019 2019 2019 2019
10 11 12
27,359.16 | 26,583.42 | 27,219.52 | 27,186.69 | 28,164.00 | 28,645.26
26,717.43 | 25,479.42 | 26,118.02 | 26,078.62 | 27,347.36 | 27,502.81
TOPIX
2015 2016 2017 2018 2019
1,691.29 1,552.36 1,831.93 1,911.07 1,747.20
1,357.98 1,196.28 1,459.07 1,415.55 1,471.16
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2019 2019 2019 2019 2019 2019
10 11 12
1,592.58 1,567.35 1,623.27 1,667.01 1,710.98 1,747.20
1,534.27 1,478.03 1,505.21 1,568.87 1,666.50 1,703.27
50
2015 2016 2017 2018 2019
3,828.78 3,290.52 3,697.40 3,672.29 3,782.27
3,007.91 2,680.35 3,230.68 2,937.36 2,954.66
2019 2019 2019 2019 2019 2019
10 11 12
3,544._15 3,490.03 3,571.39 3,625.69 3,712.85 3,782.27
3,462.85 3,282.78 3,420.74 3,413.31 3,623.74 3,610.99

361/377



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

60 117

2019 12 31

1 1.1¢d) 2019

HKICPA
HKFRS 2019 12 31

HKICPA HKSA

HKICPA
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12 31 BoCom
70.1

VIU
VIU

BoCom

VIU

19.4

VIU

VIU

VIU
BoCom

2019 BoCom

HSBC
HSBC

BoCom

2019 11

BoCom
HSBC

2019

14

66-75

90-83
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PVIF
2019 12 31 61.1
PVIF 467.9 PVIF
PVIF
PVIF
2019
46-50
66-75
78-79
16 93-94
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HKFRS
ECL
ECL
ECL
ECL
ECL
ECL
ECL
2019
22-39
66-75
(e) 77
10 87
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2019
2019 (Banking disclosure statement 2019) 2019 2020
18
2019 (Banking disclosure statement 2019) 2019 2020
18
HKI1CPA HKFRS
405
HKSA
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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)
Opinion
What we have audited

The consolidated financial statements of The Hongkong and Shanghai Banking Corporation Limited (‘the Bank’) and its subsidiaries
(together ‘the group’) set out on pages 60 to 117, which comprise:

the consolidated balance sheetas at 31 December 2019;

the consolidated income statement for the year then ended;

the consolidated statement of comprehensive income for the year then ended;
the consolidated statement of changes in equity for the year then ended;

the consolidated statement of cash flows for the year then ended; and

the notes1 on the consolidated financial statements, which include a summary of significant accounting policies.

1 Certain required disclosures as described in Note 1.1(d) have been presented elsewherein the Annual Report and Accounts 2019 rather than in thenotes to
the consolidated financial statements. These are cross-referenced from the consolidated financial statements and are identified as audited.

Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the group as at 31
December 2019, and of its consolidated financial performance and its consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (‘HKFRSS') issued by the Hong Kong Institute of Certified Public Accountants (‘HKICPA') and

have been properly prepared in compliance with the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (‘HKSAS') issued by the HKICPA. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the consolidated financial statements section
of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We are independent of the group in accordance with the HKICPA's Code of Ethics for Professional Accountants (‘the Code’), and we
have fulfilled our other ethical responsibilities in accordance with the Code.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:
IT access management
Investment in associate - Bank of Communications Co., Limited (‘BoCom’)
The present value of in-force long-term insurance business (‘PVIF’) and liabilities under non-linked life insurance contracts

Impairment of loans and advances to customers.
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IT access management

Nature of the Key Audit Matter Matters discussed with the Audit Committee
Our audit approach relies extensively on automated controls and The significance of IT controls to our audit and the status of the remediation
therefore on the effectiveness of controls over IT systems. was discussed at the Audit Committee meetings during the year.

In previous years, we identified and reported that controls over access to
applications, operating systems and data in the financial reporting
process required improvements. Access management controls are
critical to ensure that changes to applications and underlying data are
made in an appropriate manner. Appropriate access and change controls
contribute to mitigating the risk of potential fraud or errors as a result of
changes to applications and data. Management implemented
remediation activities that have contributed to progress being made in
reducing the risk over access management in the financial reporting

process. Controls continue to require some improvement going forward.

How our audit addressed the Key Audit Matter

Access rights were tested over applications, operating systems and databases relied upon for financial reporting. Specifically, the audit tested that:
new access requests for joiners were properly reviewed and authorised;
user access rights were removed on a timely basis when an individual left or moved role;
access rights to applications, operating systems and databases were periodically monitored for appropriateness; and
highly privileged access was restricted to appropriate personnel.

Other areas that were independently assessed included password policies, security configurations, controls over changes to code, data and
configurations, and that the ability to make such change via privileged operating system or database access in the production environment was

appropriately restricted.
Where control deficiencies were identified, a range of other procedures were performed:

where access outside of policy was identified, we understood the nature of the access, and, where required, obtained additional evidence on
whether that access had been exploited;

testing of controls to manage the monitoring of business access, including access that would allow a user to potentially override segregations of
duty; and

substantive testing of whether users inappropriately hold access to key functionality underpinning financial reporting processes, specific year-end

reconciliations (i.e. custodian, bank account and suspense account reconciliations) and confirmations with external counterparties.

Relevant references in the Annual Report and Accounts 2019.

Risk: Top and Emerging Risks, page 16;

Investment in associate - Bank of Communications Company, Limited (‘BoCom’)

Nature of the Key Audit Matter Matters discussed with the Audit Committee
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At 31 December, the market value of the Bank’s investment in We discussed the appropriateness of these assumptions with the Audit
BoCom, based on the share price, was HK$70.1bn lower than the Committee, particularly those for which variations had the most significant
carrying value. This is considered an indicator of potential impairment. | impact on the carrying value of the VIU. We focused on the assumptions
An impairment test was performed by the Bank using a value in use relating to forecasted cash flows and the impact of meeting regulatory
('VIU') model to estimate the investment’s value assuming it continues | capital requirements. We also discussed with the Audit Committee the

to be held in perpetuity rather than sold. The VIU was HK$19.4bn in effective tax rate and loan impairment rate assumptions and considered
excess of the carrying value. On this basis no impairment was reasonably possible alternatives. Our discussions and focus on

recorded and the share of BoCom'’s profits has been recognised in the | assumptions was driven by consideration of the current levels of uncertainty
consolidated income statement. and the overall outlook for the Chinese banking market, the broader

The VIU model is based on the requirements of the relevant Chinese economy and the impact of China-US trade tensions.

accounting standard and is dependent on many assumptions, both
short-term and longterm in nature. These assumptions, which are
judgemental, are derived from a combination of management

estimates, analysts’ forecasts and market data.

How our audit addressed the Key Audit Matter

We assessed the appropriateness of the methodology used to estimate the VIU.

A reasonable range for the discount rate used within the model was independently calculated with the assistance of our valuation experts and

compared to the discount rate used by management.

We challenged the basis for determining assumptions and the inputs used. We obtained corroborating information for inputs into assumptions

from external market information, third-party sources, including analyst reports, and historical publicly available BoCom information.
We performed sensitivity analysis on key assumptions used, both individually and in aggregate.
The controls in place over the model, and its mathematical accuracy, were tested.

We observed meetings in September and November 2019 between management and senior BoCom executive management, held specifically

to identify facts and circumstances impacting assumptions relevant to the determination of the VIU.

We read and assessed the disclosures made in the Annual Report and Accounts 2019in relation to BoCom, specifically giving consideration to

the sensitivity disclosures and the variations in assumptions that would result in an impairment.

Representations were obtained from HSBC that assumptions used were consistent with information currently available to them, both as a

shareholder and to which HSBC are entitled through their participation on BoCom's Board of Directors.

Relevant references in the Annual Report and Accounts 2019

Financial Review, page 9
Note 1: Basis of preparation and significant accounting policies, page 66-75

Note 14: Interests in associates and joint ventures, page 90-93
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The present value of in-force long-term insurance business (‘PVIF’) and liabilities under non-linked life insurance contracts

Nature of the Key Audit Matter

Matters discussed with the Audit Committee

The group has recorded an asset for PVIF of HK$61.1bn and liabilities
under non-linked life insurance contracts of HK$467.9bn as at 31
December 2019. The determination of these balances requires the use of
appropriate actuarial methodologies and also highly judgemental
assumptions, including assumptions over long-term economic returns,
longevity, mortality, persistency and expenses. Small movements in
these assumptions can have a material impact on the PVIF asset and the

liabilities under non-linked life insurance contracts.

We discussed with the Audit Committee the results of our testing
procedures over key assumptions used in the valuation of the PVIF asset
and the liabilities under non-linked life insurance contracts including
testing of changes made during the reporting period to the models and to

the basis of the determination of key assumptions.

How our audit addressed the Key Audit Matter

The controls in place for the determination of the valuation of the PVIF asset and the liabilities under non-linked life insurance contracts were tested.

Specifically, these included controls over:

policy data reconciliations from the policyholder administration system to the actuarial valuation system,

assumptions setting,
review and determination of valuation methodologies,
restriction of user access to the actuarial models, and

production and approval of the actuarial results.

With the assistance of our actuarial experts, the appropriateness of the models, methodologies and assumptions used were assessed for

reasonableness. Specifically, these included assumptions in respect of:

economic assumptions, including discount rate and long term investment return assumptions;

operating assumptions and policyholder behaviour, such as longevity, mortality, morbidity and persistency; and

future costs of obtaining and maintaining the insurance business.

Our challenge and evaluation of the key judgements and assumptions made by management included whether these were supported by relevant

experience and market information.

Relevant references in the Annual Report and Accounts 2019

Risk: Risks of insurance manufacturing operations, page 46-50

Note 1: Basis of preparation and significant accounting policies, page 66-75 Note 3: Insurance business, page 78-79

Note 15: Goodwill and intangible assets, page 93-94
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Impairment of loans and advances to customers

Nature of the Key Audit Matter Matters discussed with the Audit Committee

This is the second year that expected credit losses (‘ECL’) have been At each Audit Committee meeting, there were discussions on changes
reported under HKFRS 9. The underlying processes and controls have made to models and the inputs into them; the impact of evolving
continued to mature during the year, with an increased focus on back- geopolitical risks, such as the social unrest in Hong Kong and the US-

testing. The Bank has also updated certain ECL models during the year. China trade tensions and impairment of significant wholesale exposures.

The credit environment appears to have remained relatively benign during
the year, in part due to low interest rates globally. However, there are a

growing number of specific risks.

We continued to critically assess the more judgemental decisions made
by management, in particular the severity and likelihood of various
economic scenarios (including the base, upside and various downside
scenarios) that form part of the forward economic guidance and their
impact on ECL. We also considered: the controls over the determination
of customer credit ratings and probabilities of default, and the impact they
had on the determination of significant increases in credit risk; the
appropriateness of post model adjustments made to reflect model and
data limitations; and the estimation of specific impairment for wholesale

exposures that had defaulted.

How our audit addressed the Key Audit Matter

We performed risk based substantive testing of models that were updated during the year, including independently rebuilding the modelling for
certain assumptions.

We independently reviewed the updates to the scripts used in the underlying tool to calculate ECL to ensure that they reflected approved updates
to models, parameters and inputs.

We tested controls over the inputs of critical data into source systems and the flow and transformation of data between source systems to the

impairment calculation engine. Substantive testing was performed over the critical data used in the year end ECL calculation.

We tested the review and challenge of multiple economic scenarios by an expert panel and internal governance committee, and assessed the
reasonableness and likelihood of these scenarios using our economics experts. Relevant economic, political and other events were considered in
assessing the reasonableness of alternative downside scenarios. The severity and magnitude of the scenarios were compared to external

forecasts and data from historical economic downturns, and the sensitivities of the scenarios on the ECL were considered.
We observed challenge forums to assess the ECL output and approval of post model adjustments.

We tested the approval of the key inputs, assumptions and discounted cash-flows that support the impairment allowances for a sample of

significant individually assessed loans.

Relevant references in the Annual Report and Accounts 2019

Risk: Credit Risk, page 22-39
Note 1: Basis of preparation and significant accounting policies, page 66-75

Note 2(e): Operating profit - Change in expected credit losses and other credit impairment charges, page 77 Note 10: Loans and advances to

customers, page 87

Other Information
The directors of the Bank are responsible for the other information. The other information comprises the information included in the

Financial Highlights, Report of the Directors, Financial Review, Risk, Capital and Statement of Directors' Responsibilities sections of the
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Annual Report and Accounts2019 (but does not include the consolidated financialstatements and our auditor's report thereon), which we

obtained prior to the date of this auditor's report, and the Banking Disclosure Statement 2019 and the list of the directors of the Bank's
subsidiary undertakings (consolidated in the financial statements) during the period from 1 January 2019 to 18 February 2020, which are

expected to be made available to us after the date of this auditor's report.

Our opinion on the consolidated financial statements does not cover the other information and we do not and will not express any form of
assurance conclusion thereon, apart from the specific information presented therein that is identified as being an integral part of the

consolidated financial statements and, therefore, covered by our audit opinion on the consolidated financial statements.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information identified above
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our

knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this auditor's report, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in this

regard.

When we read the Banking Disclosure Statement 2019 and the list of the directors of the Bank's subsidiary undertakings (consolidated in
the financial statements) during the period from 1 January 2019 to 18 February 2020, if we conclude that there is a material
misstatement therein, we are required to communicate the matter to the Audit Committee and take appropriate action considering our

legal rights and obligations.
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Responsibilities of Directors and the Audit Committee for the Consolidated Financial Statements

The directors of the Bank are responsible for the preparation of the consolidated financial statements that give a true and fair view in
accordance with HKFRSs issued by the HKICPA and the Hong Kong Companies Ordinance, and for such internal control as the
directors determine is necessary to enable the preparation of consolidated financial statements that are free from material misstatement,

whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for assessing the group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors

either intend to liquidate the group or to cease operations, or have no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the group’s financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. We report our opinion solely to
you, as a body, in accordance with Section 405 of the Hong Kong Companies Ordinance and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of this report. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably

be expected to influence the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional scepticism throughout the

audit. We also:

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,

as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the group's internal control.

Evaluate the appropriateness of accounting policiesused and the reasonableness of accounting estimates and related disclosures

made by the directors.

Conclude on the appropriateness of the directors' use of the going concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up to the date of our auditor's report. However, future events or

conditions may cause the group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair

presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the group to
express an opinion on the consolidated financial statements. We are responsible for the direction, supervision and performance of

the group audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and timing of the audit and significant

audit findings, including any significant deficiencies in internal control that we identify during our audit.
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We also provide the Audit Committee with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our

independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor
s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor's report is Mr. Mervyn Robert John Jacob.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 18 February 2020
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