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2020 ! 2019 2 2018 ° 2017 ¢ 2016
189,338 219,381 210,469 186,443 168,152
90,196 136,433 134,583 115,619 102,707
69,447 105,722 103,013 88,530 78,646
845,353 814,678 752,758 696,480 628,006
911,531 879,281 812,920 752,986 679,136
5 614,545 598,934 557,180 522,244 491,302
5,911,396 5,432,424 5,207,666 5,138,272 4,900,004
9,416,403 8,661,714 8,263,454 7,043,346 7,548,952
8.6 13.9 14.8 13.7 13.0
0.8 1.3 1.4 1.2 1.1
50.6 42.6 41.5 43.5 445
1.6 2.0 2.06 1.88 1.75
62.1 68.5 67.8 64.8 57.8
Tier 17.2 17.2 16.5 15.9 16.0
Tier 18.8 18.8 17.8 17.0 17.2
20.8 21.0 19.8 18.9 19.0

1 2020 10 HKFRS HKAS 39  HKFRS HKFRS
HKFRS 16
2021
2020
2 2019 HKFRS 16 HKAS 17
2019
ROU 2018 12 31
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Regulatory Disclosures

Banking Disclosure Statement 2020

2020 12 31

18,063

Tier
Tier

cC )

2020

2020 12 31

2019 12 31

RWA

CET

ooooooo
12 31
2020 2019
6.4 6.7
555,553 537,460
8,705,672 8,078,204
www . hsbc.com.hk
2020
HKMA
RWA
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12 31
2020 2019
2,378,821 2,318,266
113,650 79,758
107,661 97,908
356,861 355,448
2,956,993 2,851,380
12 31
2020 2019
583,078 567,320
1,072,171 1,043,521
944,943 912,550
356,801 327,989
2,956,993 2,851,380
2020 12 31
12 31
2020 2019
Tier  CET
712,119 690,104
845,353 814,678
(1,454) (1,454)
(44,815) (44,615)
(87,165) (78,505)
27,907 27,459
66,178 64,603
(10,801) (10,316)
CET (27,470) (26,828)
CET (230,574) (225,922)
(1,648) (1,554)
(23,276) (20,132)
(3,273) (2,214)
(33) 41
1,814 2,013
12 (4%
LAC
(119,868) (105,426)

30/366




CET

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Tier AT

AT
AT
Tier
Tier

Tier
Tier
Tier

Tier

AT

Tier

LAC

HKMA

Tier

CET AT Tier
Banking Disclosure Statement 2020

2020

31/366

OooooOodd

(66,215) (74,626)
(18,063) (23,979)
509,452 491,641
46,101 45,819
44,615 44,615
1,486 1,204
46,101 45,819
555,553 537,460
66,717 68,340
3,101 3,114
15,698 14,839
30,451 34,236
16,451 16,151
1,016 -
(7,725) (6,866)

@.725)] | (6.866)]
58,992 61,474
614,545 598,934
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RFR
Libor
Libor 2021 Libor
Ibor 2020
2
Libor Libor SIBOR
253,239 2,688 63,100 49,521
119,269 12,192 - 4,125
6,252,168 3,281,539 299 1,466,484
SIBOR SORA
Libor Libor Libor EONIA SOR THBFIX
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2021 12 31
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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-
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BB- B BB+ CRR 0.741 - 4.914 1.501 - 20.000
CRR
B- C B- CRR 4.915 - 99.999 20.001 - 99.999
CRR
CRR 100 100
CRR10
1 CRR
2 12 PIT PD
/
1.2(i)
1.2(i)
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1.2
O)
1.2(i)
150 210
180
360
60
HKFRS
ECL
HKFRS
2020 2019
1 1
12 31 / ECL / ECL

3,697,568 (28,887) 3,738,269 (17,394)
403,908 e 328,934 (29)
1,869,268 (713) 1,540,963 (341)
347,999 - 202,747 @

21,943 - 21,140 -

313,404 - 298,944 -
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FVOCI

ECL

2 Fvocl

12

POCI
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Ooooood
520,344 - 422,333 -
475,553 G27) 434,523 (223)
190,025 (186) 161,276 @17)
82,849 - 85,385 -
6,053,593 (29,624) 5,693,551 (17,764)
1,725,963 (825) 1,630,005 (560)
32,358 124) 41,163 (62)
1,758,321 (949) 1,671,168 (622)
7,811,914 (30,573) 7,364,719 (18,386)
ECL ECL
2 1,689,820 (167) 1,457,362 (64)
ECL
ECL ECL
ECL ECL
ECL
ECL
ECL
ECL
ECL
FVvOCI ECL
POCI
3,150,921 510,040 35,752 855 3,697,568
1,381,495 61,790 9,062 - 1,452,347
1,580,976 391,635 26,514 853 1,999,978
188,450 56,615 176 2 245,243
401,256 2,652 - - 403,908
1,854,154 14,834 279 1 1,869,268
1,677,242 48,538 183 - 1,725,963
1,205,969 6,129 79 - 1,212,177
388,833 34,095 104 - 423,032
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ooooood
? 82,440 8,314 - - 90,754
25,786 6,522 50 - 32,358
4,043 2 6 - 4,051
1
20,737 6,241 44 - 27,022
2 1,006 279 - - 1,285
2020 12 31 7,109,359 562,586 36,264 856 7,729,065
ECL
POCI
(4,393) (6,438) (17,694) (362) (28,887)
(1,809) (3,463) (1,872) - (7.144)
1
(2,428) (2,897) (15,763) (360) (21,448)
2
(156) ® (9) @) (295)
9 ® - - (1))
452) (221) (40) - 713)
(514) (281) (30) - (825)
©) - - - ©)
1
(492) (266) (30) - (788)
2 D) (15) - - (36)
GD (56) an - (D)
- - O - O
1
(D) (56) (16) - 123)
2 - - - - -
2020 12 31 (5,429) (7,001) (17,781) (362) (30,573)
ECL
POCI
0.1 1.3 49.5 42.3 0.8
0.1 5.6 20.7 - 0.5
1
0.2 0.7 59.5 42.2 1.1
2 0.1 0.1 33.5 100.0 0.1
0.0 0.2 - - 0.0
0.0 1.5 14.3 - 0.0
0.0 0.6 16.4 - 0.0
0.0 - - - 0.0
1
0.1 0.8 28.8 - 0.2
2 0.0 0.2 - - 0.0
0.2 0.9 34.0 - 0.4
- - 16.7 - 0.0
1
0.2 0.9 36.4 - 0.5
2 - - - - -
2020 12 31 0.1 1.2 49.0 42.3 0.4
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30 DPD
30 30
30 DPD 30
DPD
ECL
29 30 29 30
DPD DPD DPD DPD
2020 12 31
510,040 499,567 6,590 3,883 (6,438) (5,505) (268) (665)
61,790 53,063 5,311 3,416 (3,463) (2.642) (@04) (617)
391,635 389,941 1,227 467 (2,897) (2. 785) ) “8)
56,615 56,563 52 - 78) 8) - -
ECL
29 30
DPD DPD
2020 12 31
1.3 1.1 4.1 17.1
5.6 5.0 3.8 18.1
0.7 0.7 5.2 10.3
0.1 0.1 - -
PoCI
3,423,956 296,522 16,639 1,152 3,738,269
1,351,575 45,606 5,575 - 1,402,756
1
1,850,316 222,819 10,914 1,149 2,085,198
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
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(3.480) (4,615) (8,999) (300) (17,394)
(1,732) (2,646) (1,325) - (5,703)
! (1,622) (1,844) (7,525) (297) (11,288)
2 (126) (125) (149) ®) (403)
(26) ® - - 29
(214) an (50) - (341)
(303) (236) @ - (560)
- ) - - )
! (293) (230) @D - (544)
2 (10) ®) - - (15)
(29) (20) (13) - (62)
- - ® - ®
! (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
! 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
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
! 0.1 0.3 33.3 - 0.2
2 - - - - -
2019 12 31 0.1 1.4 53.6 26.0 0.3
30 DPD
30 30
30 DPD 30
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ECL
29 30 29 30
DPD DPD DPD DPD
2019 12 31
296,522 284,357 8,254 3,911 (4,615) (3,926) (255) (434)
45,606 35,607 6,505 3,494 (2,646) (2,033) 217) (396)
222,819 220,715 1,687 417 (1,844) (1,768) (38) (38)
28,097 28,035 62 - (125) (125) - -
ECL
29 30
DPD DPD
2019 12 31
1.6 1.4 3.1 11.1
5.8 5.7 3.3 11.3
0.8 0.8 2.3 9.1
0.4 0.4 - -
2020 2019
347,999 202,746
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21,943 21,140
313,404 298,944
434,029 445,298
422,945 280,642
35,145 33,464
520,344 422,333
403,884 328,905
3,668,681 3,720,875
2,164,846 1,891,661
83,203 87,632
197,362 165,497
8,613,785 7,899,137
3,326,935 3,346,414
325,631 315,257
3,001,304 3,031,157
12 31 11,940,720 11,245,551
2020
PoCI
1.2
()
ECL
ECL
ECL
ECL HSBC
HSBC
FEG 2020
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ECL
2020 Covid-19
2020
ECL
ECL
Covid-19 HSBC
2021
Covid-19
2021
2021
2021

2020

66/366



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

WT1 43
2021 2025
GDP
2020 (6.2) 2.0
2021 4.3 7.8
2022 2.9 5.3
2023 2.6 5.2
2.9 5.6
2020 5.8 3.9
2021 5.0 4.1
2022 3.9 4.2
2023 3.8 4.1
4.0 4.0
2020 (0.8) 2.3
2021 @.2) 4.7
2022 2.4 5.7
2023 5.2 5.0
2.3 4.7
2020 1.2 3.2
2021 1.0 2.9
2022 1.1 3.0
2023 1.2 3.1
1.3 3.1
70.0 80.0

Covid-19
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GDP 13.8 (4Q21) 20.5 (1Q21)
3.0 (3022) 3.9 (4Q21)
4.9 (1Q22) 12.2 (1Q22)
1.1 (1Q21) 3.0 (1Q21)
5.0 10.0
6DP
2021
2021
2021
2020
Covid-19
2020
Covid-19 2020

Covid-19
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GDP

GDP

2021

GDP

GDP
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Covid-19

-2.1 (3Q21) -1.3 (4Q21)

6.4 (1021) 4.3 (3022)

-6.8 (3Q21) 0.3 (4Q21)

1.1 (4Q22) 2.8 (1Q21)

20.0 8.0

2021 2022
2021
2022
-8.3 (4Q21) -9.5 (4Q21)
6.7 (3Q21) 6.1 (3022)
-21.0 (4Q21) -19.4 (4Q21)
1.3 (1Q21) 4.0 (2021)
5.0 2.0
2021 2022
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2021
Covid-19
2020
80 10
70 20
70 25
2021
HKFRS ECL 2020
Covid-19
Covid-19
ECL
ECL
ECL
PD LGD
ECL
PD

LGD

70/366



ECL
ECL

PD

LGD
LTV

HKFRS

ECL

2020 12 31

2020

2020 12 31

LGD

ECL

ECL

Covid-19

ECL
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PD LGD

LGD
ECL
PD
HKFRS ECL
2020 10
HKFRS

HKFRS

ECL
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ECL !
2 0.21 0.03 0.24
2.99 2.99

1.15 1.15

1.31 1.31

2.67 3.02 5.69
1 ECL
2 WPB
2020 Covid-19

GDP
ECL 2020
2020 ECL 2020 10
FEG
PD
ECL
2020 12 31 2.7 ECL
1.3 ECL 1.2
CEBE
ECL
ECL
100 ECL ECL

ECL
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100

ECL
ECL

2020 12 31
ECL
ECL

2019 12 31
ECL
ECL
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ECL ECL
ECL
ECL LGD
ECL
ECL
1
HKFRS ECL
3,675 897
3,009 718
1,638 217
5,208 1,954
10,568 8,979
1
HKFRS ECL
2,555 966
1,895 919
1,877 740
1,901 826
4,284 1,168
5,452 N/A
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1 EcL
ECL
2
2020 12 31 ECL
1
HKFRS ECL
ECL
ECL
2020 12 31
2,959 2,822 2,1 3,043 4,153
2019 12 31
2,718 2,306 2,197 2,383 4,128
1 EcL
2 ECL HKFRS
ECL 2019 12 31 Covid-19
ECL
ECL ECL 12
CRR PD

POCI
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ECL ECL ECL ECL ECL
2020 5,383,650 (3,839) 331,701  (4,874) 16,775 (9,032) 1,152 (300) 5,733,278  (18,045)
(288,695)  (2,585) 259,962 4,322 28,733 (,737) - - - -
975.023)| | 2.504 975,023 | | (2.504) - - - - - -
702,624 6,130 | (r02,624) | 5,130 - - - - - -
(17,478) 95 @4,362) | 1,821 31,840 (1,916) - - - -
1,182 (54) 1,925 (125) (3,107) 179 - - - -
ECL
- 1,978 - (2,5%) - (5,702) - - - (6,322)
1,422,036 1,743) - - - - 2 - 1,422,038 (1,743)
(1,093,254) 320 (182,195) 687 4,249) 1,357 - - (1,279,693) 2,364
(235,616)  (1.037) 140,675 4 i) 606 (293) 10 (95,193) 1)
- 1,501 - (6,709) - (9,339) - ) - (14,618)
ECL
- 489 - 2,626 - 26 - - - 3,141
- - - - (6,064) 6,058 - - (6,064) 6,058
- - - - ©® 2 - - ® 2
65,974 ®7) 17,610 (37) 744 14 ®) [6H) 84,322 (291)
2 5 - @ 3 8 - - 5 11
2020 12 31 5,254,097 (4,978) 567,753  (6.781) 35,984  (17.739) 855 (362) 5,858,689  (29,860)
ECL (17,595)
733
(154)
ECL (17,016)
2020 12 31
2020 12 31
ECL ECL
5,858,689 (29, 860) (17,016)
1,869,268 (713) (452)
1,108 - -
HKFRS
N/A N/A Q47
82,849 - -
HKFRS
7,811,914 (30,573) (17,615)
FVoCI 1,689,820 @167) (10%)
ECL ECL N/A (30,740) (17,719)
POCI
ECL ECL ECL ECL ECL
2019 5,190,396 (3,339) 213,434 (3,849) 19,836 9,772) 721 (279) 5,424,387  (17,239)
(199,043)  (1,999) 192,106 2,829 6,937 (830) - - - -
| ol | ool || | ool | 11 I T I T
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ECL

ECL

2019 12 31

ECL

ECL

HKFRS

HKFRS

FVOCI
ECL
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227,072 2,849) | 27.0m2)| | 2.849 - - - - - -
(1,987) 48 6,513)| | 1,086 8,500 (1,104) - - - -
527 (102) 1,036 (172) (1,563) 274 - - - R
- 1,657 - @,887) - (215) - - - (445)
1,655,668 (1,347) - - - - 555 - 1,656,223 (1,347)
(1,132,107) 274 (77,234) 590 (4,991) 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)
- (50) - 39 - 113 - - - 102
- - - - (4,842) 4,842 (41) 41 (4,883) 4,883
- - - - (980) 394 - - (980) 394
(7,733) 16 479) 0 63 <)) @ @ (8,151) @4)
(19,395) (15) 3 3) (98) 21 89 ) (19,401) @
5,383,650 (3,839) 331,700  (4,874) 16,775 (9,032) 1,152 (300) 5,733,278  (18,045)
(6,058)
863
(197)
(5,392)
2019 12 31
2019 12 31
ECL ECL
5,733,278 (18,045) (5.392)
1,540,963 (341) (134)
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)
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2020 12 31
ECL

HKFRS
1,926,557 861,848 832,072 40,484 36,607 3,697,568 (28,887) 3,668,681
1,220,972 146,492 70,098 5,723 9,062 1,452,347 (7,144)| | 1,445,203
604,310 631,415 702,801 34,085 27,367 1,999,978 (21,448)| | 1,978,530
101,275 83,941 59,173 676 178 245,243 (295) 244,948
393,732 8,441 1,650 85 - 403,908 (24) 403,884
338,968 8,332 699 - - 347,999 - 347,999
21,943 - - - - 21,943 - 21,943
313,404 - - - - 313,404 - 313,404
315,534 135,842 68,968 - - 520,344 - 520,344
389,024 75,792 10,737 - - 475,553 (527) 475,026
100,460 46,003 42,535 747 280 190,025 (186) 189,839
1,579,022 69,909 30,197 - - 1,679,128 (167) 1,678,961

HKFRS
360,104 47,456 24,962 1,507 - 434,029 - 434,029
23,285 6,068 2,197 - - 31,550 - 31,550
258,643 75,131 11,431 318 2 345,525 - 345,525
6,020,676 1,334,822 1,025,448 43,141 36,889 8,460,976 (29,791) 8,431,185

71 16 12 1 0 100
1,627,804 704,123 464,521 14,968 1,978 2,813,394 (825) 2,812,569
101,381 121,415 78,434 4,046 879 306,155 (432) 305,723
1,729,185 825,538 542,955 19,014 2,857 3,119,549 (1,257) 3,118,292
1
Fvoct
2019 12 31
ECL
HKFRS
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1,997,523 946,831 755,183 21,067 17,665 3,738,269 (17,394) 3,720,875
1,173,323 138,004 81,345 4,419 5,575 | | 1,402,756 5,703)| | 1,397,053
707,662 731,017 || 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 - - - - 208,944 - 208,944
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 a1 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
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 12 0 0 100
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 (213) 296,078
1,752,924 786,950 486,848 16,872 627 3,044,230 (774) 3,043,456
1
Fvoct
HKFRS
ECL
393,732 8,441 1,650 85 - 403,908 (24) 403,884
392,766 7,082 1,408 - - 401,256 @9)|| 401,237
966 1,359 242 85 - 2,652 ®) 2,647
POCI - - - - - - - -
1,926,557 861,848 832,072 40,484 36,607 3,697,568  (28,887) 3,668,681
1,907,066 697,619 541,177 5,059 - || 3,150,921 (4,393)| | 3,146,528
19,491 164,229 290,895 35,425 - 510,040 (6,438)[ | 503,602
- - - - 35,752 35,752 (17,694) 18,058
POCI - - - - 855 855 (362) 493
1,479,334 265,966 122,941 747 280 1,869,268 (713) 1,868,555
1,475,066 263,384 115,572 132 - || 1,854,154 @s2)| | 1,853,702
4,268 2,582 7,369 615 - 14,834 @21) 14,613
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- - - - 279 279 (40) 239
POCI - - - - 1 1 - 1
1,270,557 328,523 122,817 3,883 183 1,725,963 (85) 1,725,138
1,269,249 307,836 98,578 1,579 -1 1,677,242 G14)| | 1,676,728
1,308 20,687 24,239 2,304 - 48,538 (281) 48,257
- - - - 183 183 (30) 153
pOCI - - - - - - - -
7,694 12,634 10,896 1,084 50 32,358 (124) 32,234
7,272 11,095 7,374 45 - 25,786 [G)) 25,735
422 1,539 3,522 1,039 - 6,522 (56) 6,466
- - - - 50 50 an 33
POCI - - - - - - - -
2020 12 31 5,077,874 1,477,412 1,090,376 46,283 37,120 7,729,065 (30,573) 7,698,492
FVoCI
1
1,578,971 69,886 30,197 - - || 1,679,054 @s7)| | 1,678,887
50 24 - - - 74 - 74
POCI - - - - - - - -
2020 12 31 1,579,021 69,910 30,197 - - 1,679,128 (167) 1,678,961
1
Fvoct
ECL
308,236 19,338 1,357 3 - 328,934 (29) 328,905
307,968 19,313 1,071 3 - 328,355 @6)|| 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 -1 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 1| | 1,530,696
2,407 3,090 3,731 656 - 9,884 an 9,807
- - - - 167 167 (50) 117
POCI - - - - 2 2 - 2
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 - - - - - - - -
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2019 12 31

FVOCI

POCI
2019 12 31

Fvocl

Covid-19

2020 12 31

39.0

212.9

2020 12 31

55.8
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4,832,020 1,457,896 945,481 25,966 17,971 7,279,334 (18,386) 7,260,948
1,382,708 60,180 9,301 - -1 1,452,189 (64)| | 1,452,125
21 22 - - - 43 - 43
1,382,729 60,202 9,301 - - 1,452,232 (64) 1,452,168
90
180
90
2020 12 31
HSBC
19.9 2020
16.4 2020
3.6 2020 16.7
91.8 2020
2020 12 31
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- 6 6
- 7,518 7,518
- 37 37
- 2,818 2,818
HSBC
3 - 3
8,713 128 8,841
1 5 6
582 196 778
HSBC
3 6 9
8,713 7,646 16,359
1 42 43
582 3,014 3,596
HSBC
1.2 2.0 1.5
HSBC
0.2 2.7 1.0
2020 12 31
3 - 3
82,356 5,178 87,534
HSBC
HSBC - - -
HSBC 1 4,295 4,296
HSBC
3 - 3
82,357 9,473 91,830
HSBC 5.9 1.1 4.1
500
1
ECL
Covid-19
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2020 2021

12
HSBC

LTV

CDS

CDS
CDS

CDS
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LTV
70
71 9
91 100
Q)
A
LTV
70
71 2
91 100
®

LTV
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LTV

2020 2019
1,124,513 0.0 1,044,885 0.0
940,033 0.0 914,665 0.0
148,242 0.0 108,813 0.0
36,238 0.0 21,407 0.0
2,852 0.0 2,525 0.0

2,762 2,445

1,127,365 0.0 1,047,410 0.0
26,554 0.6 26,748 0.3
22,045 0.4 19,430 0.1
4,059 1.4 6,743 0.7
450 2.0 575 .3
116 3.4 151 6.6
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B 111 139
26,670 0.6 26,899 0.4
4,556 6.4 1,997 6.9
LTV
70 3,185 4.7 1,433 3.4
71 90 1,245 8.8 422 13.5
91 100 126 25.4 142 22.5
© 119 52.1 97 59.8
c 103 85
4,675 7.5 2,094 9.4
12 31 1,158,710 0.1 1,076,403 0.0
CRR
CRR 10
2020 2019
ECL ECL
303,890 0.0 344,010 0.0
321,650 0.1 387,796 0.1
) 20,941 0.3 27,155 0.1
A 12,163 15,724
646,481 0.1 758,961 0.1
23,644 0.1 5,326 0.9
73,991 0.6 17,781 1.0
®) 3,092 1.3 589 0.3
B 1,315 423
100,727 0.5 23,696 1.0
298 6.4 165 9.1
© - - - -
c - -
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298 6.4 165 9.1
POCI
) - - - -
D - -
12 31 747,506 0.1 782,822 0.1
CRR 10
2020 2019
ECL ECL

1,918,586 0.1 2,164,436 0.1
398,232 0.1 345,386 0.1
0 242,375 0.1 242,433 0.1

A 103,582 103,251
2,559,193 0.1 2,752,255 0.1
294,547 0.4 191,455 0.6
129,799 0.9 108,229 0.6
®) 40,104 1.1 37,016 0.3

B 19,214 16,629
464,450 0.6 336,700 0.6
16,948 75.1 6,815 78.4
3,555 18.4 2,005 46.0
© 7,753 31.8 2,353 60.5

c 4,171 1,046
28,256 56.1 11,173 68.8

POCI

506 36.4 706 11.5
348 51.4 200 0.5
) - - 246 88.6

D - 233
854 42.5 1,152 26.0
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12 31 3,052,753 0.7 3,101,280 0.4

ABS ABS
CDS

oTC

CVA

)

10
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2020 12 31
210,707 250,116
2019 12 31
201,509 225,392
LFRF
LFRF
LFRF
ALCM LFRF
LFRF
ALCO
ILAA
ILAA ALCO
ILAA
ALCO
ALCM
ALCO
TALCO
ALCO RMM
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ALCM LFRF

ALCM

LCR
NSFR

LCR

NSFR

12
LCR

2021 LCR NSFR
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LCR
LFRF LCR
1SDA CSA
2020
2020 Covid-19
BLR 11( ) LCR NSFR
LCR NSFR 100
LCR
2020 2019
12 31 12 31
LCR 172.1 163.5
2020 LCR
2019 12 31 163.5 8.6 2020 12 31
172.1
LCR HQLA BLR
2020 HKMA
B 2B HQLA
HQLA
2020 2019
12 31 12 31
1,870,016 1,528,908
2A 78,515 80,174
2B 34,468 10,788
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oooooog
1,982,999 1,619,870
NSFR
2020 2019
12 31 12 31
159.3 145.8
2020
NSFR 2019 12 31
145.8 13.5 2020 12 31 159.3
NSFR
2020 Banking Disclosure
Statement 2020
IRRBB
BSM
ALCO
ALCO
NI ALCO
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NI
NI
NI

EVE

NI EVE

EVE

EVE Tier EVE

VaR
VaR

2020

2020
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1
2 2
GBM MT GBM MT~ CMB WPB
VaR VaR
GBM
MT
HSBC
VaR VaR GBM
GBM ALCO

VaR
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VaR
VaR VaR
VaR VaR
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
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VaR
VaR
VaR
VaR
VaR VaR
250
VaR
2020
2020 Covid-19
Covid-19
Covid-19 Covid-19

2020
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VaR
VaR
VaR 2020 12 31
VaR 2019 12 31 Covid-19 2020
VaR
1
99
4 4 2 3
2020 12 31
50 130 62 45 (143) 144
48 140 62 49 172
96 250 118 106 251
2019 12 31
48 90 50 24 (110) 140
38 102 38 34 157
58 145 63 81 210
1
2
VaR VaR
3 VaR 2020 28 VaR RNIV
4 RNIV 2019
2020
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NFRMB
GRMM RMM

Covid-19
Covid-19
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2020
2020

RMM

2020

2020

Covid-19
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1BOR

HSBC

2020
2020 Covid-19

Covid-19

2020
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Al
Al

2018

2021
2021

2020

Al
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DoJ 2017 12
FCA 2013 166
FRB
2020
FCA 2020
2020 2020
FCA 2013
2020
2021 2020
2020 OFAC
FRB
2021 FRB
OFAC
FCA
2020
2020

2020
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Covid-19 HKFRS
GDP

2020

WMOF RMOF

HSBC

HSBC
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HSBC

WPB CMB

2020

2020

WPB
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DPF

ALCO
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2020

200

92 2019 92

2020 12 31
577,666 42,621 40,776 661,063
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ooooood
129,597 41,366 384 171,347
1,323 20 3 1,346
410,169 222 34,824 445,215
4,911 - 502 5,473
1
31,606 1,013 5,063 37,682
27,299 6 - 27,305
2
PVIF - - 65,052 65,052
13,422 1 4,652 18,075
618,367 42,628 110,480 771,495
31,786 7,732 - 39,518
547,128 34,348 - 581,476
3
9 - 10,436 10,445
- - 37,220 37,220
578,923 42,080 47,656 668,659
- - 102,836 102,836
578,923 42,080 150,492 771,495
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 21,903
28,031 44 - 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 9,018
- - 17,116 17,116
524,432 41,490 26,896 592,818
- - 91,705 91,705
524,432 41,490 118,601 684,523
1
2 PVIF
3 PVIF
4 HSBC
DPF
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DPF

PVIF
PVIF
2020 12 31 2019 12 31

+100 (1,673) (2,283) (538) (929)

-100 1,613 2,223 38 429

10 2,167 2,167 1,814 1,814
10 (2,183) (2,183) (1,840) (1,840)
10 673 673 327 327

10 (673) (673) 327) 327)
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100 2019 100

2020 12 31

2020 12 31
2020 12 31 2019
26
15 15
2020 12 31
47,444 168,811 311,975 517,761 1,045,991
8,558 18,308 14,708 9,162 50,736
56,002 187,119 326,683 526,923 1,096,727
2019 12 31
46,115 152,561 319,151 482,671 1,000,498
8,110 19,913 14,154 8,940 51,117
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54,225 172,474 333,305 491,611 1,051,615

2020 2019
12 31
10 (613) (509)
10 629 507
10 (575) (496)
10 676 564
10 (352) (314)
10 360 310
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2020
2020 46,237 34
90,196
2
2020 12 31
59,783 34,192 22,895 (5,357) 111,513
22,026 9,102 10,380 162 41,670
18,927 2,985 21,288 2,067 45,267
772 450 417 (15) 1,624
/ 58,261 3,627 - (325) 61,563
5,056 66 862 G72) 5,612
164,825 50,422 55,842 (3,840) 267,249
(74,394) (3,700) - 183 (77,911)
90,431 46,722 55,842 (3,657) 189,338
77,521 50,075 66,453 @,711) 189,338
12,910 (3,353) (10,611) 1,054 -
(4,441) (12,145) (1,128) ®) (17,719)
85,990 34,577 54,714 (3.662) 171,619
(47,292) (19,391) (24,013) (5,132) (95,828)
38,698 15,186 30,701 (8,794) 75,791
6 - - 14,399 14,405
38,704 15,186 30,701 5,605 90,196
2020 12 31
1,463,558 1,206,857 994,864 3,402 3,668,681
3,333,360 1,472,646 1,104,941 449 5,911,396
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2019 12 31
73,776 44,604 27,067 (14,544) 130,903
21,473 9,950 9,965 117 41,505
17,983 2,959 17,862 11,654 50,458
186 187 264 1 638
/ 56,222 4,380 - 327) 60,275
13,906 431 821 600 15,758
183,546 62,511 55,979 (2,499) 299,537
(75,627) (4,529) - - (80,156)
107,919 57,982 55,979 (2,499) 219,381
80,935 61,593 83,087 (6,234) 219,381
26,984 (3,611) (27,108) 3,735 -
(2,084) (3,034) (554) - (5,672)
105,835 54,948 55,425 (2,499) 213,709
(46,077) (19,442) (23,654) (4,321) (93,494)
59,758 35,506 31,771 (6,820) 120,215
346 - - 15,872 16,218
60,104 35,506 31,771 9,052 136,433
2019 12 31
1,409,169 1,244,027 1,066,254 1,425 3,720,875
3,101,820 1,345,176 985,018 410 5,432,424
1 2020
WP
31
2
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2020
90,196
19,390 15
18,401 14
165
Covid-19
12
1,129
2019
2020
10
10,146 64
PVIF
PVIF

oOoOooodn

2019

46,237 34
355
WPB
CMB
5,191 10
4,216

WPB 2020

1,288

Covid-19

2,245
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2020 2019
111,513 130,903
6,882,970 6,464,424
1.53 1.87
0.09 0.15
1.62 2.02
NIl 19,390 15
18,401 14
419
NIM
NIM 53
NIM 51
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2020 2019
1
15,654 14,634
(2,923) (4,424)
13,812 13,633
61,874 60,577
3,840 12,546
/ (364) 267
91,893 97,233
(78,093) (80, 156)
13,800 17,077
(440) (113)
13,360 16,964
(2,595) (2,095)
10,765 14,869
6 346
10,771 15,215
2 15,749 23,617
4,092 5,800
100 10
2019
Covid-19 2020 29
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2020
10
Covid-19
Covid-19 2020
15
ANP
100 10
ANP
2019 12 31
2020 12 31
41 54
95
112
15
50

2020 0.99
2020 0.44 2019 0.15

2020 12 31

14
BoCom
479 5,911
62.1 2019 68.5

32 2020 12 31 912
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2020 12 31 89,968
2019 12 31 81,643
15
2020 12 31 128,537
2019 12 31 137,930
16
2020 12 31 288,610
2019 12 31 248,258

17
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)
2021 31
Q) O Q)
46,440,991,798
0
0
0
2021 31
)
46,440,991,798
0
0
0
46,440,991,798
2020 12 31
46,440,991,798 172,335
116,103 56,232

2020 12 31
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)
)
) )
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 3,447,508,897 45,743,491,798 8.618.772 242_502 114,358,729,495.00 3,745,000,000.00
2017 28 45,743,491,798 114,358,729,495.00( 776 00 00 03| 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| » c22 000.000.00°| 7+198.000,000.00
(@D) (@)
2016 22 (1,050,000,000) 01 (1,050,000,000.00)" 0
) )
2017 28 (775,000,000)|  2,478,000,000 (775,000,000.00)°| 2,478,000,000.00
2018 11 20 (2,478,000,000) 0 (2,478,000,000.00)5 0
(@D) (@)
2016 22 (200,000,000) 200,000,000 | (200,000,000.00)* | 200,000,000.00
2018 11 20 (200,000,000) 0| (200,000,000.00)° 0
2016 22 1,050
2016 22 200
3,875
2.5
2016 18 3,448
2.5
2017 28 775
2017 24 698 2.5
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2,478 2018 12 31

200 2018 12 31
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)
)
2021 31
(@)
46,440,991,798 100
)
2020
HSBC
)
HKMA

CG-1
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2020 11

2020 11

2020 10

2021

2020
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2020

HKMA

2020
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2020

HKMA CG-5

2020 2020

2019 2020

2020 MRT

2020
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* HKMA
Covid-19
HSBC
HKMA CG-5
( )
2019
2020 12 31
PwC 2021

PwC
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15

2005

2021

2021

2021
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2012 11 26

2017 10

2010
HKMA
2005 2007
HKMA
1993 2005

HKMA

2020 10
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1992 26

2016

2000 HSBC

1996
1992

2012
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2013

2020 11 20

2013 10
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)

2015 2020 PwC 2020

PwC
)
)
a
125 163

b

c

d
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2020 12 31
38
59 131
2021 23

193

b.
2021 UFJ
14.05
2020 Annual
Report and Accounts 2020
2020 2020
1.1(d)

Annual Report and

Accounts 2020
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12 31
2020 2019
2a 111,513 1,566,758 130,903 1,839,187
147,376 2,070,633 191,322 2,688,074
(35,863) (503,875) (60,419) (848,887)
2b 41,670 585,464 41,505 583,145
52,370 735,799 53,099 746,041
(10,700) (150,335) (11,594) (162,896)
2c 32,172 452,017 36,388 511,251
2c 13,128 184,448 14,257 200,311
2c an (2.403) (305) (4,285)
2c 138 1,939 118 1,658
1,624 22,817 638 8,964
3 61,563 864,960 60,275 846,864
2d 5,612 78,849 15,758 221,400
267,249 3,754,848 299,537 4,208,495
3 (77,911) (1,094,650) (80,156) (1,126,192)
189,338 2,660,199 219,381 3,082,303
2e (17,719) (248,952) (5,672) (79,692)
171,619 2,411,247 213,709 3,002,611
4 (36,183) (508,371) (38,048) (534,574)
2f (46,304) (650,571) (44,769) (629,004)
29 (9,405) (132,140) (8,230) (115,632)
(3,936) (55,301) (2,447) (34,380)
(95,828) (1,346,383) (93,494) (1,313,591)
75,791 1,064,864 120,215 1,689,021
14,405 202,390 16,218 227,863
90,196 1,267,254 136,433 1,916,884
5 (14,505) (203,795) (21,393) (300,572)
75,691 1,063,459 115,040 1,616,312
66,997 941,308 104,200 1,464,010
2,450 34,423 1,522 21,384
6,244 87,728 9,318 130,918
75,691 1,063,459 115,040 1,616,312
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12 31
2020 2019
75,691 1,063,459 115,040 1,616,312
2,238 31,444 1,674 23,520
4,642 65,220 2,782 39,087
(1,648) (23,154) (606) (8,514)
112 1,574 23 323
(868) (12,195) (525) (7,376)
969 13,614 5 70
(4,393) (61,722) 681 9,568
5,551 77,992 (673) (9,456)
(189) (2,655) ®) 42)
(726) (10,200) 167 2,346
17,891 251,369 (3,606) (50,664)
(5,77%) (81,125) 3,673 51,606
(6,914) (97,142) 4,426 62,185
1,140 16,017 (753) (10,580)
1,647 23,140 2,854 40,099
1,654 23,239 2,859 40,169
Q) (98) ®) (70)
257 3,611 (2,060) (28,943)
320 4,496 (2,467) (34,661)
(63) (885) 407 5,718
(315) (4,426) 192 2,698
(384) (5,395) 245 3,442
69 969 (53) (745)
16,187 227,427 2,899 40,731
91,878 1,290,886 117,939 1,657,043
82,738 1,162,469 106,187 1,491,927
2,450 34,423 1,522 21,384
6,690 93,995 10,230 143,732
91,878 1,290,886 117,939 1,657,043
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12 31
2020 2019
347,999 4,889,386 202,746 2,848,581
21,943 308,299 21,140 297,017
313,404 4,403,326 298,944 4,200,163
7 600,414 8,435,817 622,761 8,749,792
8 422,945 5,942,377 280,642 3,943,020
9 178,960 2,514,388 153,511 2,156,830
520,344 7,310,833 422,333 5,933,779
403,884 5,674,570 328,905 4,621,115
10 3,668,681 51,544,968 3,720,875 52,278,294
11 2,175,432 30,564,820 1,900,298 26,699,187
32 83,203 1,169,002 87,632 1,231,230
14 168,754 2,370,994 151,917 2,134,434
15 89,968 1,264,050 81,643 1,147,084
16 128,537 1,805,945 137,930 1,937,917
5 3,325 46,716 2,179 30,615
17 288,610 4,054,971 248,258 3,488,025
9,416,403 132,300,462 8,661,714 121,697,082
313,404 4,403,326 298,944 4,200,163
25,699 361,071 25,576 359,343
136,157 1,913,006 106,396 1,494,864
248,628 3,493,223 179,819 2,526,457
18 5,911,396 83,055,114 5,432,424 76,325,557
19 60,812 854,409 87,532 1,229,825
8 428,211 6,016,365 292,231 4,105,846
20 167,013 2,346,533 160,291 2,252,089
21 79,419 1,115,837 106,933 1,502,409
4 2,701 37,949 2,595 36,460
32 296,308 4,163,127 311,111 4,371,110
22 215,987 3,034,617 203,252 2,855,691
3 581,406 8,168,754 528,760 7,429,078
2,669 37,499 12,614 177,227
5 30,997 435,508 29,889 419,940
23 4,065 57,113 4,066 57,127
8,504,872 119,493,452 7,782,433 109,343,184
25 172,335 2,421,307 172,335 2,421,307
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26 44,615 626,841 44,615 626,841
149,500 2,100,475 133,099 1,870,041
478,903 6,728,587 464,629 6,528,037
845,353 11,877,210 814,678 11,446,226
66,178 929,801 64,603 907,672
911,531 12,807,011 879,281 12,353,898
9,416,403 132,300,462 8,661,714 121,697,082
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12 31
2020 2019
90,196 1,267,254 136,433 1,916,884
13,341 187,441 10,677 150,012
(567) (7,966) (790) (11,100)
(14,405) (202,390) (16,218) (227,863)
70 984 14 197
18,452 259,251 6,535 91,817
114 1,602 568 7,980
735 10,327 878 12,336
(3.896) (54,739) (16,869) (237,009)
(22,323) (313,638) 4,819 67,707
(10, 696) (150,279) (78,600) (1,104, 330)
11,959 168,024 (189,346) (2,660,311)
(60,741) (853,411) (33,521) (470,970)
(25,449) (357,558) (20,652) (290, 161)
(119,373) (1,677,191) 6,146 86,351
547,781 7,696,323 239,913 3,370,778
29,761 418,142 36,117 507,444
(27,514) (386,572) 48,697 684,193
6,722 94,444 (852) (11,971)
42,517 597,364 (28,243) (396,814)
5,053 70,995 4,962 69,716
(602) (8,458) (391) (5,494)
(25,466) (357,797) (9,420) (132,351)
455,669 6,402,149 100,857 1,417,041
(875,648) (12,302,854) (836,492) (11,752,713)
823,410 11,568,911 762,125 10,707,856
(3,768) (52,940) (3,334) (46,843)
72 1,012 1,828 25,683
6,284 88,290 2,057 28,901
(7.331) (103,001) (6,019) (84,567)
69 969 299 4,201
(56,912) (799,614) (79,536) (1,117,481)
- - 8,617 121,069
(59,121) (830,650) (74,015) (1,039,911)
(59,121) (830,650) (65,398) (918,842)
/ 339,636 4,771,886 (44,077) (619,282)
2 677,664 9,521,179 721,609 10,138,606
30,507 428,623 132 1,855
12 31 3 1,047,807 14,721,688 677,664 9,521,179
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347,999 4,889,386 202,746 2,848,581
21,943 308,299 21,140 297,017
286,356 4,023,302 217,879 3,061,200
43,570 612,159 18,706 262,819
186,599 2,621,716 155,587 2,185,997
187,039 2,627,898 87,182 1,224,907
(25,699) (361,070) (25,576) (359, 343)

12 31 3 1,047,807 14,721,688 677,664 9,521,179
160,120 2,249,686 2019 195,528 2,747,168
46,104 647,761 2019 62,557 878,926
3,946 55,441 2019 5,410 76,011
1 2019 92,384 1,297,995
92,343 1,297,419 2020
303 4,257 2019 1,012 14,219
8,261 116,067 2019 9,736 136,791
2020
2 2019
32020 12 31 149, 565 2,101,388 2019
110,076 1,546,568 71,049 998,238 2019 66,943
940,549
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2020 12 31
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ooooooo
2019 12 31
Fvocl
1 2
172,335 44,615 464,629 72,013 6,959 (104) (28.118) 82,349 814,678 64,603 879,281
69,447 69,447 6,244 75,691
99) (5,286) 2,921 876 17,430 (102) 15,741 246 16,187
2,203 2,203 35 2,238
1,299 1,299 8 1,647
876 876 ] 969
257 257 257
(5,286)| (5,286)| (488) (5,774))
(312) (312) ®) (315)
43) (581) (102) (726) (726)
17,430 17,430 461 17,801
69,349 (5.286) 2,921 876 17,430 (102) 85,188 6,690 91,878
(54.268) (54.268) (4,853) (59.121)
120 213 333 12 45
©27n) (2.939) 3 3,280 (578) @74) (852)
172,335 44,615 478,903 63,793 9,883 772 (10.688) 85,740 845,353 66,178 911,531
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2019 12 31
FvoCl
1 2
2019

2,421,307 626,841 6,528,037 1,011,783 97,774 (.461)  (395,058) 1,157,003 11,446,226 907.672 12,353,898
975,730 975,730 87,728 1,068,459

/
.377) (74,268) 41,040 12,308 244,892 (1.433) 221,161 6,266 227,427
30,952 30,952 492 31,444
18,251 18,251 4,889 23,140
12,308 12,308 1,307 13,614
3,611 3,611 3,611
(74,268) (74,268) (6,856) (81,125)

/
(4,384)| (4,384)| (42) (4,426)|
(604) (8.163) (1.433) (10,200) (10,200)
244,892 244,892 6,477 251,369

/
974,353 (74,268) 41,040 12,308 244,892 (1.433) 1,196,891 93,995 1,290,886
4 (762, 465) (762, 465) (68,185)  (830,650)
1,686 2,993 4,679 169 4,847
5 (13,024) (41,223) 2 46,084 (8.121) (3.850) (11,971)

2020 12 31
2,421,307 626,841 6,728,587 896,292 138,856 10,847  (150,166) 1,204,647 11,877,210 929,801 12,807,011
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2019 12 31
Fvocl
1 2
2018 12 31 172,335 35,879 429,595 57,914 2,953 (99) (24,649) 78,830 752,758 60,162 812,920
HKFRS 16

13,483 13,483 13,483
2019 172,335 35,879 429,595 71,397 2,953 (99) (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 3,395 278 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
3 44,615 44,615 44,615
s (35,879) (35,879) (35,879)
4 (68,369) (68,369) (5,646) (74,015)
(42) 249 207 2 209
s (328) (2,779) 3,261 154 (145) 9
2019 12 31 172,335 44,615 464,629 72,013 6,959 (104) (28,118) 82,349 814,678 64,603 879,281
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2019
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2019 12 31
Fvocl
1 2
2,421,307 504,100 6,035,810 813,692 41,490 (1,391)  (346,318) 1,107,562 10,576,250 845,276 11,421,526
189,436 189,436 189,436
2,421,307 504,100 6,035,810 1,003,128 41,490 (1,391)  (346,318) 1,107,562 10,765,686 845,276 11,610,962
1,485,394 1,485,394 130,918 1,616,312
(27,383) 47,700 56,284 (70) (48,739) 126 27,917 12,814 40,731
23,548 23,548 (28) 23,520
30,474 30,474 9,624 40,099
(70) (70) 141 70
(28,915), (28,915) (28) (28,943)
47,700 47,700 3,906 51,606
1,574 1,574 1,124 2,698
42) 2,262 126 2,346 2,346
(48,739) (48,739) (1,925) (50,664)
1,458,011 47,700 56,284 70) (48,739) 126 1,513,311 143,732 1,657,043
626,841 626,841 626,841
(504,100) (504,100) (504,100)
(960,584) (960,584) (79,326)  (1,039,911)
(590) 3,498 2,908 28 2,936
(4,608) (39,045) 45,817 2,164 (2,037) 126
2,421,307 626,841 6,528,037 1,011,783 97,774 (1,461)  (395,058) 1,157,003 11,446,226 907,672 12,353,898
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3 2019 1,100 15,455 Tier 2019 4,600
64,630 Tier

4 HKFRS

5
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1.1
@
HKICPA
HKFRS
HKFRS HKAS 39
HKFRS HKFRS HKFRS 16
622
2020 12 31
2020 10 HKFRS HKAS 39 HKFRS
HKFRS HKFRS 16
2021
2020
®)
HKFRS
HKICPA 2021
HKICPA 2022 2023 HKFRS
HKFRS
HKFRS 17
2018 HKFRS 17 2020 10
HKFRS 17 2023

HKFRS 17
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1.24)
HKFRS 17 ( PVIF )
CSM
PVIF
HKFRS 17 HKFRS
HKFRS 17
CSM
HKFRS 17
©
ocl
ocl
ocl
@
HKFRS
10
1BOR 20 21
25 55
59 63

49 51
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COVID-19
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1.2

CGU

147/366



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

oely

12 31 12 31

BoCom

BoCom

BoCom

BoCom

14

(®)
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SPPI
(D
1.2(3)

©
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HKFRS

33

@

®© Fvocl
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FVOCI

oClI oClI

FVOCI

) ocl
ocl

@

0Cl1

DPF
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Q)

0Cl1

0Cl1

0Cl1

0Cl1
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(i) FVOCI

ECL
FVOCI
12 12
ECL 12
ECL

ECL ECL
12 ECL

POCI

90

180
90

ECL
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POCI

ECL
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ECL

30

CRR

PD CRR 3.3
PD

CRR PD
0.1 1.2 15bps
2.1 3.3 30bps

CRR 3.3 PD
PD

HKFRS PD

TTC PD TTC
CRR PD
CRR

CRR
CRR

0.1
1.1 4.2
4.3 5.1
5.2 7.1
7.2 8.2
8.3

CRR 23 27
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12 PD
PD
30 12
PD
PD
PD PD
12
ECL
POCI
ECL ECL
POCI
POCI
ECL
PD
EAD
ECL 12 PD LGD EAD
12 PD PD
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EAD

LGD

EAD

IRB
HKFRS

HKFRS

PD

PD PD
90

90

EAD
LGD LGD LGD

LGD

12 PD PD

12 PD PD

CRR
ECL DCF

ECL

ECL ECL 12
ECL

ECL

ECL
ECL
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ECL ECL

33
37 ECL

HKFRS ELC

33 37

ECL
ECL

PD LGD EAD

DPF
HKFRS
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DPF
DPF
DPF HKFRS
DPF
PVIF
PVIF
PVIF
PVIF PVIF
PVIF 15
59 63
PVIF

()
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m

0Cl1
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ocl
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@
2020 2019
220 309
127,178 160,387
Fvocl 20,167 30,974
(33,135) (56,493)
()
1
2
864 864 367 3 2,098
5,071 677 1,796 - 7,544
5,564 1,291 83 1 6,939
349 1,347 1,175 - 2,871
5,473 58 682 - 6,213
/ - 2,176 755 1 2,932
5,991 142 1 - 6,134
1 1 1,521 12 1,511
290 1,630 697 @18) 2,599
942 53 2,998 - 3,993
1,308 107 1 - 1,416
2,312 2,363 5,566 @,121) 8,120
28,165 10,709 15,642 (2,146) 52,370
(6,139) (1,607) (5,262) 2,308 (10,700)
2020 12 31
22,026 9,102 10,380 162 41,670
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2
1,304 893 340 1 2,538
4,874 646 1,694 1 7,215
6,755 1,726 85 1 8,567
232 1,693 1,367 1 3,293
2,821 43 696 - 3,560
/ - 2,590 690 - 3,280
6,992 158 - - 7,150
3 2 1,559 © 1,555
287 1,945 665 14) 2,883
755 51 2,936 - 3,742
1,602 131 2 - 1,735
2,530 2,148 5,297 (2,394) 7,581
28,155 12,026 15,331 (2,413) 53,099
(6,682) (2,076) (5,366) 2,530 (11,594)
2019 12 31 21,473 9,950 9,965 117 41,505
1 2020
WPB
31
2
2020 2019
9,373 11,400
13,850 16,324
(4,477) (4,924)
9,745 9,234
11,012 10,421
(1,267) (1,187)
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2019
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Ogoooood
2020 2019
35,141 42,813
(2,969) (6,425)
32,172 36,388
15,873 16,245
(2,745) (1,988)
13,128 14,257
arn) (305)
138 118
45,267 50,458
2020 2019
3,840 12,546
(996) 154
(61) @
(70) (14)
370 423
165 161
2,364 2,490
5,612 15,758
2019



®

12 31

0.15

®

12 31

2019 34

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2020 2019
16,509 5,420
17,242 6,283
(733) (863)
654 95
556 157
17,719 5,672
2020 0.44 2019
2020 2019
2,804 3,246
1,959 2,815
41,541 38,708
46,304 44,769
32
31

2019

165/366



@

12 31

Q)

2020 12 31

2019 12 31
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OooooOodd
2020 2019
6,059 5,620
3,346 2,610
9,405 8,230
2019 125
61,979 1,603 63,672
(2.091) 18) (2.109)
59,888 1,675 61,563
69,719 1,381 71,100
(10,798) Q@7 (10,825)
58,921 1,354 60,275
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74,810 5,594 80,404
25,876 5,990 31,866
48,934 (396) 48,538
(2,459) 34 (2,493)
Q@.,773) (50) (2,823)
314 16 330
2020 12 31 72,351 5,560 77,911
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
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2020 2019
2 2
494,181 (26,247) 467,934 433,668 (17,758) 415,910
(25,876) 2,773 (23,103) (26,960) 2,658 (24,302)
74,810 (2,459) 72,351 84,921 (10,677) 74,244
3,943 572 4,515 2,552 (470) 2,082
547,058 (25, 361) 521,697 494,181 (26,247) 467,934
34,579 (35) 34,544 34,921 (34) 34,887
(5,990) 50 (5,940) (6,095) 107 (5,988)
5,594 D)) 5,560 5,910 2 5,912
165 15 180 @157) (110) (267)
34,348 [0)) 34,344 34,579 (35) 34,544
581,406 (25,365) 556,041 528,760 (26,282) 502,478

168/366



12 31

HSBC

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2020 2019

33,367 34,674
893 1,264

1,923 2,110

1,528 1,516

395 594

36,183 38,048

694 2019 882
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/
2020 1 1 10,302 (12,848) (2,546)
- (318) (318)
- (492) (492)
- 174 174
202 (263) (61)
446 (830) (384)
446 - 446
(830) (830)
602 - 602
(1,097) 1,153 56
€)) 34 (36)
2020 12 31 10,453 (13,140) (2,687)
(2,701)
14
2019 1 1 13,856 (17,197) (3,341)
(511) (511)
(511) (511)
206 (274) (68)
927 (682) 245
927 927
(682) (682)
391 391
(1,290) 1,376 86
1 (3,788) 4,440 652

2019 12 31 10,302 (12,848) (2,546)
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(2,595)
49
1 2019 HSBC
ServCo
2020 12 31 2019 12 31
HSBC HSBC
10,453 10,453 219 10,302 10,302 177
1,547 1,547 1,354 1,354
5,562 5,562 6,034 6,034
L 2,838 2,838 2,391 2,391
2 506 506 219 523 523 177
1 1,722 669
2
HSBC LSRBS
HSBC
ServCo
1999
2019 12
75 25
ServCo
ServCo
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2020 12 31

2019

1

2019 12 31

1 2019

2021

ServCo
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0000000
ServCo
4,654 (5,252) (598) 4,445 (4,960) (515)
. (182) (182) - @as) @75)
- a2 | | @8y | | - | (175) 175)
80 (89) ) 76 ©4) ®)
114 (325) 11) 110 97) @87)
114 - 114 110 - 110
(325) (325) 97) @97)
183 - 183 174 - 174
(549) 549 - (484) 484 -
4 €D @n 33) a1 ®
4,486 (5,330) (844) 4,288 (5,001) 713)
(844) (713)
8,402 (9,749) (1,347) 478 (618) (140)
(194) (194) (182) (182)
aw | [ aw | | | | as) | | a8y |
68 (80) (12) 63 (73) (10)
390 (255) 135 416 (168) 248
390 390 416 416
(255) (255) (168) (168)
198 108 184 184
(637) 637 (460) 460
(3,767) 4,389 622 3,764 (4,379) (615)
4,654 (5,252) (598) 4,445 (4,960) (515)
(598) (515)
ServCo
175

ServCo

162
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1
2021 2022 2023 2024 2025 2025-2030
413 547 508 426 411 1,874
323 524 350 394 417 1,885
2019
2020 12 31 2019 12 31
HSBC HSBC
8,775 8,775 124 9,099 9,099 66
2,448 2,448 2,228 2,228
4,537 4,537 5,433 5,433
1,676 1,676 1,311 1,311
114 114 124 127 127 66
1,311
ServCo
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2020 12

2019 12

1 HKLT2019
2 HKLT2018

0.25
0.25

106

31
31
2019
2018
/
/
2019 110

2019
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ooooodo
2020
2021
0.50 HKLT2019"
1.75 3.00 HKLT2018°
Hong Kong Life Tables 2019
Hong Kong Life Tables 2018
HSBC
2020 2019 2020 2019
(180) (173) 185 178
182 183 @a78) (178)
26 2019 17
80 2019 93 2020
2019

32
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16.5

1.2(m)

12 31

12 31

2020
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OoOoOoOoOodno
2019
2020 2019
14,279 19,461
7,316 11,058
(457) ™
7,668 8,813
(248) (403)
226 1,932
(414) 1,975
36
604 43)
14,505 21,393
2020 2019
90,196 136,433
18,058 25,855
(2,523) (2,676)
(3,291) (3,969)
2,270 2,503
523 606
(532) (926)
14,505 21,393

175/366
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ooooooo
183 - 1,290 1,478 - 2,280 5,231
(332) (10,140) - - (16,462) (6,007) (32,941)
2020 149) (10,140) 1,290 1,478 (16,462) @3,727) (27,710)
6 9) 81 23 52) 73 112
/
(113) (503) (63) 1,176 729 (1,452) (226)
/ - - () w 1,140 973) 152
2020 12 31 (256) (10, 662) 1,294 2,676 (14,645) (6,079) (27.,672)
1 102 - 1,294 2,676 - 3,088 7,160
1 (358) (10, 662) - - (14,645) (9,167) (34,832)
111 - 1,419 1,314 - 1,870 4,714
(583) (8,057) - - (13,673) (4,599) (26,912)
2018 12 31 472) (8,057) 1,419 1,314 (13,673) (2,729) (22,198)
HKFRS 16
- - - - (2,664) - (2,664)
2019 “72) (8,057) 1,419 1,314 (16,337) (2,729) (24,862)
o - 7 (107) 25 118 42
/
324 (2,083) (138) 271 603 (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)
1 3,325 2019 2,179
30,997 2019 29,889
3,969
2019 3,497 1,917 2019
1,939 10
4,295 2019 3,197

176/366
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oOoOooodn

2020 2019

0.58 27,026 0.47 21,958
0.13 5,814 0.32 14,963
0.19 8,915 0.32 14,963
0.22 10,063 0.32 14,963
1.12 51,818 1.43 66,847
2,450 1,522

54,268 68,369

2020 12 31
0.47 21,665 2019 0.58 27,026

177/366
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OOooOoOoOoo
2020 2019
1,900
L 497
LIBOR 3.840
1,400
L 373
LIBOR 3.510
600
. 178
LIBOR 3.620
700
. 214
LIBOR 4.980
900 6.510 > 454 150
900 6.030 ° 420 110
1,000 6.000 2 370
1,200 6.172 2 445
600 5.910 2 249
1,100 6.000 ° 512
2,450 1,522
2019
2 2019

178/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OoOoOoOoOodno
2020 2019
113,668 131,967
265,255 281,555
166,385 177,463
1 55,106 31,776
12 31 600,414 622,761

179/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
18,274,306 100,371 238,746 232 238,978 261,792 2,625 264,417
26,906,526 304,554 357,195 6,099 363,294 327,675 6,718 334,393
591,614 13,810 13,810 19,072 19,072
553,790 5,381 5,381 5,955 5,955
115,673 2,138 2,138 5,030 5,030
46,441,909 404,925 617,270 6,331 623,601 619,524 9,343 628,867
(200, 656) (200, 656)
2020 12 31 422,945 428,211
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

180/366
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oOoOooodn
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ooOoooOoo
2020 12 31 192,048
(2019 252,443 ) Ibors
20 21
9
2020 2019
94 200 294 234 234
14,400 8,455 22,855 13,350 6,733 20,083
143,815 143,815 120,047 120,047
1 11,996 11,996 13,147 13,147
12 31 14,494 164,466 178,960 13,350 140,161 153,511

182/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2020 2019
3,697,568 3,738,269
(28,887) (17,394)
12 31 3,668,681 3,720,875
NACE
2020 2019
1,097,760 1,027,087
86,735 94,582
267,852 281,087
1,452,347 1,402,756
638,560 666,380
394,624 418,669
379,853 418,822
97,204 86,912
489,737 494,416
1,999,978 2,085,199
245,243 250,314
12 31 3,697,568 3,738,269
1
2,357,375 2,399,867
1,340,193 1,338,402

183/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2020 2019
3,715 (811) 2,904 3,214 (639) 2,575
3,439 (678) 2,761 2,955 (572) 2,383
2,717 (554) 2,163 2,593 (529) 2,064
2,135 (475) 1,660 2,204 (496) 1,708
1,913 (415) 1,498 1,936 (464) 1,472
22,186 (3,014) 19,172 23,195 (3,567) 19,628
36,105 (5,947) 30,158 36,097 (6,267) 29,830
(392) (175)
12 31 29,766 29,655
2020 2019

1,700,406 1,465,998

790,627 606,738

899,193 850,623

10,586 8,637

475,026 434,300

4,443 5,049

470,583 429,251

12 31 2,175,432 1,900,298

184/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn
2020 2019

9,826 157 7,906 141

413 3 376 7

347 6 355 5

12 31 10,586 166 8,637 153

2020 2019
46,846 88,365
1,830 228
28,307 12,806
76,913 76,019
17,608 11,648
86,240 52,473
12 31 257,744 241,539
210,185 208,436
HSBC
30,386

2019 63,194

185/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2020 2019
85,715 77,322 98,929 94,296
18,946 35 15,270 114
104,661 77,357 114,199 94,410
2020 2019
709,091 556,634
128,783 95,154

186/366
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HSBC

HSBC

HSBC

HSBC

HSBC

HSBC

31

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

187/366

oOoOooodn

62.14

100

100

100

100

100

100

12

HSBC



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooOoog
2020 2019
37.86 37.86

6,300 9,386
64,975 63,363
4,849 5,646
1,759,787 1,676,721
1,576,592 1,497,804
35,433 43,549
16,670 24,822
1,079 2,376
17,749 27,198

188/366
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12 31

2020 12 31

BoCom

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
2020 2019
164,767 148,154
4,011 3,787
29 24)
168,754 151,917
19.03
2020 12 31 57,815 2019 78,311
BoCom
BoCom BoCom BoCom
RES
RES BoCom HSBC
HKAS 28
BoCom
BoCom
VIU
2020 12 31
2020 12 31 2019 12 31
VIU
165.4 57.8 167.8 148.4 78.3

189/366



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

2019 12 31 VIU
VIU BoCom
BoCom
VIU
VIU
BoCom
VIU BoCom
VIU HKAS 36
VIU
BoCom
VIU
CmMC
VIU VIU
VIU
HKAS 36 VIU
2024 (2019
2024 2019
11.37 2019 11.24
CAPM CAPM
10.0 15.0
ECL
1.22 2019 0.95

2024

190/366

VIU cv
VIU
BoCom
BoCom
BoCom
CmMC
)
BoCom
10.3
CAPM

15.5

cMc

cmc

GDP

15.0

0.98
BoCom
BoCom

oOoOooodn

VIU

2019

ECL



0.88 2019
BoCom ECL BoCom
61
BoCom
ETR
17.0 2024
Tier 9.5

Tier

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

0.76

61 62 2019 61
ECL ELC
2024 61 2019
BoCom

3.5 6.7 2019 4.9 9.4

36.3 36.8 2019 37.1 38.8
BoCom

BoCom
7.8 16.5 2019 12.0
16.8 2019 22.5
BoCom
ETR

11.5 2019 11.5
2019 9.5

VIU

19
17

22

115
24
66
183
22

86

191/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oooooDod
VIU
VIU
VIU " VIU "
2020 12 31
169.3 -50 (10.0) 159.3
-50 11.0 180.3 169.3
-47 9.4 178.7 +53 ©.3) 160.0
2020 2024 2020 2024
9% 17.7 187.0 122 (16.5) 152.8
2025 76 2025 95
-40 0.4 160.7 +166 6.7 162.6
) 0.9 170.2 -69 (11.8) 157.5
-149 9.9 179.2 +120 ©.6) 159.7
-316 6.9 176.2 +820 ar.n 151.6
169.3 +207 (61.0) 108.3
-
ter 169.3 +263 (41.5) 127.8
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 (9.4) 158.4
2024 70 2024 81

-96 2.9 170.7 12 (0.4) 167.4
+14 1.9 169.7 102 14.1) 153.7
-175 7.7 175.5 +95 ) 158.4
_352 7.8 175.6 +250 (5.6) 162.2
167.8 +337 (64.1) 103.7

Tier
167.8 +322 “7.2) 120.6

VIU 140.9
187.9 2019 144.3 177.2
/ VIU

cMC

192/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oooooog
BoCom
BoCom 12 31 2020 12 31
2020 30 12 2020
10 2020 12 31
BoCom
30
2020 2019
945,836 874,238
832,226 841,420
6,751,280 5,689,981
3,941,375 3,394,004
349,120 315,310
12,819,837 11,114,953
2,122,220 2,262,654
7,852,322 6,765,782
1,605,846 1,026,377
241,177 179,723
11,821,565 10,234,536
998,272 880,417
BoCom
30
2020 2019
161,433 144,727
3,912 3,687
165,345 148,414

193/366



BoCom

BoCo

2020 12 31
305,291

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

30

oOoOooodn

2020

2019

170,586
49,624
(75,220)
(16,069)

(6,656)

161,079
50,233
(58,603)
(15,152)

(12,822)

79,585

(5,965)

87,556

2,470

73,620

90,026

4,907

356,609

194/366

4,810

2019
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12 31

3,233 2019
103

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

2,264

PVIF

195/366

oOoOooodn

2020 2019
7,109 6,315
65,052 61,075
17,807 14,253
89,968 81,643
15,283 2019 11,851
7,241 2019 6,219
603 2019

PVIF



PVIF

PVIF

12 31

8,829

DPF

PVIF

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2020 2019
61,075 48,522
3,840 12,546
5,360 8,779
(6,743) (5,531)
5,268 9,386
(45) (88)
137 7
65,052 61,075
1,022 2019
1,916 2019 282
2,330 2019 275
PVIF
PVIF
2020 2019
0.71 1.84
4.96 5.44
3.00 3.00

196/366
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oOoOooodn

PVIF

PVIF

62

PVIF

63

197/366
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12 31

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn
2020 2019
118,747 128,603
9,790 9,327
128,537 137,930
108,320 (2019 119,264 )

198/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
2020 2019
12 31 111,473 13,335 16,922 141,730 94,037 12,875 22,728 129,640
HKFRS 1
5 16 16,284 16,284
111,473 13,335 16,922 141,730 110,321 12,875 22,728 145,924
453 31 365 849 (119) 12 (152) (283)
770 635 2,363 3,768 1,034 447 1,853 3,334
2 (4,384) (4,396) (©) (903) (905)
1 (6,604) (6,604)
4,737 (4,737) (4,306) (4,306)
p (6,914) (996) (7,910) 4,426 154 4,580
42) 162 (80) 119 (129) (10)
12 31 100,791 13,167 15,266 129,224 111,473 13,335 16,922 141,730
84 13,043 13,127 73 17,487 17,560
10 305 315 6 (56) (50)
4,734 1,325 6,059 4,312 1,308 5,620
() (4,286) (4,287) [©) (874) (875)
1 (4,822) (4,822)
4,737 (4,737) (4,306) (4,306)
12 31 90 10,387 10,477 84 13,043 13,127
12 31
100,701 13,167 4,879 118,747 111,389 13,335 3,879 128,603
1 2019

199/366



20

92

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2020 2019
17,085 16,895
2020 12 31
20
7,189 2019 7,859

200/366
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oOoOooodn

2020 2019

24,301 28,326

61,269 53,163

46,705 47,302

25,365 26,282

2,783 1,521

33,796 27,289

58,584 35,824

35,807 28,551

12 31 288,610 248,258

197,362 2019 165,497

201/366
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Ogoooood
18
2020 2019
4,120,955 3,894,175
440,608 376,390
427,537 378,303
227,072 180,637
156,615 116,330
124,036 113,907
124,375 114,250
40,304 36,861
249,894 221,571
12 31 5,911,396 5,432,424
19
2020 2019
1 222 159
! 835 1,150
59,755 86,223
12 31 60,812 87,532

202/366
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20

12 31

2019 1,216
25 2019

21

20

12 31

203/366

oOoOooodn

2020 2019
77,822 74,761
49,673 48,506
39,518 37,024

167,013 160,291

735
2020 2019

94,894 90,365
34,198 65,074
129,092 155,439
(49,673) (48,506)
79,419 106,933
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EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

12 31

2019 195,122

204/366

oOoOooodn

2020 2019
21,588 25,600
46,775 47,355
30,056 35,807
60,714 40,299

1,124 1,417
10,057 9,291
43,881 41,687

1,792 1,796

215,987 203,252
207,899
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2019

2020

2019

2020

2020

2018

2019

2018

2018

2019

12 31

12 31

12 31

12 31

12 31

12 31

12 31

12 31

12 31

12 31

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Ogoooood
208 812 1,020
222 296 518
(269) (356) (625)
“2) (361) (403)
€)) 28 25
116 419 535
776
481
1,257
1,792
74 640 714
563 383 946
(402) (85) (487)
(29) (254) (283)
2 128 130
208 812 1,020
691
85
776
1,79

HKFRS

205/366
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OoOoOoOoOodno
2020 2019
400 3,101 3,114
500 5.050 2022
. 964 952
2027
12 31 4,065 4,066
1 500 5.05 2027 2022 11
24
2020 2019
116,103 116,103
1 56,232 56,232
12 31 172,335 172,335
2020 2019
12 31 172,335 46,440,991,798 172,335 46,440,991,798
1
2020 2019

206/366
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

DO RNWN R

Tier
2020 2019

1,000 2025 1 7,834 7,834
900 2026 2 7,063 7,063
700 2025 3 5,467 5,467
500 2025 3 3,905 3,905
600 2027 4 4,685 4,685
900 2024 5 7,044 7,044
1,100 2024 6 8,617 8,617
12 31 44,615 44,615

6.090

6.510

6.172

5.910

6.030

6.000

Tier

207/366
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oOoOooodn
9
347,998 347,999
21,043 21,043
313,404 313,404
504,141 4,561 476 a1 805 600,414
422,692 23 16 13 2 101 74 422,085
7,318 1,240 1,334 1,214 1,033 4,648 11,967 150,206 178,960
372,199 113,000 19,150 2,869 1,000 4,143 7,983 520,344
230,007 81,318 2,58 19,576 16,278 8,702 15,186 1,050 403,884
641,990 313,288 211,385 180,152 159,612 411,350 693,808 991,006 3,668,681
248,651 488,129 251,082 75,127 127,736 218,219 330,863 434,725 2,175,432
72,856 3,741 464 2 3,814 2,32 83,203
140,788 30,145 16,200 2,754 1,748 797 431 4,490 197,362
2020 12 31
3,423,078 1,035,445 569,603 262,138 307,433 652,669 1,002,728 1,581,477 8,034,571
481,832 481,832
2020 12 3 3,423,078 1,035,445 589,603 262,138 307,433 652,663 1,062,728 2,063,308 9,416,403
313,404 313,404
25,699 25,69
109,062 4,616 1,187 5,223 8,024 7,845 136,157
237,905 3,157 2,782 3,621 76 1,087 248,628
5,396,286 332,854 89,287 30,727 21,186 18,676 7,376 4 5,011,396
60,812 60,812
421,829 1,566 1,207 176 404 1,281 1,436 312 428,211
40,325 28,300 11,481 7,517 7,176 8,930 17,024 46,260 167,013
5,056 11,234 12,556 13,611 3,001 16,025 14,374 2,572 79,419
78,046 20,135 766 33 332 24,307 55,860 116,705 206,274
128,880 37,418 20,038 3,326 4,565 4,516 5,357 3,799 207,899
4,065 4,065
2020 12 31 6,817,304 439,480 138,117 69,198 48,953 74,912 109,451 181,562 7,878,977
625,895 625,895
2020 12 3 6,817,304 439,480 138,117 69,198 48,053 74,912 109,451 807,457 8,504,872

209/366
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OooooOodd
6

202,746 202,746
21,140 21,140
298,944 298,944
618,856 2,253 1,219 433 622,761
279,698 115 % 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 10,097 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
79,001 3,043 1,318 79 3,011 190 87,632
108,167 30,046 15,491 3,935 1,947 1,265 572 4,074 165,497
2019 12 31 2,903,402 943,259 546,289 246,112 261,325 647,906 1,134,847 1,522,144 8,205,284
456,430 456,430

2019 12 31
2,903,402 943,259 546,289 246,112 261,325 647,906 1,134,847 1,978,574 8,661,714
298,944 298,944
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 2 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
2019 12 31 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 31 5,866,910 606,279 244,441 63,375 60,419 58,518 125,665 756,826 7,782,433

1

210/366
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0000000
27
12
2020 12 31
313,404 313,404
25,699 25,699
109,090 4,818 6,602 8,076 7,885 136,471
238,153 3,263 6,630 1,238 249,284
5,397,993 333,682 158,267 28,007 16 5,917,965
60,812 60,812
421,811 1,462 1,561 2,840 312 427,986
40,602 29,077 26,457 26,549 46,371 169,056
5,121 11,445 31,445 31,699 2,686 82,396
78,063 21,920 5,873 97,021 122,569 325,446
127,644 36,648 26,098 9,208 3,792 203,390
16 47 249 5,225 5,637
6,818,392 442,331 262,980 204,887 188,856 7,917,446
2,815,447 136 2,815,583
39,923 39,923
9,673,762 442,331 262,980 205,023 188,856 10,772,952
90% 4% 2% 2% 2%
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%
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28
2020 2019
1 39,923 49,199
2 286,139 266,272
3,644 3,299
12 31 329,706 318,770
3
29,581 22,455
38,246 30,268
2,747,756 2,697,609
12 31 2,815,583 2,750,332
1
2
32020 12 31 HKFRS
1,725,963 (2019 1,630,005 )
HSBC
2020 12 31 37
29
2020 12 31 8,531

2019 7,413
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1
2020 12 31
2
583,241  (200,656) 382,585  (290,517)  (11,009)  (45,001) 36,058 40,360 422,945
532,974 (19,276) 513,698 (513,476) (166) 56 61,715 575,413
46,922 46,922 (46,892) 30 4,680 || 51,602
486,052 (19,276)| | 466,776 (466,584) (166) 26 57,035 || 523,811
1,116,215  (219,932) 896,283  (290,517) (524,485)  (45,167) 36,114 102,075 998,358
3
584,214  (200,656) 383,558  (290,517)  (15,977)  (47,483) 29,581 44,653 428,211
146,768 (19,276) 127,492 (127,281) @D 190 51,205 178,697
1,605 1,605 (1,595) 10 1,605
145,163 (19,276)| | 125,887 (125,686) @D 180 51,205 | | 177,092
730,982  (219,932) 511,050  (290,517)  (143,258)  (47,504) 29,771 95,858 606,908
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 Q7,5m0)| | 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) @37 523 43,022 173,981
1,978 (90) 1,888 (1,823) 65 1,888
146,648 @a7,5m| | 129,07 (128,576), @ 458 43,022 | | 172,003
544,678  (150,539) 394,139  (213,466)  (143,843)  (14,275) 22,555 72,073 466,212
1
2 79,027 2019 85,124
3 129,230 2019 133,693
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EXCO
CODM HKFRS
CODM CODM
HKFRS
2020 CODM
WPB
CMB
CMB
GBM
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10

2020 12 31
190,128 76,955 166 267,249
57,937 32,259 90,196

2020 12 31
6,636,693 3,487,821 (708,111) 9,416,403
6,141,296 3,071,687 (708,111) 8,504,872
1,727,502 1,417,787 3,145,289

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
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ooooooo
/
1 2
12 31 12 31
2020 2019 2020 2019
120,873 147,456 126,286 132,935
16,974 18,153 176,462 158,215
6,665 7,337 2,229 2,130
10,296 9,339 2,241 2,339
3,649 3,701 3,701 3,932
5,415 6,107 1,932 1,820
9,924 10,776 3,040 2,820
2,932 3,064 2,687 2,802
12,610 13,448 3,627 3,421
189,338 219,381 322,205 310,414
1
2
32
HKAS 24 KMP KMP
KMP
@
100
100
2020 12 31
ServCo 14,846

2019 15,718

ServCo
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IT
2020 2019
339 480 1 6 1,450
6,489 39 3,678 3,967 2,022
2,744 2,383
1,272 1,296
2 18 2 152
787 916 976 773
1 5,270 33,632 3,846 31,657
12 31
2,707 157,916 823 151,094
2 14 159 67 1,989
2,488 74,932 633 63,652
2,5 205 82,825 123 85,453
198,211 3,676 182,145 189,690 1,290 187,550
2 1 572 622
2.3 131,370 8 126,237 9
87,724 67,419
2.5 1,448 3,593 93,841 1,492 1,221 119,500
2,4,5 65,393 72 61,961 69
19,907 19,179
2,189 2,388
1 2020 137
2019 428
2
32020 12 31 TLAC 131,370
2019 126,237
12,518 2019 7,482
2,490 2019 2,313
4 2020 12 31 TLAC 65,393 2019 61,961
5
)]

HSBC
HSBC
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©
2020 12 31
641
2019 2.6
@
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2020 12 31
2019 3,396
9.3 2019 9.1
2020 59 2019 22
2020 12 31
2019 581 0.2
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2020 2019

12 31 12 31
33,577 22,811 34,813 16,001
42,377 17,263 19,602 4,016
1 1 1 1

2020 2019
315 336
9 9
4 1
103 104
431 450
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2020 2019
1 100,834 48,944
1 71,488 47,211
1,733 1,144
2 12,452 8,052
2 16,701 5,235
1
2
2019
2019 10 15 0.375 2.625
4.25 800
100
@™
17
12 31
2020 2019 2020 2019
1 2,690 4,101 4,291 4,301
4 6 9 8

2,694 4,107 4,300 4,309
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GBM

GBM

LIBOR
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2
2020 12 31
1 403,730 195,447 1,237 600,414 600,414
2,140 342,357 1,028 345,525 77,420 422,945
97,590 31,836 49,534 178,960 178,960
1,315,696 378,075 6,635 1,700,406 1,700,406
1 52,504 8,308 60,812 60,812
2,015 334,934 3,538 340,487 87,724 428,211
146,529 20,484 167,013 167,013
1
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 32,291 153,511 153,511
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
1 HSBC
2 HSBC
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2020 12 31
31,809 20,534 1,901 236
37,387 26,796 1,860 5 191
2019 12 31
32,281 9,198 131
16,872 15,069 2,359 599
/ 2019

2019 11,463
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HKFRS 13
CVA DVA
CVA
oTC
DVA
oTC
CVA DVA CVA DVA
CVA
PD
DVA
PD
CVA
PD
FFVA
FFVA  0OTC

FFVA DVA
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34
2020 12 31
520,344 518,295 2,106 520,401
403,884 393,953 10,374 404,327
3,668,681 61,885 3,588,431 3,650,316
475,025 81,912 450,962 2,012 534,886
136,157 136,157 136,157
248,628 248,629 248,629
5,911,396 5,911,813 5,911,813
79,419 80,066 80,066
1 4,065 3,749 3,749
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
12020 12 31 -
2,999 -
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HSBC HSBC
0 4 52 62 104 25 243
4 15 9 34 107 1 151
15 39 18 56 74
39 196 3 46 49
196 1 5 6
2020 12 31 61 118 318 26 523
26,808 26,476 71,481 8,521 133,286
204 1,653 1,857
24,823 71,481 96,304
26,604 8,218 34,822
303 303
56 56
56 56
539 3,822 23,024 7,137 34,522

2020 12 31
27,347 30,298 94,505 15,602 167,752
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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

2019 12 31

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

HSBC

2020 2019

232/366



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

0000000
36
2020 12 31
12 31
2020 2019
201,071 156,273
16,836 15,437
313,404 298,944
486,764 496,660
396,126 267,018
5,945 7,087
299,876 235,823
243,107 184,429
1,928,622 2,024,194
950,866 830,648
400,073 332,865
95,241 93,355
39,830 39,830
14,009 11,242
71,523 79,208
1,266 819
165,667 131,368
5,720,226 5,205,200
313,404 298,944
18,404 17,878
73,606 61,793
194,778 129,703
3,610,409 3,287,463
29,039 49,399
396,212 277,421
41,507 44,748
29,452 53,584
1,574 1,426
413,865 384,490
121,091 110,893
616 7,556
9,192 9,199
3,101 3,114
5,256,250 4,737,611
172,335 172,335
44,615 44,615
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25,726 27,101
221,300 223,538
463,976 467,589
5,720,226 5,205,200
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31
FVoCI
1 2

172,335 44,615 223,538 40,976 3,504 (119) (13,327) (3,933) 467,589
50,414 50,414
2 (4,255) 2,860 724 648 (¢))

2,149 2,149

711 711

724 724

306 306

(4,255) (4,255)

(304) (304)

648 648

50,416 (4,255) 2,860 724 648 50,393

(54,268) (54,268)

103 173 276

1,511 (1,525) fl))

172,335 44,615 221,300 35,196 6,364 605 (12,679) (3,760) 463,976
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3 2019
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oooooog
Fvocl
1 2
172,335 35,879 212,860 39,506 1,037 (84) (12,846) (4,267) 444,420
79,694 79,694
(1,993) 2,836 2,467 (35) (481) 2,79
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
1,100 Tierl 2019 4,600
Tierl 2019
1.2(n)



2012 12

FCA
FRB
AML

FCA

FRB
HSBC

2016

SIBOR/SOR

2018 10
2019

2018 11

BBSW

2020
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2013
166
FCA
FRB
SIBOR
BBSW
HSBC SIBOR
2018 10
2018 10
2019
2019
HSBC
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2020
HSBC HSBC AML
2020
2020
SOR
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HSBC
SIBOR
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39

40

2018

2021

HSBC

2021

HSBC

E14 5HQ

23
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11 CFG

CFG

11

2010 2011
DoJ FX DPA
DoJ
FX DPA FX DPA DoJ FX DPA

www . hsbc.com
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Consolidated Financial Statements

Consolidated income statement
for the year ended 31 Decembear

2020 P b
Hiotan “1_ HEm
Nt ntarsst NoomE ia 111,513 150, 90F
= _irtaragt incoma 147,376 150 52
L ] (35, {0415
Nl Tad moaeng &> 41,670 1506
= fwa Mooma 52370 L]
= fen axpanss (1o, 11554
Nat ncoma fiom hitansml metruenents hald Foe trading or managed on A fair valss baps b I2A72 o6 JEE
Nt Peorna From aesate and babiltieg of mseanss busnesis, nduding nisted defnabas, messwnd ot faif walue Brough
profd o loss & 13,128 14257
Changan in far valus of demgneted debis imsued snd ralsted darasinaes & {171} |05
Frangas v fad vatus of offr hirsnca! Aetnamants mandetondy massared of far vakis thrsegh prolt o ke &x 138 e
dmng lass lossas from fimsncal mvestmants 1,824 ERE
Nat nsurancs pram um meoma 4 61,563 E0dTE
Cithar oparsting nooma & 5,812 16, T6R
Total operating incomes 267,248 350507
Moat mswrnnos cloms end benedits pasd and monvem ant in ksbilhes to polioyholdes ¥ [Fr.a11) 1D, 168
et intema bofora in credit loszes and other cradit im o 185,338 219,581
Chenge in axpected credit losses and othar credit smpairmant choges e (7,718 B, E72]
Net sparating incema 171,619 218,005
Employas cornpanestson and banalite < (36, 183) | EE)
Genarnl and sdmanishretva axpanses X (s, 304y (44, hEE
Dapdacation and rrpasm ant of Bropdiy. piaat and sguirment E (9.305) 250
Amortisation and mpaimant of mbangibls assets (3.936) [2.447
Tetal operating sxpenzes {95, 828) 156,454
Cperating profit 7570 120,216
Snara of profit in beeccEtes Bred Pt ventures 14,405 16418
Profit belorse tax B0, 196 1505, 403
Tax Gxiarpg = |1¢£1 121 583
Profit for the year '.Fm'l 146,040
Artnbutabla T
= ardirmry sharaboldens of the pasmnt company [ A0l 200
- _othar aguty hakdars 2,450 1522
- mar-cantealfg nibs et 6,244 8.8
Prodit for the year TE,6491 146,040
The Hengkeng and Shanghal Banking Cerporation Limited Annual Reparnt and Ascounts 2020 71
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Consolidated Financial Statements

Consolidated statement of comprehensive income
for the year ended 31 Decem ber

2020 03
HHE$m HE$m

Prafit dor the yen 75,681 116,040
Cihar comprabarseve noormafexpanss)
leamia that will bs reclassified subssguently 1o profit of loss whan spacific conditions are mat
Dbt mEteurnanite ot T va ks THrowgh T Sompretansns Insoms 2,238 1674
= fmir vl geins 642 P
= fmr walue gains transfarred to the ncomae stetamant ﬂj [L=iE |
= axpactod cradil MRS Meo0gn@ad in ths moome satament 112 it
= micormna b B25)
Cesh flow hadges S0 5
— Pair walud gaine/]loeees) 14,393} ERY
= fmir wnlue igansiossas recenifad to the incoma stabament ﬂ,ﬂ?;l 1|
— incoma taees n ]
Share of othar comprabensiva moomalaxpanes] of sssocmtss and ont variumes [F28) 167
Euchonge diffaranc 17,89 FLE0G}
leems that will not be reclassified subsequently to profit or loss:
Propary ravelustion {5, 774) 2EH
= fair walus @Ring/lhoesss) 15,914 LEF
= NEHma tanes 1,140 [PEC)

EU.IIE metimant dnagnuud at fant yaloe Beugh other comepbhirEed Ao

= fmr wnlua goins
= GO TAXSE

Changaa in far vabus of financesl iabiltiss desgreted et foir velus upon mbesl ecognidon enang from chengas in own credi nak [l
- bafors negme i 45T

1,647 2 Bhd
1654
]
257
320
= IO ek (63 £07
315
[F64)
(-]
16,187

2,555
il

Agrnagegramant of delmed Daenafi sesatiabiiny 152
= bufots Aot M P

= NGO e Y
Other comprabenzive income for the year, net of tax 2053
Jeotal comprahensive income for the year 91,878 117,953
Attrbutabla ta

= arginary sharaholdaers of the pamnt company AR T 105,187
- athas squiay holdere 2,950 1522
= norkoontoling ntenests 6,000 10,230
Total comprehensive income for the year 91,878 117,958

72 The Hengkeng and Shanghai Banking Corporation Limitad Annual Report and Ascounts 2020
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Consolidated balance sheet
at 31 December
2020 2013
] HH$m HEgm
Aszeis
Caah and batsnces af gantm! banks 347,099 208, L5
Itmrs n tha coursa of collectan froen other banka 21,943 29,140
Harg Kang Boweirrnent oamihioatis of ndebladress 313,404 £ A4
Trading sesats e GO0, 414 B2 et
Danvatnos 3 422,945 260,542
Fantnis | apaata deignarted snd cihsrwies msndatonly massueed ot fan viikes through profig or loes & 176,960 1EE511
Revatns mpurchass agresmants - non-tradog 520,344 427 ST
Lomns snd achences o banks 403 884 228,508
Lot and pdvaioid 1o Sudlinens Ll 3,668,681 3.70.5675
Fmancm| mvastmants ! 2,175,433 1500 2598
Armcurts dus from Group compsnieg il 83,203 B
Irtar aats o mEeoc abes snd (ot vardu e Pl 168,754 161,217
Goodwl snd minnpble nasets il B5,968 B1.BL%
Propesty, plent end sgqug=-nent r 128,537 7530
Dafarrad tex nssets a 3,25 2478
Prapayanta Soafeed Moo bind othed saeite v 288.610 248,260
Total sasets 9,416,403 8861, 714
Lii il it e
Homg Kong curmncy notes n circultion 313,404 #50,544
Itésrme i Tha courss of e EEion 10 othar Beanke 25,699 26576
Repurchapes agraements = nom-trading 136,157 e s
Dapronita by banks 248,628 179,615
Cuformar scoounts rg 5,911,398 A0 dFd
Trmang listibiss i 60,812 BF 52
Duanwnlanse g 428,211 20¢ 23t
Finanoms| lablitas damgnatod et fair valos a 167013 TED 2
Dt pacurties 10 dsus ar 79,413 106563
Ratirsemant bansafit hnbsltias 4 2,70 555
Amcunts dus to Sroup companies & 206, 308 ai1in
Accunn end dofened moom e, other liskilibes snd provisions & 215,987 il i)
Leabilibsge wisdar irdunencs contects 4 81,406 628,750
Cument tax b ilitas 2,869 12814
Datwirad tax linkdbting = 30,937 29,685
Bubordriated Imbalite & 4,065 & 056
Total linbilities 8,504,872 . TEd AGE
Equity
Lo capdnl 2 'I'.ll:._m X
Drthar 4ty mEtnumante = 44,615 &4.51%
DAhar B 149,500 150,009
Rataned samngs ATE903 B4 BED
Tetal shareholders’ squity 845,353 BY14.ET6
Nan-aontralhig Frismets 8178 B4, 0T
Total squity 511,50 aF3 261
Total liabilities and equity 5,416,403 BEE1, T4
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Ceonsolidated Financial Statements

Consolidated statement of cash flows
for the year ended 31 December

2020 Fl k]

HHK$m HEdm

Profit bafore tax 0,156 158,453
Adpstmarts for nen-cash tems:

Diapracstaon snd amotiasion 'I!_,‘EH'! 10,537

Mat g from stwatng astnitss [567) FrE0)

Share of prof fa in associstas and pont wanturas {18,305 |18, 218}

Losa on desposal of subssdinries, busnasses, sssocisbes and jont vantures 70 14

Changa i expacted cracs kased gross of dcovarss ond otier ciadit mpRinment chaspes 18,452 5536

Franvmionn 114 GBS

Shtirg -Dapnd Py et axparEs T¥E =Fi"]
Ciimeif Fon-osen dema intluded n praht bafors thx {3,896) 116 663)
Elmmeton of exchengs differences (22, 323) 4819
110,606

Changes in sperating assets and lsbdlities

Charga o nat tieding sscuntas and dasvmtvas |78, 60a0)
Changs = keans snd advances to banie and customaen 11,939 1168.5451
Chargd = taveiss rapuschass oo amarts - non-tading (B0, 741) 13621
Changs n finencal essats desgnated end othanyme mendotondy measured ot foer vl through prodit or loss {25,348) [0, 652
Changs # othar nasate {119,373 5,048

Changs = dapoads by banis and supiemar Besounts 547,781 229,913

Ehﬂml 1l rhE*tth Bgiahmants - rAen-Aradnn J‘Lm 53.113'_
Changa i dabt secunbas n issus {27, 514) &5 597

Changs o firancal babiltes dasgnated ot faer velus 6,732 B52 |
Changs in othar Imbisn AR 51T [FEFL A
Divigancs recs ved Trom seeocinten 5,053 4.962

Camtrbubons pad b defined banafit plans (Litied] Ea |
Tieot paodd 25,468) 8,420
Mot cash from oparating activities 455,669 100,667

Purchase of fnanasl mwastmants (875, G:a8) foE A5
Frocasds from e aak and maturty of Tinandal miEtmams 823,410 JE2. 126

Purchasse of property, plant and aqupmant 13,6 B804
Proesds from sal of propadty, plant and squpmant and st haeid for sals - 1,626

Procasds from dispcsal of custornar boan part claon 2R 2 0ET

Mat resstmant m nangble sesls {733} 8019}
Mat cash inflow on sala of subsdisnes L] 280

Met cash from imesting sctivities {56,912} | 79.658)
fesoe of ordmsny shers cepital and other aquty mstrumanis - B.517

Dinadancs pasd to shareno des of tha porent company and non-contraling nterasts {59,121) [74.015]
Mot cash from finencing activities (59:121) |5 28]
Met increassel [decreass) in cash and cash squivalents 338 6% 44,077
Codh nrd caeh sgqunalenta ol 1 Jead 677,664 721,508

Exshanize diffasended 0 maoect of oaeh ond ceeh sausveients 30,507 152

Cach lnd:mhmivi-ﬂl at 31 E 1;“?.-“"." E77.664

Cash and cash equivelants comgiisg

- cath and balsncas ot central banks 34T, 500 202,748

= famy n the cowss of collection from othar benics 21,5943 21,040

- hanna snd advances 1o benks of one month o lees 288,358 21768

= nat suttiament socounts snd cesh collatanl A3,570 18,706

- PEVRIES TEU ISRIngS B0seamants With arke of one month of hee 186,599 166,667

= transury bille, other bdls and carbficater of depoat lees Ben thme monthe 187,030 7B

= lggm starmg i the courss of bsnsmesion fo oar banks E‘m FLTEEY 5]
mmmhgm“nn Dac? ‘M? B77.664

Intarast racaivad was HKS180,120m (2019: HK3195 528m), intarazt paid was HKS46, 104m (20185 HKPE2 557m) and dividands recaivad
wars HK33,946m (2019 HK$5,410m).

T Durieg 2013, the change in subdrainared labilves included amoums from repayment of HKS9Z2, 384m and re-issuance of HKS82,343m 1o Group
2020 (2019; exchange lass of HKS 1,012 and fair value gain after hedging of HKSE 261m (2019 MKS3 738, There iz no change in
suborchinated foan capial duning 2020

2 From the fourth quarter of 2072 seftlerment decounts with bank countergarties of one month or less ave included on @ nel basis 1o align with
Growp s precentanon. Comparanives have mer been re-presertad

3 Ar 3 December 2020 HKET43.565m (2018 HEST 18,07 8mf was not avallable for use by the groug, of which HKET1, 0d8m (2018 HKS6E 843m)
related 1o mandanory depesies ar Cantral banks,
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Consolidated statement of changes in equity
for the year ended 31 December

Gther reserves
drthar Finmncial Cash Tatal
enuity Progesry  assets at fiow  Forsign share N
Share instru-  Aemined revalestion FYOLl  hedge esxchangs halders” controlling Tatal
capital’  memts  eamings reserve  feserve reserve  reserve  Other’ equity  Imterssts e
I HE$m HKEm HHSm HKEm HE§m  HESm HE§m  HKEm HH$m HK§m HESm
At 1 .Jan 2020 172,335 44815 464,629 72,013 8,959 {104y {28,118) 82,349 814,878 84,603 G72E1
Profs fortss vane - = 69,447 - - - - = §89,447 G4 THEI
Oher comprahanaive incomaljapenss]
et of tese] - = {=8) (5,286 25921 BTS 17,430 (102) 1574 446 16,187
- debt instrumants st fsir vl
hrough othar comprahgnans Dzoms - - - - 2,203 - - = 2,203 I 2,238
= ety REtrurnants dadagnated a1 far
vaiwe through other comprabensna
T - - - - 1,289 - - - 1,299 348 1,647
= cagh Flow Fadgss - - —_ - — BTG - - are 93 969
— changas m far vahes of francel
I it ddagniated 6% foir value
upon indtinl recagniton anisng Trom
shengss in awn crad; X -l - = = = = - = 2 -| am
— GGy v LbTn | - - — {5.286) - - - - 5.2 {5.77:
= remassuremant of dafined benafe
e = = 212) = = = = = =1 { =
- shar of other comprabanans
axpansa of associnten and jong
__MarAures = = f - (581) - = (o) - 72
- amtharga diffenincas - - - - - - 17,430 - 17.430 381 17.891
Total comprabeneive incoma’
(ewpense) for the year - = 68,345 (G, 206) 2821 A7d 17430 (102) 85788 6690 51878
Dindunds pai® = = [sa2e0) = = = = — [54288)  [4853) (58127)
Mo N eaemact ol #na-Daded
T e = = 120 = = = = 213 333 12 345
Tenrefars mnd othar movemants® o = {227 (2,034 3 - - 3280 {S7E) 274) {B52)
At 31 Dee 2020 172,335 23615 478803 63,793 9,883 772  (10,688) 65740 845353 66,178 911,531
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Ceonsolidated Financial Statements

Consolidated statement of changes in equity (continued)
for the year ended 31 Decem ber

b b

Fnancial Cach Tosal
Cthae Fropsariy FEEATE BT flow Fiaragn shan- o

Share ity Rataned  revabketon A" v ] hedpa  axchange halden” controdng Totai

capial'  Fatuments samings rkands MR TSN ragana  Othar iy LETEETE Y

HIkEm HKk3m HEEm HESM HEST  HKEm HE3M  HKEm HREm HET HEEm

At 31 Do 2008 P05 WHETD AJ0ESE B7O44 2050 (B3 @24R4D) PRER)  FR2,TEE &0,162 892,920

Impact on trongition 12 HKFRS 16 — - — 13468 — - — = 13483 - 13483

At Jan 2010 112056 AT 420556 Faa7 2063 103  24940) TRERD  7eS2a0 B0.1682 839400

Prafit for tha yasr - = 105 12 - - = - - 108, T2 d 2,018 118,040
Cithar comprabarsos noomal

laxparipa) (nat of inx) - - 58] 45356 4008 5| 15.489) & 1,567 512 2,659

- dabyl afnamotis ot fair vakes
though athar composhanesye
FLrny - = - = 1EME - = = 1576 1 1.674

- Squity ELLETEN N degnated of
far vales through othar
OO P ENENEATg I - = = = 2088 = = = 2,185 A 2 BEd

- caih flaw Padges - - - - - Bl — - [151] 10 &

- ehangas e viled of Tinancal
liskabmas demgrated ot far valua
upady el SGfan aheng

from changes n own credit sk - - [2,068) - - - - - 2,068] 121 2, 0Ed)
- Property avelustion - - - 538 - - - - 3356 ey JERR
= ramamsuremant of defmed

Eanit nasatniiity - - 12 — 5 = T =5 i &0 152

= share of othar comprahensive
imoomal loxpensa] of aesocintos
Bl joing wanhres - - =2 - 16t - - -] a7 = &7

- axghangs Sl rances - - - = - - 15 AEaY - .854) 1137] 3.508)

Tatal omprabangan ngomal

faapansa) for e yaar = — 103,773 ] 4,006 &l A0 & 107,708 023 117,859
Cihar aquety metrumants isaed’ - 44516 - - - - - — 44816 —  &aEi6
Cithar aquety mstrumants reposd’ = [H5ETE] = = i = - = [36.H78] o |6, 8579]
DOinadancs pax® = - 158,80 — - = = —  [EREED 58] | 4016
Bdovamant n raspeat of shars:

baped paymant armngamants - - 2] - = = = 2EE 207 i 204
TiarslaiE and Ofer Mavemants - - VEE) 12373 - - - 3281 164 LE-] a
“At3 Das 2008 P36 A4 616 ARL EXD 72013 6,058 [104] @FE11B] BLT4E  E14,678 GLEX] A7 IR
T Ordinay share capital includies preference shares which have been redesrmed or bought back vl payments out of ditributable profits in prévious

YRS,

2 The other reserves main'y comprise share of associates’ other reserves, purchase prermium anising from transfer of business from feliow
SUBSRISIAS, PROBEITY FEVIIUSEAN FESEFVS FAISNAG 10 IRSRSTE! of DROParnss ro & faliovw subziiary snd the shara-baced payment ra2amnve. Tha shars-
based payment resenve is used fo record the amount relating to share awards and optrons gramted fo employess of the group directly by HS8C
Haiding s pic.

3 In 2018 chare were USET, 100m addirronal ter T capial instruments izsued. In adefion, US54 500m of addiional tier T capital instrumants wara

repaid and reissued in 2078 with no actual cash movement,

Inclwding diszribunions pasd on parpetual subordingted ioans clasafied as equity under HKFRS.

The mosarnents inciude translers from retained eamings to other reserves in associkates according to focal reguistory requiremants, and from the

ErODEFTY ravalLation Fesarve fo retained aarnings in relation fo dapracianion of révalued Broperties.

im b
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MNotes on the Consolidated Financial Statements
1 Basis of preparation and significant accounting policies
1.1 Basis of praparation

{a} Compliance with Hong Kong Financial Reporting Standards

The consolidated financial statements of The Hongkeng and Shanghai Banking Corporation Limited {'the Bank’) and its subsidiaries
{togather 'the group’) have baen prepared in accordance with Hong Kong Financial Reporting Standards {'HKFRSs') as issued by the
Hong Kong Institute of Certified Public Accountants ("HEKICPA') and accounting principles ganerally accepted in Hong Kong. “Interast
Rate Benchmark Reform = Phaze 2' which amends HKFRS 9, HKAS 39 "Financial Instruments’, HKFRS 7 Financial Instruments,” HKFRS 4
‘Insurance Contracts and HKFRS 16 ‘Leases” has been early adopted as et out below. These consolidated financial statements alse
comply with the requirernants of the Heng Kong Campanies Ordinance {Cap. B22) which are applicabla te tha preparation of tha financial
statemants

Standards adopted dunng the year ended 31 December 2020
Intarest Rate Benchmark Reform — Phaze 2

Intarast Rata Banchmark Raform Phase 2: Amandments to HEFRS 5, HKAS 38 HKFRS 7, HKFRS 4 and HKFRS 16 izzued im Octobar 2020
raprecants the zecend phaze of tha project on the affects of interest rate benchmark raform, addreczing izzuez affecting financial
statements when changes ara made 1o contractual cash flows and hedging relationships as a result of the reform.

Under these amendments, changes made 1o a financial instrument measured at other than fair value through prefi or loss that are
economically aquivalent and required by interast rate banchmark referm de not result in the derecognition or a change in the carrying
amount of the financial instrumant, but inctead requira the effactiva intarast rate to be updated to reflact the changa in the intarast rate
benchmark. In addition, hedge accounting will not be discontinued solely bacause of the replacement of the interest rate benchmark if
the hadge meats othar hadge accounting critaria.

These amendmeants apply from 1 January 2021 with early adoption permitted, The group has adopted the amendments from 1 January
2020 and haz madae the additional disclosures as required by the amandments.

Other changes

In additien, the group has adoptad a number of interpratations and amendmaents 1o standarde, which hava had an inzignificant effect on
the consolidated financial staternants of the greup.

{b) Future accounting developments
Minor amendments to HKFRS:

The HKICPA has not published any minor amendments effective from 1 January 2021 that are applicable 1o the group. However, the
HEICPA has publizhed & numbar of minor amandments te HKFRSz which are effective from 1 January 2022 and 1 January 2023. The
group expacts they will have an insignifica nt affect, whan adopted, on the Consolidated Financeal Stataments,

Menwy HEFRSs
HKFRS 1T “lnsurance Contracts”

HKFRS 17 ‘Insurance Contracts’ was issued in January 2018, with amend maents to the standard issued in October 2020, The standard
gats out the requiremants that an antity should apply in aecounting fer insurance contracts it iscues and reinsurance centracts it holds.
Fallowing the ameandmants, HKFRS 17 i effective from 1 January 2023, The group = in the process of implementing HKFRS 17, Industry
practica and intarpratation of the standard are still developing, Therefore, tha likaly numencal mpact of s mplamentation ramains
uncartain, Howavar, wa have the following expectations a5 to the impact compared with the group’s current accounting policy for
inguranca contracts, which iz et cut in Note 1.2()) balow

* Under HKFRS 17, thera will ba no FVIF acset recogniced; rather the astimated future profit will be included in the meazuramant of the
Inzurance contract liability as the contractual service margin ("CEM') and gradually recognised in ravenue as cervices ara provided
ovar the duration of the insurance contract. The PVIF asset will be aliminated 1o equity on transition, tegather with other adjustments
fto accats and lisbilitias to raflact HKFRS 17 meacuramant raquiramante and any consequential amandmante 1o financial aszats in tha
seopa of HKFRS &

= HEKFRS 17 requiras increased use of currant market values in the measurement of insuranca liabilities. Depending on the measuramant
maodel, changes in market conditions for certain products (measured under the General Measuramant Approach) are immaediately
recognised in the income statemant, whilst for other products (measured under the Variable Fes Approach), they will be included in
tha rmaasurameant of CSM;

* |n accordanca with HKFRS 17, directly attributable costs will be included in the rasults of inzurance services as profit iz recognised
avar the duration of inzurance sontracts and costs that are nat directly attributabla will ramain in oparating axpanses. Thiz will razult
in a reduction in oparating expenses compared 1o the current accounting policy,
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Notes on the Conzolidated Financial Statements

{c} Foreign currencies

Itams included in sach of the group’'s entities are measured using the currancy of the primary economic environment in which the antity
oparatas (the “functional currency’). The group’s consolidated financial statements are prasentad in Hong Kong dollars.

Transactions in foreign currancies are recorded at the rate of axchange on tha date of tha transaction. Assets and liabilities denominated
in foreign currencies ara translated at the rate of exchange at tha balance shest date axcept non-monatary assets and labilities measured
a1 hictorical cost which are tranclated uzing tha rate of axchange at tha initial trancaction date, Exchangea diffarances are included in cther
comprehansive income {'OCI") or in the income statement depending on where the gain or loss on the underlying item iz recognised

In the Consolidated Financial Statements, the assets, liabilities and results of foreign oparations whose functional currency iz not Hong
Kang dollars are translated inta the group’s prasentation currancy at the rate of axchange at the balance sheet date, while their results
ara tranzlated into Heng Kong dollare at the avarage ratas of axchange for the raporting pariod. Exchange diffarences aricing ara
recognised in OCI, On diposal of a foreign operation, exchange differences pravicusly recognised in OC| are reclassified to the incomae
statemant.

{d} Presentation of information

Carain dicclesures required by HKFRS: hava baan includad in the sactions marked az (" Audited’) in thic Arnusl Report and Accounts as
fallows:

+ Consolidated income statement and balance shoot data by global business are mcluded in the "Financial Review' on page 10as
spacified az "Auvdited’.

+ Disclosures on ‘Financal instrumaents impacted by IBOR reform’ are included in the ‘Top and Emerging Risks' section on pages 20 1o
21 az specifiad as 'Audited’.

+ Disclosuras eoncerning the nature and extent of ricks relating to banking and insuranca activities ara included in the ‘Rick” ceaction on
pages 25 to 55 and pages 59 to £3 a5 specified as ‘Audited”

+ Capital disclosures are included in the Treasury Risk’ section on pages 49 to 51 as epecified as 'Audited’

In accardance with the group’s policy to provide disclosures that help investors and cther stakehelders understand the group’s
parformance, financial position and changes to tham, the information provided in the Rk section goes beyond the minimum levels
refquired by accounting standards, statutory and regulatory requiremants. In addition, the group assesses good practica
recommandations izcued from tirme 1o time by relevant regulators and ctandard setters and will aczecs the applicability and ralevanca of
such guidance, enhancing disclogures whaerne appropriate.

{@) Critical accounting estimates and judgements

The praparation of linancial information requires the uze of estimates and judgernants about future conditionsz, In view of the inherant
uncertainties and the high level of subjectivity involved in the recognition or measuremaent of sems highlighted as the critical accounting
estimates and udgements in Nate 1.2 below, it iz possible that the outcemes in the next financial year could differ from those on which
managemant’ s estimates are baged. This could razult in matermally differant sstimates and judgements from those reached by
managamant for the purposes of the Consohdated Financml Statemants, Managemant's selection of the group’s accounting policies that
contain critical estimates and judgements reflects the matenality of the items to which tha policies are applied and the high degres of
judgemant and astimation uncartainty invabed,

{f) Segmental analysiz

Tha group's chief oparating decison-maker = the Executive Committas, which operates ac a general management commities under the
direct authority of the Bcard. Operating segments ara reported in @ mannar consistent with the internal reporting provided to the
Exmcutive Committas,

Measuramant of zegmantal assets, lisbilities, incoma and expanses is in accordanca with the group’s accounting policies. Sagmantal
incame and axpansas include transfars batwean segmanis and thase tranzlers are conductad at arm's langth, Shared cocte ara includad
in segmants on the bass of the actual recharges made,

(g} Geoing concern

The Consolidated Financial Siatements are preparad on a going concern basiz, as the Directors are satisliad that tha group and parant
company have the resources to continue in business for the foresesable future. |n making this asseszmant, the Directors have considerad
a wide range of information relating to presant and future conditions, including future projections of profitability, cash flows, capital
requiramaniz and capital rezourcez. Theza conziderations include strazced scenanos that raflact the increacing uncenainty that the global
Covid-19 outbreak has had on the group's operations, as well as consedering potential impacts from other 1op and emerging risks, and
the related impast on preftability, capital and liquidity

1.2 Summary of significant accounting policies
{a) Ceonsolidation and related pelicies
Investmants in subsidiaries

Whera an antity iz governad by vating righte, the group concolidatas whan it halde, directly or indirectly, tha necaszary voting righte te
pass resolutions by the governing body. In all other cases, the assessmant of control iz more complex and requires judgement of other
factors, including having axposure to vanability of returns, power to direct relevant activities and whether power is held as agent or
primcipal.

Businesz combinations are accountad for uzsing the acquisition method. The amount of non-contrelling interast ic meazured aither a1 fair
valus or at the non-contrelling intarest’s proportionata chare of the acquires’s identifiabla net aszets. This elaction iz made for sach
business combination

The Bank's investmenis in subsidiaries are stated at cost less impairment losses,

T8 The Hengkang and Shanghai Banking Corporation Limitad Annual Repoart and Ascountz 2020

247/366



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Goodwill

Goodwill is allocated to cash-generating units ('CGU') for the purpose of impairmant 1esting, which = underaken a1 tha lowest lavel at
which goodwill is monitorad for internal mana gemant purposas. Impairmant tasting is performad at least once a yvear, or whanavar thare
iz an indication of impairmant, by comparing the recoverabla amount of a OGLU with ite carrying amaount.

Interests in asscciates

Thae group classifies investimants in antities over which it has significant influence, and that are neither subskdmanes nor pint
BFfBAGEMANTS, B2 actociates

Invastments in associatas are recognised using the equity method. The attributable share of the msults and resarves of associates &
included in the conzsclidated financial statemants of the group baced on aither financial statements made up to 31 Decambear ar pro-ratad
amounts adjusted for any material transactions or svents occurring betweon the date the financial statemants are available and

31 December.

Invastmaents in associates are assessed at sach reporting date and tested for impairmant when there iz an indication that the investmaent
may ba impaired. Goodwill on acquisitions of intarests in astociates i not tected separataly for impairmeant but iz scsesced ac pan of the
carrying amount of tha investmant.

Critical sccounting esumates and judgemants

-T.I'h!' mast llg.;'uhl:uni: I.'.I'I1.I-\2|| IHDICI:I”II!:'ID e;i'llrn ﬁ'.e;r.e.h:n b thé .n:se.su.jn.eni:of. |m|:|.:||r|:n.er-.hi:.|;|l‘ (=11 ;r.nne-;!n:mn! |;'| .E':II'Ik of :C.u:;'.\rnun;:n-h.pnn.[:p Limibed
|I"BoCom’|, which invohes esnmanons of value m uasa

Judgements Estimates

& Mansgement's best estimat of Bolom's earmangs &t baged on managemant’s
explicin forecasts over the ahorr i meadium em and the capnsl mamiEnance chags
which = management's forecast of the earnings that neesd to be withheld in order for
Bol om m mest reguianody requiramants over the fotecast perod, both of which are
subgect to uncerimn factors

* [Key BEBUMPUONE are usad in egumanng BolCom’s value i use, the sansitvity of the
value m use colculptons o diffensnt pssumptions and & S8 nsitivity anabyss that
shows the changes in key sesumptions that would reduce the excess of value in use
ot the cirmying nmount {the “hendroom”] tonil ore described in Notr 14

{b) Income and expenses
Uperating income
Interast income and axpanse

Imtarast income and axpenza for all financial instrumants, axcluding thoze classifeed az hald for trading or decignated at fair valua are
recognised in ‘Interest income” and ‘Interest expence” in the income statement using the effective interest method. However. as an
wexception 1o this, interest on debt instruments ssued by the group for funding purposes that are designated under the fair value option to
raduce an accounting micmatch and on darivatives managed in conjunction with thesa dabt instrumaents is included in interest axpanze.

Intarast on cradit impaired financial assels iz recognized using tha rate of interest used to dizscount the futura cazh flows for the purpoca
of maazuring tha impairmant less.

Nown-interast income and axpanse

The graup ganarates faa incomea from sarvices provided at & fixed prica over time, such az account sarvica and card feaz, arwhan tha
greup delivers a specific transaction @t a peint in time such as broking services and import/expoant services, With the exception of certain
fund managemant and parformance fees, all other feas are generated at a fixed price. Fund management and performance fees can be
variabla depanding on the cize of the customer pornfalio and the group’s performanca as fund manager. Variabla feez are recognised
when all uncertainties are resolved, Fee income s generally earned from shon term contracts with payment terms that do not include a
significant financing companant,

The group acts as principal in the majenty of contracts with customers, with the exception of broking services. For most brokerage trades
the group acts ac agent in tha transaction and recognices broking incoma net of fess payable to other parties in the arrangamant.

The group recognises feec earnad on transaction-baged arrangements at & point in time whean we have fully provided the service to the
customar. \Whare the contract raquires sarvicas 1o ba previded over time, incoma is recognized on a systamatic bazis ovar tha life of tha
agreement.

Where the group offers a package of services that contains multiple non-distingt performance obligations, such as those included in
sccount service packages, the promised services are treated as a single performance obligation. If a package of services contains distinct
parformance obligations, such as thoze including both account and insurance services, the corresponding transaction price is allecated to
each parformance obhigation based on the estimated stand-alene selling prices

Dividand income i recognized whan the right 1o receive payment iz established. This it the ex-dividend date for listed equity securitiag,
and uzuslly the date when shareholders approve the dividend for unlisted equity securitias,

Net incomafexpensza) from financml instruments maasured at fair value through profit or boss mcludes the following:

+ ‘Net income from financial instruments held for trading or managed on & fair value basis™. This comprises ne! trading income, which
includes all gains and losses from changes in the fair value of financial assets and financial liabilities held for trading and other
financial instrumeants managed on a fair value bazis, together with the related interest incomea, expanze and dividends, axcluding the
affect of changes in the eredit rick of Labilities managed an a fair valua basiz, |t alzo includes all gains and logszesz from changes in the
fair value of derivatives that are managed in conjunction with financial assets and liabilitees meacured 8t fair valug through profat or
loss.

= 'Nat incoma/{axpansa) from azsets and liabilities of insurance busineszes, including relatad derivatives, meazured at fair valua through
profit or lose’, Thie includes intarest income, interast expance and dividend income in recpact of financial azsets and liabilites
rmaasurad a1 fair valua through profit or loss; and those derivatives managed in conjunction with the above that can be ceparately
identifiable from other trading derivatives,

The Hengkeng and Shanghal Banking Cerporation Limited Annual Reparnt and Ascounts 2020 79

248/366



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Notes on the Conzolidated Financial Statements

* 'Changes in fair value of designated debt instrurments and related derrvatives'. Interest paid on debt instruments and interest cash
floawrs on related darivatives is prasented in intarest axpanse whare doing 5o reduces an accounting mismatch.

* ‘'Changes in fair value of other financial instruments mandatorily measured at fair value through profit or loss'. This includes interast
on instruments that fail the solaly payments of principal and interast ("SPPI') test, Sea (d) bakow,

The acceunting policies for insurance premium income are disclosed in Mote 1.2(j)
{e} Valuation of financial instruments

All financial instrumants ara initially recegnized at fair value. Fair valua iz the price that would be received to sall an aszet or paid to
transher a liability n an orderly trancaction betwesn market participanis at the measurement date, The fair value of 2 financial instrument
on initial recognition ks generally itz transaction price (that iz, the fair value of the consideration given or received), However, if thare iz a
differance batwesn the transaction price and the fair value of financial instruments whose fair value is based on a quoted price in an
activa market or a valuation technique that usas only data from obzsarvabla markets, the greup recognizas the differance ac a trading gain
of lott at incaption ('a day 1 gain or loze®). In all othar casas, tha antire day 1 gain or losz iz defarred and recognized in the mocoma
statemant over the life of the transaction until the transaction matures, is closed out, the valuatien inputs become observable or the
group antars into an offsatting tranzaction,

Thae fair value of financal instruments iz generally measured on an individual bazsis. Howevar, in cazes whare the group manages a group
of financial azsetz and liabilities according to its net market or eradit rick exposure, the fair valua of the group of financial instrumants i
measuréd on a net bas but the underlying financial assets and habilities are presented separately in the Consolidated Financial
Statemnenis, unless they satisfy the HKFRSs offsetting criteria.

Critical accounting estimates and judgements

Tha ik Tty of walusnon techmigues em pioy only obeanvable market damm Hovwevar, cormin financisd ingtruments ade clessified on e besis of valiaton
wmchnques that Satume one or mors ssgnificant market mputs that ore unobservable, and for thém, the méessuremant of fear valoe & mons udgemental

® AR instrument in it entieety i3 claesified Bs valued using signeficant unobeernvabis » [Daimile on the growp’s. kvl 3 financial instruments se setoutin
inpHats i, in the opinion of meanagement, & significant proparion of the instrument’s Nowe 33
IAcephon profit of greaw:s than 5% of the metument’ s valuanon 1§ dinen by
unobsssvable nputs
= ‘Unobsenable’ in this context means that thirs & Titthe or no current msret dot
anvailnb e from which 1 desrmine the price atwhich an arm’s length tmnsscbon
wiuld be hiely o oocur It genemally does ot mean that there & no das availabla
ot sl upon which 1o bass & gesermington of fair valus [Congans us. pricing datm
may, forexample, b uaed]

{d} Finanecial instruments measured at ameorticed cost

Financial asgets that are held to collact the contractual cash flows and which contain contractual terms that give rize on spacified dates
to cazh flows that are solaly payments of principal and interest are measured at amortized cost. Such financial assets include most loans
and advances 1o banks and customearn: and some debt securities, In addition, most financial liabilities ara meazurad a1 amonized cost.
The group accounts for regular way amortized cost financial instruments using trade date accounting. The carrying value of these
financial assets at initial recognition includes any directly attributable transactions costs, If the initial fair value is kewer than the cash
amount advancad, such at in tha cace of zoma levaraged finance and syndicatad landing activitias, tha diffaranca iz dafarred and
recognised over the life of the loan through the recognition of interect incomae,

The group may commit 1o underwriting loans on ficed cantractual tarms for specified perieds of time. When the loan arising frem the

lending commitmant is expacted 10 be held for trading, the commitment to land s recorded as a dervative. When the group intends to
hold the lean, the loan commitmant iz included in the impairment calculations sat out below.

MNon-trading reverse repurchase, repurchase and similar agreements

When debt securties are sold subject 1o a commitment 1o repurchase them at a predetermined price {‘repos’), thay remain on the
balance cheat and a liability iz recorded in rezpact of tha cenzidaration recaived. Securitias purchazed undar commitmants 1o rezall
[*reverse rapos') are not recognized on the balance sheet and an asset is recorded in respact of the initial consideration paid. Man-trading
repos and reverse rapos ars measured at amorised cost. The diffsrence between the sale and répurchase price, or between the purchase
and resale price, is treated as intarest and recognized in nat interest incoma over tha life of the agreament.

Contracts that are economically aquivalant to raverse repo or rape agresmants {such ag sales or purchazes of debt securities entared into
together with tetal return swaps with the same counterparty) are accounted for similarly te, and prezented together with, reverse repo or
répo agresmants.

(8} Financial assets measured at fair value through other comprehensive income ('FVOCI)

Financial assets held for a business model that i achieved by both collecting contractual cash flows and zelling and which contain
contractual terms that give rise on cpacified dates to cash flows that are solaly payments of principal and interast are measured at FVOC
Thesza comprize primarily debt securities. They are recognized on the trade date when the group entars into contractual arrangements 1o
purchase and are normally derecognised when they are either sold or redesmed. They are subsequently remeaszured at fair value and
changas therain (excapt for thooa relating te impairment, intarast income and foreign currency axchange gainz and losses) are
recognised in OCI until the assets are sald. Upon disposal, the cumulative gains or losses in OC] are recognised in the incomae statemant
as 'Gains less losses from financial instruments”. Financial assets measured at FVOCH are included in the impairment calculations set out
balow and impairmant iz recognized in the income statement.

{f) Equity securitiez meazured at fair value with fair value movements presented in OC)

The equity securities for which fair value movements are shown in OCI are business facilitation and ather simitar investmenis where the
group holds the investments othar than to genarata a capital return. Gains or losses on the darscegnition of these aquity securities ara
not ransferred to the income statement. Dividend incoma iz racognized in the incoma statament,
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{g) Financial instruments designated at fair value through profit or loss

Financial instrumeants, othar than thoze hald for trading, ara claseifiad in this category if they meet one or mora of tha eriteria set out
balow and are o designated irrevocably at incaption:

= the uza of the designation ramaovas or significantly reduces an accounting mismatch;

= whan a group of financial aczetzs and liabilities or & group of financial liabilitiez iz managad and itz parformancea iz evaluated on a fair
wvalua basis, in accordance with a documanted rick managamant or nvestment strategy; and

* whare the financial liability containz one or mora non-clozaly related ambadded derivatives.

Dazignated financial aszels are recognized when the group enters into contracts with countarpartias, which iz generally on trade data,
and are normally deracagnizad whan the rights 1o the cazh flows expire or are transferrad.

Dazignated financial liabilittes ara recogniced whan the group enters inte contracts with countarparnies, which iz ganerally on cattlamant
date, and are normally derecognized when extinguizhed, Subsequent changes in fair values are recognized i the incomae statemant in
‘Met incema from financial instruments held for trading or managed on & fair value basiz’ or "Mat inceme/{axpansa) from assets and
liabilitiaz of incurance bucinasses, including ralated darivatives, maasurad at fair valus through profit or loss’ excapt for tha affect of
changes in the labilities’ credit risk which iz prasented in OCI, unless that treatment would create or enlarge an accounting mismatch in
profit or loss.

Under the above criterion, the main claszes of financial mstruments designated by the group ane:

* Debt instruments for funding purposes that are designated to reduce an accounting mismatch, The interest andlor foreign exchange
axposure on ceriain fized rate debt sacurities issued has bean matchad with tha interest andlor foreign exchangs axposure on cartain
swaps as part of 8 documantad risk managament stratagy.

= Financial assats and financial liabilities under wnit-linked and non-linked invastmant contracts. A centract under which the group doas
not accept significant iInsurance rsk from anather parly = nol classified a2 an insurance contract, ether than invastment contracts
with discratienary participation features ['DPF'), but iz sccounted for as a financial liability. Customear liabilities under Enked and
cartaim non=linked investment contracts issued by insurance subsidiaries are determined based on the fair value of the assets held in
the linked funds. If no fair value designation was made for the ralated assets, at least some of the ascets would otherwice ba
measured a1 aither fair value through OCI or amortised cost. The related financial assets and lisbilities are managed and reported to
managemant on a fair value basiz. Designation at fair value of the financial azzets and related labilities allows changes in fair values
1o ba recorded in the income statement and prezented in the sama lina

* Financial lia bilities that contain beth deposit and derivative components: Thaze financial liabilites are managed and thair performance
avaluated on & fair value bagiz.

(h} Derivatives

Darivatives are financial inctruments that darive thair valua frem the price of undarlying itams such az aquitias, intarazt ratas or othar
indicaz. Darivatives are racognized initially and are subzaquantly meazurad a1 fair value through profit or loss. Derivatives are claccified as
assets when ther fair value i positive or as labilities when their fair value is negatove, This includes embadded denvatives in financial
limbdlitiaz which ara bifurcated from the host contract when they meet the definition of a8 derivative on a stand-alone basiz.

Where the derivatives are managed with debt securities issued by the group that are designated at fair value, the contraciual interest is
shown in ‘Intarest expanca’ tegathar with the interast payable on the izszusd dabt.

Hedge sccounting
Whaen derivatives are not part of fair value designated relationships, if held for risk management purposes they are designated in hedge
accounting ralatienchips whare the requirad criteria for documantation and hedge effactivenszs are mat. The group ugas theace

derrvativas or, where allowed, other nan-derivative hedging instruments in fair value hedges, cash flow hedges or hedges of net
invastments in fareign oparations as appropriate 1o the rizk being hedged,

Fair value hedge

Fair valus hedge accounting does not change the recording of gains and lozses on derivatives and other hedging instrumaents, but results
in recognizing changes in tha fair value of the hedged azszets or liabilities attributable to the hedged rick that would not othervize ba
racagnicad in tha incoma statamant. If a hedge relationship no longer maets tha criteria fer hed ge accounting, hedge accounting is
dizzontinued and the cumulative adjustmant 1o the arrying amount of the hedged tem i amortized to the income Slatemant on &
racalculated affectiva intarest rate, unlass the hedged itam has been deracognized, in which caze it is recognisad in the inceme
statamant im madiataly.

Cash fow hedpe

Tha affactiva portion of gains and losces en hadging instrumante iz recegnizad in OCI and the inaflectiva portion of the changa in fair
value of derivative hedging instruments that are part of a cash flow hedge relationship is recognised immediately in the income
statement within ‘Net income from financial instrumants held for trading or managed on a fair value basiz’. The accumulated gains and
lossas recognisad in OC| are reclassified to the income statement in the same pericds in which the hedged item affects profit or loss.
When a hadge ralationzhip &= dizcontinued, or panially discontinued, any cumulative gain or lose recognized in OCI remains in aquity until
the farecast trancaction i recognizad in the meome statamant, Whan a forecast transaction ic no longar axpacted 1o sceur, the
cumulative gain or loss previeusly recognised in OC| i immediately reclassified 1o the income statement

Demnvatives that do not gqualify for hedge accounting

Men-qualifying hedges are derivatives enterad into as economic hedges of assate and labilities for which hedge accounting was nat
appliad.
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Notes on the Conzolidated Financial Statements

{i} Impairment of amortized cost and FVOCI financial assets

Expacted cradit lozszes ("ECL') are recognized for keans and advances to banks and customers, nen-trading révarse repurchase
agraemants, othar financial aszets hald at amorticed cost, debt instrumants measured at FVOCI, and certain loan commitments and
financial guarantes contracts. At initial recegnition, allewanes (or provicion in the caze of soma loan commitments and financial
guaranteas) ic required for ECL reculting from default events that are pozeibla within the naxt 12 monthe (or lazz, whera the ramaining life
is less than 12 months] ('12-menth ECL'). In the event of a significant increase in credit risk. allowance {or provision) iz required far ECL
resulting fromn all poscibla default events over the expacted kfe of tha financial inctrument ('lifatime ECL'). Financial assets whara 12-
month ECL iz recognized are considarad to ba "stage 1°; financial azzets that are considared 1o have axpariencad a significant increaza in
gredit rick are in ‘stage 2'; and financial acsets for which there i objective evidence of impairment $0 are considered 10 be n default or
otherwise credit<impaired are in "stage 3°. Purchased or oniginated credit-impaired financial agsets ('POCI) are treated differanthy ag set
out balow.

Credit-impaired (stage 3)

The group determines that 8 financial instrumaent iz credit-impaired and in stage 2 by considening relavant objective evidenca, primariby
whethar:

+ contractual payments of either principal or intarest are past due for more than 90 days;

* thare are cther indications that the borrewer ic unlikely 1o pay zuch az when a conceszion has bean granted to the berrowar for
economic or lagal ressons relating to the borrower's financial conditien; and

* tha loan iz ctharwize conziderad te be in defaukl,

If guch unlikelinazs te pay ic not identifiad at an earliar ctage, it iz deamad to occur when an axpozure ic 30 days pact due, evan whare
regulatory rules permit default 1o be defined based on 180 days past due. Thersfers, the definttions of credit-impaired and default are
aligned as far a5 possible 5o that stage 3 reprasents all lsans that are considered defaulted or otherwnse cradit-impaired.

Intarast income iz recognised by applying the effective interest rate to the amortised cost amount, ie. gross carrying amount less ECL
allewanca,

Write-off

Financial assets {and the related impairment allewances) are normally written off, either partially or in full, when there = no realistic
pracpact of recovery. Whare loans are secured, thiz ic ganarally afiar receipt of any procesds from tha realization of zacurity. In
circumstances whara the net realizabla value of any collateral has bean determined and there iz no reascnable axpactation of furthar
recovary, write-off may be earlier,

Renegotiation

Loans are identified az renegotiated and clazzified as credit-impairad whan wa modify tha contractual paymeant tarms dua to significant
eredit distrass of the barrower. Renegotiated loans remain clazsified as credit-impaired until there = sufficient svidence to demonstrate a
significant reduction in the risk of non-payment of future cach flows and retain the designation of renegotiated until maturity or
daracognition.

A loan that iz renagotiated iz darecognized if tha existing agreament is cancelled and a new agreamant i made on substantially diffarent
tarme of if the terme of an axisting agreameant are modified such that the renegotiated loan iz a substantially different financial
instrumant, Any new loans that ariza following deracagnition avents in these circumstances are conziderad 1o ba POCI and will continue
to be disclosed az renegetiated loans.

Other than originated credit<impaired loans, all othar modified loans could be transferred out of stage 3 if they no longer axhibit any
avidence of baing credit-impaired and, in the cace of ranegotiated loans, there iz sufficient evidence to demonstrate a significant
raduction in the rnck of nen-paymant of future cach flews, over the minimum abservation parod, and thara are no othar indicaters of
impairmant. These loans could be transferred 10 stage 1 or 2 based on the mechanism as described belew by comparing the risk of
dafaul cccurring at tha raponing date (bagad on tha modified centractual terms) and tha rizk of a default eceurring a1 initial recognition
{bazed on the original, unmedified contractual termz). Any amount written off az a result of the modification of contractual tarms would
not be reversed,

Loan modifications other than renegotated loans

Loan medificatiens that are not idantified az renegatiated ara considared to ba commarcial restructuring. Whare a commearcial
restructuning results in a modificaticn {whather legalized through an amendment 1o the existing térms or the issuancs of a new loan
contract) such that the group's rights to the cash flows under the original contract have expirad, tha eld loan iz derecognized and the
new lcan ie racognizad at fair value. Tha rights to cash flows are genarally considerad to have expired if the commarcial restructuras iz at
market rates and no paymant-related conceszion has bean provided. Mandatory and genaral offer loan modifications that are not
borrowar-specific, for example market-wide customar relisf programmaes, have not been classified az renegotiated lcans and geanarally
havae not resulted in darecognition, but their stage allocation is determined considering all available and supportable information under
our ECL im pairmant policy.

Significant increase in credit risk {stage 2)

An agsessment of whethar credit rizk has increased significantly since intial recognition iz parformed at each reporting period by
considaring the change in the rick of default sceurring over tha remaining life of the financial instrumant. The acsazement axplicitly or
implicitly compares the risk of default ecocurnng at the reporting date compared with that at initial resegnition, taking into account
reazonable and supportable information, including information about past events, current conditions and future sconomic conditions. Tha
assessmant is unbiazed, probability-weighted, and to the axtent relavant, uses forwvard-lcoking information cenziztent with that used in
the meacurement of ECL. The analyziz of crede nzk iz multifactor. The determination of whather a cpecific factor ic relavant and mx
waight compared with other factors depends on the type of product, the characteristics of the financial instrument and the borrower, and
the geagraphical regicn. Therafors, it is not possible to previde a single set of criteria that will detarmine what iz considerad to ba a
cignifizant meraass in aradit rick and thesa eritaria will differ for differant typaz of landing, particularly batwaan ratail and wholacala.

Heowavar, unbacs idantified at an aarliar stage, all financal assetz are deamad 1o have suffared a significant increaza in eradit rizk when
30 dave past dua. In addition, wholasals loans that are individually asseseed, which are typically corporate and commarcial customars,
and included on a watch or worry list are included in stage 2.
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Far wholesale portfolios, the quantitative comparizon assesses default risk using 2 lifetime probability of defaul {"PD") which
ancompasses a wida ranga of information including the obligor’s customer risk rating {'CRR’), macroeconomic condition foracasts and
cradil trangithon probabilities, For arigination CRR= up to 3.3, significant increase in credit risk iz measurad by comparing the avarage PD
for the remaining term estimated at ongmation with the squivalent astimation at the reporling date. The quanttative measure of
significance varias depanding on the cradit quality at crigination as follows:

Origination CRR Significancs trigger - P 19 increasa by
0112 15 bps
2333 Zibps

For CRRs greater than 2.2 that are not impaired, a significant increaze in credit risk is considerad to have occurred when the crigination
PD haz doublad. Tha zignificance of changes in PD was informed by axpart credit risk jpdgemant, referanced to histerical cradit
migrations and 1o ralative changeas in axernal markel ratas.

Far lsams onginated prior 1o tha implemantation of HKFRS 9, the angination PD doesz not include adjustmants to raflect axpactations of
futura macroecanomic conditions since thesa are not availabls without the use of hindsight, In the absance of thiz data, omgination FD
must be approximated assuming through-the=-gcycle (" TTC’) POz and TTC migration probabilities, conzistant with the instrument’s
undarlying modelling approach and the CRR at onigination. For thaze leans, the quantitative comparizon iz supplamanted with additional
CRR deterioration basad thresholds as sat out in tha table balow:

Additiens] significance criterin - Number of CAR grade notches deterioraton

Originatien CRA required 1o idemify ns significant credit deteraration (stage X} {> or equal ta)
(i ] 6 noachiés

1.1-4.2 4 noiches

4 361 3 nothes

52-11 £ noiches

1é-82 1 noach

53 0 ngach

Further information about the 23-grade scale uzed for CRR can be found on page 27

For certain portfolios of debt securities where external market ratings are available and credit ratings are not used in credi risk
management, the debt securities will be in stage 2 if their credit risk increases to the extent they are no longer considered investment
grada. invastment grada iz whara the financial inzstrumant has a low risk of incurring lozszas, the structure has a strong capacity (o meat
s contractual cazh flow abligations in the near tefm and adverze changes in economic and business conditions in the longar term may,
but will not necessarily, reduce the ability of the borrower to fulfil their contractual cash flow obligations

For ratail portfolios, default risk is assessed using a reporting date 12-menth PD derved from credit scores which incorporates all
available information about the custemer. Thiz PD iz adjusted for the affect of macreeconomic foracasts for parieds longer than 12
manths and iz considared to be a reascnable approximation of a lifatima PD meazura. Retail exposures are first sagmented into
homaogeneous portfolics, generally by country, product and brand. Withen sach portfolio, the stage 2 accounts ara defined as accounts
with an adjusted 12-month PD greater than the average 12-month PD of loans in that portfolic 12 months before they bacome 30 days
past due. The expart cradit risk judgement s that no prier increase i cradit rizk is zignificant. This portfolio-gpecific threzhold idantifies
laanz with & PD higher than would ba axpacted frem loans that are parforming ac crginally axpactaed and higher than what would have
been acceptable at ongination. It therefore approximates a comparison of ongination to reporting date FDs.

Linimpaired and without significant increaze in credit sk — (stage 1)

ECL rezulting from dafault events that are pozsible within the next 12 monthe i recognicad for financial instruments that ramain in stage
1

Purchased or onginated cradit-impairad ("POCI)

Financial aczets that are purchazad or eriginated at & deap dizeount that reflacte tha incurred eradit loccas are eoncidered te ba POCI
This population includes the recognition of a new financal instrument following a renegatiation where concessions have been granted
for sconomic or contractual reasons relating 1o the borrower’s financial difficulty that otherwize would not have been considered. The
amount of change-in-lifatima ECL iz recognized in incoma ctatamant until tha POCI iz derecognized, evan if tha lifatime ECL ara lass than
the amount of ECL included in the estimated cazh flows on intial recognition

Movament between stages

Financial assets can be transferred batween the different categones {other than POCIH) depeanding on thair relative increase in credit risk
singe initial recognition, Financial iInstruments are tranzferred out of ctage 2 if thew cradit rick 12 Ao longer consdared to ba significantly
increased since initial recogniton based on the assessments described above. Except for rensgotiated leans, financial instruments are
transferrad out of stage 3 when they no longer exhibit any evidence of credit impairmeant as described above. Ranegotiated loans that are
nat POCH will comtinue to ba in stage 3 until thare iz sufficient evidence to demonstrate a significant reduction in tha risk of nen-paymeant
of future cazh flows, obzarved over a minimum one-year parsad and there are no other indicatore of impairmant. For loans that ara
assessed for impairment on a portfobio basis, the evidence typically comprizes a hetory of paymaent performance agamnst the onginal or
reviged tarms, 8 appropriata te the circumstances. For loans that are azzecsed for impairment on an individual baziz, all available
evidance ic atzaccad on a caze-by-caza basic.
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Notes on the Conzolidated Financial Statements

Measurement of ECL

The assescment of credit nisk, and the estimation of ECL, are unbiazed and probability-weghted, and incorporate all available information
that & relevant to the assessmant including information about past events, current conditions and reazonable and zupportable forecasts
of future events and sconomic conditions at tha reporting date. In addition, the astimation of ECL should take inte account the time value
of maoney.

In ganaral, the group caleulatez ECL using threa main componants, a probability of dafault, a loss given dafault ("LGD') and the exposure
at defaull ("EAD"),

The 12-month ECL is cakoulated by multiplying the 12-month PD, LGD and EAD. Lifatime ECL iz calculated using the lifetime PD instead.
Tha 12-month and lifetime PDs represent the proba bility of default occurring owver the next 12 menths and the remaining maturity of the
inzstrumant respactivalby.

Tha EAD reprasants the axpacted balance at dafault, taking inta acceunt the rapaymeant of principal and intarast from tha balance chaat
date to the dafault avent togather with any expacted drawdowns of committed facilities. The LGD reprazents axpectad loszaz on tha EAD
given the svent of default, taking into account, among other atiributes, the mitigating effect of collateral value at the time it = expected
to ba realiced and the tima valua of money.

The group leverages the Bazel Il IRB framewark where possible, with recalibration to mest the differing HEKFRS 2 requiremants as set out
in the following tabla:

Reguinicry capltal MHKFRS 3
w. Through the oycle (meprdsents long-fun overngs PO throughoutm = Point m o (based o0 curmént condibons, adpusted 1 thite into
O full sconomic oyclel socodnt estimates of future conditons thatwill impact PD)
» The definivon of detawit includes s backewop of 80+ deye pest = Diefault backstop of 80+ days pest due for all portiolice
o L
EAD = Cannot be lower then current balsnce = Amortsaton ceptured for torm producis
» Downtum LGD [congistent losess expacted 1o be suffared duning & Expected LGD [based on agtimate of ioss given default incliding
n sovece but plousible sconomes down ] the axpected im pact of future economic conditions such us
* ‘Reguistmory fioors may apply 0 mitigate nsk of uncarEstmanng changes in value of collateral]
LGD dowenturn LGD due 1o Iack of heoncsl dats & Mo floors
» Digcounted using costof capiml * Digcounted using the onigenal effectve interest rate of te loan
* Al collacton cokE incuded & Onby costs aegocasd with obmning/esling collateral meluded
Crfen = Dmoounted bock from point of default o balbnce sheot date

Whila 12-month PDz are re-calibrated froem Bazal medeals whare possibla, tha lifetime PDz ara detarmined by projecting tha 12-manth PD
usimg & tarm structure. For tha whaolazala methodalagy, tha lifetima PD alzo takasz into account eradit migraticn, i 8. a cusiomar migrating
through the CRR bands over s life,

The ECL for wholssale stage 3 iz determined on an individual basis using a discounted cash flow ('DCF') methodology, The expected
future cash flows are based on the credit nsk officer's estimates as at the reponting date, reflacting reasonable and supporiable
assumptions and projections of futura recovarias and expacted future recaipis of interest. Collataral iz taken into account if it i likely that
the recovary of the outstanding amount will include realization of collateral bazed on the estimated fair valus of collateral at the time of
axpacted raslization, less eosts for oblaining and zelling the collateral. The cash flows are dizcounted at & ressonable approximation of
the original affectiva interest rate. Fer significant cases, cash flows under four diffarent scenanios are probability-weighted by reference 1o
the sconomic scanarios applied more ganerally by the greup and tha judgament of the credit rizk offlicar in relation 1o the likelihcoad of the
workoul strategy succesding or recaivarship baing required. For less significant cases, the affect of differant sconemic scanarmos and
work-out strategmes iz approximated and applied as an adjustment to the most likely outcome.

Pericd ower which ECL iz measured

ECL ic maazured from the inftial recognition of the financial azzet, The maximum pariod concidered when meazuring ECL (ba it 12-manth
or lifatime ECL) i the maximum contractual period over which the group is exposed to credit risk. For wholeszale cverdrafts, cradit risk
managamant actions are takan no less frequantly than on an annual basiz and therafore thiz paried iz 1o the axpectad date of the next
subztantiva cradit raviews. Tha data of the cubstantive cradit reviaw alze raprazants tha initial recognition of tha new facility. Howaver,
where the financial instrument includes both a drawn and undrawn commitment and the contractual ability to demand repayment and
cancal the undrawn commitmant does not serva to limit the group’s axposure to credit rizk to the contractual natice pariod, the
contractual pericd does not determine the maximum paricd considerad. Instead, ECL iz measurad over the pariod the group ramaing
exposed 10 credit rizk that is not maigatad by credn rick managemeant actions, This applies 10 retail overdrafts and credit cards, where the
panigd is tha average tima taken for stage 2 exposures to default or close as performing accounis, determined on a portfolio basis and
ranging frem betwean two and six years. In addition, for these facilities it is not possible to identify the ECL on the lcan commitmant
componant caparataly frem the financial acest component. Az a razult, the total ECL iz recognizad in the lose allewanea for tha financial
aszet unless the total ECL exceeds the gross carrying amount of the financial asset, in which case the ECL is recognised as a provision,

Forward-looking economic inputs

The greup applias multiple forwvard-looking global sconamic scanarioz determined with rafaranca to extarnal forecast distributions
representative of our view of forecast economic conditions. This approach s considered sufficient to calculate unbiased expected loss in
maest scenomic enviranments. In certain sconomic environmaents, additional analysis may be necessary and may result in additional
scanarios or adjustments, 1o reflact a range of possible economic cutcomes sufficient for an unbiased astimate. The detsiled
methodelogy is dizclosed in 'Meazuremant uncenainty and sensithvity analysis of ECL estimates’ on pages 33 16 37,
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Critical accounting estimates and judgements

The calculabon of th ¢ goup's ECL under HXF AS & rquises the group (o make & nember of judgements, sssumptions and estmates The most significont
are selout below,

Juidgeinaint Estimates
= difining what is congidersd o be o sgnsfcant incresse In Gedit nsk, = The sectons marked o sudited o0 pages 13 B 37,
= dewrmining the lifetime and point of mitial recogniton of cverdisfts and credit cands, ‘Mimsurament uncerminty and sensivivy analysis of

ECL sstimates’ s&t out the assumptons ussd m
df:E”ﬁll'lll‘lg ECL and provide an indicanon of 1ha
sengatialy of the result 1o the spphcabon of differant
weighungs being sppdied 1 different sconamic
BEsumpiong

» gebacnng snd calibranng the PO, LGD and EAD modela, which suppodt the calculations,
including mexing reasonabbs and suppor mbie judgamants about how modsts react 1o current
and funire sconomic condisons, and

o gabactng model inpUE and aconomic forcass, including det@rmining whether gulficientand
SOOrOpriatEhy waighted economic forecas | afe moofporated 1o caloulate unbiased expected
e

{i} Inzurance contracts

A contract is classified ag an insurance contract where the group accepts significant insurance rick frem another party by agresing to
compensate that parly en the occurrence of a specified uncertain futura avent. An insurance contract may akso transfer financial risk, but
iz accounted for az an inturance contract if the insuranca rick ie significant. In additien, the group issuas investmant sontracte with
discrationary participation features 'DPF'} which are also accounted for as insurance contracts as required by HKFRS 4 ‘Insurance
Contracts’.

Met inzurance Pramium mncoma

Framiums for life ingurance contracts are accounted for when receivable, except in unit-Enked insurance contracts where premiums are
accounted for whaen liabilities are sstablished.

Raeinzurance premiums are accounted for in the zame accounting period as the premiums for the direct insurance contracts to which they
ralate.

Net insurance claims and banefits paid and movemants in liabilites w policyholders

Gross insurance claims for life 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 claims are recognised when due for payment. Surrendars are recognised when paid or at an sarlier date on which, following
notification, the policy ceases to ba included within the calculation of the relatad insurance liabditiez. Death claims are recognized when
notified.

Reinzurance recoveries are accounted for in the same period as the related claim.
Future profit participation on insurance contracts with DPF

Whera sontracts provida diseretionary profit participation banafits to policyhaldars, liabiltiss for thase contracte includa provisions for tha
future discrationary banefitz 1o paeyhaldars. Thesa provisions raflect the actual parfarmance of the investment portfolio to date and
management's axpectation of the future perfermance of the assets backing the contracts, as well sz other experience factors such as
rmortality, lapzes and operaticnal efficiancy, wheara appropriate. Tha banafits to policyholdars may be detarmined by the contractual
termz, regulation, or past distribution policy.

Investment contracts with DPF

Whila invaztiment contractz with DPF are financial instrumenis, they continua o ba treated ac inturance contracis az requirad by

HEFRS 4. Tha group tharafore recognicas the pramiumes for thaze contracic as revanue and recognises as an axpanca the rezulting
increase in the carrying amount of the lability,

In the case of net unrealized mvestment gains on these contrasts, whose discretionary banefits principally reflect the actual performance
of tha invastmant portfolio, the correcponding incraacs in the liabilities iz recognizad in aithar the incoma statament or OCI, following the
traatmant of the unrealized gaint on the ralevant aszets. In the caze of net unrealized lozzes, a defarred participating aszet it recogniced
only to the axtent that fz recoverability iz highly probable, Movements in the habilities ansing from realiced gainz and losses on ralsvant
astats are recognized in the incomae statement.

Liabilities under insurance contracts and Prazent value of in-force long-tarm insurancea business

Lbilitias under non-linked Iife insurance contracts are caloulated by aach life insurance operation basad an local actuarmal pringiples,
Liabilities under unit-linked life insurance contracts are at leact equivalent 1o the surrender or transfer valus, which iz calculated by
rafarance to the vahea of the relevant underlying funds or indices.

The group recognises the value placed on insurance contracts and investrment contracts with DPF, which ara classified az leng-term and
in-force at the balance sheat date, az an aczet, The PVIF aszet iz presented gross of attributable tax in the balance sheet and movements
in the PVIF azeat are included in "Other aperating incomea’ an a gross of tax basis.
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Notes on the Conzolidated Financial Statements

Critical sccounting estimates end judgements

Tha vakuabion of the PVIF and maurance contact lishdites are dopandent on sconomic sssumptions (eg future mestment retuims ] and non=sconcmic

mEpumphons &g relsted to policyholder behanour o d emizaphm'l

* The PVIF apset represents the value of the squiry holderg’ interest in e Esuing nswmnce * The sgsumpbiona ane resssesesd o1 ench repormng
companes’ profits expected to emeige from Sese conirects writien ot the balance sheat date and changes in the estimates which affect the
date. itig determined by discountng those expected fufure profite using spproprae walue of PVIF and Insurance contact kabiites ae
BESUMplions in asseesing fecions such os future mortdity, lpse mbes and lovels of exponses, raflocted in the income statement Mone information
and & risk decount rate that ellects the nsk premium atributable to the respectve conirpcs 8 insluded i Mote 16 fod PVIF and Noe 3 fof
The PVIF incorporains nliowanoes o bath non-masknt nsk and the yadus of finoncisd ophons Linbaktes undeér insurence controcts
ang guaisniees = The gections marked a8 sudiied on pages 50 1o B3,

= |nsuranoy contract labilities are set in socordance with Iocal sctupmsl prnciples in épch “Ingursnce menuinctunng opemtions risk
madket, abgaed with local regquiatony meagutement frameworks Cofe judgements mede m managemant provide an indicaion of e sensitvity
mpphying thess framswarics inclode démographie and behsiours] Bty mpHons, sxens of thé result o the applicaton of diffe@ntweightngs
SEBUMDHONE AN |FVEEMTIERT FS1LER SEE LM DU RS B ing apphed w0 dilferent sconomic and nom-

BCOMEDMeC BEFLMEpTONE

{k} Property

Land and buildings

Land and buildings held for own use are carriad at their revalued amount, being the fair value at the date of the revaluation less any
subsequant accumu lated depreciation and impairmant losses,

Revaluations are parformad by professional qualified valuers, on a market bazis, with sufficienmt regularity 1o ansure that the net carrying
amount does not differ matarially fram the fair value, Surpluses afsing on revaluation are credited firstly 10 the inceme statement, 16 the
axtant of any deficits arising on revaluation previoushy charged to the income statemant in respect of the zame land and buildings, and
ara tharaafiar takan to the "Propary ravalustion rezarve’, Daficits arising on revaluation are firct 2ot off againet any previous revaluation
surpluzas included in the Propary ravaluation resarve’ in raspect of the came land and buildings, and are tharsafter racognizad in the
income statemaent.

Leasehold land and buildings are depreciated over the shorter of the unexpired terms of the leazes or the remaining useful ves,

Tha Government of Hong Kong ownsz all the land in Hong Kong and parmits fs use under leazehold arrangemants. Similar arrangemants
axist in mainland China. The group accounts for its interests in own use leasehold land and land uge nghts in accordance with HKFAS 16
but dizclozes theze at ownad assetz whean the right of uze are conzidered sufficient to constituta contral,

Investment proparties

Tha group holds certain preperties as investments to earn rentals or for capital appreciation, or both, and those mvestment proparties are
ingluded an Balance chaat at fair valus with changes in fair valua baing recognized in the inceme statamant.

{I} Employees compensation and benefits
Poat-amployment bensfit planz

The group operates a number of pension schemes including defined benefit and defined contribution, and pest-employment banefit
sthemes.

Paymeanis to defined contribution schames are charged as an expense as the employees render servica.

Defined banefit pension cbligations are calculated using the projected wnit credit mathed. The net charge to the income statemaent mainky
comprises the sarvica cost and tha nat interest on the nat dafinad banafit aszet or lability, and iz presanted in oparating expansas.

Remaazuramants of the net defined banafit azzet or liability, which cemprise actuarial gaing and leszes, return on plan aczets axcluding
intarast and the effsct of the azcet cailing (if any, axcluding nterest), are racognised immed iately in OCI, The net definad banafit asset ar
liability rapresants the prasent value of defined benefit cbligations reduced by the fair value of plan assets, after applying the asset ceding
test, whera tha net defined banefit surplus is limited to the present value of available refunds and reductions in future contributions to the
plan.

{m) Tax

Income tax comprizes current tax and deferred tax. Income tax i recognisad in the incoma statament except to the extent that it relates
ta itame racegnized in OCI or diractly in aquity, in which caze the tax iz recognized in the came ctatamant ac thae ralated iteam appears.

Currant tax iz tha tax axpactad io ba payable on tha taxable prafit for the year and on any adjustment to tax payable in recpect of
pravious years. The group provides for potential current tax lisbilities that may arize on the baciz of the amountz expected to ba paid 1o
the tax autharities.

Daferred tax iz recognised on temporary differences batwesn the carrying amounts of assets and liabilties in the balance shest, and the
amounts attnbuted to such assets and labilities for tax purposes. Deferred tax = calculated using the tax rates expected to apply in the
paricds in which tha aczeiz will ba realized or the liabilities zettlad.

Currant and dafarred tax are calculated baced on tax ratec and laws anactad, or cubstantivaly anactad, by the balanca cheat date,
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{n} Provisions, contingent liabilities and guarantees
Provisions

Provisions ara recognisad when it iz probabla that an outflow of economic banafits will ba required to cattle a precant lagal or
contiructive obligation that hae arizen as a result of past evants and for which a reliabls astimate can ba mada.

Contingent liabilities, contractual commitments and Guarantess
Contingent labilities

Centingant liabilities, which include certain guaranteas and letters of credit pledged as collateral security, and contingent liabilities related
1o legal proceedings or regulatory matters, are nol recogniced in the Consolidated Financial Statements but are disclosed unless the
probability of settlemaent is remota.

Fingncial guarantes contracts

Leabilitias under Ainancial guarantes contracts that are not classified as insurance contracts are recorded inttially at their fair value, which
iz genarally the fea received or prasent value of the fes raceivable.

The Bank has izsued financial guarantess and similar contracts to other group entitiss. Tha group elects to account for certain guarantaes
BE insurance contracts in the Bank's financial statemants, in which caze they are measured and recognizad as ingurance liabilitses. Thiz
election i= made on a contract-by-contract basis, and is irrevocabla,

{o} Impairment of non-financial assets

Software under devalopmant iz tasted for impairment at least annually. Other non-financial azsets such as propary, plant and equipment,
intangible aszels {excluding goodwill) and nght-of-use assats are tested for impasrment af the individual aszet level whan there is
indication of impairmant at that level, or at the CGLU level for azsets that do not have a recoverable amount at the individual aszet lavel. In
addition, impainmant is also tested at the CGL level when there is indication of impairmant at that level. For this purpose, CGUs are
concidarad 1o ba the prinzipal oparating legal antitiaz and branches divided by ghobal busineszs,

Impairment testing comparas tha carrying amount of the non-financial aszet or CGU with ite recevaerabla amaount, which iz the highar of
the fair value less costs of dizposal or the value in use. The carrying amount of a CGU comprises the carrying vales of its assets and
lsbkilities, including non-financial assets that are directly attributable to 7 and nen-financial assets that can be allocated to it on a
raaconable and concictent baciz, Mon-financial azeats that cannot be allccatad to an individual CGU are tested for impairmeant at an
appropriate grouping of CGLs. The recoverable amount of the CGU is the higher of the fair value less costs of disposal of the CGU, which
iz determined by indapandent and nualified valuers whera ralevant, and tha value in uze, which is caloulated baced on appropriate inputs,

Whan the recoverabla amount of a CGL) iz lass than its carrying amount, an mpairment loss i= recegnized in the incomae statemant to the
axtant that the impairmant can be allocated on a pro-rata basic to the non-financial aszets by reducing their carrying amounts to tha
highar of thair rezpactive individual recoverable amount or nil Thiz impairment iz not allecated to financial azzets within a CGLU.

Irmpairmant loss recogniced in pricr paricds for non-financeal azcets ic ravarsad when there haz bean a change in the actimate uzed 1o
determine the recoverable amount. The impairment loss is reversed to the extent that the carrying amount of the non-financial aszets
would not exceed the amount that would have besn determined (net of amertisation or depreciation) had ne impairment loss been
racognised in prior pariods.
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Notes on the Conzolidated Financial Statements

2  Operating profit

{a) Metinterest income

Nat interest incoma includes:

2020 2003
HK$m HKSm
Intarest moome rosgsed on mpared firencel sssets 220 S0
Irtarast msoms reogndd on finansal assats M st acnartsad coss 127178 160,367
interest mooms ecognsaed on finsncisl essals mssssned st PAOCH 20,187 o093
Interst axpanes on financml metrumants, woeluding oteres on fnence) fBabilitas hald for tredimg or dessgrated or atharwnse
mandatordy messured ot far valus {33,135) |56, EBGEE
{b}) MNet fesa income
Mat fes income by global business’
Waeslth and Globnl
P i clal Hi g mrvd Corporete
Banking Banking Markets Contra” Totsl
HHm HE§m HHgm HE$m HEgm
Aozount garvicas 864 asa 67 3 2,098
Furmds undsr marmgdmant 5071 E77 1.796 — 7544
Cards 5,564 1.281 a3 1 6,539
Cradit fncditme 33 1.347 1175 = 2,871
Brokng income 5,473 58 GE2 - 68213
It afusparts = 2,178 TS 1 2,832
Uit Brusts 5,991 142 1 - 6,134
Undinwnning 1 1 1.521 (L] 1511
Rarnettencas 280 1,630 BA7 (18 2,504
Cllabin| dutcady 94z 53 2,938 - 3,993
InBurBncE AgANGY COmm Emon 1,308 107 1 - 1418
Cittar 2,12 2,363 5,566 2.121) 8,120
Fes inceme 28,165 10,708 15,642 (2,146 52,370
Fon nxpunse 16,138} 11.807) [5.262) 2,308 110,700)
Yaar andod 31 Dac 2020 22,026 S102 10,380 162 41,670
Aosount pannces 8 a0d BaT a0 1 2 Bas
Funds under mersgamsnt & B E4E 1854 i 1416
Cands B, 705 1.716 B 1 8.6E7
Cradit faciddwes Frr] 1,633 1,367 1 a3.288
Hrokng income & E2d [ = L= 53 - 3660
g afaRpots = 2,550 &30 = S B0
Ut Brusts E.5q2 168 - - 7960
Lindanwniing a F 15688 [E]] 1,55
Harnettansas 2ET 1.545 EER 14} 2. BEY
Slobal custody TEh &1 2808 = 3,743
INBLTANGS BRANCY oMM S9N 160 131 Fi — 1.6
Crthar 2 550 2148 5207 12,504} 756
Fan incoma 28,155 12036 16,331 w413 Ea.053
Feel dnpoanriold 6821 2078 Eoaeg] 2,530 1117.504)
Yanr anded 31 Dec 2012 24,470 £.950 5988 117 41,506

T Effective from 2020 the reportable segments have been changed fo reflect the merging of Retay Barking and LWealth Managament and Global
Frivate Banking o form VWaalth and Personal Banking (WPE) and the ré-allsestion of Balance Sheer Maragement from Corporate Cantre 1o the
Flobal businassas, Comparatives have been re-prasanted 1o confon o the currant yaar's presentaton. Furmher darads on the change (n repormalbie
SegTents are sel out in node 31 "Segmenmtal analysis” on the consoliceted Snancil ssetements.,

2 Includas innar-sagmant slimuinanan

Mat fes incoma includaz:

2020 2019

HHEm FHKSm
Feag apengd on fnence | aesste that ane not et {er veive through peofit and ines {ofar then emounts nciuded n determnng tha
wilictive nbaraat iatal 8,373 11.400
= fae neoma 13.850 13'.:3‘:27|
- faa wepenss 14.477) 524
Forl mirsucd on Tiust and et Tdudasy schivdies 9,745 2234
= fgy nooma 11.012 10421
= fou axpensa {1 11187
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{c} MNet income from financial instruments measured at fair value through profit or loss

2030 b iR ]
HE$m Hihm
Mt i loxp ) mriing on;

Nt trading notivibs 35,141 &3 BYa
Jnhar natramarts managad on o T value base (2.9659) [
‘Net income from financial inatruments held for trading or managed on a fair value basis - marz O, R
Forneon s ta bk 1o mant sk bhas under naumncs ead imvgeimant contmets 15,873 16,245
Lmbiitsis to customars Lnder mwastmant contracts (2. 745) £1.00E]

Mt income fram aszets and liabilities of mzurance businesses, including related derivatives, measured at fair value
through profit or loss 13128 ey
Changs in e ol of cesgnnted dsbt aeued pnd related demmtves’ 171} ]
Changas i (e vadus of otht irdancsd rethemants mandatondy massirad a8 iar vakus hrmegh prolt of kes 138 ikl
Year endad 31 Dec 45,367 F

1 Includes dabe instruments which are issued for funding purposes and are designated under the fair value option 1o reduce am Focounting
rrismateh,

(d) Other operating income

2030 i3

HK$m HERm

Movemant n presant velss of inforce Neweancs bussess 3,840 -zﬁs

Oanaliossas] on Nwstmant peopartss {99E) 154

Losaa g on didasl of propey,. plant and squepmiart s aseats Pald for sale {61} 121

Lossaa on dmpose| of subedsiws, sssocmtes snd busress porifobics {7 4]

Ranial sscoms ram imsstmant DI0cDertas 3ro e
Drwsdaired imooma 165
Jshar; 2384
Yene sncded 31 Dac _ 5,612

There was a losz on dizposal of loans and receivables of HK$52m in the year (2019 lozz of HK$3m), There were no gaing or loszes on
disposal of financial liabilities measured at amortised cost in the year (2018: nill,

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

2020 2013
HE$m HIGEm
Lo Bt pichinie o Earta S cudbinriadie lebeid L
= maw Bl iwancas nat of ellowence mloaess 17,242 6,282 |
— MpdAsad af B untE pravidudly W ilten off {F |ESE]
L oy oy trneanids and gusrantoan G54 o6
Ohar fripricwm| massts 556 167
Wenr anded 31 Dec 17,719 F.E72

Changs in axpacted cradit lsesas as & percantage of average gross customer sdvances was 0,44% for 2020 (2019; 0,158},

{fi General and administrative expeansas

2020 2012

HHSm HE%m

Pramsas pnd sgupmant 2,804 5 hEE
Markgting snd scveriang sxpansss 1,958 ZB1E
Crthar BOm NiFHEEAG SADANEaE" 41,541 2808
Y¥woor onded 31 Dec 46,304 44, g

I Include infareompany expansas. Further details are ser out in Alote 32

Included in oparating axpansas wers direct oparating axpenzas of HK3231m (2019: HKE24drm) arizing from invastmant propartiss that
genarated rantal incoma in the year. Direct operating axpenzas arizing frem investment proparies that did not generate rantal incoma
amounted to HKFIm (2015 HK3Zm).

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

2020 FE

HH §m FEm

Ownad praparty. plent and squomant 6,059 6,620
Crthvar nght-of-upe osaate 3,348 2,810
Yaar anded 31 Dee 9,405 8,330

{(h) Auditors’ remuneration
Auditors” remuneration amounted to HK3163m (2019 HK$125m).
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Notes on the Conzolidated Financial Statements

32  Insurance business

Mat insurance premium Incoms

Man:linked
insurance Unit-linked Tatal
HEgm HH$m HHgm
Ciross iMmaSnce DIEMLM Noome 51,979 1.693 63,672
Aereumare’ shane of Qross NsumNog DramiLem Soomi X081} & {2, 108)
Yans ancied 31 Dag 2000 59,888 1,675 61,563
BI088 NEWIBNCA DIGMILT ComE g3.M8 149 71,100
Aerguare’ B 0f Grose NELMNe Srarmiem Aoms o) &7 11025
Yand ancied 31 Des 2015 5Ea 1464 B0ATS
Mat inzuranos claime and banefifs paid and movament in labilities o polieyholdars
Maon-Enked
Insurance Unitdinked Totsd
M §m MK gm HEgm
Giros choima nnd barales pakd snd mowiment o intslties o poboyhokdars 74810 5,584 80,404
= cimrna, banalte and surrendars pasd 25,878 5,000 31,888
~movamant 0 labilisa l&m [0y 48,538
Asnmurnrs’ shars of clome and banafits pad and movenant n iabiltes {2,458) {34 {2,453
— algrid, Baralng arnd diiredent S 7 50y {2,823
= movamant n lebilt=s :'!::1 "IBJ 330
Year anded 31 Dec 2020 72,351 5,560 77,911
Srogs cirs and beraffe paed and micwimaent o labdtee 1o poloyhoiders 84521 £,510 a0e
- anrng, barwine and surrendans pasd 25320 B.085 055
= movamant in lebiltas 57,981 [1ES] 1T
Rargusara’ aving af &laemd and Binafits posd 6nd movimant « halbag 1106741 s 1TOLERE]
= clarne, banafte snd surrendens pesd [2558] 1o [&, 5]
—movement n labiltas [6019) 10| I&!ﬂ&ﬂl
Yans anded 31 Das 2073 74344 B812 B0LIEE
Liabilties under insurance contracts
2020 2018
Rednsurera” Ramgurasr’
Gross share” Bt Sroen shan Mat
HKgm HHEm MK HEET HEm HESm
Mosi-linkad insurancs
Bt 1 Jdan 494,181 {28,247) AT, 934 A3 BB 117, ME] 415,510
Claern s aed Bangfits paid (25.876) 2,773 (23.103) 1269601 Z.F5R [FERE]
Ircransafdacrases] i labdibss 1o poleyholders F4.810 [2.4549) 72,38 8,521 10,677 74244
Exchanpe diffarences and othar movemiarts) 3343 Sr L] 2 _L870] il
At 31 Dae £47,088 {39, 381) §21,897 454,101 e, 24T 457,504
Unit finked
At 1 Jan 34,578 {35y 34,544 o g1 a4 4,807
Claerns a0 fanedite pmd {5,990} 50 (5,940} 15,095 o7 .58 |
Inarensafidacrinss| in babdiiee b poloyholders 5,594 {34) 5,580 6,510 a 6,212
Exshange diferences and othar miowam arvia’ 165 15 180 Eh i1 Rﬁ]‘_l
At 31 Dec 34,348 (5] 34,344 a4 5TE B 544
Total iiabiities to policyholders S0, 406 {35, W85 556,041 B30, R0 6, 263 Bl 47E

T ‘Exchange cifferences and other movements’ includes movements in habdities anizing from pet unrealised investment gains recognized in other
2 Amounts recovarabla from reinsurance of labelities under insurance contracts are included in the consoldated halance sheet in "Frapaymant,
Socrued intome and ofther assets’|

Tha key factors contributing to the movamant in liabkilities to policyholders included movemants in the market value of azzets supporting
policyhobder liabilities, death claims, surrenders, lapses, liabilities 1o policyholders created a1 the initial incaption of the policies, the
declaration of bonuses and other amounts attributable to policyholders,
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4  Employee compensation and benefits

i o 208

Hifm Hidm

Wagss ond soinrsa’ 33,367 46T
Racal pacurity Sosts Ba3 i 204
Pogt-employmant banal g 1,923 2110
- Saleiad Sonthbutiom paidasn plan 1.528 1RIE
= dafmad benafit panson pans 385 L=
Yoar anded 31 Dec 36,183 J8.046

T Wages and zalariaz’ ineludes rha afiser of shars-based payrments arrangarmants of HKSE3dm (2019 HKSES2 .

Post-employment benefit plans

The group cperates a number of post-am ployment banefit plans for its employvess. Some of these plans are defined benefit plans, of
which the largest plan iz The HSEC Group Hong Kong Local Staff Retirement Banefit Scheme (the 'Principal Plan’).

The group's balance sheet includes the net surplus or deficit, being the diffarence betwean the fair value of plan assets and the
dizcounted valua of cchamae liabilities at the balanca cheat data for each plan. Surpluses are only recegnized 1o the extent that they are
recoverable through reduced contnbuticns in the future or through petential future refunds from the schemes. In assessing whether a
surphes i recoverable, the group has considered its current right to obtain a future refund ora reduction in future contributiens.

Defined benefit pension plans

Mat sesatfliability) undar defined banafit penzion plans

Presem value of
Fabrvalue of  defined benaefit Mot defined
plan susets obiigations  benefit liabilty

At 1 Jan 2020 10,302 {12,8448) (2.544)
Sorvics coBt = (el &)
= CLINTEL BrVED Coak - [A02) (492
- DBEL giidh S04L and prnslioesat) from s4tieTents = Ll 174
KNat ntarest mcomaixpansa| on Be nat defined benald pesetf bbby} 202 (263} 81)
Ra-mansuiiment aflacte meognissd N othar Sompratsneve nsoms A8 B30 (384
= rafurn on pisn sesate [axciuding ntersst noom a) A46 - a6
= mctuarsl easss e [B30)
Contrdutions by tha group [iF3 = G02
Banafein paid {1,087 1,183 5
Exchanps diferencas and othal miavimants 2] P4 13%)
At 3 Dec 2020 10,453 {13,140} p.m_
Rufemant baral hobslSiag resogneed o tha Bokncs ghagt 2,707
Ratmamant benald nesats rcognisad on tha balancs sheat Paithie "Prapeymant, Beonssd aaoms snd athar
apbia’| 14
Ar Y Jan 2018 1368 [ 1ET) [ L
Sarvics coR - |t 1E11]
= curmsnt servios ost - ] B || |E'|$]]
Nt negrapt ngom S [sepaned] on tha nat dafingd banals assatiabiiny] 206 4] il
Ri-rrassuramant §ffechs recogrigsd m othir somprehensng Psome fri B2 | JEE
= raturn on pien sesats faxcuding ntereet neoma) i - !9.2?)!
- Aotutinsd losess = B | L
Contribuehons by tha group = = =91
Ewnaliia powd 11£50) 1376 BE
Exchangs dHerroas pnd ather mavamants! . 288} 4 440 Rl
Ak 51 Oec 2019 10502 [t2.545] (@546
Ratrament bamnelt habdtias recognaed on e Baklacs ehaat 2,506
Ratisenent banalit nssets ecognised on the balance sheat parthin “Prepeymant, sccneed mncoms and othar
apeata’] 42

T Oeher moverments in 2018 included the impact from ransfer of amployees from the growp 1o HEEC Global Services (Mong Kong! Lirited fthe
‘SenCo’l wiveh ic a falfow subsiclary of the Group.
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Notes on the Conzolidated Financial Statements

Fair value of plan assats by asset classes

At 31 Do 2020 A3 D 2019

Dhsoted market Doty MBrsss

price in acive D Ko N 3ctav
Valise Frimriet Therest HSBC W Fareat Thareo! HSEC
HHSm HE§m HHK§m HE§m HK§m Higm
Fair whlkis of plan nasate 10,453 10,453 219 10308 10502 177
= gguiteE 1,547 1,547 - 1,364 1,554 -
= bonds 5,562 5562 - B2 &,044 -

- st Rvassmans’ 2,838 I a38E - e 23
- gthar? 506 Bl 218 [k B 127

1 Abernative investments included HKET,722m previously reported under ‘equities’, and HK3568m reporred under ‘other'. Comparatives have been
re-presentad o corform 1o the CUrment yaar's presentaton.
2 Ceher mainly consists of cash and cash daposits

The Frincipal Plan

In Heng Keng, the HZEC Group Hong Kong Local Staff Ratirement Banefit Schame ("'LSRES’), the Principal Plan, covers employess of the
group and HEEC Global Sarvicesz (Hong Kong) Limitad {tha "SareCa’), which it a fallow subzidiary of the Group 28t up in Hong Kong as
part of tha racovery and resclution planning to provide functional support sarvices 1o tha group, as well 82 canain other local amployess
of the Group. The Principal Plan comprizes a funded defined beneft scheme {which providez a lump sum benefit on retirement and is
now clozed te new membears) and a defined contribution schame. Tha lattar was establiched on 1 January 1589 for new employeas, and
the group has baan providing dafined contribution plans to all new amployess. Sinca the dafinad banefit schame of the Principal Plan iz a
final salary lump sum schemae, fs axposurs to longavity risk and intarest rate rick is limited compared to a schamae that provides annuity
paymants.

The Principal Plan iz a funded plan with assets which are held in trust funds separate from the greup. The investment strategy of the
dafinad banafit cchame of the Principal Plan iz 1o hold the majonty of azzets in fixed incoma inveztrments, with a smaller portion in
equities. The target asset allocation for the portfolio has been updated in December 2019 1o Fixed income invesiments 75% and Equity
25% following an update 1o the investment strategy to de-risk the investment penfolio. Each investmeant manager has been assigned a
banchmark applicable to their respactive azcet class. Thae actuarial funding valuation of the Principal Flan iz conducted at least on a
triennial baziz in accordance with tha lecal practice and regulations, The actuarial assumptions used to conduet the actuarial funding
valuation of the Principal Plan vary according to the economic conditions,

Tha trustea, which = a subsdimry of tha Bank, azzumes the overall rezponsibality for the Principal Plan and tha group has establiched a
managemant committes and @ number of sub-committees to broaden the governance and manage the concomitant issues.

Eoth tha group and ServCo participate in tha Principal Plan that shares ricks batwaan the antities which are under common contrel of the
Group. As agread batwean the group and SarvCo, the net defined banafit cost of the defined banafit scheme of the Principal Plan shall ba
charged saparataly. Datails on the dafined benafit ceheme of tha Principal Plan ara dizclozed balow.

Mat aszati/{liability) undar the defined benafit zchemea of tha Principal Plan

Included within the grosp Inciuded within SereCo

Present Prasent
value of Nt
Fardr vadus defined defined
of plan banafit
sssets  obligatiens limbility masets  obligations Hnbslity
HHSm

HK§m HEgm HiK$m HHEm HKSm
fat 1 Jwn 2020 4,854 (5255 [Saay 4,445 (4. D80) 515}
Sarvics ot - {18z [182) - {175} (il
= gqurignt sanvica cost 1 - ! ['IIZH {'Il.!]l - I {‘l'ﬂﬂ {1%
Mat mmeast incomalaDarssl on e med calirdd Dardl s UTabiiity] a0 Im E‘ 76 @H (8]
Aa-mensurernent affects recogmesd n othar compeebensye moomes 114 {35 211} 19 257} {187
_= ST o0 Dl seete [aoe bidng nteredt ncome) 114 - 114| 10 - 10
- stunnal Kesas - {32! [325) —_ 2 2
Comribubons 183 - 183 174 - 174
Banalia paid 549) S49 - (484} a4 —_
Exchange diffarences ard othar mowemarts a4 {31 27 {33 n 21
At 31 Dec 2020 4,486 15.330) B4 4,268 [5.001) 3y
Aatiramiant barafit inbil tas recogmised on the balencs sheat EisEL] (e kil
At 1 Jan 2015 403 18,7454 (1,347 A8 1818] 1140]
T copt s 1154) [T3h4) = |162] [1dE|
— SRR Brveh Sost —1 LT g4 —| gl &zl
Mat ntarast incomal lomensa) on the net dafred benafit sesatTlein ity 65 [E0y 112) &3 73] {10
As-mangungrment etfects goognasd n otner compdaFarEsg iniomg =80 fracl] T A8 |1&8] 248
- fatlam on plan aeeets asludng Mlatast msora) a0 - S 416 — 418
= motuinrinl gains = e [#55] = |1&5] E164]
Cordritutcng 138 = 136 154 = a4
Banafite pad B3 7] Bay - 4E0) 450 =
Exshanga diffaranzes and othar movemanas! BT 4989 B 5,064 [4:3791 15l
A3 Dea 2018 4, F5d 1] i) 4,445 [4,860] B16]
Ratisemant bonalit fabil tas recoprised on the balance sheat ] 16|

T Orher movemants in 2018 included the impact from transfer of amployeas fram the group fo Senvlo.
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The group axpects to make HK$175m of contributions to the defined baneiit schema of the Principal Plan and ServCo expacts 1o make
HE$162m contributions to the defined benefit scheme of the Principal Plan during 2021, This is determined separataly by the group and
SarvCo by reference to the actuarial funding valuation carried out by the Principal Plan's local actuary.

Eenefits expected 1o be paid from the defined benefit scheme of the Principal Plan over each of the next five years, and in aggregate for
the five years thereaftar, are as follows:

Baneins axpeciad 1o be paid from the definad banefa scheame of the Princlpnl Plan'

221 2022 2823 2024 2025 2025-32030
_.Jul raporied by, HE$m HESm Hifm HK$m HEEm HE§m
= Tha griud 413 547 508 428 411 1,874
- Sarnve 323 524 F50 394 N7 1,885

I The curation of the defined benefit oblgaton is seven years for the Principal Plan under the disclosure assumpdons adopted (2015 seven years).

Fair value of plan aszets of the dafined benefit 2chame of the Principal Plan by agzet clazses

At 21 Dec 2020 ALd Dag 201
Ouioted msrket Dihosed mariest
prica in aciive B o1 BELA
Vislue markst Therso HEEC ks et Thared HSEC
HE$m HH$m HEL$m FgSm HEdm HEST
Fas walua of plan assats 8775 Brrs 124 8030 .02 BE
= aquthas 2448 2,448 - FEF FFFE -
= Bards 4,537 4,537 - G450 6,453 -
= nEamatve investrmaents’ 1,676 1,878 - 121 1211
- oither! 114 114 124 127 137 57
T Arernanive investments inclugded HKE1.31 I reported under ‘coher’, Comparatives have been re-présented to conform 1o the curmant year's

Orasantaron.
2 Other mainky consits of cash and cash deposits
The Principal Plan's key actuarial financial assumptions

The group and SarvCo determine the dizcount rate to be applied to the dafined benefit scheme's cbligations in consultation with the
Principal Plan’z local actuary, on the basis of the current average yialds of Hong Kong Gevernment bonds and Hong Kong Exchangs
Fund Motes, with maturities consistent with that of the defined benafit cbligations.

The key actusnal assumptions used to calculate the group’s obligations for the defined benefit scheme of the Principal Plan for the
year, and usad az tha basiz for measuring the expanses ware as follows:

Key actuaral assumptions for the defined benafit ccheme of the Principal Plan

Discount raie  Rate of pay Increase Mortality table
% pon, LT T N

2% poa. for 2020 and
2021 and 3% p.a.
At 31 Dec 2020 0.50 thereaftar HELT 2019

A 31 Des 2043 176 .00 HELT 20162

T HKLT 2019 - Hong Kong Life Tables 2018
2 HKLT 2018 - Hong Kong Life Tables 2078

Actuarial assumption sensitivities

The dizcount rate and rate of pay increase ara cansitive to changez in market conditions arizing during the reporting period. The
following table shows the financial impaet of assumption changes on the defined banefit schame of the Principal Plan at year end:

The effect of changes in key assumptions on the definad benafit scheme of the Principal Plan

Impact on HSRE Geoup Mong Kong Local Staf Betinmment Benafit
Sofaena obhEaton

Financaal Fmpa of ncrease Fnancial moac of dectuase
2020 Pl 2020 2013
HKS$m HEEm HE$m Hikm
Dscount bt = nomasaldacrasss of 026%: fa ki) {173 185 178
oy - incrasmidecraons of 0.26% — e LR ir 11781

Directors' emoluments

The sggregate amolumants of tha Directers of the Bank dizclesed pursuant to section 4 of the Companies (Dizclesura of Infermation
abouwt Banafitz of Directors) Ragulation wara HK$106m (2019 HK$110m). Thiz comprizas fees of HKS28m (2019 HK$17m) and othar
emoluments of HK$20m (2015 HK393m) there is nil contributions to pensien schemes for 2020 {2015 HK$1m). Nen-cash benefits which
are included in other amoluments mainky ralate to share-bazed payment awards, and the provisien of houzing and furnizhing.
Comparatives for ‘fees” and 'other amoluments' had been re-prezented az HK38m of fees paid to non-axscutive directors’ ware reported
at ‘othar emoluments’ in 2019,

Detailz on loans to directors are sat out in Nate 32,
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Notes on the Conzolidated Financial Statements

5 Tax

The Bank and its subsidwries m Hong Kong have provided for Hong Kong profits 1ax at the rate of 16.5% (2019 16.5%) on the profits for
the year ascezcable in Heng Kong. Overzeas branches and subsidiaries have similarly providad for tax in the countries in which thay
ocparate at the appropriate rates of tax in force in 2020. Deferrad taxatien iz provided for in accordance with tha group's accounting policy
in Mote 1.2(m).

Tax axpance

2020 2013

HH$m MM
Curment e 14,270 19,464
= Hong Kpng beesteon = on cunant year pofa 7.1e 11,088
- Hong Komg tostion —adustmants n mspest of giar years (457 7
= pyarpans Exeton = on curmnt yasr profit 7608 8,813
— OvETBead MENALGM - AdLIEFn Rt f ME0 et of BT Wb m 03]
Diafarmd tax 228 1,
= arginatsan snd ravarssl of temperssy differances 4 1.97%
= affact of changes o B rates e -
= mdpmtmants in ranapect of prior yesrs 03 14EH
Year ended 31 Dec 14,505 21550

Tax reconciliation

The tax chargad to the incame statement differs from the tax charge that would apply if all profis had bean taxed at the applicable tax
ratas in the countries concarnad as follows:

Aeconcikation betwasn taxation charge and accounting profit at applicables tax rates

2020 23
e o kg
Prafit bafon te 80,196 105 455
Moticrnl o profit Bafor b caloubsted ot the et Bpp bl to prafis m B Sountnes consained 18,058 #6556
Effacts of profits in assocates and joint vantures {2,523 Loy o]
Mor-inxsh s mcome and gnee {2291y eklz]]
Lacal tnxes snd ovensass withhokdng texes 2,270 2,505
Parmarnent disboawenig £X3 [0
Othare {532y [E2E6]
Yeur snded 31 Dec 14,505 21,588
hovamants of defarrad 1ax assats and labilitiss
Impairment
Booslerated wllowanos on
capinl Inzurancs Expenze finapcial Revalustion
nifpwanCes business provisions Ingtruments of properties Oriher Totml
HE$m HE S HE$m HE$m HH $eri HH$m HE$m
Apmita 183 = 1,280 1.478 = 2,280 5231
Latbilities EEF]] 10,140) - - (16, 462) {5,007} (32,941)
At 1 Jan 2020 143) 10,140 1,290 1,478 (16,462) 2,727) @7,710)
Excharps and gthe? sdpasimants 5 9 81 23 52} 73 112
Chargaflcradi] ta moomia siatemant ﬁ-'i?.'l ﬁ ﬁ 1.1 76 729 m ﬁ-
Ghasgaeradit] (o othar compréhenan
maoma — - (143 {11 1.140 a7y 152
At 31 Diec 2020 (258) {10,862) 1,284 2,676 {14,645 {8,079) (27.672)
Augmita’ mnz - 1294 2,676 - 3,088 7160
Lusbihties’ (358} 110, 662) = = (14,845 19,167 (34,832}
Agmita 111 = 1418 1344 = 1,80 4,34
Loands b B |05 = = 11368 14.588) (2582}
A Owe 2015 il ®.067 1,418 1414 1EM L&, 725 L23.158!
Irmpact on trarsfion bo HKFAS 16 - - - - [&,E5d] - 2 )
At Jan 2018 4] E.05 1.4189 1314 LRk 7291 [FER ]
Exchangs and othard sdpestmiarita (L] - ¥ {1073 Ficl 118 Lr
Chergafcradit] to moomo stabem ant per ¥ [y 135} ian B [=0a) [ Raw]]
Chargaferadd] to othar comprehansve
neome - - Z - [#53] 107 [Ea]]
Al Das 2008 1140 140, ¥ 400 1.250 LaATE [16.4531 B2 1270
Asgits’ TES - 1,280 1478 = 2,280 52231
Lkt ptry] [10.5400 - - 16,4621 B.007] (32841

T Afrer peming off baldncas within countnas, the Balances as diseiozad in tha Consolidated Finaneal Starermants are az foliows: deferrad tax assers
HKS3 I28m (2019 HKSZ 178m), and deferred tax labilites HKEI0S897m (2018 HKS28 889m)

Tha amount of unuzad tax lecses for which no deferred tax ascat is recognized in the balanca cheat is HKES 969m (2019 HK$3 497m). OF
this amount, HK$1,917m (2019 HKE1,925%m) hazs ne expiry date and the remaining will expire within 10 years,
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Dafarred tax of HE$4,295m (2019: HK$2,197m) has been provided in raspect of distributable resarves or post-acquisition reserves of
associates that, on distribution or sabs, would attract withholding tax.

Dafarrad tax is not recogniszed in respect of the group's investmeants in subsidiaries and branches whare remittance or other realisation is
not probable, and for those associates and interests in joint ventures where it has been determined that no additional 1ax will arise.

6 Dividends

Dividends 1o shatehaldars of the parant company

2020 s
HH$ por share HHSm HEE pad pFrg T

Dividendsz paid on ordinary shares

In rispeat of prawvious year

— fenurty infardm dadand 0,58 27,026 047 21,568
Ir respact of ournent yasr
= firet evtyeem gividana paid 0.13 814 ] 14963
- pacond |n'.u.rrr- dnndand padd 0,19 B.915 0.3 B DT
= thurd ntgrim dasdend pasd 0,23 10,083 (iR~ 14,553
Total 1.12 51818 1 &3 B a7
Dratrémmiona on atfr sguty rEfruments 2,450 1622
Drividends to sharsholders 54,268 B8 .058

The Directors have daclared a founth intarim dividend in respact of tha financial year endad 31 Decamber 2020 of HK$0.47 per ardinary
share (HKS21,665m) (2019: HKS0.58 per ordinary share (HKE2T,026m).

Total coupons on capital securities clazsified az equity

2030 2@
HESm HEgm
URS1 S00m Floabng mts parpatusl subordinatad loans |interest mate et one year US dolins LIEOR plus 3 840881 - a3
LSSt 400m Flostng mite pepabunl subardinabed loans [ntarast 1ats ot thiss menne US dalies LIBOR plus 3 610846] = a3
US$500m Flonting rote parpatuel subordinoted loan [inbarest mbs of s months US dober LIBOA phus 3 62094 B 118
UEF700m Floating rate parpaetssl subordnated loen [irbenast mbs ot thies montts U3 dolar LIEOR phs 4 53}%]1 - 214
USSS00m Eoced rta paspetual subordineted loan {ntarest mos fead at® Si08aF 454 iz
USSH00m Foed mts pacpatunl suboidineted loen (rteres mt feed ot B 0005%GF 420 10
URS1 000 Fooed rete parpetusl subordneted oan [intemnst mbe foed st & GO0REE AT0 =
USH1 200 Fucad rote pematonl subordnated kon hrismst mie fosd o1 6 12291 445 -
URSE00m Foesd mta parpetunl subordinstad loan (ntarast m fed st 6 30 0RLE 248 -
U5%1,100m Frced rate perpatunl subord nnted ken [intenss mts fosd st § O00R5T 512 -
Total - 2,450 1533
1 These subordinated loans were early repaid in the first half of 2013 and distributions were made on repaymant,
2 Thesa subordinared inans wara issued i May and June 2075 and discrationary coupons ara paid amiuaily
7 Trading assets
2030 Hha
HE$m g
Teangung snd othar aligble bilte 113,668 180,067
Debtpacurmes '"" 265,255 Pl
Edueity sacurisig 166, 385 177 AET
Crther! 55, 104 &I
At H Des 00,414 Gk, T

1 ‘Orher' includes reverse repos, stock borrowing and other accounts with banks and customers
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Notes on the Conzolidated Financial Statements

8 Derivatives

Metional contract amounts and fair values of derivatives by product contract typa

Pistional contract smcant Fair yabus - Assets Falr value - Linbilities
Trading Hedging Trading Hedging Totsl Trading Hedging Total
HEl$em Hidm HEgm HEgm HiHgem HEger Him HiHgem
Formgn Exchangs 18278306 100371 236746 232 238978 261792 2625 264417
intaniet mte 268,906,526 304,554 57,195 6.099 363,294 327,675 8718 334,393
Eouity 501,614 = 12,810 = 12,810 19,072 = 19,072
Cradit 553,790 - 5,381 - 5,381 5,955 - 5,955
Commaodity snd other 115,673 - 2,138 - 2138 B.030 - 5,030
Groas total 485,441,909 404,925 617,270 6,31 623,601 618,524 8,343 628,867
“Offsat {200, 6%55)
At 31 Dec 2020 428,211
Farggn Exeteags 20,434 565 ¥6.124 160,019 G 168531 FE] 166,110
“Interest mta 56 JET 243 B0 B0 5,45 216,951 4,455 A0, 4dE
Emuity ELFE0 = 1EEEE = 181 = 1 T
Cradit 64,520 - BA0D - 1170 - 7170
Commedityendother 1406E3 - 2563 = _AEN it ALE
Tioss tatal FEERES 417,553 05278 4275 431,229 5,774 6,103
Ciffat 2,872 M AT
A13 Das 2015 Fh0.E43 Fa1.251

Tha national contract amounis of derivatives hald for trading purpeses and derivatives decignatad in hadge aceounting ralationzships
indicate the nominal value of transactions outstanding at the balance sheet date. They do not represent amounts at risk.

Use of derivatives

The group transacts derivatives for threa primary purposes: to create rick management solutions for chans, 1o manage the portfelio sk
arizing from client business, and to manage and hedge tha group's own resks. Dervatives (excapt for dervatives which are designated as
affactive hedging instrumeantz) ara hald for trading, Within tha held for trading claszification are two types of derivativa instruments:
thoca uead in cales and trading activitias, and those uzed for rick managamant purposes but which for variouz reazenc de not meat the
qualifying eriteria far hedge accounting. The secend category includes derivatives managed in conjunction with financal instruments
daezignated at fair valus. These activitiaz are described more fully balow.

The group's derivativa activities give riza to significant opan pecitions in porfelioz of dervativez. Thaze positions are managed conztantly
ta ansura that they remain within aceaptable rizk levalz. Whan entering into derivative trancactions, the group employs the zama cradit
rick management framewaork 10 assess and approve potential credit sxposures that it uses for traditional lending.

Trading derivatives

Mozt of the group’s derivative transactions ralate 1o sales and trading activities. Salas activities includa the structuring and marketing of
darivative products to customers to anable them to take, transfar, modify or raduce current or axpected rizks. Trading activities include
market-making and rick managerment. Market-making antailz quoting bid and offer prices to othar market participants for the purpoze of
gensrating revenues based on spread and velume. Rk management activity iz undertaken 1o manage the nck anzing from clent
transactions, with the principal purpese of retaining cliem margin. Sther denvatives classified as held for trading include non-qualifying
hadging darivatives.

Derivatives valued using models with unobzervable inputs

Any iitial gain or loss on financial instruments where the valuation is dependent on unobservable parameters is deforred over the lifs of

the contract or until tha instrumant iz redeamed, transfarred or cold or the fair value bacemeas obsarvabla. All darivatives that are part of
gualifying hadging relationchipz have valustions bazed on cbzarvable market parameters.

Thea aggragats uncbzarvable incaplion profit yet to be recegnized in the incoma statemant is immaterial.
Hedge accounting derivatives

The group apphes hedge acesunting 1o managa the following neks: interazt rate, foraign axchangs and net investmant in foraign
oparations, The group uses derivatives (principally interast rate and currency swaps) for hedging purposes in the managamant of its own
asset and lability portfolios and structural positions. Thiz enables the group to optimize itz overall costs of accessing debt capital
markeis, and to mitigate the market rick which would othensize arize from structural imbalances in the maturity and other profiles of itz
acszets and liabilities, The accounting treatmant of hedging transactions varies according 1o the nature of the instrurment hedgad and tha
type of hedging trangaction. Dervatives may qualify as hedges for accounting purposes if they are farr value hedges, cash flow hedges,
or hedges of net investmants in foreign operations.

Fair value hedges

The group enters into to fixed-for-floating-ntarest-rate swaps to manage the exposure to changes in fair value due to movements in
market intarast ratas on cartain fixad rate financial instrumants which are not meazured at fair value through profit or lozs, including dabt
sacuritias held and iszuad,

Sources of hedge ineffactivenass may arize frem basis rigk including but not limited to the discount rates uzed for calculating the fair
walua of derivatives, hedges using instruments with a non-zero fair value and noticnal and timing differences betweean the hedged items
and hadging instruments.

Faor soma debt secunties held, the group manages interest rate rizk in a dynamic risk management strategy, The assets in scope of this
strategy ara high quality fixed-rata debt sacuritiez, which may be zold 1o maet liquidity and funding requirements.
The interest rate rick of the group’s fixed rate debt securitias iscued iz managed in & non-dynamic risk managamant sirategy.
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The group’'s cash flow hedging instruments consist principally of interast rate swaps and crosc-currancy Swaps that are uzed 1o manags
the varmability in future interest cash flows of non-trading financial assetz and liabilities, arizing dus to changes in market intarast rates

and foraign-currency basic.

The group appliss macro cash flow hedging for interest-rate nsk exposures on portfolios of replenishing current and forecasted issuances
of non-trading acsaic and liabilites that bear interest at variabbe rates, including ralling zuch instrumentz, The amounts and timing of
future cash flows, representing both principal and interest flows, are projected for sach portfolio of financial assets and liabifities on the
bagis of their centractual tarms and other relevant faciors, including estimates of prapayments and defaults. The aggregate cash flows
rapracanting both principal balancas and intarest cash flows acroze all perifolios are uzed to datermine tha affectivanazs and
inaffectivensss. Macro cash flow hedges are considered 1o be dynamic hedges

The group also hedges the vanabilty in future cash-flows on foreign-densminated financml assets and lmbilties arsing due to changes in
formign exchange market rates with cross-currency swaps, these are considered non-dynamic hedges,

Interest rate benchmark reform

At 31 Decambar 2020, HK3192 048m (2019 HK$252,443m) of tha notional amounts of intarast rate derivatives decignatad in hadgs
accounting relationships represent the extent of the risk expesure managed by the group that i directly affected by market-wide Ibors
raform. The group has alco dezignated hedge accounting relatienzhips which involve cross currency swaps, although the amount iz not

significant.

Further datailz regarding tha impaet of the market-wide banchmarks reform iz set out in the 'Tep and amerging ricks" cection on pagaz 20

te 21 as specified as 'Audited’

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

or loss
2020 2013
Mandatsrily MBI iy
Desig d ot wd Bt Dapgrated ot massunsd a3 Tair
fair value Tair valus Tanal T vl vakis Tesal
HHSm HE§m HEgm HE$m HICEm HEEm
Teansury mnd other ahigbla bille a4 200 2854 - 204 204
Db macurding 14,400 8,455 22,855 13,960 B2 20063
Equey sacuritms — 143,815 143815 - 120,047 120,047
Jhar! - 11,996 11,996 - 18147 13,147
At 1 Dec 14,494 164,466 178,960 15,960 140161 165,611
T “Crher” prirmanily includes loans snd advance to banks and cumtorners.
10 Loans and advances to customers
2020 213
HH$m HEgm
Grogy onrs ond BAVONGES 1o CUTtomers _ 3.897.568 3738365
-E:l.r.l-uc!-:-.u "..rl.;:l 1 lois elinwencas (28, 687) ; I.' T rad)
At 31 Des 3,668,681 3,730,618
The following table provides an analysis of gross keans and advances to custemers by indusiny sector based on the Statistical
Claczification of sconamic activitiez in tha Eurcpaan Community ('MACE').
Analysic of gross loans and advances to customers
2020 PR
Hi§m HEgm
Residental mongsgas 1,087,760 1027087
Crode cand advancas 88,735 2 BEQ
Crbvar padgona 267 853 81,087
Toetal porsonal 1,452,347 1402, 156
Ranl astaty 5318, 550 BEE a0
Wttokspals ard i trade 94,624 A1 EEE
Merufactunng AT, 653 18,822
Tenrmpoetn b A atosnge E-Irﬁq
Cthar 489,737
Total corporate snd commercial _ l.o99.578
Nar-bank franssml matiiutang 245,243
At T Des 3,897,548 3,708 355
By geography’
Hamg Kong 2,357,375 2.393.687
Rast of Aza Paodc 1,340,153 1,308 402

T The geographical information shown above is classifed by the foeation of the principsl opavatiovs of the subsidkary or the branch responzive for

advancing the funds,
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Notes on the Conzolidated Financial Statements

Finance lease receivables and hire purchase contracts

The greup leases a vanaty of aczets to third partias under finance laases. At the and of leaze termz, azsets may ba zold to third parties or
leasad for furthar tarms. Rantals are calculatad to recover the cocot of aczets lezs their residual value, and aam finance income. Leans and
advances 1o customers include recenvables under finance ases and hire purchase contracts having the characternstics of fmance lsases.

MNat investmant in finance leases and hire purchase contracts

2020 018
Total future Unearmed Total future Unaamsd
mimimm finance PN fnance
paymenis income  Present valus prEnantE ncoma Present valug
Pk g Higm HEgm Higm FEgm HEgm
Amounts resanmbila
= it one yea! 3,718 (811} 2,904 5314 9] 2576
= Grss b bW years 3,439 678) 2,761 2555 |672] 2583
= Bt thras yvamm 277 (554} 2,163 2B [EEE] 2054
- thires to Feur yanea 2,135 (a5 1,660 204 |55 1708
= four b fve yesrs 1,913 (415} 1498 18598 [54] 1472
—oitariive years 22,196 2.014) 19,172 AL 125671 19828
36,105 15,247 30,158 6087 [6.267] 28,830
Expactad cradit boss allowances {393 75|
At 31 Des 29,768 23,555
11 Financial investments
2020 E)
HKSm ks
Frangal myaEtmarits messarad at Tar vakea Hhiough o comprafangns ooome 1,700,406 1,455,256
= traasuny snd othar aligblk bills TO0,. 837 B8, To8
= dabit sacurntas 00,193 BEl B2T
= Uity ST 10,586 8537
e T T o Chih ] =L
= trapsuny snd ottar nllnbl.q bills 4,443 5,045
- dubit Besunbes 470,583 430251
At 31 Dec 2175432 1,800 258

Equity instrumentz meazured st fair valua through cthar comprahenzive incema

020 2019

Dividends Ciwdands

Fair value recognised Fair valia TRCOpN M

I'E‘ al aquity ingir LEY HE$m HE$m HESmy HLEm

Busrass faciltaticn D628 157 7a08 At

Irivaatm&nia reguired by centml ingbiubons 413 3 ans T

ivara 347 ] 365 &
At 31 Dac 10,586 166 BEET 183

12 Assets pledged, assets transferred and collateral received

Aszets pledged

Frrancial az<als pledgad 10 cecure labditias

200 =018
HEfm Higm
Tiaaaury Bahg and otfar abgdil Bssuntiee 48 8438 B 3ER
Losns snd schmnoes to banks 1,830 228
Losng and schmnoss to customars 28,307 12 BlE
Dlabrt gacuriisg 76,913 H01s
Eauity seoufibes 17.606 11 646
Cithar 86,240 B2 AT
_Assets pledged at 31 Dec 257,784 241555
damaunt of kebilbes seouingd 210,185 208 ATE

Tha table above shows assets where a charge has been granted 1o secure labilties on a legal and centractual basiz. These transactions
are conductad under terms that are usual and customary te collateralised transactions including repurchase agreamaents, securities
lending, derivative margining, and include aszets pledged to cover short pasitions and to facilitate settlement procezzes with clearing
houses as well az swaps of equity and debt securities, HSEC places both cach and non-cash collateral in relation to derivative
transactions,

Heong Keng currency notes in circulation ane secured by the deposit of funds in respect of which the Hong Kong Government certificates
of indebtednass ara hald.
Financial assets pledged as collataral which the countarpany has the right to sall or repladgs was HK$20,386m {2015 HK$53, 194m).
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Assets transferred

Transferred financil assets not qualifying for full derecognition and associated fnancial labilities

2020 208

Carrying ameunt of; Cairysg smount of
Trandlerrad Assaciatod Temnvifarad A o G
mssein Habilites mats abufl et
HE$m HH$m HESm HEST
Rupurchess sgresm ats 85 T15 FT A2 2 8249 od Jo8
Seputtan lendng ngrasmants 18,946 35 16270 114
104,661 77.357 114,188 24 410

The assets pledged includa transfers 1o third parties that do not qualify for derecognition, natably cecured berrawings such as debt
sacurities hald by counerpartias as collaters| undar rapurchaze agraemants and squity securitias lant undar sacuritias lending
agreamants, a5 wall as swaps of equity and dabt sacurities. For secured borrowings, the transfarred asset collateral continues to ba
racognisad in full while a ralated liability, reflecting the group’s ebligation to rapurchase the assets for a fixed price at a future date, e
also recegnized on the balance shest. Where securities are swapped, the tranzferrad acset continues fo ba recegnized in full. Thera = no
associated Bability as the nen-cash collateral received is not recognised on the balance sheet. The group is unakble to use, sell or pledge
the trancfarrad aszets for tha duratien of the transaction, and remaine axpozad o intarest rata rick and credit rick on these pladgad
Bcoals.

Collateral received

Assets accepted as collateral relate primarily 10 standard securities bormowing, raverss repurchase agreements, swaps of securities and
dervative margining. The group 2 obliged to return aquivaleant securitiaz, Theza transactions are conducted under térms that are usual
and customary to standand securities borrowing, reverse repurchase agreements and dervative margining.

Fair value of collateral accepted as securty for aszats

2020 2018

HHEm HEEm

Faw vaivg of oollatersl pemiited to sall or rapkedge 0 the sbsance of dadfeuit F09,051 BES &4
Foed valua of callnternl acheally #old o rapladaed 128,783 95,154

13 Investments in subsidiaries

Main subsidiaries of the Bank

Tha groud's Fbanel in
S0t shane capesay

s u[--wmmm Prin ol Sty rade el O Shamar Shenl

Heng Sgang Benk Limited Haong Kong Emnking B 14%

__I‘LS“EJC Bank Chrs ] Carmpamy Lirminad Paopla's Rapullic of Chirs  Banking 1005
HEED Bank Malsyves Barhed Malwyos EBmnkirg 100%

HSEC Bonk Austmis Lenided’ ALETrala Esnking T00%

HEES Bank [Taawen] Limibed” Terwnn Bmnking 100%

HSEC Bank [Sogeoons] Limdsd Sengapars Benking 10055

Ratramant banalne and
HEEE Life flrtamatonal] Limited? Basmiada s Fisunmacs 100%:

1 Held indirectly.

Allthe above subsidiaries are included in the group’s consolidated financil statemaents. All these subsidiarios make thair fmancial
statements up 1o 31 December.

The principal places of business are the same as the places of incorporation except for HS8C Life {International] Limited which operates
rmainhy in Heng Keng.

The proportion of voting reghts hald ic the came az the proponien of ownarzhip intarect hald.

The main subsidiaries are regulated banking and insurance entities in the Azia-Pacific region and, as such, are required to maintain
cartain mnmum lavels of capital and liquid assete to support their operations, The affect of these ragulatery requirameants iz 1o limit tha
extant to which the subsidiaries may transfer funds to the Bank in the form of repayment of shareholder loans or cash dividends.
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Notes on the Conzolidated Financial Statements

| baidiary with :lgnlllca it aon-contrallng interast

2020 2019
Hang Seng Bank Limited
Proportson of owneship mtsrests snd wotng rights haid by non-gontrolling intarants 37.B0%: a7 85%
HE S HXSm
Prafit ettributable 1o non=controllng mierests 6, 300 8,008
Ascurmulaied nen-gontsling aitsns the subaudhiany 64,975 ED.26%
Didence pod ta non-contraling interests 4,849 B E4E
s I A # L lmdmﬁmm.wp =1k et b 1.
- tnnl eERsie 1,759,787 1676, 72
= toinl lsbilitias 1,576,592 1,457 B0d4
= rat opasmting mooma bafsre chanpa in epected cradit lossas and other aredit impaiment charges @m 43 EdD
= profd for tha yaar 16,670 24822
= i Sximpal sl iriochri for Sl iy it £,
= fotal pomiprahanessg moeoma for the yasr 17,749 FrAT]
14 Interasts in aszociates and joint venturaz
Associates
2020 208
HE $m HE$m
B oot epele 164,767 146,154
Saadwnll 4.011 3,787
Irnps et {2k} f24]
At 31 Dac 168,754 161 817

The above balance reprecantad the group™s interasts in ascociatas,
Principal associate

Pigis of Seedpoestion

s

Ths -_'I_IM'B MAGT6E ) U] SN CEOAH

ek ol Communastions Ca., Ltd Pucpla’'s Regubls o Ches

120

Bank of Communications Co., Lid, is lsted on recognized stock exchanges. The fair value reprasents valuation based on the quoted
market price of the shares held {Level 1 in the fair value hiararchy) and amounted to HK357 815m at 31 December 2020

[2019: HK37E.21 1m).
Bank of Communications Co._, Ltd ("BaCom’)

The group's investment in BeCom ig classified as an associate. Significant influence in BoCom was established with consideration of all

relavant factors, including repragentation on BeCom's Board of Directors and participation in a Resource and Expanience Sharing

agreament ('RES'). Under tha RES, HSBC ztaff have bean seconded to azsizt in tha maintanance of BeCom's financial and oparating
polickes. Investments in associatles are recognised using the equity method of accounting in accerdance with HKAS 28 whereby the
invastmant i initmlly recognised at cost and adjusted thereafter for the post-acquisition change in the group’s share of BoCom's net

acszets. An impairmant test iz requirad if there iz any indication of impairmant

Impairment testing

At 21 December 2020, the fair value of the group's investment in BoCom had been below the carrying amount for approximataly

nina years. As a result, the group parformad an impairmant tast en the carrying amount, which cenfirmed that there was no impairmeant
at 31 Decambar 2020 az the recoverabla amount az detarminad by a value-in-uza ("VIU') caleulation was highar than the carrying valua.

Al

31 Do 2030 I Dec 2018
Carrying Fair Cadryng Fair
Wil walue value Wil valke wakua
HESbn HH§ban HE§bn HEKgon Hitgon HESon
Eoom 168.3 1654 57.8 167 & 1484 a5

Comparad with 31 Dacambar 2019, tha axtant to which tha VIU sxcesds tha carrying valua ('haadroom’) has dacraazed by HK$15.5bn.

Tha reduction in headroorn was principally due to tha impact on tha VIU from BeCem's actual parformancea, which was lowar than sarliar
forecasts due to the impact of the Covid-19 outbreak and the disruption to global economic activity, downward revicions o
managemant's best estimates of BEoCom's future earnings in tha short to medium term, and the net impact of revisions to cartain long
tarm assumptions. Both the VIU and the GV increased due 1o the impact of foreign axchanga movaments.

In future panods, the ViU may increasa or dacresse depanding on the affect of changas to model inputs. The main model inputs are
dazenbed balow and are bazad on factors oboerved at pariod-end. The factors that could rezult in a change in the VIU and an impairment
include a shon-tarm under-performance by BoCom, a change in regulatory capital renuirements, of an increéase in uncanainty ragarding
tha future parformance of BoCom resulting in a downgrade of the forecast of future asset growth or profitability. An increase in the
dizcount rate az & razult of an increasze in the rick pramium or rick-frea rates could also rezult in a reduction of VIL and an impairmant. At
the paint whera the carrving valua exceads the VIU, impairment would ba recegnizad,

If the group did not have significant influance in BoCom, the investmant would be carriad at fair valua rather than the currant carrying
value.
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Bazis of recoverable amount

The impairmant test was performed by comparing the recoverable amount of BoCom, determined by a VIU caleulation, with itz carrying
amount. The VIU calculation uges discountad cash flow projections bazed on management’s best estimatas of futura sarnings available
to erdinary chareholdars prapared in accordance with HKAS 36. Significant managament judgeamant i raquired in arriving at the bect
astimate. Thare ara two main componants to the VIU calcvlation. The first componant iz managemeant’s bact astimate of BoCom's
earnings which is based on explicit forecasts over the short to medium term. This results in forecast earnings growth that is lower than
racant historical actual growth and also reflects the uncartainty arizing from the current eacenomic outlook. Earmings beyoend the shon to
rmadium tarm are than extrapolatad into parpatuity ucing a long-tarm growth rate to dariva a terminal valua, which comprizas the
majarity of the VIU, The second componant i the capital maintenance chargs ('CMC') which iz managemant’s forecast of the earnings
that need to ba withheld in order for EcCom to mest regulatory capital requiremants over the ferecast period (e, CMC iz deducted when
arriving &t managament's estimate of future earmings available to ordinary shareholders. The principal inputs to the CMC calculation
include astimates of acsat grewth, the ratio of risk-waighted assats to total azzets, and the expactad minimurm regulatory capital
requiramants. An increase in the CMC as a result of a change to these principal inputs would reduce VIU. Additionally, managemaent
considers other factors (including qualitative factors) o ensure that the inputs to the VIU calculation remain apprepriate.

Key assumptions in value-in-uze calculaton
Wae used a number of assumptiens in our ViU calculation, in accordance with the requiremaents of HKAS 36

* Long-term profit growth rate: 3% (2015 3%) for paricde after 2024, which does not axcesd foracast GDP growth in mamband China
and iz congistent with forecasts by external analysts,

= Long-erm asset growth rate: 3% (2019: 3%) for periods after 2024, which iz tha rate that assets are axpacted 1o grow to achieve long-
tarm profit growth of 3%.

*  Dizcount rata: 11.37% (2019 11.24%) which iz based on a Capital Asszet Pricing Model ("CAPM’'} calculation for BeCom, using market
data. Managarmant alco comparas the rate derived from the CAPM with discount rates from axternal sources. The discount rate used
iz within the range of 10.3% 10 15.0% (2015: 10.0% to 15.0%] indicated by external sources. The increased rate reflects the net
impact of updates to certain companents of CAPM dus to elevated levels of nsk ansing from the impact of the Covid-19 outbreak and
tha dizruption to global economiz astiviy.

= Expactad cradit locses az a parcantage of custemear advances ['ECLe"): ranges frarm 0.598% to 1.22% (2019: 0.95%) in tha chert 1o
madium tarm, raflacting incrasces dus to the Covid-19 gutbreak and BoCom's actual rezuliz, For parods after 2024, tha ratie i 0.58%
{2019 0.76%), which iz shightly higher than BoCom’s sverage ECLs in recent years. This ratio was mcreased to reflect trends in
BoCom’s actual rezulis in recent yaars of increazing ECLs and of changes to BoCom's lcan portfolio.

* Risk-waeighted azcets ac a parcentage of total aceets: ranges from 61% to B2% (2019: 81%) in the short te madium tarm, raflacting
increasas that may arise from higher ECLe in the short term, followed by reductions that may arize from a subzequent lowaring of
ECLz and a continuation of the trend of strong retail kan growth. For penods after 2024, the ratio i 61% (2019: 61%). These rates are
gimilar to BoCom's actual resulis in recent years and are slightly balow ferecastis disclozed by extarnal anakysts.

*  Qperating income growth rate: ranges from 3.5% to 6.7% (2019 4.9% to 9.4%) in the short to medium term, and are lkower than
BoCom's actual resuliz in recant yearc and the forecasts dicclozed by external analystz, reflacting aconomic prassuras from tha
Cowid-19 cutbreak, global trade tensions and industry developments in maintand China,

*  Cost-incoma ratioo ranges from 36.3% te 36.8% (2015 37.1% 1o 35.8%) in the chort 1o meadium term. Theze ratios are similar to
BoGom's actual resultz in recent years and slighthy higher than forecasts disclosed by sxternal analysts,

+  Effective tax rate "ETR): ranges from 7.8% to 16.5% {2019 12.0% 10 17.0%) in the short to medmm term reflecting BoGom's actual
razultz and an axpectad increase towards the leng-term assumplion through the forecast paricd. For periods after 2024, the rate ic
18.8% (2019: 22.5%}, which i highar than the recent historical average. Thiz rate was raduced on axpectations of a lower ETR in tha
long term, reflacting BoCom's actual results in recant vears and forecast financial azset compogition, and forecasts disclosad by
axtarmal analysis.

*  Capital requiraments; Capital adequacy ratio; 11.5% (2015 11.5%) and Teer 1 capital adequacy ratio: 9.5% (2019 9.5%), based on the
minimum regulatory requiraments.

The following table shows the change to sach kay acsumption in the VIU calculation that on itz ewn would reduce the headroom to nil:

Hey sssumption Changes 1o key assumplion 1o reduce headrosm o ndl
* Long-term profis growth rame ® Decrense by 18 basis ponis
* Long-taim sgset growih s » [ncresge by 17 basis poms
a DEcount rate = Increase by 22 bagis pomnts
» Expected credit leses 28 0 percentage of customer advances = Increass by 3 basis ponts

= Rl-waighted nssets b8 0 percentage of ol sesets = Increase by 116 bagis points
» Opemung income growth mie # [Decrense by 24 bagis ponts
» Coat-income 1800 ® [ncresse by B basie pomie
o Long-term effecine te it # [ncreses by 183 bosis points
= Capiml requirements - copited pdéquocy ratio = |ncrease by 22 basis ponts
» Capiml requirements - ter 1 capital adeguacy rato * Incresse by G basie pomis

Thea following table further illeztrates the impact on VI of reaconably possible changes 1o key ascumptions. This reflectis the senzsitivity
of the VU to sach key assumption on its own and A is possible that more than one favourable andfer unfavourable change may occur at
the same tima. Tha salected ratez of reasonably possible changes to key assumpticns are largaly based on axtarnal analysis’ forecasts
which can change paricd to paricd.
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Notes on the Conzolidated Financial Statements

Favourable change Unfavourabile change
Increase in Decrease in
Wil vl Viu Wil
bps HH$bn HE§Bn bps HE$bn HE$Bn
At 31 Decom ber 2020
Lang-tasm peadit growth mta - - 168,53 <5l (10,00 158.3
Lorg-term sesst growih mbs =5 11.0 180,53 - - 1648.3
Dinoount nats &7 9.4 178.7 +53 (9.5 160.0
2020 ta 20OZ4; 96 2020 1o 2024: 122
Expasted cradi kosses 08 0 paccantage of customar sdhvarces 2025 onwards: 78 7.7 187.0 2025 onwards: 55 (16,5 152.8
Rabkowaghtad nssats aan percentage of tote| nesets ) [ 168.7 + 158 (1.5 182.6
e e e R ) +2 o9 170.2 -E% {11.8 157.5
Copt-ncoma rabo -180 a0 17682 +120 9.8 158.7
_Long-term sffacing tax st -316 6.9 176.2 +E820 {17.7) 151.6
Copids| raguinemsnts = cadital adequacy ista - -_— 1603 +2 97 (6100 108.3
Cagpitsl raguiremants - tar 1 capanl edeguesy mbo - - 169,53 3G H-Lg 127.8
At 31 Dacemnbar 2045
Long-term profit growth mta - - 1678 G0 110 6 167 2
larg-term aeeat growin shs &0 nE 164 - - 1678
Discount rabs b g 1787 =55 R 167 8
2015 wo 20239 40 2019 to 2083 108
Exnasted aradit ake oa 0 parcariags of dustamar sdwances 2024 arnvearce 70 7a 163 2024 arrvatde. BY [ 4} 1658 4
Aamb-waghtad assdte ok s parcontags of totel asssts 36 28 1707 wld (X 1674
Chrareng sncoema geonweEh mis =14 15 16557 8 [ 4.1 1653 7
Coasl-nearms rata 176 17 1766 ] 134} 1664
Long-teem affactve tax mta S 78 1758 L] ] 182 2
Copdnl recu rements - camtal adegquadcy rate e = ere AT 541} 1037
Capital raci iementa — tiae | anpinl sdedussy s - - (LT +IRE [ar 2 1208

Considering the interralationship of the changes cet aut in the table above, managameant astimates that the reasonably pocsible ranga of

VIU i HE3140 9bn to HEF127 9bn (2019; HKS144.3bn 1o HEE177.2bn). The range is bazed on the favourablalunfavourable change in the

aamings in tha short to medium term, and long<term expacted credit losses as a percentage of customer advancas as set out in the table
above. All sther long-tarm assumplions, the discount rate and the bagiz of the CMC have bean kept unchangad when determining the

raasonably pessible range of the VIUL
Selected financial informaton of BoCom

The ztatutory accounting refaranca date of BoCom iz 31 Decambar. For the year ended 31 Decarnber 2020, the group includad tha
aczociata’s rezulis on the baziz of financial statermants made up for the 12 monthe to 30 Saptember 2020, but 1aking inte account tha
financial affect of significant transactions or events n the periad from 1 October 2019 10 31 Decomber 2020,

Salected balance shaat information of BoCom

A1 3050
2020 2018
HKgm HKgm
G nnd balancas ot canti] Sanks 335,008 E74.258
Lasnk snd achmnad to banks and othar feanam| netibations @32 226 Bd 1 A0
Lonns snd sdvenoes 1o customars &, 781,280 BG5S 581
Ciiir finarical aesals 394,375 Searat00d
Oithar assats 345120 216310
Total asssts 12,819,837 11114963
Dapowiti by barics snd othar fnenos| mstiiutons 2122220 2 B3 R
Cumtormar pegounts 7B52,322 BP0
Chiar finersal kabilhes 1,605,848 1026377
CHihar hnbiltiaa 241,177 179723
Total liabilities 11,821,565 10,234 538
Total equity 588,272 B041 7
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Recenciliation of BaCom's net assats 1o carrying amount in the group’s consolidated linancial statemants

At S
2020 209
HHEm HEm
The gioun s ahare of ardasry shatsbaldes” eauty 161,433 48, TET
Doodwil 3012 S6ET
Carrying amount 165,345 145,414

Salacted incoma statamaeant information of BeCom

Foa thva 12 monms anded 20 Sep

2020 2013

T ol

Moat Ntaneel Noome 170,586 161,078
Nt Tas BN COMem Eon Neeme 49,624 BA%T
Ghengs in mpected credit loases (75,2200 RNy
Dapsacation and smortoabon ﬂm 116, 1530
Tax axpanss {6, 656) (hE B2
- proftforthaven: ] 79,585 BT R
— othar comprabaniom nctma “EJ 7 4T0
Total eomprehs naive incom s ?E_ﬂ i
Davedunda cachanad from dolom 4,907 4E0

Ar 31 Dacarnber 2020, the group’s share of azzociates’ contingent abliies waz HK3356,608m (2079 HKE305,291m),

15 Goodwill and intangible assets

Goodwill and intangible aszets include goadwill arising on business combinations, the present value of in-force long-term inzurance
buginess, and other intangible assats.

2030 M3

HE$m HIT

Qoodwd 7.109 B.315
Prasant volus of o force bang-tem msussnce businass 65,053 B1.076
17,807 18,355

B9.968 B1.EAT

1 includiad within ather iangible assets = internally gererared soffware with 3 par carmying value of HKS TS 283m (2018: HEST1,B5Tml. During the
yeoar, capitalisation of infernaly generated soffware was HKEZ,.24 Tm (2018 HKEE2TSm) amaortization charge was HKF2.233m (2018
HESZ2 264} and impairmant charge was HKSE03m (2018 HKS103mE

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

When calculating the present value of in-force long term {'PVIF') insurance business, expectad cash flows are projected after adpusting for
& vanaty of aszumptionz made by aach incuranca aparatien to raflact loeal market conditions and managermant’s judgamant of future
trends, and uncertainty in the underlying assum ptiens is reflacted by applying marging (as eppesed 10 a cost of capital methodology).
Variations in actual experience and changes (o assumptions can contribute to volatility in the results of the insurance business,

Actuarial Control Committess of sach key insurance entity mest on a quantarly basis to review and approve FVIF assumptions, All
changeas to non-economic assumptions, economic assurmptions that ame not obsarvable and model methedology must be approved by
the Actuanal Control Committes.

Mowvamants in PVIF

2030 w13

HE$m s o

At 1 Jar 61,075 8622
Chu-'!g;u-;'! PIF of Ur\;-'l'l:l:\ meurange business 3,840 'IZ:'::-I'-'I%
= ywiea ol naw Busnais withisn durog the yaer 5,360 775l
= wxpected retum’ L ;.,m*.{
~ RSB ShanGas B SXDETBOse VONBNDeE (B Deliow] 5,268 A.58E
= othar adustments i wEy
Eschanps déferences snd other L abnd E

PEL T 85,052 E1.075

1 ‘Expacred return’ raprasants the umsinding of the dizcownt rare and reversal of expected cash flows for the period.

Azzumption changes and experience variances

Included within thiz line item are:

» HEE1,022m (2019 HKFEE29m), directly offeatting intersst rate-driven changes to the valuation of habilities under incurance contracts,

* HEF$1,916m (2019 HKZE2m), reflecting the future axpected channg of returns with policyholders on contracts with decretianary
participation features {'DPF'), to the exient this channg is not already included in liabilities under insurance contracts,

* HE$2,330m (2019 HK$275m), driven by ather assumptions changes and experience variances,
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Notes on the Conzolidated Financial Statements

Key assumptions used in the computation of PVIF for the main life incurance operations

Econcmic assumplions are set in a way that iz consistent with obsarvable market values. The valuation of FVIF i sensitive 10 obearved
market movamants. The following are the key long-term assumptions used in the computation of PVIF for Hong Kong insuranca antitias,
baing tha main life incurance aparations:

2020 203

s b

Wilghtid ckrags fak [ [ila il 1B
“Wanghted averega risk dacount rete 4.96 Bdd
Expanes nilaton 3.00 am

Sensitivity te changes in economic assumptions

The group zets the nsk discount rate apphed 1o the PVIF calculation by starting from a nisk-fres rate curve and adding explicit allowances
for ricks not raflacted in the bast-aztimate cach flow modelling. Where the insurance operations provide options and guarantees to
policyhobdars, the eost of these optiens and guaranieac iz an axplicit reduction to PVIF, unlace it ic already allowed for az an explicit
addition 1o the technical provisions required by regulators. See page 62 for further details of these guarantees and the impact of changes
in aconomic assumptions on our insurance manufacturing subsidianas.

Sensitivity to changes in non-economic assumptions

Policyholder liabiities and PVIF are determined by reference 10 non-sconomis assumptions, including maortality andfor morbidity, lapse
ratas and expance rates. See page 63 for further detailz on the impact of changes in non-economic asSUMm plions on our insurance
manufacturing eparations.

16 Property, plant and equipment

2020 2013

HEfm HIKEm
Cwred proparmy, phant and aouipment! 118,747 138,603
Othar night-of-use sepsts 8,790 a.227
At 31 Dee 128,537 131,830

T Included laazehoid land and buidings of HKSTO8 320m (2018 HKSTT8 2684m) for which the right of use are consiciarad suffierant to consoiure
controd, They are therefore presented a5 owned assets.

Movement in owned proparty, plant and squipmant

2020 2019
Land and  Imvestrment Land and Imeas mant
Baildings properties  Eguipmant Totsl Buildinpe F G Baqu gl Tetai
HHfm HHgm Higm HH$m Hgm HKgm Hign HKEm
_Coat of valuation [ . — N
A3 Das of prar year 111,473 13.335 16,922 141,730 54,007 12575 2 T8 TE3EAD
Impact on treraibion to HKFRS 16 - - - - 18,204 = = 16264
At 1 Jdan 111,473 13,335 16,922 141,730 110321 TGS 21 730 14500 4
Exchengs and othe? sdasstmans 453 n 365 Ba9 1118 ) [ Leha)
Addiwne 770 835 2363 3768 1t a7 1,853 2354
Dispogaia {12) - {4,284 13,356 121 - 1803 (206
Tearmsfara’ — - - — - - [, 6504) [0
Elenanaton of socumuluted dapresmon on
revalued lend nnd buikings 3,737} = - 14,730 (4,505 . - il
iDaf it} / suphus on reveluatbon 6,51 4y {95946} - {79100 4 438 164 = 4 BB
Aaciapplizatong (242} 163 - 180y 114 L] — 14|
At 31 Dec 100,791 13,167 15,266 128,224 11,473 13356 16,532 141,330
Sccuuniuind dapracietion
At1Jsn - B 84 - 13,043 13,127 73 - 17,457 17,560
Exchanga and othsd sdpstmants 10 - 205 s [ = [ Ea)
Charga for the year 4,734 —- 1,325 6,050 4312 . 4,008 BEI0
Chizrpals (L)) - (4.286) {4,287 1] - {BT4) ]|
Trernfars’ = - - = - - CRE=F 145222
Elemnaten of mesumiulnled Sap et on
ravaluad mad and buikdnge 4,737} _ — {4,73n [, 308] - - &30
At 31 Dac a0 — 10,387 10,477 b4 = 10040 13,127
Mot book value at 31 Des 100,701 13967 4,879 118,747 111,589 13,306 SETS 128803

T I 20718 covtain equioment was iransfered fo 2 fellow subsidiary 85 part of the Recovery and Resolution Flan. The batance represented the
carrying value of this aquipment on the care of rranshar,
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Tha carrying amount of land and buildings, had they bean stated at cost less accumulated deprecmtion, weould have been as follows:

2020 213
Hi§m HEgm
Goat kaa aocumiaatad cectsaton 17.085 16,635

Valuation of land and buildings and investment properties

The group's land and buildings and investment preparties wers revalved as at 31 December 2020. The basiz of valvation for land and
buildings and invasimant propanias was opan market valua. The rezultant values ara Laval 3 in the fair value hisrarchy. Tha fair valuasz for
land and buildings are determined by using a direct comparison approach which values the properties in their respective existing states
and uses, assuming sabe with immediate vacant possession and by making reference to comparable sales evidence, The valuations take
inte account the characteriztice of tha properies (uncbhsanvabla inpute) which include the lecation, size, chapa, viaw, fleor leval, year of
completion and other factors collectivaly, The premium or discount applied 10 the charactarictics of the propertias is within minus 20%
and plus 20%. In detarmining the opan market valus of investmaent propertiss, axpacted future cazh flows have bean dizcountad to their
prezent valuas. The net book value of 'Land and buildings” includes HES7,189m (2019 HK$7.858m) in respact of properties which ware
valued uzing the depreciated raplacemant cost method,

Valuation of land and buildings and invastment proparties in Hong Kong, Macau and mainland China wera largely carmad out by
Cushman & Wakefeld Limited, who have recent axperience in the location and type of properties and who are mambers of the Hong
Keng Institute of Surveyors. This represants 52% by value of the group’s properies subject to valuation. Other proparties weare valued by
diffarant indapandant profecsionally qualifisd valuars.

17 Prepayments, accrued income and other assets

2020 mua

HE$m Hgem

S TN A ol oo 8 loul 2R
Busion 61,269 B3168

Acbtaioal and sndareTants 48, M5 a7 302
Rairuras” shem of |mbebbes under msurence contracta [Nots 3] 25,365 Frispei=r]
Curteant thx skidta 2,783 152
Rattlarmant scoourts 33,706 2T 26D
Crsh colla%amal and margn recansbles 58,504 o5 B
Crhar pasats 35,807 48551
At 31 Dec 288,610 4R JER

FPrepayments, accrued income and other assets included HE3157 262m (2019; HK3165,497m) of financial assets, the majonty of which
ward measurad at amorisad cost.

18 Customer accounts

Customer accounts by countrylterntony

2020 2008
HE$m HESm
Harg Kong 4,120,555 3854 175
Meniend China A40, Gk are san
Snpepors 427,537 are s
Auptralio 227,002 180,557
Indin 158,615 14E, 500
Manyin 124,036 113,507
Traan 124,375 114260
Indenaain 40,304 5,651
Cthar 249,894 22671
At T Des 5.911, 3048 A0 434
192 Trading liabilities
2020 g
HE$m Hegem
Daposita by banks! 222 165
Custornar accounts” 8 1,160
Nt short poaitong n secunties 549, 7958 B 2E
& 31 Dac % R .EE2

T ‘Deposts by banks™ and "Customer accouns include repas, tock lending and orher amounts
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Notes on the Conzolidated Financial Statements

20 Financial liabilities designated at fair value

2020 018

HH§m HEKgm

_Depoas by DArice snd CLBRTEr SCCOUNT 77,822 74,767
Dbt macuribms in i A5,8T73 & RS
Lsbilibsa to costomans undar mveatmant gontects 18,518 aroed
At 31 Dac 167.013 10T

Tha carrying amount of financial liabilities dezignated at fair valus waz HK$735m higher than the contractusl amount at maturity
[2015; HEE1,216m higher). The cumulative loss in fair value attributable to changes in credi rizk was HKE5m (2019 HK3Em).

21 Debt securities in issua

2020 Fi
HEfm HESm
Bonds and madm danm nobes B4.894 80,565
Citnwr dab Shaurdias n e 34,198 B0
Total debt securities in issus 125,002 165,408
Incheded withn
~ fwsancml labiites damignated at fair volue [Mote 20] (49,873 [ S0E]
At 31 Dec TEA18 108,808
22 Accruals and deferred income, other liabilities and provisions
2020 2013
Hi$m HEEm
Aezzrunls ared dafarred moomsa 21,588 25 500
Ascapianses ard andomamants TS &7 055
Sattharnant sccounts 30,058 o5 807
Cash collatatel 6nd magn phyebles 60,714 0253
Shara-bapad paymant linbilgy to HS8C Holdings pie 1,124 1,417
Lativa linkiltia 10057 3251
Othar habildias 43 88 41,567
Pravaions for hatedtwe ond chasges 1,792 1.786
At 31 Dac I_HE 203&

Accruals and deforred incoma, other liabilities and provisions included HKI207 B99m (2015 HK$195,122m) of financil kabilities which

ware measured at amontised cost,

Movement in provicions

R estructuring

Cants Orthoer Totsl
Provisions fecchuding tieal it eavts HiEgm HHEm HEfm
ALST D 20F 208 a12 1,020
Aol it 222 2948 518
Amaunts utileed 263) 1356 525}
Unugad amounts revarssd (AZ2) {361} 403
Exchangs and gthar movemants 13y 28 25
At 31 Dec 2020 116 kit 35
Contractual cammitments'
tal Dea 2078 el
Mat cl'mgf_w_pmha‘ cripdit loga provi:on snd othar micssmenia 481
At 31 Dac 2020 1.257
Total Provisions st 31 Des 2020 1&
AL Dae 2018 T B4l FAL
Addrteons 853 I i
fumsgunts utileed [4] ] L]
Unuped amounts revarsad BE |254] el
Exghengs ond gthar movemants F 128 130
AL Dez 2018 208 E12 1,000
Confractusl commitments
At 31 E&::_?_DTB . &1
Mat changs i sxpected cradit loas provson and othar movemonts e
At 31 Dec 2016 TI6
Tatml Provieons st 31 Deo 3018 1,158

T Comractual commioments include provisions for contingent iabilities measursd under HIFRE 8 “Financial Ingruments” in respect of financial

guarantess and expacted credit KST provisions 1 relaton o of-balance sheet guarantees and commiments.
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23 Subordinated liabilities

Subordinated liabilitses rssued to thind parties measured at amortized cost consist of undated primary capital notes and other loan capital
having an arginal tarm to maturity of five yearz or more. Suberdinatad liabilities izsued te Group antitiaz are not included in tha balow,

2020 2019

HESm LS

E!;?i“‘-':}m Undated Moatng rabe prenany capdal notes 3101 d104
MYREDDm Fored mte & 050%) suboedneted bonda dus 2027, colinbbe from 2023 64 BE2
At 3 Dac 4,065 &, 065

f The imerest rate on the ATYRS00m 5 05% caliable subordinated bond's due 2027 will increase by 9% from November 2022

24 Share capital

2020 Wie
Paud up #hare cagital & HET 118,103 TG, 10T
Pard up #harg coepital o LS5 96,232 BE.25E
At T Dec 172,335 172,25
Ordinery eharec issued and fully paid
2020 208
HIgm umbar HEgm Marmibar
At 31 Dec 172,335 46,340,991, 798 156 45,440,551, 738

T Paid up share capital in LSS represents preferance shares which were redeemed or bought back via payment out of dimnbutable profits and for
wiviclh Bhe amouT wias ransferred from refdined sanmings to shave capital in accordance with e requirements of the Companies Orainance.

Thers wese no new ordinary shares msved in 2020 (2019: nil). Tha holder of the ardinary shares iz entitled to receve dividends as
daclarad from time to time, rank equally with regard to the Eank's residual azzetz and are entitled 1o ona vote par chare at chareheldar
maatinge of tha Bank.

25 Other equity instruments

Othar aquity instruments comprice additicnal tier 1 capital instremants in iczue which are accountad for as aquity.

2020 013
HKEm HiEm
US$1 000 Fooadd rats parpetunl subordnnted loan, calstl fesm Mas 2026" 7,839 7. B34
USHI00m  Faoid ot parpetunl subordnated loan., oaliebi from Seg 20057 7,063 T053
USEI0m  Fooad rate parpetusl suberdnated loan, csilsbis from Mar 20267 5487 6 487
LUSH00m _ Fimsd rote pargatian! subordnated |een, callsbi from Mor 20357 . 8505
USEE00m P r;u'.-u pam:u'lusl b;.bmdﬁ:;':-ud qul‘l ;:e.llbb"-a '.'-é-'" May 2022 4,685 4.@35
URSS00m  Fooed reta parpatusl subordinntnd loan, callsbl fiom Sep 20240 7044 704
USH1.100m Fessd rote parpatunl subsndnated loan, callsbi freen Jun 3024° 8,617 BE1T
At 31 Dec 44,615 4l B16
T Inderess rang fived &t G.090%,
2 lrrevest rate fived &t &5 T0%.
F Irterést rate fived ot &.170%,
4 lrrevast rave fixed ar S9T0%.
& Irtevest rote Nved ot E030%
& lrrerast rate fived ar E000%.

The additional tier 1 capital instruments are parpatual suberdinatad loans on which coupen payments may be cancellad at the sola
dizcration of the Bank. The subordinated koans will ba written down at tha point of nen-viability on the ccecurranca of a trigger event as
defined in the Banking (Capial) Rulss, They rank higher than ordinary shares in the avant of a wind-up,
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Notes on the Conzolidated Financial Statements

26 Maturity analysis of assets and liabilities

Tha followmg table pravides an analysiz of consolidated total assets and hiabalties by ressdual contractual maturily at the balance sheet
date. Thaca balances are included in the maturity analysiz az follows:

* Trading aszets and labilites (including trading derivatives but excluding reverse repos, repos and debt securdies in issue) are included
in the '‘Due not more than 1 month® tima bucket, because trading balances are typically held for chort periads of time.

* Financial azzets and liabilitees with no contractual maturity (such as equity securitias) ara included in the ‘Due over 5 yvears' time
buckat. Undated or perpatual instruments are classified based on the contractiual notice paried which the counterparty of the
instrumant iz antitled to grve. Whare there 1= no contractual notice penod, undated or perpetual contracts are included in the 'Due over
5 years' time buckat.

+ Mon-financial azzetz and liabilities with no contractusl maturity are included in the "Due ever 5 years’ time bucket.

* Liabilities undar inzurance contracts are included in the 'Dus over S years' time bucket. Liabilties under investmeant contracts
ara clazzified in accordanca with their contractual maturity. Undated invesiment contracts are included in the ‘Due over 5 yearzs' time
bucket, however, such contracts are subject to surrender and transfer eptions by the pelicyhaldaers,

Maturity analysic of aszets and liabilitiaz

Dwo over Duesover Dusever Dueover Dueover Due over
Imonth 3 menths  Emonths 9 months 1 year but 2 years but
Dum nat but mot bt mot bart nat but mat ot mone nat mare
more then  more then  more than  mone than  mone than than 2 than 5 Dues ower
1menth  Imonths 6 menths  § months 1 yoar WERIG FOArS & years Total

HH S HE$m HK$m HEgm Hi%m HKgm HE§m HKgm HKEm

Financial asaets

Cagh and balendas st cantel banks 37000 —_ — — - = = = 347,000
tamE i tha cowss of collschon fram othar

benica 21,943 - - - - - - - 21,943
Hong Kong Govemmant cartficates of

mndabtednoss 313404 - - - - - - - 313,404

Tieding sssats B84141 4,561 478 41 — BO5 — — S00.414
Dar vathgs A2, 682 23 16 13 206 101 74 - 422 845

Fangal aasste dea:gnated and OlRasnde
mandataniy messured at fair valus through

praf ar loes 7.8 1240 1,334 1214 1.033 4,648 11,967 150,208 174,960
_Ravarss Mpuchess sireamants - non-trading 372,199 113,000 19,150 2,869 1,000 4,143 7,983 = 520,334
Loans snd schmnoas to banis 239,007 1,318 22 567 19,578 16,278 BTa2 15,188 1,050 403 864
Loons end pdvances Lo cuglomere 541,990 33288 277,385 180152 194,612 411.3%0 693,898 991,008 3,668,681
Favanssl Rwitmarits 248,651 488,125 251,562 T5A27 127,73 218219 F3.883 434,725 2175432
Amaunts dug from Sroug companas 72,058 3,74 A 2 - 3814 2,026 - 83203
Acanuad imda and ol Hinsncal bessts 140.788 30,145 16,2089 2.754 1.748 797 a3 4,490 197,362
Financial assets at 31 Rac 2020 3,423,078 1,035445 589603 22138 307,433 652,680 182,728 1,501,477 B.934571
Nonfinsnond aepsts = = = = = = — ‘”‘-W_,_ - ,“,1m
Totsl sszets at 31 Dec 2020 3,423,078 1,035445 589,603 282,138 307,433 652,669 1,062,728 2,063,309 9,416,403
Financial linbilities

Henp Kong surtensy notes n arculion 313,404 - - - - - - = N340
Buma i tha couwgs of trrnemssion (o othar

beamicn 29 899 - - - - - - - 28,899
Aapurchess sgresmants = nonetiesdng 1060, 082 4816 - 1187 5,223 - 8,024 7,845 138157
_Daposits by bnrics 237,905 3157 2,78 EXF] 6 1,087 - = 233828
Custormar negaunis 5,306,286 332654 9,267 39727 27186 18,676 7376 4 5911306
Trsdimg babiltias #0812 - - - - - - - 60,812
Dhir enitiedl A21.829 1,566 1,207 176 A0d 1,281 1.438 2 A28.211
Fnancsl lisbdtaes damgnated st fairveiss 0,325 20, 300 11,481 7.517 TATE B, 930 17024 46,280 187013
Dabt scuritss in @i 5,058 11,234 12,556 12611 3.991 16,025 14,374 2,572 79,4149
emaunts dug to Group companis 70046 20,138 766 13 3 24397 55880 116,708 296374
Acsnunls and ot fnancal b i 128.880 37418 20,038 3,328 4,585 4516 5,357 3,799 207859
Subordneted inbigies’ - - - - - - - a,065 4,065
Total financial liabilites at 31 Dec 2020 6,817,304 439,480 138,117 9,198 48,553 74,912 1049, 451 181,562 7.878.977
Mon-firemond ebddswen o — - - - — —_ — G25,895 625805
Tetal linbilities at 31 Dae 2020 6,817,304 439480 138,117 £9,198 48,953 74,912 109,451  B07.457 8.504.872
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Maturity analysic of assats and liabilitiss (continuad)

O owar 1 Dudowerd  Dua ovar 8
monm bul monthe But  monts but Diegovar S Dus owr 1 Diia dar 3
Doy o3l ol e Fiot mdnd ot midre  midnheE Bel  yede Bt iiat i bl

mina than | than 2 than & thang Nl Mcka  imcda than 2 notmora  Due owar 5

rricnth e onTE manlte  than 1 yer yibi (R B ysan yaare Teaal

HEm HEgm Hm HEEm Higm HEgm HESm HEgm HCEm
Funtnen | spsata
Ceah and batsnces ot canta! banks 20048 — - - - - — — Z0E, TAE
Il W Goiirin of Salkiton fiom ol
barks 21,140 - = - = = = - 31,140
Hang Kong Gowsrrmant cermifostes of
ndebladness AR A4A - - - - - - - 20, 244
Tmding sasets G18.066 2358 12418 — - A - — Ll
Daromiams 270604 116 i i) #1 porl 200 - 200,547
Fanssmza] ackpite demgratad and o mwies
meandntoly massured ot Ter vadug theough
profd of ok BBED HE 1,530 i) G o, 5065 Tozra L] 184,611
Revatea mpurchass apresmants - non-imdng 280,716 AL o e ] Eats 1.0 .24 28T — LrFRcck]
Lans and advances 10 backs 180067 LR A3,403 18,174 16602 S001E i0.0ar 3. 7R 2 i, 206
Losng end scvences o cusiomarns B4 200 e 286,040 144180 141 455 404,11 TG, A2 SR0 A8 8,720,875
Frsgncm| sivaatrmants 201 558 A0E, TS 165,056 AR iy 187506 10558 &7 .F48 1.8
Amcunts duee from Croup compenian 700 A 043 1,598 72 - - 351 180 BB
Agiued necema and ot linancal aiata 108, E7 GOL04E 16,431 ekt ] 1547 1466 &7 4074 165,487
Frmncs| apests ot 31 Deg 3008 2,503 402 B3 I60 G Z85 FAE1 12 281,026 40506 034647 EF2 44 B0 FRd
Non-dnancinl sesats — — - - — - - 458 450 4, £30
Tetel spestn 6t 31 Duc 2015 E500.402  SA0J58  GAGJRE  PAG1N2 IG5 G47.806 1104847 1LO7HETE  BSE1TI4
Financs| lab ilitas
Horng Kofg curancy netss o ¢irullion 256544 — — - - - - - 250,044
It i theg Coiiran of trenamamon to other
banks 26516 - — - - - — - 25678
Repurchnes agresmaents - non-radng S0.565 33 @nsa 1565 aar - 1874 10,206
Drancsita by bariks 168344 474 1 ESE a0 51 6l 28 — 1ra.E18
Guatomer acoounis 45T 08 AL 150,450 45481 42413 18268 10,700 =  Ganasns
Tendng labibtes H7.502 - — - — - — - FAE42
Darmtvas 250,508 113 18 41 73 339 BE2 e 282,20
Frnnaa lab litss Swpnated ot fan vakes 6524 P 12473 &R A FG54 18,553 B T03 &3 500 160,397
Dbt sacurian in msuE 8113 31,768 18816 BE4 157 17,008 17640 3688 108,233
Amourts dus 19 Srovp companis BA.104 Gadtd 4B ar 116 % 108 110808 311,074
Acciusle and athar feancial labliss 114874 FEEH TR 130 BATI 4 BdE 3,704 453G 4 ETE 155,123
Subgrdnated labiities’ - - - - - - - 4065 4,086
Feancs| labilitas ot 31 Dec 2019 B, BEE 810 BB 2T 24 481 [ BA19 BHE1E 126 B85 174 B 7200408
Non-dnangial bakilbas - - - - - - - B 036 563,026
Tl | mbilibssg mt 31 D 2018 B EEE 80 EOE2Ta FITETS L] B.418 BEG1E 1 2EERE JeERic 782433

1 The maturity for subarchpated habuites ic Bazed an rhe aariest dare of whieh the groun i réduired 1o pay, & the calable dats.
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Notes on the Conzolidated Financial Statements

27 Analyziz of cash flows payable under financial liabilitiezs by remaining contractual maturities

Dua ower 1
month but net  Dus betwesn
Due notmore  more than 3 Fand  Due betaneen Due atver
tham 1 month manths 12 monthe 1 and § years & yours Total
HE g HEL§im HHgmi HE$m HH §m Higm
At 31 Dec 2020
Mong Korg ourrincy mobse i Seculshon 313404 — —_ - —_ 313,404
Bamas 0 the cowse of trersmn seion to othss banks 2%,699 - - - - 2% 699
Fapuchoss agreaments - nan-tmdng 105,080 a4.818 6,603 B.O76 78485 1EE.4T
Dipoaits by barics 238,183 3,283 &, 630 1.238 - 249,284
Custormnar pesournts 5.397.993 333,682 158,267 28,007 16 5917.965
Trading Sebilbas a0.812 - - - — 60,812
Durvatnes 421,811 1,462 1,561 2,840 N2 427,988
Finanosl lisbitian demgnsted st fsirvelue 40,602 208,077 26,457 25,549 &, 188,058
Dbt gyt syl iy dela 5121 11,245 31,845 31,689 2,688 52,395
Amaunts dua bo Group companas TEOG63 21,920 5,873 ar.ax1 122,565 325, 446
e financsl babilhas '!\EM 36,548 21,9“ o8 3,792 203,390
Sybhordmatad isbigine — 18 a7y 249 5225 5,537
5818352 442331 362,990 204,887 186,856 7,917,335
Loan and athar cradil-ralated sommdrmants 2,815,447 - - 136 — 2,815,583
Finanonl pusrantess 35,833 - - - - 34,923
9.673,762 442,331 262,980 205,023 188,856  10.772.952
Proportson af cash flows peyeble i pearecd B e ) ] )
“Be3 Daczma
Honp Kong currncy foles = ortulsbon FABALA = = = = 236,544
Fame n the cowsa of trensm ssion to othar banks 2EETE = = 2EETE
Aapurchbia 80 Mo ants - Aon-tadng DL 2131 L — B0 10E.T3
Daponits by baris 1657 44 B474 1,060 B4 - 180,262
Custormar nseounts A,ELI06 457294 F63.081 41564 = 6445246
Tieding habnlthae BIER = - g = BFA5
Dar vatras HO0E 113 F Hih 1l 31,167
Frsngal abitias desgnated ot fe volse IREIE 24,450 22.58F J2AT3 44,168 ELTrS
Dbt macur s in s 548 21,788 oLl et Je214 k1 ) 110,831
Areaints Gb b rea SOMDBNEE 98361 &ana b.oad 100805 126597 SERE
Cithar financml kabilhae 109462 JE s L AL B3 4,758 1HE.EET
Suinardrated habitias 28 — BE aey ] 51
5.878,718 G062 T8 aITAT2 219168 1835 7 26705
Lann ond atfer cepdit-ralntid oom maments 2.M80.458 == = = = 2,160,332
Francal guarantess 42150 - - - - A5 155
B.E18250 EG.2 78 Frr AT F 11,166 152,670 10.06T, 43 7
Proparteary af aash Mowe pavablé i pafesd BEYS 5% At Fa 2%

The balances in the above tables incanporate all cash flows relating 1o principal and future coupon payments on an undiscounted basis
[axeapt for trading liabilities and trading dervatives). Trading liabilities and trading derivatives have bean included in the 'On demand’
time bucket as thay are typically held for short periods of time. The undicounted cash flows payable under hedging darivatiee liabilities
are clazeified aceording te their contractual maturity. [nvestrmant contract liabilities hava baen included in financial liabilities designatad
at fair valus, whanaby tha policyholdars have the options to surrendar or transfar a1 any tirma, and sre reponed in the 'Due after 5 years’
time bucket, A maturity analysis prepared on the basis of the sarliest possible contractual repaymaent date (assuming that all surrender
and trancfar options are axarcicad) would result in all investmant contracts baing pracentad ac falling dua within ene yaar or lazs. The
undizcounted cash flows potentially payabla under loan commitments and financial guarantesa contracts are clazsified on the basic of the
sarlisst date they can be called, Cash flows payable in respact of customar accounts are primarily contractually repayable on demand or

at shon notica.
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28 Contingent liabilities, contractual commitments and guarantees

2030 2083
HK$m E<

Guarares snd conbingant kabilibas
- feiarcml ;;;..ul;u.n:auu' 30,523 &E'*QE'
= perfarmancs and gther gunrantess” 286,139 2EEATE
- gthaf aonilmge™ habilhag 3,644 2295
At 31 Dec 329, To6 318,770

Commarn et

~ dacumentary cradits and Ehort-tam trace- s RTed bansactions 29,581 22,855
= forward ssast purchesss and forward forward deposts pisced E— . 30266
= wndrewn formal stendoy facidfne, cradit lnes and othar commitrments to fand 2,747 756 257 G
At 31 Dac 2,815,583 Py AR

I Financial guararteas are Contracts that require the izsuer fo make speciied payments fo reimburse the holder for 8 losz incurred because 3
specfied debtor fails o rake payrnent when due in decardancd with the onginal of modiied terms of & debe instrumeént

2 Perfarmance and other guaranteas include re-insurance larrers of credit ralared ro particwiar rranzactions, rade-relared laters of credl mswed
withou? provision for the issuing entity 1o retain ithe 1o the underying shipment, performance bonds, bid bonds, tamdby lefters of cred® and other
TFARSIETION-FRlaTad QUAFANTaas,

3 Includes HKET,. 725 883m of commitments at 2T December J020 (2018 HKST, 830 005m) o which the impainment requiraments in HKFARS 8 are
applied wiere the groun has Becorne pary 10 &n irevecalble commiTment.

The above table discloses the nominal principal amounts of commitments (excluding capital commitments), guarantess and cther
contingant liabilities, which rapresant the amaounts at rick should centracts be fully drawn upen and cliants dafault. The amount of tha
commitmants shown above reflects, whera relavant, the expected level of take-up of pre-approved facilities. Az a significant proporicn of
guarantess and commaments are expected 1o expire without being drawn upen, the total of the nominal principal amounts &= not
raprecantative of future liquidity requiremeants.

It alzo reflacts the group’s maximum axposure undar & large number of individual guarantes undertakings. Tha ricks and expozures from
guarantess are capiured and managed in accordance with HSEC s overall cradit risk management policies and proceduras. Guarantees
are subject 10 an annual cradit review process,

Other contingant liabilties a1 31 December 2020 included provisions made in ralation to legal and regulatory matters as set out in

Mota 37.

29 Other commitments

Capital commitments

At 31 Decembar 2020, capital commitmentis, mainly related 1o the commitment for purchase of premses, were HE3E.531m
{2019 HK$7,413m )

30 Offsatting of financial assets and financial liabilities

Financial assets ana financial liabilities are offsat and the net amount iz reportad in tha balance sheat when thera iz a lagally enforceable
nght to offzet the recognized amounts and thara iz an intention 1o settla on a net bazis, or realize the acset and settle the liability
girnultaneaushy (‘the affzat crteria’).

The ‘Amounts nat st off in the balance sheat” include transactions whana!

# the coumerparty haz an oflaatting exposura with the group and & matler netling of similar arrangemant i in place with a right 15 set
off only in the event of default, inzolvency or bankruptcy, or the offsat criteria are otherwize not satisfied; and

* in the case of derivatives and reverse repurchasefrepurchace, stock borrowinglending and similar agreemaents, cash and non-cash
collateral haz bean received/pladged.

For risk managemant purpocas, the net amounts of lcans and advances to customears are subject to limits, which are monitored and the
ralevant customer agreaments are subject to review and updated, as necactary, to ensura that the legal right to zet off ramains

appropriata.
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Notes on the Conzolidated Financial Statements

Offzatting of financial azsets and financeal liabilities

Amounts sulject to enforceable nefting arrangememns
Amounts not offset in the

Gnlancy sheot
Net Asmsounts nat
AmaEnts subject 1o

raparied in enforcoable  Balance

Gross i anis  the | Mon-cash Cumsh et netiing sheet

amoLnts affzer sheet  instruments  collatersl  colleternl  ameunt  arrengements’ eotal

HE§m HESm HES$m HE$m HK$m HESm HE$m HEC$m HHEgm

At 31 Dae 2020
Financial sssots’
Dhar vatisn S83241  (200.658) 382 565 {290,517 (11,008 (@5.001) 16,058 40,360 422045
Aavenes rMpoe, stock barrownng and mmilar

agraamants classfind an 532874 {18,276} 513,688 = ($13,47TH {166} 56 1,715 575413
= 46,922 1;:| 45,522 =| es882) ;| 30 4580 51,802
ABE052 {192 466,776 — | {466, 56% i1 26 57035 523,811

1116215  (219.932) 898283 (390,517] (S24.46% (@5.157 36114 102,075 998,358

Financial linbilities"
Dar wnbidit 584.214  (200.656) 383,558 {290,517) (15977 (47.483) 29,581 44,853 428,211
Aspos, stock lending and similar agesments
clagaifiad s 146,788 {19,276} 127 452 = {127.281) {21} 180 51,205 178,697
= tradng lebikbes 1,805 ;:J 1,605 - {1,555 —_ 10 - 1,605
- non-trading Listkies | 145383 (182 125,887 = | {125,686 21} 180 51,205 177,092
730,982 (219.933) 511,050 {290,517) (143,258 (@7.504) 28771 B5.658 606 908
A3l Dec 2019
Finance| nessts®
Llarivaiives Sty NEaBiEl  Jot.ed (e1a.808) @660 (EOVN) VARYD 23041 G00.552
Ravarss mpos, sogk bareownng and s=milad

araamants clasilied & 470307 [17.657] A Ba0 — HE1 BEE) 11261 Ed4F 20787 ATIO0ET
- adngasests | zmama| mof _i'i-'.'ﬁ'ifﬁ[ B T I ZT 9[ -] e
—_Non-teacing aesats .“Pl—ﬁ?ﬁ_..'.".?.-!5.?.?!|._.‘§'_-!i'.3.‘-.. — i sl Bd0) 20067 444,508
Hhd 450 16D, E3E) 063 540 [16,186] 15365 45,788 MR B85

Franesal hatsitisn’

Dervatves OE0EE  [1aR.872 283,180 213,488  (15.444] [14208]  220W 20081 200231

Rapow, stock lendmg ead aimiksr sgrsments

clnsaiad ns 14EEIE (17887 120,564 - fla00e @7 B35 M 17a.081

i -.-msrlup Teibts 1_.:=|JEI' (Enl| 1,588 = 11,825 - ) - 1,658

- non-trading habiltian VaEedE| (17677 120,071 - | 2.6 @7l 458 430z | 172083
4L 5T 110, 833] 94,138 (213 455] 1143, 843 [14.276] 22 555 120Ta 56,212

T These exposires continue fo be secured by financial coliateral, but the group may not have sought or bean able ro obvain & legal opirtion
evidencing enforceabiity of the offsetting right.

2 Amourts presented in the balance sheer included Balances cue from Group companies of HKETE 02Fm (2019 HKEES, 124m).

F Amounis preserted in the balance sheet included Balances cue 1o Grouo companies of HKST28 230m (20758 HKST133.693ml

31 Segmental analysis

The Executive Committes ['EXCO') is conzidered the Chiaf Operating Decision Maker ('CODM') for the purpose of identifying the group’s
raporable cagmanis. Global buginase results are acseccad by the CODM on the baziz of parformance meazurad in accordance with
HKFRSe, Although tha CODM reviews information on a number of bazes, businase parformance iz ascecsad and capital recourcas ara
allecated by global business, and the sagmental analysis is presented on that basis. The global businesses are therefors considersd aur
raportable cagmeants undar HEFRS 8 'Operating Sagmants”,

Qur gparations are clozely integrated and, accordingly, the prezentation of data includes internal allocations of certain items of income
and expances. These allecations include the costs of centain suppon services and global functions to the axtent that they can be
meaningfully attributad to oparational business linas and gecgraphical regions, Whila such allocations have baen made on a systematic
and consistent basis, they neceszarily involve a degree of subjectivity. Costs which are not allocated 10 global businesses are included in
the ‘Corporate Cantre’.

Vihare ralavant, income and axpanze amounts presantad include tha rezultz of inter-scagmeant funding along with intar-company and
inter-business ling transactions, All such tranzactions are undartaken on arm's length 18 rms. The intra-group alimination tems for the
global businesses are presented in the Corporate Centre.

Change in reportable segments
Effactiva from 2020. we made the following realignmaents within cur internal reporting to the CODM:

* Wea simplified our maitrix orga nisational structure by combining Global Private Banking and Retail Banking and Waalh Managamant to
form Waealth and Parsonal Banking.

* Wea reallocated our reporting of Balance Sheet Managament from Corporata Centra to the global businaszas.
Comparative data have bean re-prezented accordingly.
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Qur global businesses

The group previdez a comprahansive range of banking and related financial zarvicas to cur customers in our threa glebal buzinezzesz. The
products and zarvices offared to customers are organized by theca global busineczes.

= Waalth and Parcenal Banking ("WPB'} provides a full range of retail banking and wealth products te our customars from parconal
banking to ulira high net werth indniduals. Typically, custemer offerings include retail banking products, such as current and savings
sccounts, mortgages snd personal loans, credn cards, debit cards and local and imermational payment services. We also provide
waalth management services, including insurance and investment products, global aszet management services, investmant
managemant and Private Wealth Solutions for customers with more sophizticated and intarnational requinsments,

* Commercial Banking ('CME") offers a broad range of products and services to serve the needs of our commercial customers, including
small and medium-sized enterprises, mid-market enterprises and corporates. These include credit and lending, international trade and
recaivablas finance, treasury managemant and liquidity selutions (payments and cash management and commearcial cards),
commarcial insuranca and investmants. CMB aleo offars ite customers accass 1o products and sarvicas affarad by athar global
businazses, such az Global Banking and Markate, which include foraign axchanga products, raising capital on dabt and equity markats
and advisory services

* Global Banking and Markets {'GEM’) provides tailored financial solutions to major governmant, corporate and institutional clients and
private investors worldwide. The client-focused business lines deliver a full range of banking capabilities including financing, advisory
and trancaction sarvicas, 8 markats business that provides sarvices in credit, rates, foreign axchange, equities, monay markets and
securtins services, and principal investmaent activites,

Parfarmanca by global butinass is pracantad in the ‘Financial Review' an page 10 az spacified az "Auditad’.

Infarmatian by gecgraphical region

Rast of Ivirs: ssgment
Haong Kang Azin-Pacific slimination Tatal
HK$m HH§m HE$m HE§m
For the year snded 31 Dec 2020
Teds! oparating noome 190,128 76,955 1656 267,249
Profit bafora bax 57,937 32,259 - 20,196
At 3 Dec 2020
Toted empaty 6,535,693 3,487,821 {708,111) 9,416,403
Tonal lnbilitas i - 6,141,296 3,071,687 {708,111} B504.672
Cradt comimitments snd comtingant kebdies joont mat smounts| 1.727 502 1,417,747 - 3,145.289
Far tha wesr anded 31 Deo 20153
Total oparatiog neon 218,525 81,099 e 99557
“Profs bafars tax B8,557 47478 - 195,453
AL 51 Dec 2048
TiAs! midatn 231 485 3166835 [#16,707) BLESY. 74
Totsd lmbilitns B 738 304 Ok 16,107 7,792 450
Croadit oommitmentsand contingant babdtes joont mat emounts| 4706 208 1,085, 7od - A.088. 102
Infarmation by countryftarritany
Ravenua' Mon-cusment aeeate?
Fr sha yadf andad 31 D i 37 D
2020 2020 208
HHE$m HH$m Hagen
Horg Yeng 120,872 126,286 15506
Menimnd Chira 16,874 178,482 168,215
Autrahe 6,665 2,229 PR
Indim 10,296 2241 2008
Imdenamin 3,645 .00 3. o502
Menysa 5415 g.107 1,932 1820
Lingapore 9,924 10,70 3,040 2B
Tawmn 2932 3,054 2,687 P
Ciharr 12,810 13,448 627 2.4
Total 189,338 213,581 322,205 30414

1 Revenue (defined a5 ‘Net operating incorne before change i expected credit losses and ather impairmaent charges | iz atnbutable to countnes
based on the location of the princioal operations of the branch, subsichary, SSI0CHTE oF JOInT vanturs,
2 MNon-current assats consis of property, plant and equipment, goodwil other intangible asoets, interests in astociates and joint venruras and

cartain arher assers
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Notes on the Conzolidated Financial Statements

32 Related party transactions

The group's related parties inclede the parent, fellow subsidanes, associates, joint ventures, post-amploymaent benefit plans for the
group's amployees, Key Managamant Perconnal {KMP) sz dafinad by HKAS 24, cloza family meamberz of KMP and antitias that ara
controlled or jointly controlled by KMP or their cloze family membars.

Particulars of transactions with ralated parties ara set out below,

{a) Inter-company

The group is wholly swned by HSBC Asia Holdings Limited, which in turn is 3 wholly-owned subsidiary of HSBC Heoldings ple
{ineorparated in England).

Far the year ended 31 Decembar 2020, the group recognized a management charge of HK$14,846m (2015 HKE15,718m) for the services
provided by HSBC Global Servicas (Hong Kong) Limited (the "SarvCo’), which iz a fallew subsidiary of the Group set up in Hong Keng as
part of racovary and resolution planning to provida functional support services to the group. These costs are reported undar “Genaral and
adminiztrative expansas’, mainly in relation to the remunaration and other costs associated with amployeas and accets tranzfarrad to
Servio.

Thea group entered into transactions with its fellow subsidiaries in the normal course of buginess, including the acceptance and placemant
of interbank deposits, correspondaent banking transactions and off-balance sheet transactions. The activitias weare on substantilly the
came tarme, including interast rates and security, as for comparable transactions with third-party countarpariaz,

The group shared the costs of canain IT projects with ite fallow cubsidianes and also uzed cenain proceszing sarvices of fallow
eubeidiarias. Tha Bank alze actad az agent for the detribution of retail investmant funds for fallew subzidiaries and paid profescional faas
for services provided by fellow subsidmres. These transactions and services are priced on an arm's langth basis.

The aggregate amount of income and expenzes arising from these transactions during the year and the balances of amounts due to and
from tha ralavant parties at the yaar end wara ae follews:

2020 218
Imumedinte  Unimate holding Fellow mmadate  Ustimate hoiding Failow
halding company company subsidierles  hoidng compaty CEFTETY T
HK$m HHm HK$m HEgen Hggm Higm
Incamne and sxpenzes for the year
“berest mooma 3 - 339 AB0 E3 B 1850
Iritgnas? sapanes 6,489 = EL] ] 3,967 FE-T
Pt mpmia - - 2,744 = = 2.°85
R _ - 1,272 - = 1236
But weeoema from fimsneaal et iemegnts ha b Tor
trading of marvaged o s fr valus ek = 2 18 — i 162
Dithar opsrstng incoma = 787 816 - 78 FTE]
Ohad ODAIATNG ANDGrEEE - 5.270 I3en — 2846 2N.657
At 31 Dec
Aasets - 2,707 157,916 - Bid 161094
- tradng aseats’ - 14 153 - &7 1583
= darwnine nasots - 2,488 74933 = (i) [ 2
- othar sasate - 205 82,825 - 123 =
Liabilities 188211 3,878 182,145 188,620 1230 187,550
- tradng [ —_ 11 572 - -~ | 3_22_
= fintncial lsbilites desigrated at fair value®™ 131,370 - a 126257 - -]
- darnmingg labiltsg - — a8y 714 - - B2 813
= gthar shilhas® 1448 3,593 a3,ma1 tda2 1521 118,800
— mulordnated habiltae 65,393 2 = 61551 | G4 e
[—— = = 10,007 - —- 5478
G drmants = = 2,189 = = L]

T In 2020 payments of HKS137m (2018 HKS428m) were made for sofwarne coms which were caplalized as intangible assers in the balance sheet
of the groug,

2 These balances are presented under "Amounts due fromte Group comparses” it the consoidared balznce sheat.

3 The balance & 31 December 2020 included subordingted babilties of HKS 131, 370m to rmeet Toral Lass Absorbing Capacity { TLAC] requirements
(2013 HKS126 237m). The carrying armourt of financial kabilites designatad ar fair value was HKE 12, 518m highear rhan rhe conractual amount a1
maturdy (F079: HKET 482mf. The cumulative loss in fair valve sunbutable to changes in credit risk was HKSZ 490m (2018 HKS2 313m). The
balances are argaly under Lavel 2,

4 The balance & 31 December 2020 included subordinated habilites of HKSES, 383m to meert TLAC requiremernts (2018 HKSE1 96Tm).

& The fair velue ferarchy of sxsets and labiities at amortized cost are under level 2 and the fair value has no marerial difference with carrying value,
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{b) Share option and share award schemes

The group participates in various chare opticn and share plans cperated by HSBC wheraby chare optionz ar chares of HSBC are grantad
to ampleyeas of the group. The group recognicas an axpansa in raspect of theze chare options and chare awards. The cost borne by the
ultimate holding company in respect of share options i treated as a capital contribution and is recorded within “Other reserves’, In
raspact of share awards, tha group recognizes a liability to the ultimate holding company over the vesting paricd. This liability iz
measured at the fair value of the shares at sach reporting date, with changes since the award dates adjusted through the capital
eontribution account within ‘Other resarves’. Thae balances of the capital contribution and the liability at 31 Decamber 2020 amounted to
HE$2,609m and HK$1,124m respectively (20159 HK$32,296m and HKS1.417m respectively).

{e} Post-employment benefit plans

At 31 Decomber 2020, HKF9.3bn (2019: HKE9.1bn} of the group’s pest-employment plan assets were undar managemant by group
companies, aarming managamant feas of HK$S8m in 2020 {2019: HK$22m). At 21 Dacambar 2020, the group's post-amployment banefit
planzs had placed deposits of HK3641m (2019 HK$581m) with s banking subsidiaries, earning interest payable to the schemes of
HE$O.2m (2015 HK32.6m). The above outstanding balances aross from the ordinary course of business and on substantially the same
tarmz, including interest rates and security, az comparable transactions with third-party countarpartias,

{d) Associates and joint ventures

The group provides certam banking and financial services 1o associates and joint ventures, including loans, overdrafts, interest and non-
interest bearing depeosits and current accounts. Detailz of interests in accociates and joint vanlures are zat out in Mota 14.

The diclozure of tha year-and balanca and the highest amounis cutstanding during the yaar iz concidarad to ba tha mozt meaningful
information to represent the amount of transactions and cutstanding bakances during the year.

Tranzactions and balances during the year with aczsoeistas and joint vantures

2020 e
Highez1 balance Balancs st Highagt balnge Eplancsy
during the year 31 Decemnber dusing tha year 37 Decarber
HMHESm HE$m HESm HESm
Armcunits dus fiom ssscciale g — uasbaidmatod 33,577 22.81 24 B 18001
Amcunits diss to nesocete 42,377 17,263 19,502 4015
Commimants 1 1 | 1

The above autetanding balances aroce in the crdinary coursa of buzsinezs and on cubstantially the came tarme, including intarest rataz
and security, ac comparabla transactions with third-party countarparties.

{e) Key Management Personnal

Key Managemant Personnel are defined as those persons having authosity and responsibility for planning, directing and controlling the
activitiet of the Bank and the group. It includes members of the Board of Directors and Executive Committes of the Bank and the Bcard
of Directors and Group Managing Diractors of HSBC Heldings ple.

Cempantation of Kay Management Parsennal

2020 2013
HHK4m Htger
Salarid and othar SNOM-14m Beoatis R .
|.’¢H. un'.\-t'lc':.'rn.unlbunafﬂ'.s . 9 Er
Tamration bsnalee a4 1
Shang-Daied paymanis 103 104
Total 431 450
Tranzactions, arrangamanis and agreaments invohdang Kay Managament Parconnel
2020 2013
HK$m e
During the year
_Highast svemgs anssta’ 100834 48,5484
Highest svarags |mbiites! 71,486 £7.211
Gontributon to group’s prodit bedon tex 1,733 1,744
At thi yvaear end
Aumrariagst 12,452 8,062
Comm Amans® 16,701 B 2155

1 The disclozure of the fughasr avarage balance curing the vear (£ contiderad the mosT maamninglul infarrarion 1o reprasent Iansacoons during the
yoar
2 Comparstives have bean re-prasented 1o Incorporate certan balances préviously net included,

Transactions, arrangements and agreemenis are entered into by the group with companies that may be controlled by Key Management
Parzonnal of tha greup and their immediata relatives. Thase transactions am primarnly keans and depositz, and wara antarad into in tha

ordinary course of business and on substantially the same terme, including interast rates and security, a5 comparable transactions with
persons or companies of a simiar standing or, where applicable, with cther employees, The transactions did net involve more than the

nermal rigk of rapayment or prezant other unfavourable features.
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Notes on the Conzolidated Financial Statements

Change in expactad credit lozses recognised for the year, and sxpectad credit loss allowances against balances cutstanding at the and of
tha year, in rezpect of Key Management Parsonnal ware ingignificant (20719 insignificant).

On 8 Octebar 2019, the group actad as Joint Global Co-ordinator and Undenwriter on aggregated EUR4.25bn and GEPE00m Senior Note
issuancas for CK Hutchizon Group Telecom Finance S8 in 6 tranchas, with tanors of 4 10 15 years and coupon rates of 0.375% 1o
2.625%. CK Hutchizon Group Telecom Finance 5.A_ is 8 whally-=owned subsidiary of an associsted body corporate (CK Hutchizon
Heldings Limfed) of Mr Victor Li, a non-exscutive Director of the Bank.

(i Loans to directors

Diractors are dafined as the Directors of the Bank, its ultimate holding company, HSBC Heldings ple and imermadiate holding
companias. Loans 1o directors alzo includa loans to companias that are controllad by, and entities that are connected with thece
directors. Particulars of loans to directors disclosed pursuant to section 17 of the Companies [Dizclosure of Information about Benefits of
Diractors) Regulation are ac follows:

Agtreiale EHount SulElanbng &1 Maxenurt S50 eiTe FToun]
21 Da cuttandng dunng tha year
020 015 2020 4003
HEgm HEm HESm MG
By tha Bank' 2,690 4,101 4,291 4,500
By subaidsreen 4 53 a B_
2,694 4,107 4,300 4,506

T Comparatives have beer re-presemted fo exclude certain balances previously included.
Thase amounts include principal and interest, and the maximum liabilfty that may be incurred undar guarantess,

33 Fair values of financial instruments carried at fair value

Control framewark

Fair valuas ara subjact to & control framewaork dezigned to enzura that they are aithar detarmined, or validated, by a function indapendant
of the rigk 1aker,

Whera fair values are determined by reference to externally quoted prices or cbservable pricing inputs to modals, independent prce
determination or validation iz utilised. For inactive markets, the group sources alternative market information, with greater weight given
ta information that iz considerad 1o ba more relevant and reliabla. Examples of the factors considered are price cbzarvability, instrurment
ecmparability, consistancy of data sources, underlying data accuracy and timing of prices

Fair value of investment funds are sourced from the underlying fund managers which are based upon an assessment of the underlying
investess’ financial positions, results, risk profile and prospects,

For fair values determined using valustion models, the contrel framewerk mcludes developmant or validateon by independant suppon
funetionz of the model legie, inputs, modal outputs and adjustments. Valuation modelz are cubject to a procacs of due diligance bafora
bacoming operational and ara calibratad against extarnal market data on an ongoing basis.

Changes in fair value ara genarally subject 1o a profit and loes analysic procesz and ara dizaggregated inte high-leval catagories including
portfolio changes, market movements and ather fair value adjustments,

The majenty of financial instruments measured at fair value are in GEM and Insurance. The group's fair value governance structure
comprizes its Finance function and Valuation Commitiess. Finance iz responsible for establiching procedures governing valuation and
anzuring fair values are in compliance with accounting standardz. The fair valuaz are reviewesd by the group’s relavant Valuation
Committaas, which conzist of mdepandent suppart functions. Within GEM and Insurance, these Committess are cvarsean by the Group's
Valuation Committes Review Group and the Group Insurance Waluation and Impairment Commitiee respectively. These two Group
Committees considers all matarial subjective valuations.

Financial liabilities meazured at fair value

In cartsin cireumstances, the group records s own debt in Esue at fair value, based on quoted prices in an activa market for the specific
instrumant. Whan quoted market prices are unavailable, the own debt in issue iz valued using valuation tachniques, the inputs for which
are either baczad on quoted prices inan inactive market for the instrumant or are astimated by comparicon with quotad prices in an active
market for cimilar ingtruments. In bath cazes, the fair valua includes the affect of applying the cradit spread which iz appropriate to tha
group's lmbilities. The change mn far value of issued debt securities attnbutable to the group’s own credit spread is computad as follows:
far mach sacurity at each reporting date, an axtarnally varifiable price iz obtainad or a price ic derived uting eradit spreade for cimilar
cacuritias for the zame izsuer. Then, uzing discounted cazh flow, asch security iz valuad uzing a Libor-bazed discount curva, The
difference in the valuations is attributable to the group’s own credit spread. This methodology is applied consistently across all securties.

Structured notes sued and centain other hybnd instrumaents are included within ‘Financeal liabilities designated at fair value® and are
maeasured at fair value. The credit spread applaed to these instruments is derved from the spreads at which the group issuss structured
notes.

Gaing and loszes ansing frem changes in the credit spread of labilities iszued by the group reverse over tha contractual life of tha dabt,
providad that the debt iz not repaid at & premiurm or a diceount.
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Fair value hierarchy
Fair values of financial aszets and liabilities are determingd according 1o the followang hierarchy:

+ Level 1 - valuation technigua using quoted market price: financial instruments with quoted prices for identical instruments in active
markaets that the group can access at the measuramant data.

= Leval 2 = valuation techniqua using observabla inputs: financial instrumants with quotad pricas for similar instrumants in active
markets or quoted prices for identical or similar instruments in inactive markets and financial instrumaents valued using modals whera
all significant inputz are obsarvabla.

* Level 3 - valuation technique with significant unobzervable inputs: financial instrumaents valued uzing valuaticn techniquas where one
ar moera significant inputs are unobservable,

Financial instruments carriad at fair value and bases of valuation

Faslr Vislue Hierarchy
Third-party Intor-
Level 1 Level 2 Lewved 3 tortal company? Total
e Hi§m HESm HKSm HEgm HE S HK$m
At 31 Doc 2020
Aszets
Teadng napats’ 403,730 195,447 1,237 500,414 - 600,414
Dwmvmtnas 2,140 342,357 1028 345,525 77,420 422,945
Frwaiics] aesals desgrated and otherwiss mendatanky
manswed 8t fair value through profit or loss 57 580 31,838 48 554 178,580 - 176, 940
Frwmnc| mvastmants 1,315,686 ITEOTS 6,635 1,700,406 - 1,700,906
Lbaksil bt e
Tending labibaes’ 52,504 Ba08 = 60,812 = 60,812
Danvaises 2,018 334,934 3,530 340,487 a4t rxa 428,211
Frsanaa| lab hts dampnnted ot far vk’ - 146,529 20,484 167,013 - 167,013
Ag 21 Oae 2095
uats
Trading aasats’ AFE O 1861520 E5F G215 = [ FR L
Dsnvatane Py 210248 k] 216567 G4 265 £ 60,542
Fefiia| diebile dedndrdtid and Stheivwies misndalonkys
maamsed ot fair value through profit or loss B 963 A3 0ER a2 xat 163611 - 152811
Frssneos] rivaatrmants 1.OBEETE FE3004 G622 1. AGG.2E8 - 1B S
Lmbil it
Tenadnp It 76111 248 — 8532 i BT552
D nwatanis 2853 210,408 2432 224812 E7.418 25.2m
Frwnce! labibtes deeipnoted ot for valuy' = 126,720 2051 160291 = 160291
1 Amourts with HEBC Group entities ane not reffected hare.
2 Darnvantives balancas with HEBC Group antitias are largaly under Lavel 27,
Transfers between Level | and Level 2 fair values
RS sety Linbdlities
Designated
and otherwise
Frmndatarily
Finencinal Trading  messured st Trading Deslgneied st
Irvestrnents s Anir valus Derivatives linbilighes talr valus Dherivatines
HE$m HESm HE$m HE§en HESm HH§m HE§m
At 3 Dee 2020
Tearsilare froem Lawsl 1 1o Lavel 2 R 20,534 1.901 = 238 - =
Tenradura from Lavid 2 10 Lawal 1 37,387 26,796 1.860 5 191 - =
Ar 21 Dec 203
Tearutaes from Lawvel 1 1o Lawal 2 prrR gl B8 — — 131 — —
Tearstars from Level 2 1o Lawe! 1 18,872 165,083 2,055 = [7he 2] = =

Transfers between levels of the fair value hierarchy are desmed 1o eccur at the end of sach Group's quarterly reporting period. Transfers
into and out of lavels of the fair value hierarchy are primanly attributable to changes in ebsenvability of valuation inputs and price
trancparancy.

Movements in Level 3 financial instrurments

There were no materal transfers batween Level 3 and Level 1 or Lovel 2 as a result of change in cbservability of valuation inputs,
sattbament, nor matarial gains/lozs recognised in the income stetemeant'cther comprahansiva income during the year in ralation to
fiancial instruments carred at fair value in Level 3 (2019: immaterial). The increaze in Leval 3 assets was mainly due 1o the purchase of
private aquity fund and ather alternative investments of HE$16,715m (2019 HKS11,463m) to back palicyhelder liabilities to suppon
growwth in tha inzurance business.
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Notes on the Conzolidated Financial Statements

Fair value adjustments

Fair valua adjustrmeants are adopted whan the group determinas thare ara additional factors considered by market participants that are
not incorporatad within the valuation model. Mevements in the level of fair valua adjustmenis do not neceszarily re<ult in the recognition
of profits or losses within the income statemant, such as when medels are enhanced and therefore fair value adjustments may no longer
be raquirad.

Bid-offer

HEFRS 13 requires use of the prica within the bid-offer epread that is most represaentative of fair value. Valuatien models vall typically
generate mid-market values. The bid-offer adjustment reflects the axtent to which bid-offer costs would ba incurred if substantially all
residual net portfolic market rsks waere closed using available hadging instrumants or by disposing of. or unwinding the position.

Uneertainty

Certain modal mputs may be lezs readily detarminable from marke! data, andlor the choice of modal itzall may ba mors subjective. In
thaze circumstances, an adjustmant may ba neacessary to reflact thae likelihood that market participants would adopt more consandative
valusz for uncarain parameters andfor model azsumptionsz, than thoze usad in the group’s valuation modal,

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

The CWA iz an adjustment 1o the valuation of cver-the-counter ["OTC’} derivative contracts to reflact the possibility that the counterparty
may dafault and the group may not recaie the full market value of the transactions.

Tha DVA iz an adjustmant to the valuation of OTC darivative contracts to reflect the possibility that the group may default, and that tha
group may not pay the Tull market value of the tranzactions.

The group calculates a separate CVA and DVA for each legal entity, and for each countarpany to which the entaty has exposure. With the
axcaption of central clearing parties, all third-party countarpartias are included in the C\VA and DVA calculations. and these adjustmeniz
ara not netted across group entities.

The group calculates the CVA by applying the probability of defaul {'PD") of the counterparty, cenditienal on the non-default of the
group, to the group’s expactied positive exposure 1o the counterparty and multiplying the result by the lose axpacted in tha avant of
dafault. Conversaly, the group calculates the DVA by applying the PD of the group, conditional on the non-default of the counerpary, to
the axpected positive axposure of the counterparty 1o the group and multiplying the result by the loss expected in the event of default.
Bath calculations are parfermed owar the life of the potential axpecura.

Far most products the group uses a simulation methadology, which incorporates a range of potentisl axposures ever the life of the
portfolio, 1o caleulats the expectad positive expatura 1o & countarparty. The cimulation methedalegy incledas credit miigantis, cuch as
countarparty netting agreemaents and collateral agreements with the counterparty.

Tha methodologies do not, in general, account for "wrong-way risk” which arises when the underlying value of the darivative prior to any
CVA is positively correlated to the PD of the counterparty. Whan there is significant wrong-way nsk, a trade-specific approach s applied
ta raflect this rizk in tha valuation,

Funding fair value adjustment ['FFVA’)

Tha FFVA, iz calculated by applying future market funding spreads to the axpected future funding exposure of any uncollaterahsed
componant of the OTC darivative portfolio. The expected future funding axposure iz calculated by a simulation methodclogy, whare
available and is adjusted for events that may terminate the exposure, such as the default of the group or the counterparty, The FFVA and
DVA are calculated indapandently,

Model limitation

Medels used for portfolic valuation purposes may be based upon a simplifying et of assumptions that do not capture all matenal market
characteristics. |n these circumstances, model limitation adjustiments are adopied,

Inception profit {Day 1 profit or loss reserves)

Ineapticn profit adjustments are adopted whan tha fair velua estimatad by & valuation model iz baced on one or mara significant
unabsarvable inputs,

Effacts of changes in significant unobservable assumptions to reasonably poszsible alternatives

The key uncbservable inputs to Level 3 financal instruments include volatility and correlation for structured notes and deposits valued
using option medals, bid quotes for corpormate bonds valued using approaches that take into account market comparables, and multipla
itams for private equity and strategic investrmants, In the absance of an active market, the fair value of private equity and strategic
investments & estimated on the basis of an analysis of the investee’s financial position and results, nsk profile, prespects and other
factors. as wall as by refersnce to market valuations for similar entities quoted i an active market, or the price at which similar
companias have changed ownarship. The change in fair valuez due to changes in reazonably possible altarnative assumptions for thesa
unobzarvable inputs i nat significant

Favourable and unfavourabla changes are datarmined on the basiz of cenzitivity analyziz. The zancitivity analysic aims 10 measure a
range of fair values consistent with the application of a 55% confidence interval. Methodclogies take account of the nature of the
waluation tachnique amployed, the availability and reliability of ebsarvable proxies and historical data. When the available data is not
amanable to ctatistical analys, the quantification of uncertainty it judgemaental, but remaing guidad by the 55% confidance intarval. Tha
cansitivity of Leval 3 fair values to reasonably possible alternative assumptions is not significant,
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34 Fair values of financial instruments not carried at fair value

Fair values of financial inetrumantz not carriad at fair valus and baczas of valuation

Fair Value Hierarchy
Guated Observebie  wnoboerveble
Camying  masket price it ingputa
armasunt Leved 1 Lovel 2 el 3 Tatal
HE$m HH$m HE$m HKEm HE$m
At 31 Dae 2030
Assets
Ravarmpe mpuwchess agresmaents - non-tradimg 520,334 - 518285 2108 520,401
Liosns and advansss 1o banks 403,854 - F93953 10,374 404,327
Lomng snd scvenoss o cusiomars A E68 G - 81,885 3,588,411 3,850,318
Firsmnasa] Fivaatrmants — ot amnotsed copt 475,025 81,912 450,962 2,012 534,885
Liinkilities
Japurchase spreemiants - nentrading 135,157 &8 136,157 i 136,157
Cposita by banks 248,628 - 248,628 - 248,629
Customar ascounts 5,911,396 = 5,911,813 = 5911813
Dbt sacurdian in ssug 79419 — B0, 06 - BO06E
Subgrdnated hstbites’ 4,055 - 3,749 - 3,749
Ar 21 Deo 203
Asapste
Rovarss mpurchass sgresmients = non-tredmg L] - AT s [T 0y &2 BT
Lowng and achvancgs 1o banks 228, 206 — R0 5501 o)
Losns and acvances 0 customarns & 720,876 - EEATE o4 504, 716 9,714,181
Fuanicus | wivastrm-ants - 6% arna ead aos? 44, 300 17,108 SEIIEE 356 45585
|:-l|bll.i||"i:l
Rafuishaps praematis - fnon-radng V08, 588 - 106358 - 108358
Daposds by banks 1re.818 - 1 TREI2 = 175823
Cuatomar sscounta DATE A4 - 432800 - 832,800
Dbt pcurtins in ssus 108, 203 - 107548 - 107544
‘.v.bur .nnl:a-:l Imh ﬂ;nm 'ﬂ.l_.'ﬁﬁ_ = 9{# ”.gj_r:-_s_@ .s,&‘ﬂ

T Asar 3T Decermber 2028, fair value of subordinated fabiites was reported under ‘Level 2 - Obsencable inputs’ HKSZ 888w of the batance was
praveusly included undar Laval 3 - Signdeant unoboarnabis input’ Comparanvas Rave nol bean re-ovessnad,

The fair valuas above are stated at a specific dets and may be significantly different from the amounts which will actually be paid on the
maturity or cattlamant datas of the instrumants. In many cazes, it would not ba possible to realica immediataly the estimatad fair valuac
givan the size of the panfolios measured, Accordingly, these fair values do not reprazent the value of these financial instruments 1o the
group as a going concern.

Other financial instrumants not carried at fair valus are typically shan term in nature or re-priced 10 currant markel rates fraquantly,
Accordingly, thair carrying amount iz a reazonable approximation of fair value. They inclede cash and balances at ceantral banks, items in
the coursa of collection from and transmission to athar banks, Hong Kong Governmeant cantificates of indebtednecs and Hong Kong
cufransy notas in circulation, all of which are rassured at amorticed cost.

Valuation

Fair value is an estimate of the price that would be received to sell an asset or paid to transfer a lability in an orderly transaction betwaen
rmarkat participants at the meazurement data. |t does not reflact the econemic banefits and cosiz that the group expects to flow from an
instrumeant’s cash flow ovar its axpacted future life. Our valuation methodeologes and azsumplions in detarmining fair values for which no
abserable market prices are avadable may differ from thoce of other companies.

Repurchase and reverse repurchase agreements - non-trading
Fair valuas approximate carrying amounts as thess balances are generally short dated.
Loans and advances to banks and customers

To detarmina tha fair value of loans and advences 1o banks and customears, lcans are cagragated, as far as possibla, into portfolios of
similar charactaristics. Fair values are bazed on cbzervable market tranzactions, whan availabla. When they are unavailable, fair values
are astimated using valuation medals incorporating a rangs of input assumptions, Thesa assumplions may include: value estimatas from
third-party brokers reflacting overthe-countar trading activity; forward-loocking dizcounted cash flow modals, taking account of axpacted
customer prapayment rates, using assumptions that the group believes are consistent with those that would ba used by market
participants in valuing such loanz, naw buzinest rates astimates for cimilar loanz; and trading inputs from othar market paricipantz
including observed primary and secondary trades. From time to time, we may engage a third-party valuation specialist to measure the
fair value of a pool of loans,

The fair valus of loans reflects expected credit losses at the balance shest date and estimates of market participants’ expectations of
cradi loszes over the life of the loans, and tha fair value affact of repricing betwean origination and the balance cheat data. For eradit
impaired loans, fair value iz astimated by dizeounting the future cach flows ovaer the time periad thay are axpactad to ba recovarad,

The Hengkeng and Shanghal Banking Cerporation Limited Annual Repornt and Ascounts 2020 119

288/366



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Notes on the Conzolidated Financial Statements

Financial investments

The fair valuas of listed financial investmanic ara determined wsing bid market prices, The fair values of unlicted financial investmants ara
datarminad using valuation techniques that incorporata tha pricas and future earnings streams of aquivalant quoted securities.

Deposits by banks and customer accounts

Tha fair valuasz of on-demand daposiis are approximatad by their carrying valua, For depozits with longer-tarm rmaturities, fasr valuss ara
astimated wsing discounted cash flows, applying current rates offared for depasits of similar remaining maturities

Debt securities in issue and subordinated liabilities
Fair valuas are datarmined using quoted market pricas at the balance chest date where available, or by refarence 10 queted market prices
for similar instruments.

35 Structured entities

The group is invehlved with both consolidated and unconsolidated structured entities through the securitization of financial assets,
cenduits and investment funds, established ather by the group or a third party

Consolidated structured antities

Thea group uses consolidated structured entitias to securitize customar loans and advances it originates to divarsify itz sources of funding
for asset arigination and capial afficiancy purposes, The loans and advances are trancfarred by the group 1o the structured antities for
cash or synthatically through credit default swaps, and the structured antities issue dabt securities 1o investors. The group's tranzactions
with these entities are not significant.

Unconsolidated structured entities

Tha tarm ‘unconsolidatad structured entities” refers to all structured antities not controlled by the group. The group antars into
transacticons with unconsolidated structured antities in the normal course of businezs to facilitate customear trancactions and for specific
invastment opportunitiss,

MNatura and ricke aszociated with the group’s mtefests in unconzolidated structured antitiaz

HERC Naon-HEBC
Securftiaathons ged funds med Tunds Othver Totsl
Tobnl ssest valuds of e antiess [HKFEA]
(-4 52 62 104 25 243
&5 k1) ] 107 1 151
16=33 - 18 5 - T4
=-186 — 3 45 = 49
126+ - 1 5 - L]
Nurmber of entities ot 31 Dee 2020 61 118 318 26 523
HHEm Higm Hi$m Him HH$m
Tatnl seksts 0 ralntion 1o the group's intsraals in M ufconis hdated
struchured enbSes 26, 800 28478 M.4m 8,511 133288
= tmding oesis 203 1653 = = 1,857
= finance! apsatn dempneted and cfhervwise mandatonly measured ot fan
whlis theouigh profit af o - 24823 71,481 - 96,304
= darnminan - - - - -
— kanrd a0 advansss 19 SuslomaE 26,604 —_ - az2ie 34822
= fmemon] mvestmants - = = = -
= otharussts : - . = = = 303 303
Tatal habvities n 1 kton (o the Qrop s irterasts in the ungonse kdatad
At hured sniies - - - 56 56
R - —] __l —[ ;ET ,“.]
Citnar off bolsnce shaat commitmenta 519 3822 23024 7137 34522
Tha greup's maximum sxposure at 31 Dec 2020 27,347 30298 94,505 15602 167.752
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Mature and rgks assocmted with tha greup's interests in unconsolidated structured antities [centinued)

HRBD Mo HESD
acurimatons managed Tunds managed funds Girar Totad
Toted spest valsas of the arbtme [HK 35|
-4 L= At E ] & 280
a4-15 [ 25 [=5] 2 124
1628 - g £1 - &7
25155 — 1 %5 - 27
196 i = ! 1 = 4
“Numbar of ante=s ot 91 Dac 2019 £8 ] I ] =3
HEZm HEST HERT HESm HESM
Totel mesatn in relation to ths group’'s nterests n tha unconsolidated
Fnpsied enthas 27858 24058 BOZaE1 148,940 115375
= treding apests = 4 = as Tra
= fimancml sssats desgneted ard othanwse mandstonby massured st far

vl through profa or lgss - 20484 60241 - iyl

= dametivei = s =5 = o
= loang and advendld 10 Sutorneis 27535 - - 12742 40,378
fmenoml imastmants - - - - -

- cthar nasis = - = el =4

Total labiftas = falaton b e Group's NEceEte 0 e unconeshdstsd

strsatured sntitas = = = = =
Cihar off balsnd Bhast commidmants 7 1.797 14,564 4,968 29375
Tha group B maxmLT exposiie 8t 31 Des 2013 5,453 Pl E4305 17,028 136,651

The maximurm sxposura to loss from the group’s interests in unconsclidated structured entitias rapresents the maximum loss it could
incur as a result of iz involvemant with thaese antities regardlass of the probabildy of the logs baing incurrad.

+ For commitmants, guarantess and writen credit default swaps, the maxkimum axposure 10 lo22 iz the notional amount of patantial
future losses.

* For retained and purchased investments in and loans to unconsolidatad structured entities, tha maximum exposure 1o loss iz the
carrying valua of thesa intarests at the balance sheat reparting date.

The maximum axposure 1o loss is stated gross of the effects of hedging and collateral arrangemeants enterad into to mitigate the group's
exposura 1o loss.

Securitisations
The group has intarests in unconzolidated securitisation vehicles through holding notes issued by these entities.
HSEC managed funds

The group establishes and manages money market funds and non-money market investment funds te provide customers with
invaztment cpportunities. The group, as fund manager, may be entitled to receive managament and parformance faes based on tha
assets under managamant, The group may alse ratain unns in these funds.

Non-HSBC managed funds
The group purchases and holds units of third-party managed funds in order to facilitata business and mest customer nesds,
Other

The group has established structured entities in the nermal course of business, such as structured credit transactions for custemers, to
provide financa to public and private sector infrastructure projects, and for azzet and structured finance transactions. In addition to the
interest dizclosad above, the group anters inte derivative contracis, revarse repoc and stock berrowing transactions with structured
antitias. Theze interasts arse in the normal course of busineszs for the facilitation of third-party tranzactions and rick managermant
solutians.

Structured entities sponsored by the group
The amount of assats transferred to and income recaived from such sponsorad entities during 2020 and 2015 ware not significant.
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Notes on the Conzolidated Financial Statements

36 Bank balance sheet and statement of changes in equity
Bank balance cheet at 31 December 2020

2020 e

HESm HE$m
Asseis
Cesh ard balencas a1 cantml banks 293,07 TeEE13
Bums o tha cowrss of collaction from othar baniks 16 838 &, 437
Hong Kong Govemmant certficates of ndabiedriuss 33 4049 il B
Tradimg sasats 488, 763 S 58 B8
Dl watnes 198, 1.26 FLTA ]
Finnnom| nesats designated end othanwse mandator iy messured ot faie vaise through profit or leas 5.94% P
Aavaris mounchass sgrasmants — non-teding 299,876 2R
Loons snd sdvances to banks 243107 184,423
Lot il mdviiibist 10 duBlortare 1.928.622 20241548
Fnancal mwstmants 450,866 B E4E
Arraunts dus from Group sompansig 200,073 S
Irvastmants N subscharnes a5.241 fe i)
Intanesta i aReocintes and ont vanbes A5.830 FHEM
Goccdwall and mvtang bila ssssts 14,005 11242
Proparty, plent and squipmant 71,523 78208
Datariad tox addats 1.266 ik
Prapaymenta, aosnied noomae and othas erseis 1565, 657 13358
Total sssets 72 G2
Lislsilities
HONE Kond cur ey notie i circultion 13409 290344
Eams m the couwrse of ternsmssion to othar banks A8, 404 12878
Rapurchass sgrsmants - non-tedng 73,606 61753
Dposits by baris 194,778 128,703
Comtomar By 3,670,409 3287453
Teachig kabulbas 29,039 L]
Dhur vates 3862312 277,421
Frnre| isbeitios dusgnated of foir vilse 41,507 ad, g
Dabt sacurit=ia in wes 29,452 G504
Aatiremant banalit labid tas 1.574 1,426
Amaounts dua ko Qroup companks 413,885 et T
Assrunhe and dafurrsd msoms, other habil fies and proveons 121,001 110853
Currant tex isbdSan G1E 1885
Dhafreae ta Batlmad Q','I_#;_ 5,193
Subordmetad hebildas 3Am 4114
Tatal linbdlities 5,256,250 4, TaTE1
Equity
Shar capitsl 172,355 172,538
Citfsir 4uely wrElrum ante 44,615 44516
it sagarved 25,716 FrALdl
Astared samings 221,300 FETRIE
Tatal equity 453,976 453,564
Total equity and linbilities T2 6.206.200
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Bank statement of changes in equity for the year ended 31 December 2020

Orther reserves
Financial Cush
Dl Progierty  Easets &t flewi  Fonslgn
Shara wquity  Aetsined  revmbustion FWGE! hedge sxchange Totnl
capital”  instruments  esmings rEserve FEserve TESErVE  reserve Otver” egquity
MKSm HKgm HHgm HESm HKfm Higm HEgm HE$m HE§m
At 1 .Jan 2020 172,335 44,815 223,538 40,9786 3,504 119 (13,327 (3,933 467,589
Prafd for tha yant = —  s0414 = = = = - 50,414
Cethr aomprabanans ineomallexpanss] [net
af tax) — - 2 {4.255) 2,860 724 548 - [r3l]
= gabt mEtremants st far velua thowgh
arcomereenntoTe. | = = = = AN = = = 143
= aquety irfrurnants dagsgnatad ot fair vale
L ] = = o o 2l = T = Ci
= cash flow hadges - - - - - 724 = —- T34
= changas n far walus of fnanom| linbdtas
dagagnated 88 18ir valisg upon imgal
IECagnRIon BrEng from changas m own
arade raik - - 306 - - = - - 306
= proparty raveismaban - - - §.255) — — — — [ =
- rimandutamant of dalmsd bensll aaaat)
latylity - - - - - - - {
= amzhnngs ditfarencas - - - - - - 648 - (113
Tetal prefwnaive i Tenpernze)
Tor the year = = 50,418 {4,255) 2,860 724 538 - 50,393
Do oot = = maze = r— = mazen)
Mhowamant i cwipact of ERna-bdied payTenT
T I = e sl s = = 2 173 =
Tenrefurs nrd athas movemana® - - 1,511 {1,525) - - - - E']
At 31 Dec 2020 172,335 44,615 221,300 35,196 5,364 605 (12,679)  (3.760) 463876
Ar Y Jan 2018 12 D30 o5 BTE £12,880 JE08 1057 md  [12.848) (4,267 Add 420
Profs for tha venr - = P - - = = = TS
Orthar comprabsnsnm moomad|sgpenes] (et
af tax) - — [1.853] LA 2457 H6| HET) — 2,754
= dabt instremants at far welue throwgh 1
SENET SOMpBretanancg meoma = - - - 1,458 - = - 1450
= aquaty metrumaents dassgnated af fmir veles
ihrough othar comprahsaanes nooma - - - - h v ] - - - 1028
- coh flow hadges - - - - - FE] - - I}
- changas in Tar vakes of fnancal hakdkhas
damsgnated 8% fair valus upon mgsal
rscagnAien armng from changas m own |
ordi rmk = = |1‘,:‘.'IIZ|]‘]_- - = = = = 12007
~ PrORTY ravalaaton - - -1 288 - - - - 2856
— Parmaigunement of dafmgd Banslt naaats |
lmydliny - - 4 - - - - - 1]
= axshangs differsncas - - = = - - e = BT
Totel comprhanase noemafexpetsa] Tor the
yonr - = IR0 2R3 2457 135] BT — ]
—
rthar oty el lulﬂﬁl"ﬂf‘l?_&.lld' - . E1E - - — = e — ‘@:E
Dthar aquity msfrumants mpad” - 106 BTH) . - [T T
Divadands poid - - {6 - - - - - BEIE
Movement n respact of shembesd
DAYTENT REPRNGAFNANTE = = 10 - - - - ey 197
Tearitars and athiar mowemarts - - 14878 [1.368] - - - 107 1497
Ax 2 Dec 2048 1R AR 44898 FrELE] A03TE 2E04 19 13.33n 3,503 L5TRES

) Om'n'ur:.ral'ure capital includes prefarence shares which have bean redeemed or bought back wa payments out of disnibutable profits in previous

2 ﬂuodmmsmmpmm!mmmmmmmrﬂmmmwmdm.mmrmm
relating 1o trensfer of propeties 1o 4 fellow subzidiany and the share-based payment reserve. The share-bazed pryment resere is Uzed to record
the amaLnt relarng ro share awards and opoons gramted fo ampioyesas of the group directly by HS8C Holdings plc.

3 In 2018 there were USET, 100m additional fier 1 capital instruments isswed. in addtion, USE 600m of additional ffer T capital instruments were
repad and raizzped in 2018 with no sctual cash movement

i B
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Including distributions pasd on parpetual subordinated joans ciasaflied as equity under HKFRS.
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Notes on the Conzolidated Financial Statements

37 Legal proceedings and regulatory matters

The group iz party 1o lagal proceedings and regulatory matters in @ numbaer of jurisdictions arising cut of its normal business operations,
Apart from the matters dazeribed below, the Bank considars that none of theza matters are matarial. The recognition of previsions is
datermined in accordance with the accounting policies set out in Nata 1.2{n}. Whila the cutcema of lagal preceedings and regulatory
matiars iz inharantly uncenain, management balisvas that, based on the information available to 1, appropriste provisions have besn
made in respact of these matters as at 31 Decamber 2020. Any provision recognised does not constitute an admission of wrongdoing ar
legal liability. It iz not practicable 1o provide an aggregate astimate of potential Bability for our legal procesdings and regulatory mattars
as a clazs of contingent liabilities.

Anti-money laundering and sanctions-related matters

In December 2012, HSBC Holdings ple ("HSEC Heldings') antered into a number of agreements, including an undartaking with the LUK
Financial Services Authority (replaced with a Direction issued by the UK Financal Conduct Authority ('FCA') in 2013 and again in 2020) as
wall as a cease-and-desist order with tha US Faderal Reserva Board {'FRE), both of which containad certain forward-leoking anti-money
laundering {"AML'} and sanctions-related obligations. HSEC also agreed 1o retain an independent compliance monitor (who was, for FCA
purposes, a ‘Skilled Person’ under saction 166 of tha Financial Services and Markats Azt and, for FRE purpezes, an 'Indapandent
Consultant’) to preduce periodic assasemants of the Group's ANL and sanctions compliance pregramme. In 2020, HSBC's angagamant
with the indapandant complianea monitor, acting in hic reles az bath Skilled Parsen and Indepandant Cenzuliant, concludad. The role of
FCA Skilled Parson was assigned to a new individual in the second quaner of 2020, Separately, a new FRE Indapandant Conzsultant will
be appointed pursuant to the ceaze-and-desist order.

EBaszed on the facts currently known, it is not practicable at this time for the group to predict the rezolution of these matters, including the
timing or any pessible impact on the group, which could be significant.

Singapore Interbank Offered Rate ('Sibor'), Singapore Swap Offer Rate {"SOR') and Australia Bank Bill
Swap Rate ("BESW')

In July and August 2016, HSBC and other panel banks wers named as defendantz in two putative class actions filed in the New York
Dizrict Court on behalfl of persons whe tranzacted in products related to the Sibor, SOR and EBESW benchmark rates. The complaints
allaga, among other things, misconduct ralatad to these banchmark ratas in violation of US antitrust, cormmedities and rackatearing laws,
and state law,

In tha SiborS0R linigation, following a decision on the defandants’ motion to dizmiss in Octobar 2018, the claims against a numbear of
HSBC entities ware dismizsed, and the Bank remained az the only HSBC defendant in this action, In October 2018, the Bank filed a
mation for recensideration of the decision based on the issue of personal jurisdiction. Thiz motion was denied in April 2019, Akso in
October 2018, tha plaintiffs filad = third amended complaint, naming only the Sibor panel membears, including the Bank, as defendants.
Thea eourt dismizsad tha third amanded complaint in itz antirety in July 2015 againzt all dafendantz. In Avgust 2019, the plaintifiz filed an
appsal to the Second Circurt Court of Appeals, which remains panding.

In the EBSV ktigation, in Novembar 2018, the court dismiszed all foreign defandants, including all the HSEC entities, on personal
junizdiction grounds. In Aprl 2019, the plaintiffs filed an amended complaint, which the defendants moved to dismiszs. In February 2020,
the court again dizmizczed the plaintiffz’ amandad complaint against all the HSBC entities.

Baced an tha facte currantly known, it it not practicable at thic tirme for tha Bank to predict the resolution of thesa matters, including the
tirning of any pocsible impact on the Bank, which could ba significant.

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

In June 2018, a claim was issued against the Eank in the United States Bankruptoy Court for the Southern District of New York by the
Chaptar 11 Trustea of CFG Paru Investments Pte. Ltd. (Singapara] {the 'Trustes Complaint”). Tha Truztes Complaint makes allagations
under tha Paruvian Civil Cede, Hong Kong and U5, commen law and the Bankruptcy Code concarning the Bank's alleged conduct in
commancing the winding-up procesdings and pursuing the appomntmant of jaint provisional liquidaters for affiliates of CFG Pearu
Invastmants Pte. Lid. The Trustes is sesking damages and equitable subordination or disallowance of the Bank's Chapter 11 claims in a
ralated bankruptcy proceading.

Tha Bank iz seeking to dismizs the Trustes Complaint. Based on the facts currently known, it i not practicable at thiz time for the Bank to
pradict tha reselution of thic matter, including the timing or any pocsible impact on tha Bank, which could be significant.

Foreign exchange-related investigations

In January 2021, HSBC Holdings axited itz threa-year defarred prozecution agreameant with the Criminal Divicion of tha US Drepartmeant of
Justics {'Dad’} (the 'FX DPA’), regarding fraudulant conduct in connaction with twe particular transactiens in 2010 and 2011, HSEC
Heldings antarad into tha FX DPA in January 2018, following the conclusion of tha DoJ's investigation into HSBC s historical foreign
axchangs activitias. Under the terms of the FX DPA, the DeJ iz expected to fila 8 motion to dismiss the changes deferred by the FX DPA
in dus coursa.

Based on the facts currenily known, it is not practicable at thiz time for the group to pradict the rezolution of thaze matters, including the
timing or any pessible impact on the group, which could be significant.
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Other regulatory investigations, reviews and litigation

Thea Bank andlor cartain of itz affiiates are zubjact to a number of cther investigations and reviews by vanous ragulaters and competition
and law anforcamant authorties, as well as litigation, in connaction with various matters relating 1o the firm's buzinescez and operations,
ingluding investigations by tax administration, and regulatary and law anfercament authorities in India and elsewhers in connectian with
allagations of tax avasion or tax fraud, menay laundering and unlawful cross-border banking solicitation.

Eazed on the facts currantly known, it iz not practicable at this tima for the group 1o predict the resalution of these matters, including the
timing or any possibla impact en the group, which could ba significant.

38 Ultimate holding company

'.Fha u-lil.imatu hélld.i.ng cam pany :-:nl’ tiw-Ban.-k-is HSBG -H ﬁdinqs |:IF;:, whu:h .is i.m:urpnramd in. éngiu nd.

The largest group in which the accounts of the Bank are consalidated is that headed by HSBC Heldings plc. The consolidated accounts of
HESEC Heldings ple are available to the public on the HSBC Group’s website at www hsbe.com or may be obtained from B Canads
Snuare, Londen E14 SHO, United Kingdam,

39 Events after the balance sheet date

Thera hava bean no events after the balance sheat data that would require diselesura in the conzsolidated financial statements.

40 Approval of financial statements
The Cenzolidated Financial Statemants wera approved and authorized fer izsua by the Bcard of Directorz on 23 February 2021,
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20 18
21 28
22

23 16
24 28
25 10
26 10
27 11
28 12
29 16
30 17
31 19
32 30
33

34

35

36

37

38 13
39 13
40 13
41 14
42 27
43

44 14
45 25
46 29
47 10 20
48 10 23
49 10 28
50 11

51 11 11
52 12 18
53 12 22
54

55 13
56 14
57 21
58 22
59 28
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60
61
62 12
63 11
64 24
65 29
66 30
67
68
69 12
70 16
71 21
72 26
73 21
74
75
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2022 28
2019 30 1,500,000,000

2022 29
2019 28 350,000,000
2021 28 2019 25 305,000,000
2021 29 2019 26 300,000,000
2021 24 2019 20 300,000,000
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2021 10 22 2019 10 23 300,000,000

2021 11 22 2019 11 21 300,000,000

2021 ol 2019 12 16 500,000,000

2021 12 24 2019 12 23 300,000,000

2022 3 2020 30 300,000,000
2021 13

2020 13 500,000,000

2022 17 2020 14 300,000,000

2022 30 2020 27 300,000,000

2021 12 27 2020 25 300,000,000

2021 25 2020 25 150,000,000
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2022 28 2020 27 300,000,000
2022 18 2020 17 300,000,000
2022 20

2020 10 19 300,000,000

2021 10 29

2020 10 29 200,000,000
2022 10

2020 11 300,000,000
2022 17

2020 11 16 300,000,000
2022 2020 11 30 300,000,000
2021 2021 500,000,000
2021 2021 400,000,000
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2022 10

2021 400,000,000
2021 10

2021 400,000,000
2021 ol 2021 16 500,000,000
2022 19

2021 18 400,000,000
2022 22

2021 19 500,000,000
2022 22

2021 19 700,000,000
2021 30

2021 29 500,000,000
2022 1013 2021 12 500,000,000
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2022 13
201 12 500,000,000
202210 17 2021 15 500,000,000
2022 19
201 16 500,000,000
2022 20
2000 19 300,000,000
2022 10 28 2021 27 500,000,000
2021 1110 2021 600,000,000
2022 11 11 2001 10 500,000, 000
2022 12
2000 1 500,000,000
2022 30 2021 28 150,000,000
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2020 25
2021
17
15
1,695,960,030 100
) 15
12
1,576,387,908 100
) 12
ADS
17
532,463,527 100
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11

12
57,296,616 100

12
3,230,282,649 100
1,261,058,781 100

)

10

502,664,337 100
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8
614,438,399 100
9
10
10
675,814,281 100
10
10
243,453,990 100
) 10
11
11
207,001,821 100
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12
15
3,233,562,601 100
() 15
13
13
14
154,111,029 100
14
10717
106,073,656 100
() HDR
15
40
30
505,706,400 100
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379,279,800 505,706,400

11 1

10

131,669,000 100

17

12

476,085,978 100

18

11

227,441,381 100

(

)

19

28

886,441,983 100

(

)

28
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20
2500
14
350,217,467 100
) 24 23
94,632 350,217,467
21
30
14
1,333,763,464 100
)
22
26 30
12
514,625,728 100
23
965,281,777 100
)
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12

1,393,932,032

100

338

12

596,284,468

100

(

)

16 10

12

388,575,592

100

(

)

10

967,885,277

100

(

)

10
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2016 2017 2018 2019 2020
19,494.53 22,939.18 | 24,270.62 | 24,066.12 27,568.15
14,952.02 18,335.63 | 19,155.74 | 19,561.96 16,552.83
2020 2020 2020 2020 2020 2020
10 11 12
22,945.50 | 23,296.77 | 23,559.30 | 23,671.13 | 26,644.71 | 27,568.15
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2016 2017 2018 2019 2020
2,271.72 2,690.16 2,930.75 3,240.02 3,756.07
1,829.08 2,257.83 2,351.10 2,447.89 2,237.40
2020 2020 2020 2020 2020 2020

10 11 12
3,276.02 3,508.01 | 3,580.84 | 3,534.22 | 3,638.35 3,756.07
3,115.86 3,294.61 | 3,236.92 | 3,269.96 | 3,310.24 3,647.49
NY 30
2016 2017 2018 2019 2020
19,974.62 24,837.51 26,828.39 28,645.26 30,606.48
15,660.18 19,732.40 21,792.20 22,686.22 18,591.93
2020 2020 2020 2020 2020 2020
10 11 12
27,005.84 | 28,653.87 | 29,100.50 | 28,837.52 | 30,046.24 30,606.48
25,706.09 | 26,664.40 | 26,763.13 | 26,501.60 | 26,925.05 29,823.92
50

2016 2017 2018 2019 2020
3,290.52 3,697.40 3,672.29 3,782.27 3,865.18
2,680.35 3,230.68 2,937.36 2,954 .66 2,385.82
2020 2020 2020 2020 2020 2020

10 11 12
3,405.35 3,363.18 | 3,338.84 | 3,298.12 | 3,527.79 3,581.37
3,174.32 3,240.39 | 3,137.06 | 2,958.21 | 3,019.54 3,448.68
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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 (the
'group’) set out on pages 71 to 125, which comprise:

the consolidated balance sheet as at 31 December 2020;

the consolidated incomestatement 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 flowsfor the year then ended;and

the notes1 on the consolidated financial statements, which include a summary of significant accounting policies.

1 Certain requireddisclosures as described in Note 1.1(d)on the consolidated financial statements have been presentedelsewhere in the Annual
Report and Accounts 2020,rather than in the notes on the consolidated financialstatements. 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 2020, and of its consolidated financial performance and its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (‘HKFRSSs') 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 groupin accordance withthe HKICPA’s Codeof Ethics for Professional Accountants (‘the Code’), and we have
fulfilled our other ethicalresponsibilities 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:

Expected credit losses on loans and advances to customers
Impairment assessment of 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

IT accessmanagement
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Expected credit losses on loans and advances to customers

Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter
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At 31 December 2020, the group recorded expected credit loss (‘ECL’)
allowances on loans and advances to customers of HK$28.9bn.

The determination of the ECL allowances requires the use of complex credit
risk methodologies based on the group’s historic experience of the
correlations between defaults and losses, borrower creditworthiness and
economic conditions, which can result in limitations in their reliability to
appropriately estimate ECL. Significant judgement and subjectivity are
involved in determining whether these methodologies and their application in
models remain appropriate and in determining the quantum of any
management judgemental adjustments required to account for late breaking
events, model deficiencies and expert credit judgement applied following
management review and challenge.

Significant judgement is also required to determine assumptions, which
involve subjectivity and estimation uncertainty. The significant assumptions
include those with greater levels of management judgement and for which
variations have the most significant impact on ECL. Specifically, these
include likelihoods of economic scenarios, any alternative and additional
scenarios used, customer risk ratings and probabilities of default, and the
prospects of future recoverability of credit impaired wholesale exposures.
Likewise, there is inherent uncertainty with the consensus economic
forecasts data from external economists.

The ongoing Covid-19 pandemic and continued geopolitical tensions
between the US and China increases the inherent risk and estimation
uncertainty involved in determining the ECL allowances and the level of
credit risk associated with the group’s customers. The speed and severity of
the economic shock caused specifically by the Covid-19 pandemic and
consequent government and regulator responses may have altered the
correlations between losses, borrower creditworthiness and economic
conditions, as well as impacted economic factors such as GDP and
unemployment, and consequently the extent and timing of customer
defaults. This broadens the range of possible outcomes in estimating ECLs,
which increases the judgement required in assessing the appropriateness of
existing methodologies and economic forecasts data from external
economists, and in determining assumptions. ECLs have been adjusted
through management judgemental adjustments to reflect these limitations. In

addition, certain changes to models used for the ECL determination have

been made during 2020.

Matters discussed with the Audit Committee

We discussed the appropriateness of the methodologies, their
application,significant assumptions, significant data and disclosures with the
Audit Committee, giving consideration to the ongoing Covid-19 pandemic
and continued geopolitical tensions between the US and China. We further
discussed the governance and controls over ECL, with a focus on the impact
from the Covid-19 pandemic.

In relation to the methodologies, we focused our discussions on:
Methodology application and model validation, including where models
were changed during the year; and
the identification and assessment of model limitations and resulting
management judgemental adjustments made to derive the ECL

allowances, in particular for approaches adopted in response to the

Covid-19 pandemic.

We tested controls in place over the methodologies, their application,
significant assumptions and data used to determine the ECL allowances.
Specifically, these included controls over:

Model development, validation and monitoring;

Determination and approval of consensus and alternative economic

scenarios;
Approval of the probability weightings assigned to economic scenarios;
Assigning Customer Risk Ratings and probabilities of default;

The input of critical data into source systems and the flow and
transformation of critical data between source systems to the impairment

ECL models;

Determination and approval of management judgemental adjustments;

and

Review of input and assumptions applied in estimating the recoverability

of credit-impaired wholesale exposures.
We performed substantive audit procedures over the compliance of ECL
methodologies with the requirements of HKFRS 9. We engaged
professionals with experience in ECL modelling to assess the
appropriateness of changes to models during the year, and for a sample of
those models, we independently reperformed the modelling for certain
aspects of the ECL calculation. We also assessed the appropriateness of
methodologies and related models that did not change during the year,
giving specific consideration to the Covid-19 pandemic and whether
management judgemental adjustments were needed. Where management
judgemental adjustments were made, we assessed the ECL allowances

determined and the analysis supporting them.

We further performed the following to assess the significant assumptions,

data and disclosures:

We challenged the Bank’s basis for determining significant assumptions
and, where relevant, their interrelationships;

We involved our economic experts in assessing the reasonableness of
the severity and likelihood of the group’s economic scenarios. These
assessments considered the sensitivity of the ECL allowances to
variations in the severity and likelihood of different economic scenarios;

We tested a sample of customer risk ratings assigned to wholesale

exposures;
We have independently assessed other significant assumptions and
obtained relevant corroborating evidence. We further considered
whether the judgements made in selecting the significant assumptions
would give rise to indicators of possible management bias;

We performed various substantive audit procedures over critical data
used in the determination of the ECL allowances to ensure these are
relevant and reliable; and

We assessed the adequacy of the disclosures in relation to expected
credit losses on loans and advances to customers made in the Annual
Report and Accounts 2020 in the context of the applicable financial

reporting framework.
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In relation to significant assumptions and data, we focused on those which

are most sensitive including:

the severity and likelihood of economic scenarios and the probabilities
assigned to those scenarios;
the determination and migration of customer risk ratings; and

assumptions around the future recoverability of significant credit

impaired wholesale exposures.

We further discussed the associated disclosures in the Annual Report and
Accounts 2020, in particular the impact of the Covid-19 pandemic on

determining the ECL allowances and continued geopolitical tensions

between the US and China, and the resulting estimation uncertainty.

Relevant references in the Annual Report and Accounts 2020

Risk: Credit Risk, page 27-48
Note 1.2 (i) on the consolidated financial statements: Basis of preparation and significant accounting policies, page 82-85
Note 2 (e) on the consolidated financial statements: Operating profit - Change in expected credit losses and other credit impairment charges, page 89

Note 10 on the consolidated financial statements: Loans and advances to customers, page 97
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Impairment assessment of investment in associate - Bank of Communications Co., Limited (‘BoCom’)

Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter

At 31 December 2020, the market value of the investment in BoCom, based
on the share price, was HK$107.6bn lower than the carrying value of
HK$165.4bn. This is an indicator of potential impairment. An impairment test
was performed, with supporting sensitivity analysis, using a value in use
('VIU') model. The VIU was HK$3.9bn in excess of the carrying value. On
this basis, no impairment was recorded and the share of BoCom'’s profits

has been recognised in the consolidated income statement.

The methodology applied in the VIU model is dependent on various
assumptions, both short term and long term in nature. These assumptions,
which are subject to estimation uncertainty, are derived from a combination
of management’s judgement, analysts’ forecasts and market data.

The significant assumptions that we focused our audit on were those with
greater levels of management judgement and subjectivity, and for which
variations had the most significant impact on the VIU. Specifically, these
included the discount rate, operating income growth rate, long-term profit
and asset growth rates, expected credit losses, effective tax rates, and

capital requirements.

We tested controls in place over significant assumptions, the methodology
and its application used to determine the VIU. We assessed the
appropriateness of the methodology used, its application, and the
mathematical accuracy of the calculations. In respect of the significant

assumptions, we performed the following:

Challenged the basis for determining significant assumptions and, where
relevant, their interrelationships;

Obtained corroborating evidence for data supporting significant
assumptions that may include historic experience, external market
information, third-party sources including analyst reports, information
from BoCom management and historical publicly available BoCom
financial information;

Determined a reasonable range for the discount rate assumption, with
the assistance of our valuation experts, and comparing it to the discount

rate used by management; and

Assessed whether the judgements made in selecting the significant

Matters discussed with the Audit Committee

assumptions give rise to indicators of possible management bias.

We observed meetings in April, May, September and November 2020

between management and senior BoCom executive management, held

We discussed the appropriateness of the methodology, its application and
significant assumptions with the Audit Committee, giving consideration to
the macroeconomic environment and the overall outlook for the Chinese
banking market. We considered reasonably possible alternatives for the
significant assumptions. We also discussed the disclosures made in relation
to BoCom, including the use of sensitivity analysis to explain estimation
uncertainty and the conditions that would result in an impairment being

recognised.

specifically to identify facts and circumstances impacting assumptions
relevant to the determination of the VIU.

Representations were obtained from the Bank that assumptions used were
consistent with information currently available to them, both as a shareholder
of BoCom and to which HSBC are entitled through their participation on
BoCom's Board of Directors.

We assessed the adequacy of the disclosures in relation to BoCom made in

the Annual Report and Accounts 2020 in the context of the applicable

financial reporting framework.

Relevant references in the Annual Report and Accounts 2020

Note 1.2 (a) on the consolidated financial statements: Basis of preparation and significant accounting policies, page 78-79

Note 14 on the consolidated financial statements: Interests in associates and joint ventures, page 100-103
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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

How our audit addressed the Key Audit Matter

At 31 December 2020, the group has recorded an asset for PVIF of
HK$65.1bn and liabilities under non-linked life insurance contracts of
HK$547.1bn.

The determination of these balances requires the use of complex actuarial
methodologies that are applied in models and involves significant judgement
about future outcomes. Specifically, significant judgement is required in
deriving the economic assumptions, and assumptions related to longevity,
mortality, persistency and expenses. These assumptions are subject to
estimation uncertainty, and movements in certain of these can have a

material impact on the PVIF asset and the liabilities under non-linked life

insurance contracts.

Matters discussed with the Audit Committee

We discussed the appropriateness of the methodologies, their application,
significant assumptions and disclosures with the Audit Committee. In relation
to assumptions, we focused on those for which variations had the most
significant impact on the valuation of PVIF and liabilities under nonlinked life
insurance contracts carrying value, including economic assumptions and

assumptions related to longevity, mortality, persistency and expenses.

We tested controls in place over the determination of PVIF asset and the
liabilities under non-linked life insurance contracts. 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 and corresponding

models;

restriction of user access to the models; and

production and approval of the actuarial results.

With the assistance of our actuarial experts, we performed the following
audit procedures to assess the methodologies used, their application,

significant assumptions, data and disclosures:

We assessed the appropriateness of the methodologies used, their

application and the mathematical accuracy of the calculations;

We challenged the group’s basis for determining significant
assumptions and, where relevant, their interrelationships. We have
independently assessed these assumptions and obtained relevant
corroborating evidence. We further considered whether the judgements
made in selecting the significant assumptions would give rise to indicators
of possible management bias;

We performed substantive audit procedures over critical data used in
the determination of these balances to ensure these are relevant and
reliable; and

We assessed the adequacy of the disclosures in relation to the asset for
PVIF and liabilities under non-linked life insurance contracts made in the

Annual Report and Accounts 2020 in the context of the applicable financial

reporting framework.

Relevant references in the Annual Report and Accounts 2020

Risk: Insurance manufacturing operations risk, page 59-63

Note 3 on the consolidated financial statements: Insurance business, page 90

Note 1.2 (j) on the consolidated financial statements: Basis for preparation and significant accounting policies, page 85-86

Note 15 on the consolidated financial statements: Goodwill and intangible assets, page 103-104
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IT access management

Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter

The group has operations across a number of countries supporting a wide
range of products and services, resulting in an IT environment that is large,
complex and increasingly reliant on third parties. The Bank’s financial

reporting processes rely upon a significant element of this IT environment,

IT access management controls were tested for systems and data relevant

to financial reporting that we relied upon as part of our audit. Specifically,

these included controls over:

Authorising new access requests;

both within the group’s operations and financial reporting. The timely removal of access rights;

Access management controls are an important part of the IT environment to Periodic monitoring of the appropriateness of access rights to systems

ensure both access and changes made to systems and data are appropriate. and data;
Our audit approach relies extensively on the effectiveness of IT access Restricting highly privileged access to appropriate personnel:

management.
The accuracy of information about IT users to facilitate access

management;
Segregation of access across IT and business functions;

Changes made to systems and data; and

Matters discussed with the Audit Committee Understanding and assessing reliance on third parties, including Service

Organisation controls reports.

We also independently assessed controls related to password policies and

system configurations, and performed substantive audit procedures in

N . ’ relation to access right removal, privileged access, IT user information and
The significance of IT access management to our audit was discussed at

. i . . . . segregation of duties.
Audit Committee meetings during the year. We further presented identified

control observations related to IT access management and discussed our We performed further testing where control deficiencies were identified,

related audit response. including:
Where inappropriate access was identified, we understood and
assessed the nature of the access, and when required, obtained

additional evidence on the appropriateness of activities performed; and

Where necessary, we identified and tested compensating business

controls and performed other audit procedures that addressed the risk

that inappropriate changes were made to systems and data.

Relevant references in the Annual Report and Accounts 2020

Risk: Our material banking risks, page 25-26

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 and Statement of Directors' Responsibilities sections of the Annual
Report and Accounts 2020 (but does not include the consolidated financial statements and our auditor's report thereon), which we
obtained prior to the date of this auditor's report, and the Banking Disclosure Statement 2020 and the list of the directors of the Bank's
subsidiary undertakings (consolidated in the financial statements) during the period from 1 January 2020 to 23 February 2021, which are
expected to be made available to us after that date . The other information does not include 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.

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.

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 2020 and the list of the directors of the Bank's subsidiary undertakings (consolidated in
the financial statements) during the period from 1 January 2020 to 23 February 2021, 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 financialstatements.

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.

Evaluatethe 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.

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, actionstaken to eliminatethreats or safeguards applied.

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 Lars Christian Jordy Nielsen.

PricewaterhouseCoopers

Certified Public Accountants
Hong Kong, 23 February 2021
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