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2021 ! 2020 2 2019 ° 2018 * 2017 °
178,658 189,338 219,381 210,469 186,443
86,563 90,196 136,433 134,583 115,619
67,348 69,447 105,722 103,013 88,530
856,809 845,353 814,678 752,758 696,480
923,511 911,531 879,281 812,920 752,986
6 590,478 614,545 598,934 557,180 522,244
6,177,182 5,911,396 5,432,424 5,207,666 5,138,272
9,903,393 9,416,403 8,661,714 8,263,454 7,943,346
8.0 8.6 13.9 14.8 13.7
0.7 0.8 1.3 1.4 1.2
58.7 50.6 42.6 41.5 43.5
1.37 1.62 2.02 2.06 1.88
62.2 62.1 68.5 67.8 64.8
Tier 15.4 17.2 17.2 16.5 15.9
Tier 16.8 18.8 18.8 17.8 17.0
18.7 20.8 21.0 19.8 18.9
1 2021
2 2020 10 HKFRS HKAS 39  HKFRS HKFRS
HKFRS 16
2021
2020
3 2019 HKFRS 16 HKAS 17
2019
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2017
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2018 12,313
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2017
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WPB
CMB
CMB GBM
GBM GB
MSS
GB
MSS
BoCom
)
2018 11
100
HSBC
100
E14 5HQ
2021 12 31 198,250
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2021 12 31
2021 12 31
62.14 9,658
100 15,400
100 1,046
100 811
1
100 34,800
1
100 1,530
100 4,178
1
2021 12 31 122
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SFTs
HKMA
CET 4.5
2021 12 31
CCB CCyB
D-SIB HLA
CCB 2.5
CCyB
2021 10 28 HKMA CCyB 1.0 2021 12 24 HKMA
D-SIB HLA 2.5
LAC
LAC LAC
LAC
Tier
12 31
2021 2020
5.8 6.4
Tier 530,701 555,553
9,192,814 8,705,672
2020 12 31 2021 12 31

Tier
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www . hsbc.com. hk
Regulatory Disclosures 2021
Banking Disclosure Statement 2021
2021 12 31
C(C ) HKMA
RWA
2021 Banking Disclosure Statement 2021
2021 12 31
18,587 2020 12 31 18,063
2023 HKMA
HKMA
RWA
2022
12 31
2021 2020
Tier  CET 15.4 17.2
Tier 16.8 18.8
18.7 20.8
12 31
2021 2020
2,497,803 2,378,821
148,188 113,650
172,831 107,661

337,731 356,861
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3,156,553 2,956,993

12 31

2021 2020
621,757 583,078
1,157,241 1,072,171
566,587 561,332
410,599 322,828
334,450 356,801
GBM- 65,919 60,783
3,156,553 2,956,993
2021 12 31
12 31
2021 2020
Tier CET
714,139 712,119
856,809 845,353
(1,454) (1,454)
(44,615) (44,615)
(96,601) (87,165)
28,730 27,907
66,702 66,178
(11,800) (10,801)
CET (26,172) (27,470)
CET (258,215) (230,574)
(1,834 (1,648)
(28,883) (23,276)
(3,353) (3,273)
(60) 33)
1,322 1,814
(18) (12)
LAC
(139,239) (119,868)
. (67,563) (66,215)
(18,587) (18,063)
CET 484,654 509,452
Tier AT

AT 46,073 46,101

44,615 | | 44,615
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AT | 1,458 | | 1,486 |
AT (26) -
LAC | (26)| | - |
AT 46,047 46,101
Tier 530,701 555,553
Tier
Tier 67,802 66,717
2 3,119 3,101
14,972 15,608
. 31,057 30,451
Tier 17,471 16,451
Tier 1,183 1,016
Tier (8,025) (7,725)
LAC 8.025)| | (7.725)|
Tier 59,777 58,992
590,478 614,545
1 HKMA
2 Tier 2021 12 31
CET AT Tier 2021

Banking Disclosure Statement 2021

2050
2020
2017
2021
2050
2021 12

2021

CmB WPB
GB MSS

GB MSS ESG
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HSBC' s Statement on Human Rights
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2021 ECL
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ESG
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ESG
Ibor
FCA 2021
Libor
Ibor
FCA
1BA 35 Libor
Libor
2021 2021
Eonia Libor
IT RFR
Ibor
Libor
Ibor
2023 6 Libor
RFR SOFR
SOFR
2022

2023
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TLAC
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Ibor Libor 2022
2023
Ibor
IT
Libor
Ibor
Ibor
2020 10 HKFRS
Libor Libor Sibor Libor !
2021 12 31
2 206,508 2,846 56,291 22,197 4,779
147,198 10,930 - - -
8,547,665 798,921 - 88,218 715,439
2020 12 31
2 253,239 2,688 63,100 33,797 15,724
119,269 12,192 - - 4,125
6,252,168 3,281,539 299 82,902 1,383,582
1 Libor Libor Eonia
SOR THBFIX
2
Ibor
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1 Ibor

2021 Libor 1BA LIBOR 2021 12 31 2023

30 2021 12 31
Sibor SOR THBFIX 2020 12 31

2021 12 31

Ibor Ibor

Covid-19

ESG
ESG
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2021
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12 PD
12 12
PD
1, 2
BBB A- CRR 0 - 0.169 0.000 - 0.500
CRR
BBB- BBB+ CRR 0.170 - 0.740 0.501 - 1.500
BB BBB-
BB- BB+ CRR 0.741 - 4.914 1.501 - 20.000
CRR
B- B- c CRR 4.915 - 99.999 20.001 - 99.999
CRR
CRR 100 100
CRR10
CRR
PIT PD

1.2(i)
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2
3
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2021 2020
1 1
/ ECL / ECL
3,872,956 (32,017) 3,697,568 (28,887)
432,286 39) 403,908 (24)
2,114,301 (639) 1,869,268 (713)
276,857 - 347,999 -
21,632 - 21,943 -
332,044 - 313,404 -
803,775 - 520,344 -
502,997 (433) 475,553 (527)
176,996 (206) 190,025 (186)
99,604 - 82,849 -
6,519,147 (32,695) 6,053,593 (29,624)
1,826,335 (580) 1,725,963 (825)
34,302 5 32,358 (124)
1,860,637 (624) 1,758,321 (949)
8,379,784 (33,319) 7,811,914 (30,573)
ECL ECL
4 1,541,909 121) 1,689,820 (167)
ECL ECL
ECL
HKFRS
ECL ECL
ECL
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Ooooood
FVOCI ECL
1
POCI
3,349,434 480,632 41,332 1,558 3,872,956
1,461,358 60,795 10,158 - 1,532,311
2
1,626,514 398,273 31,068 1,556 2,057,411
3 261,562 21,564 106 2 283,234
431,079 1,207 - - 432,286
2,092,847 21,164 289 1 2,114,301
1,782,353 43,711 271 - 1,826,335
1,245,694 6,976 154 - 1,252,824
2
417,349 30,978 117 - 448,444
8 119,310 5,757 - - 125,067
30,214 4,048 40 - 34,302
4,000 - 1 - 4,001
2
22,995 4,011 39 - 27,045
3 3,219 37 - - 3,256
2021 12 31 7,685,927 550,762 41,932 1,559 8,280,180
ECL
PoCI
(2,603) (9,426) (19,654) (334) (32,017)
(1,236) (2,965) (1,765) - (5,966)
2
(1,131) (6,384) (17,859) (332) (25.706)
3
(236) an (30) @ (345)
(36) (©) - - 39)
(482) (140) an - (639)
(260) (295) 25) - (580)
2
(47) (288) 25) - (560)
3
13) m - - (20)
14 14 (16) - 44
@ - @ - (@)
2
3) ) @5) - “2)
3 - - - - -
2021 12 31 (3,395) (9,878) (19,712) (334) (33,319)
ECL
POCI
0.1 2.0 47.6 21.4 0.8
0.1 4.9 17.4 - 0.4
2
0.1 1.6 57.5 21.3 1.2
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3
2021 12 31
1
2
3
DPD
2021 12 31
2021 12 31
DPD
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0000000
0.1| | 0.4| | 28.3| | 100.0| | 0.1
0.0 0.2 - - 0.0
0.0 0.7 5.9 - 0.0
0.0 0.7 9.2 - 0.0
0.1 0.9 21.4 - 0.1
0.0 0.1 - - 0.0
0.0 0.3 40.0 - 0.1
0.0 - 100.0 - 0.0
0.1 0.3 38.5 - 0.2
0.0 1.8 47.0 21.4 0.4
30 DPD
30 30
30 DPD 30
ECL
29 30 29 30
o ! 2 ol 2 ol 2 oep? 2
480,632 471,298 6,788 2,546 (9,426) (8,862) (226) (338)
60,795 53,316 5,048 2,431 (2,965) (2,460) 73 (332)
308,273 396,420 1,738 115 (6.384) (6,325) G3) ®
21,564 21,562 2 - an an - -
ECL
29 30
) DPD
2.0 1.9 3.3 13.3
4.9 4.6 3.4 13.7
1.6 1.6 3.0 5.2
0.4 0.4 - -
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POCI
3,150,921 510,040 35,752 855 3,697,568
1,381,495 61,790 9,062 - 1,452,347
2
1,580,976 391,635 26,514 853 1,999,978
3
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
2
388,833 34,095 104 - 423,032
3 82,440 8,314 - - 90,754
25,786 6,522 50 - 32,358
4,043 2 6 - 4,051
2
20,737 6,241 44 - 27,022
8 1,006 279 - - 1,285
2020 12 31 7,109,359 582,586 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)
2
(2,428) (2,897) (15,763) (360) (21,448)
8 (156) 78) (59) 0 (295)
19 ) - - 24)
452) (221) (40) - (713)
(514) (281) (30) - (825)
(€)) - - - (€Y)
2
(492) (266) 30) - (788)
8 @1 @15) - - (36)
1) (56) an - (124)
- - (€Y) - @
2
(51) (56) (16) - (123)
3
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
2
0.2 0.7 59.5 42.2 1.1
3 0.1 0.1 33.5 100.0 0.1
0.0 0.2 - - 0.0
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OOoooo0
0.0 1.5 14.3 - 0.0
0.0 0.6 16.4 - 0.0
0.0 - - - 0.0
2
0.1 0.8 28.8 - 0.2
3 0.0 0.2 - - 0.0
0.2 0.9 34.0 - 0.4
- - 16.7 - 0.0
2
0.2 0.9 36.4 - 0.5
3
2020 12 31 0.1 1.2 49.0 42.3 0.4
1
2
3
30 DPD
30 30
30 DPD 30 DPD
ECL
29 30 29 30
pept 2 pep® 2 pep 1 2 pep® 2
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) (204) (617)
391,635 389,941 1,227 467 (2,897) (2,785) (64) (48)
56,615 56,563 52 - (78) (78 - -
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 - -
DPD
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2021 2020
276,857 347,999
21,632 21,943
332,044 313,404
478,030 434,029
365,167 422,945
33,274 35,145
803,775 520,344
432,247 403,884
3,840,939 3,668,681
2,044,473 2,164,846
112,719 83,203
180,757 197,362
8,921,914 8,613,785
3,506,253 3,326,935
377,487 325,631
3,128,766 3,001,304
12 31 12,428,167 11,940,720

2021

72/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
PoCI
1.2
(i)
ECL
2021 ECL
ECL
ECL
ECL
2020 ECL
2021 HSBC
ECL

10

75 ECL
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2020

Covid-19
2022
2020 2021

GDP 2022 4.2
3.1

2022

Covid-19

2022

WTI1

12
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ECL

2021

2021

2022

62

11
70 80
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2022 2026
GDP
2022 3.1 5.3
2023 2.9 5.4
2024 2.6 5.1
2.7 5.1
2022 4.1 3.8
2023 3.6 3.7
2024 3.5 3.8
3.6 3.8
2022 3.4 0.3
2023 2.4 4.7
2024 2.0 4.9
2.6 3.5
2022 0.5 3.1
2023 1.1 3.2
2024 1.6 3.4
1.4 3.4
70.0 80.0
Covid-19
GDP 10.3 (4Q22) 11.8 (4Q22)
2.7 (4Q23) 3.5 (1Q23)
11.9 (4Q22) 8.2 (4Q22)
0.6 (1022) 3.2 (1Q22)
5.0 5.0

GDP
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2020 2021
Covid-19
GDP
Covid-19
GDP (1.0) (4Q22) 2.3 (4Q22)
5.6 (2022) 4.0 (2022)
(7.9) (4Q22) G-7) (022)
0.4 (1022) 2.9 (1022)
20.0 10.0
6DP
Covid-19

2022
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ooOoooOoo
GDP (8-2) (4Q22) (4.8) (4Q22)
6.1 (4Q22) 5.4 (4Q23)
7.7 (4Q22) (24.8) (4Q22)
1.3 (2022) 4.0 (2022)
5.0 5.0
GDP
Covid-19
15
25
HKFRS ECL 2021
2021 Covid-19
Covid-19
ECL

ECL
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ECL
ECL
LGD
PD LGD
HKFRS ECL
HKFRS
ECL

2021 12 31
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PD

ECL

LTV
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ECL
2021

PD
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ECL
HKFRS
2021 12 31 ECL
2021 12 31 ECL !
2 0.1 0.2) ©.1)
4.1 4.1
0.4) (0.4)
0.6 0.6
0.7 0.7
1.0 3.9 4.9
2020 12 31 ECL !
2 0.2 - 0.2
3.0 3.0
1.3 1.3
3 0.9 0.9
: 0.3 0.3
2.7 3.0 5.7
1 ECL
2 WPB
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2021 12 31
ECL
2021
ECL

2021 12 31
1.2

2020 12 31

2021 12 31
2020 12 31 2.7

ECL 0.6

0.9

ECL

100 ECL
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2020 12 31

ECL 0.7
ECL 0.4

2021

ECL
ECL

ECL
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3.9
ECL

ECL

0.9 ECL
ECL

1.0 ECL

2020 12 31 0.3

2020 12 31
ECL
ECL
ECL
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100

ECL

ECL

ECL

ECL
ECL
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1
HKFRS ECL
2021 12 31
ECL
ECL 5,981 1,162
ECL
5,085 881
3,712 281
7,674 1,684
ECL 14,575 6,286
1
HKFRS ECL
2020 12 31
ECL
ECL 3,675 897
3,009 718
1,638 217
5,208 1,954
10,568 8,979
1 EcL
ECL
2
2021 12 31 ECL
1
HKFRS ECL
ECL
ECL
2021 12 31
2,554 2,3% 1,884 2,802 4,198
1
HKFRS ECL
ECL
ECL
2020 12 31
2,959 2,822 2,711 3,043 4,153
1 ECL
2 ECL HKFRS

82/380



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
ECL
ECL ECL 12
CRR PD
poCI
ECL ECL ECL ECL ECL
2021

5,254,097 (4,978) 567,753  (6,781) 35,084  (17,739) 855 (362) 5,858,689 (29,860)

(82,216)  (1,758) 62,505 3,758 19,711 (2,000) - - - -

(790,973) 1,689 790,973 | | (1,689) - - - - - -

716,431 @.412)| | (16,430 | 3.412 - - - - - -

(9,067) 104 @4,911)| | 2,238 23,978 2,342) - - - -

1,393 (139) 2,874 (203) (4,267) 342 - - - -

ECL

- 1,686 - (2,347) - Qo7) - - - (768)
1,621,239 (1,183) - - - - 973 - 1,622,212 (1,183)

(1,086,986) 314 (120,885) 674 (5,745) 1,165 O) - (1,213,625) 2,153

(93,466) 1,078 19,540 87 2,332) 998 (263) 25 (76,521) 2,188
- 2,078 - (4,768) - (6,612) - 49 - (9,253)

ECL

- (126) - @) - 7 - - - (496)

- - - - (4,531) 4,531 - - (4,531) 4,531

- - - - ©73) - - - 973) -
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2021 12 31
ECL
ECL
HKFRS
HKFRS
FVOCI
ECL
2020
ECL
ECL
2020 12 31
ECL
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ooooooo
(23,231) ) 684 18 @r8) 65 2 ) (23,023) 54
43 1 - () 3 () - “5) 46 46)
5,589,480 (2,916) 529,597  (9,737) 41,639 (19,693) 1,558 (334) 6,162,274 (32,680)
(7,359)
1,011
(169)
(6,517)
2021 12 31
2021 12 31
ECL ECL
6,162,274 (32,680) (6,517)
2,114,301 (639) (184)
3,605 - -
N/A N/A 145
99,604 - -
8,379,784 (33,319) (6,556)
1,541,909 @121) 17
ECL N/A (33,440) (6,539)
POCI
ECL ECL ECL ECL ECL
5,383,650 (3,839) 331,700  (4,874) 16,775 (9,032) 1,152 (300) 5,733,278 (18,045)
(288,695)  (2,585) 259,962 4,322 28,733 (1,737) - - - -
(975,023) 2,504 975,023 | | (2,504) - - - - - -
702,624 (5,130) | (702,624)| | 5,130 - - - - - -
(17,478) 95 @4,362)| | 1,821 31,840 (1,916) - - - -
1,182 (54) 1,925 (125) (3,107) 179 - - - -
- 1,978 - (2,598) - (5,702) - - - (6,322)
1,422,036 (1,743) - - - - 2 - 1,422,038 1,743)
(1,093,254) 320 (182,195) 687 (4,244) 1,357 - - (1,279,693) 2,364
(235,616)  (1,037) 140,675 4 41 606 (293) 10 (95,193) 417)
- 1,501 - (6,709) - (9,339) - 1) - (14,618)
- 489 - 2,626 - 26 - - - 3,141
- - - - (6,064) 6,058 - - (6,064) 6,058
- - - - &) 2 - - &) 2
65,974 67) 17,610 (237) 744 14 ) @ 84,322 (291)
2 5 - @) 3 8 - - 5 11
5,254,097 (4,978) 567,753 (6,781) 35,984  (17,739) 855 (362) 5,858,689  (29,860)
(17,595)
733
(154)



HKFRS

ECL

HKFRS

HKFRS

FVOCI
ECL

2021 12 31
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ooooogd
(17,016)
2020 12 31
2020 12 31
ECL ECL
5,858,689 (29,860) (17,016)
1,869,268 (713) (452)
1,108 - -
N/A N/A 147
82,849 - -
7,811,914 (30,573) (17,615)
1,689,820 (167) (104)
ECL N/A (30,740) (17,719)
ECL
2,076,114 876,388 838,222 39,342 42,890 3,872,956 (32,017) 3,840,939
1,290,946 136,390 91,809 3,008 10,158 1,532,311 G.966)| [ 1,526,345
648,930 653,853 685,887 36,117 32,624 2,057,411 (25,706) 2,031,705
136,238 86,145 60,526 217 108 283,234 (345) 282,889
423,839 5,750 2,611 86 - 432,286 39 432,247
269,108 7,663 86 - - 276,857 - 276,857
21,632 - - - - 21,632 - 21,632
332,044 - - - - 332,044 - 332,044
530,900 144,373 128,502 - - 803,775 - 803,775
406,588 88,765 7,644 - - 502,997 (433) 502,564
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95,520 45,945 34,642 599 290 176,996 (206) 176,790
1,438,300 72,697 30,085 - - 1,541,082 (121) 1,540,961

HKFRS
389,531 65,272 21,676 518 1,033 478,030 - 478,030
25,738 2,386 900 - - 29,024 - 29,024
161,471 49,735 5,222 45 - 216,473 - 216,473
6,170,785 1,358,974 1,069,590 40,590 44,213 8,684,152 (32,816) 8,651,336

71 16 12 - 1 100
1,732,590 699,474 491,037 19,400 983 2,943,484 (580) 2,942,904
135,199 151,565 64,012 3,647 456 354,879 (204) 354,675
1,867,789 851,039 555,049 23,047 1,439 3,298,363 (784) 3,297,579
1
Fvocl
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
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Fvoci

POCI

POCI

POCI

POCI

POCI

2021 12 31
FvOCI

POCI
2021 12 31

Fvocl
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0ooooog
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
HKFRS
ECL
423,839 5,750 2,611 86 - 432,286 39 432,247
423,561 5,241 2,244 33 - 431,079 6) 431,043
278 509 367 53 - 1,207 ®) 1,204
2,076,114 876,388 838,222 39,342 42,800 3,872,956 (32,017) 3,840,939
2,034,725 732,858 577,785 4,066 - || 3,349,434 (2,603)| | 3,346,831
41,389 143,530 260,437 35,276 - 480,632 (9,426) 471,206
- - - - 41,332 41,332 (19,654) 21,678
- - - - 1,558 1,558 (334) 1,224
1,655,792 286,746 170,874 599 200 2,114,301 (639) 2,113,662
1,651,199 278,343 163,190 115 - || 2,092,847 @82)| | 2,092,365
4,503 8,403 7,684 484 - 21,164 (140) 21,024
- - - - 289 289 Qan 272
- - - - 1 1 - 1
1,347,783 311,803 162,448 4,030 2711 1,826,335 (s80) 1,825,755
1,344,540 297,202 138,722 1,889 - || 1,782,353 @60)| | 1,782,003
3,243 14,601 23,726 2,141 - 43,711 (295) 43,416
- - - - n 271 (25) 246
11,350 12,188 9,883 841 40 34,302 44) 34,258
11,127 10,890 8,038 159 - 30,214 ) 30,200
223 1,298 1,845 682 - 4,048 14 4,034
- - - - 40 40 @16) 24
5,514,878 1,492,875 1,184,038 44,898 43,491 8,280,180 (33,319) 8,246,861
1,438,161 72,697 30,085 - - || 1,540,943 Q2| | 1,540,822
139 - - - - 139 - 139
1,438,300 72,697 30,085 - - 1,541,082 (121) 1,540,961
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POCI

POCI

POCI

POCI

POCI
2020 12 31
FVOCI

POCI
2020 12 31

Fvocl

2021

CRE
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ECL
393,732 8,441 1,650 85 - 403,908 4) 403,884
392,766 7,082 1,408 - - 401,256 (19) 401,237
966 1,359 242 85 - 2,652 ) 2,647
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 -1 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
- - - - 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 @52 [ 1,853,702
4,268 2,582 7,369 615 - 14,834 (221) 14,613
- - - - 279 279 (40) 239
- - - - 1 1 - 1
1,270,557 328,523 122,817 3,883 183 1,725,963 (825) 1,725,138
1,269,249 307,836 98,578 1,579 -1 1,677,242 G| [ 1,676,728
1,308 20,687 24,239 2,304 - 48,538 (281) 48,257
- - - - 183 183 (30) 153
7,694 12,634 10,896 1,084 50 32,358 (124) 32,234
7,272 11,095 7,374 45 - 25,786 (51) 25,735
422 1,539 3,522 1,039 - 6,522 (56) 6,466
- - - - 50 50 an 33
5,077,874 1,477,412 1,090,376 46,283 37,120 7,729,065 (30,573) 7,698,492
1,578,971 69,886 30,197 - - || 1.679,054 aen| | 1,678,887
50 24 - - - 74 - 74
1,579,021 69,910 30,197 - - 1,679,128 (167) 1,678,961
12 31 CRE
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1
77,229 53,116 658 131,003
2
13,624 18,533 127 32,284
CRE
2021 12 31 90,853 71,649 785 163,287
CRE

27,630 30,141 239 58,010

20,681 18,357 - 39,038

26,384 22,263 546 49,193

12,245 94 - 12,339

3,913 794 - 4,707
2021 12 31 90,853 71,649 785 163,287
ECL 4,371 379 15 4,765
1
2
2021 12 31

Tier
89
2021 12 31
4,371
ECL
90
180
90
Covid-19
2021 12 31
HSBC
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2021 12 31

12 31 19.9

2020 12 31 91.8

2021 12 31

HSBC

HSBC

HSBC

HSBC
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0000000
10.5 2020
67.3
2021 12 31 2020 12 31
- 8 8 - 6 6
- 5,284 5,284 - 7,518 7,518
- 33 33 - 37 37
- 4,455 4,455 - 2,818 2,818
- - - 3 - 3
448 23 471 8,713 128 8,841
- 2 2 1 5 6
267 35 302 582 196 778
- 8 8 3 6 9
448 5,307 5,755 8,713 7,646 16,359
- 35 35 1 42 43
267 4,490 4,757 582 3,014 3,59
0.1 1.3 0.5 1.2 2.0 1.5
0.1 4.2 1.3 0.2 2.7 1.0
2021 12 31 2020 12 31
1 1 2 3 - 3
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22,671 5,152 27,823 82,356 5,178 87,534
HSBC
HSBC 5 1 6 - - -
HSBC
35,958 3,497 39,455 1 4,295 4,296
HSBC
6 2 8 3 - 3
58,629 8,649 67,278 82,357 9,473 91,830
HSBC
4.1 0.9 2.9 5.9 1.1 4.1
500
ECL
Covid-19
Covid-19
HKMA 2021 21 SME
2022 HKMA
2021 11 2022
90
12
HSBC
2020 Covid-19
2021
2021 11 15
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LTV

CDS

CDS
CDS

CDS
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LTV
LTV
2021 2020
ECL ECL
1,201,044 0.0 1,124,513 0.0
LTV
70 1,004,531 0.0 940,033 0.0
71 90 169,824 0.0 148,242 0.0
91 100 26,689 0.0 36,238 0.0
) 256 0.0 2,852 0.0
A 242 2,762
1,201,300 0.0 1,127,365 0.0
23,758 0.4 26,554 0.6
LTV
70 20,691 0.3 22,045 0.4
71 90 2,860 1.0 4,059 1.4
01 100 207 2.4 450 2.0
®) 28 3.6 116 3.4
B 23 111
23,786 0.4 26,670 0.6
5,113 5.2 4,556 6.4
LTV
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70 4,153 4.5 3,185 4.7
71 9 827 7.7 1,245 8.8
91 100 133 14.3 126 25.4
© 104 29.8 119 52.1
c 91 103
5,217 5.7 4,675 7.5
12 31 1,230,303 0.0 1,158,710 0.1
2021 2020
ECL ECL
268,397 0.0 303,890 0.0
315,939 0.1 321,650 0.1
®) 14,260 0.1 20,941 0.3
A 7,790 12,163
598,596 0.0 646,481 0.1
68,871 5.8 23,644 0.1
69,438 0.7 73,991 0.6
(®) 7,626 2.2 3,002 1.3
B 3,159 1,315
145,935 3.2 100,727 0.5
1,541 35.8 - -
3,085 11.3 298 6.4
© 21 33.3 - -
c 14 -
4,647 19.5 298 6.4
POCI
764 - - -
© - - - -
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D - -
764 - - -
12 31 749,942 0.8 747,506 0.1
CRR 10
2021 2020
ECL ECL

2,044,385 0.0 1,918,586 0.1
431,547 0.1 398,232 0.1
Q)] 262,118 0.0 242,375 0.1

A 108, 645 103,582
2,738,050 0.0 2,559,193 0.1
314,470 0.4 294,547 0.4
113,991 0.7 129,799 0.9
(B) 37,862 0.4 40,104 1.1

B 15,205 19,214
466,323 0.4 464,450 0.6
17,171 80.2 16,948 75.1
2,551 17.3 3,555 18.4
© 7,621 36.8 7,753 31.8

c 4,102 4,171
27,343 62.2 28,256 56.1

POCI

351 47.6 506 36.4
442 37.8 348 51.4
® - - - -

D - -
793 42.1 854 42.5
12 31 3,232,509 0.6 3,052,753 0.7
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ABS ABS
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CVA

96/380



2021

2021
IRRBB

RC

ALCO

RMM

ALCO

ALCO

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
ICAAP
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ILM LCR

NSFR 2021
SFX

SFX
ALCO

RMM

HSBC
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0Cl
RWA
10

2021 12 31

221,207 271,421

10,224 79,731
2020 12 31

210,707 250,116

0Cl
oCl
2022
ILAAP ILAAP
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ILAAP
ILAAP
ALCO
ILAAP
1LAAP
ALCO RMM
LCR NSFR
LM LCR NSFR 2021

LCR

NSFR

LM
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LCR
LCR
LCR
1SDA CSA
2021
BLR 11( ) LCR NSFR
LCR NSFR 100
LCR
2021 2020
12 31 12 31
LCR 154.3 172.1
2021 LCR
2020 12 31 172.1 17.8
2021 12 31 154.3
LCR HQLA BLR
HQLA
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2021 2020

12 31 1231
1,767,933 1,870,016
2A 79,368 78,515
28 64,106 34,468
1,911,407 1,982,999

NSFR

2021 2020

12 31 1231
151.9 159.3

NSFR
12 31 159.3 7.4
151.9
NSFR
NI
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NI

NI

EVE

NI EVE

EVE
EVE EVE

HSBC
HSBC

HSBC

200
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2021
2021
1
2
MSS GBM MSS GB GBM ALCM™ CMB
WPB
VaR VaR
1

2 ALCH

103/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

ALCO

VaR

VaR
VaR VaR

VaR VaR

99

VaR

VaR

VaR

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

VaR
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VaR
VaR

250

VaR

VaR

2021

2021

Covid-19

2021

2021

2021

2021
VaR

VaR
VaR 2021 12 31
VaR 2020 12 31
VaR
VaR

99
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2021 12 31
36 135 60 31 74) 188
49 158 77 34 177
78 218 108 62 241
2020 12 31
50 130 62 45 (143) 144
48 140 62 49 172
96 250 118 106 251
1
2
VaR VaR
3 VaR
2021
2021
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Covid-19

2021

2021

2021 HSBC

108/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2020
2021

RMM

2021

2021
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HSBC

2021

2021
the Business
2021

Al

2021
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2021
2012 12 2013
2020 FCA
FRB
HSBC
AML
FCA 166 FRB
2020
HSBC FCA 2020
2021 FRB
2021 2021 FCA
FRB 2021 11
FCA 2020
2021
2021

2021
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IRB
MM
IMA HKMA

1BOR

Covid-19

2020

2022

2020 2021
MRC
MRC
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HSBC

HSBC

WPB CmB

2021
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2021
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1CAAP
ORSA

DPF

ALCO
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91 2020
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2021 12 31
637,317 37,382 46,971 721,670
160,555 35,906 457 196,918
631 6 3 640
432,733 479 37,734 470,946
5,780 - 502 6,372
1
37,618 991 8,185 46,794
28,874 6 - 28,880
2
PVIF - - 63,765 63,765
13,626 4 5,304 18,934
679,817 37,392 116,040 833,249
28,307 7,030 - 35,427
608,590 29,645 - 638,235
3
9 - 10,579 10,588
- - 35,269 35,269
636,996 36,675 45,848 719,519
- - 113,730 113,730
636,996 36,675 159,578 833,249
2020 12 31
577,666 42,621 40,776 661,063
129,597 41,366 384 171,347
1,323 20 3 1,346
410,169 222 34,824 445,215
4,971 - 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
618,387 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
1
2 PVIF
3 PVIF
4 HSBC
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DPF
DPF
PVIF
PVIF
2021 12 31 2020 12 31
+100 (1,257) (2,036) (1,673) (2,283)
-100 1,201 1,980 1,613 2,223
10 2,388 2,388 2,167 2,167
10 (2,426) (2,426) (2,183) (2,183)
10 635 635 673 673
10 (635) (635) (673) (673)

117/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

100 2020 100

2021 12 31

2021 12 31
2021 12 31 2020
26
15 15
2021 12 31
53,008 187,589 324,654 662,058 1,227,399
8,073 14,353 14,852 8,115 45,393
61,171 201,942 339,506 670,173 1,272,792
2020 12 31
47,444 168,811 311,975 517,761 1,045,991
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8,558 18,308 14,708 9,162 50,736
56,002 187,119 326,683 526,923 1,096,727

2020 12 31
2021 2020
12 31
10 (637) (613)
10 650 629
10 (606) (575)
10 680 676
10 (368) (352)
10 359 360
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2021
2021 3,633
86,563
(GBM-
1 1 1,2 2 3 2
)
2021 12 31
50,632 29,106 15,070 3,407 (2,640) 2,448 98,113
/
23,827 9,828 5,746 5,730 243 78) 45,296
22,195 3,551 39 19,363 214 513 45,875
956 368 - - - 343 1,667
/
58,645 3,499 - - “22) - 61,722
202 39 287 1,113 599 @s7) 2,033
156,457 46,391 21,092 29,703 (2,006) 3,069 254,706
(72,658) @3,743) - - 353 - (76,048)
83,799 42,648 21,092 29,703 (1,653) 3,069 178,658
80,570 43,398 20,539 29,644 @.2849) 6,791 178,658
3,229 750) 553 59 631 (3.722) -
Q@,224) (3,295) (,013) 10) ® 9 (6,539)
82,575 39,353 19,079 29,693 (1,659) 3,078 172,119
(49,429) (20,839) (10,152) (14,629) (7,332) (2,495) (104,876)
38,146 18,514 8,927 15,064 (8,991) 583 67,243
187 - - - 19,183 - 19,320
33,283 18,514 8,927 15,064 10,192 583 86,563
2021 12
31
1,544,449 1,315,961 927,542 49,887 1,540 1,560 3,840,939
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3,407,789 1,659,464 891,994 211,621 28 6,286 6,177,182
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(GBM-
1 1 1,2 2 3 2
)
2020 12 31
59,783 34,192 16,993 3,389 (5,357) 2,513 111,513
/
22,174 9,002 5,382 4,973 162 23) 41,670
18,927 2,985 (140) 20,544 2,067 884 45,267
772 450 - - @15) 417 1,624
/
58,261 3,627 - - (325) - 61,563
5,056 66 303 1,250 (372) (691) 5,612
164,973 50,322 22,538 30,156 (3,840) 3,100 267,249
(74,394) (3,700) - - 183 - (77,911)
90,579 46,622 22,538 30,156 (3,657) 3,100 189,338
77,669 49,975 25,868 33,633 (4,711) 6,904 189,338
12,910 (3,353) (3,330) (3,477) 1,054 (3,804) -
(4,441) (12,145) (1,089) 16) ®) (23) (17,719)
86,138 34,477 21,449 30,140 (3,662) 3,077 171,619
(47,292) (19,391) (9,261) (12,317) (5,132) (2,435) (95,828)
38,846 15,086 12,188 17,823 (8,794) 642 75,791
6 - - - 14,399 - 14,405
38,852 15,086 12,188 17,823 5,605 642 90,196
2020 12
31
1,463,558 1,206,857 966,765 24,998 3,402 3,101 3,668,681
3,333,360 1,472,646 899,564 204,431 449 946 5,911,396
1 2021 chB
B wPB
2 2021 GBM
GB MSS GMB-
GBM GBM-
3
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2021 GBM

GB
GBM-
GBM-
GB
GB MSS
GBM
2021
10,680
9,048
2021 58.7
13,400
15,010 13
3,626
3,114

5,052 38
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GBM-
GB MSS
MSS GB

GB

2020
86,563 3,633
12
WPB
2020
608
WPB
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3,813
12
159
3,579 64
PVIF 2020
PVIF
PVIF
1,863
PVIF
11,180 63
CMB 2020 2019 Covid-19
WPB
CMB WPB GB
9,048
7,719
4,915 34
3,857
25

)
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15,010

291

NIM
bps

13,400

13
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2021 2020
98,113 111,513
7,173,973 6,882,970
1.32 1.53
0.05 0.09
1.37 1.62

12
25

2021 2020
16,527 15,654
(3,617) (2,923)
18,036 13,812
62,135 61,874
(1,294) 3,840
719 (364)
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92,506 91,893
(76,361) (78,093)
16,145 13,800
(216) (440)
15,929 13,360
(3,464) (2,595)
12,465 10,765
137 6
12,602 10,771
19,136 15,749
4,135 4,092

2020
1,831 17
PVIF
3,387 22
2020
Covid-19
2020 12 31
2021 12 31
175 13
188
77
62

37
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2021 1.11 2020 0.99
2021 0.18 2020 0.44
2021 12 31 BoCom
14
BoCom
BoCom
266 6,177
62.2 2020 62.1
11 2021 12 31 857
27
)
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2021 12 31 95,181
2020 12 31 89,968
15
2021 12 31 129,827
2020 12 31 128,537
16
2021 12 31 269,743
2020 12 31 288,610

17
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)
2022 31
Q) O Q)
46,440,991,798
0
0
2022 31
)
46,440,991,798
0
0
46,440,991,798
2021 12 31
46,440,991,798 172,335
116,103 56,232
2021 12 31
)
)
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) )
2017 28 45,743,491,798 114,358,729,495.00| 726 000.000.00" | 4-520,000,000.00
2017 24 697,500,000 46,440,991,798 1.743.750 000_002 116,102,479,495.00 4,520,000,000.00
2018 11 20 46,440,991,798 116,102,479,495.00| » e25 000 000.00°| 7»1985000,000.00
(@D) (@D)
2017 28 (775,000,000)( 2,478,000,000 (775,000,000_00)1 2,478,000,000.00
2018 11 20 (2,478,000,000) 0 (2,478,000,000.00)3 0
(@) (@D)
2018 11 20 (200,000,000) 0 (200,000,000.00)3 0
2017 28 775
2017 24 698 2.5

2,478 2018 12 31

200 2018 12 31

130/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2022 31

(@)

46,440,991,798 100
)
2021
HSBC
HKMA
CG-1

SPM CG-1 2021
HSBC

2022
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2021

2021 11

ALCO
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2021 10

2021 10

2021

ALCO

2021
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HKMA

2021

2021
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HKMA CG-5
2021
2021
2020 2021
2021 MRT
2021

HKMA
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HKMA
( )
2020
2021 12 31
PwC 2022
PwC

10

23

CG-5

2021
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2005

2021
HSBC

2021

37 2005 HSBC

2021
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2021
2017 10
2010
HKMA
2005 2007
HKMA
1993 2005
HKMA
2021 26
2020 10
2020 10
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1992 26

2021 10

2016

2000 HSBC
1996
1992
2020 11 20
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2013 10

2022 11

APAC

APAC
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)

2015 2021 PwC 2021

PwC
)
)
a
163 152

b

c

d
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2021 12 31
38
59 131
2022 22

193

b.
2022 UFJ
16.66
2021 Annual
Report and Accounts 2021
2021 2021
1.1(d)

Annual Report and

Accounts 2021
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12 31
2021 2020
2a 98,113 1,634,563 111,513 1,857,807
121,382 2,022,224 147,376 2,455,284
(23,269) (387,662) (35,863) (597,478)
2b 45,296 754,631 41,670 694,222
57,819 963,265 52,370 872,484
(12,523) (208,633) (10,700) (178,262)
2c 28,359 472,461 32,172 535,986
2c 18,180 302,879 13,128 218,712
2c (639) (10,646) @any (2,849)
2c (25) 17 138 2,299
1,667 27,772 1,624 27,056
3 61,722 1,028,289 61,563 1,025,640
2d 2,033 33,870 5,612 93,496
254,706 4,243,402 267,249 4,452,368
3 (76,048) (1,266,960) (77,911) (1,297,997)
178,658 2,976,442 189,338 3,154,371
2e (6.539) (108,940) (17,719) (295,199)
172,119 2,867,503 171,619 2,859,173
4 (39,261) (654,088) (36,183) (602,809)
of (52,327) (871,768) (46,304) (771,425)
2g (8,891) (148,124) (9,405) (156,687)
(4,397) (73,254) (3,936) (65,574)
(104,876) (1,747,234) (95,828) (1,596,494)
67,243 1,120,268 75,791 1,262,678
19,320 321,871 14,405 239,987
86,563 1,442,140 90,196 1,502,665
5 (14,015) (233,490) (14,505) (241,653)
72,548 1,208,650 75,691 1,261,012
64,633 1,076,786 66,997 1,116,170
2,715 45,232 2,450 40,817
5,200 86,632 6,244 104,025
72,548 1,208,650 75,691 1,261,012
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12 31
2021 2020
72,548 1,208,650 75,691 1,261,012
(4,009) (66,790) 2,238 37,285
(3,907) (65,091) 4,642 77,336
(1,276) (21,258) (1,648) (27,456)
an (283) 112 1,866
1,191 19,842 (868) (14,461)
(700) (11,662) 969 16,144
7,038 117,253 (4,393) (73,187)
(7,850) (130,781) 5,551 92,480
112 1,866 (189) (3,149)
596 9,929 (726) (12,095)
3,973 66,190 17,891 298,064
4,711 79,485 (5,774) (96,195)
5,643 94,012 (6,914) (115,187)
872) (14,528) 1,140 18,992
(3,480) (57,977) 1,647 27,439
(3,478) (57,943) 1,654 27,556
@ 33) @) 117
522 8,697 257 4,282
631 10,512 320 5,331
(109) (1,816) (63) (1,050)
724 12,062 (315) (5,248)
885 14,744 (384) (6,397)
(161) (2,682) 69 1,150
2,397 39,934 16,187 269,675
74,945 1,248,584 91,878 1,530,687
67,148 1,118,686 82,738 1,378,415
2,715 45,232 2,450 40,817
5,082 84,666 6,690 111,455
74,945 1,248,584 91,878 1,530,687
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12 31
2021 2020
276,857 4,612,438 347,999 5,797,663
21,632 360,389 21,943 365,570
332,044 5,531,853 313,404 5,221,311
7 777,450 12,952,317 600,414 10,002,897
8 365,167 6,083,682 422,945 7,046,264
9 202,399 3,371,967 178,960 2,981,474
803,775 13,390,892 520,344 8,668,931
432,247 7,201,235 403,884 6,728,707
10 3,840,939 63,990,044 3,668,681 61,120,225
11 2,051,575 34,179,240 2,175,432 36,242,697
32 112,719 1,877,899 83,203 1,386,162
14 188,485 3,140,160 168,754 2,811,442
15 95,181 1,585,715 89,968 1,498,867
16 129,827 2,162,918 128,537 2,141,426
5 3,353 55,861 3,325 55,395
17 269,743 4,493,918 288,610 4,808,243
9,903,393 164,990,527 9,416,403 156,877,274
332,044 5,531,853 313,404 5,221,311
25,701 428,179 25,699 428,145
255,374 4,254,531 136,157 2,268,376
280,310 4,669,965 248,628 4,142,142
18 6,177,182 102,911,852 5,911,396 98,483,857
19 92,723 1,544,765 60,812 1,013,128
8 355,791 5,927,478 428,211 7,133,995
20 138,965 2,315,157 167,013 2,782,437
21 67,364 1,122,284 79,419 1,323,121
4 1,890 31,487 2,701 44,999
32 356,233 5,934,842 296,308 4,936,491
22 219,206 3,651,972 215,987 3,598,343
3 638,145 10,631,496 581,406 9,686,224
2,378 39,617 2,669 44,466
5 32,522 541,817 30,997 516,410
23 4,054 67,540 4,065 67,723
8,979,882 149,604,834 8,504,872 141,691,168
24 172,335 2,871,101 172,335 2,871,101

147/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooOooood
25 44,615 743,286 44,615 743,286
151,804 2,529,055 149,500 2,490,670
488,055 8,130,996 478,903 7,978,524
856,809 14,274,438 845,353 14,083,581
66,702 1,111,255 66,178 1,102,525
923,511 15,385,693 911,531 15,186,106
9,903,393 164,990,527 9,416,403 156,877,274
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12 31
2021 2020

86,563 1,442,140 90,196 1,502,665
13,288 221,378 13,341 222,261
(1,890) (31,487) (567) (9,446)
(19,320) (321,871) (14,405) (239,987)
[0)) 67) 70 1,166
7,549 125,766 18,452 307,410
607 10,113 114 1,899
913 15,211 735 12,245
5,416 90,231 (3.896) (64,907)
8,024 133,680 (22,323) (371,901)
(159,767) (2.661,718) (10,696) (178,195)
(172,484) (2,873,583) 11,959 199,237
(174,643) (2,909,552) (60,741) (1,011,945)
(23,439) (390,494) (25,449) (423,980)
43,706 728,142 (119,373) (1,988,754)
297,468 4,955,817 547,781 9,126,031
119,217 1,986,155 29,761 495,818
(12,055) (200, 836) (27,514) (458, 383)
(28,048) (467,280) 6,722 111,989
129,710 2,160,969 42,517 708,333
5,525 92,047 5,053 84,183
(356) (5,931) (602) (10,029)
(12,648) (210,716) (25,466) (424,264)
113,332 1,888,111 455,669 7,501,446
(1,233,472) (20,549, 644) (875,648) (14,588,296)
1,193,780 19,888,375 823,410 13,718,011
(2.718) (45,282) (3.768) (62,775)
9% 1,599 72 1,200
2,267 37,768 6,284 104,691
(10,835) (180,511) (7,331) (122,134)
- - 69 1,150
@13) @11 - -
(50, 895) (847,911) (56,912) (948,154)
57,764 962,348 - -
(24,102) (401,539) - i
(63,523) (1,058,293) (59,121) (984,956)
(29,861) (497,484) (59,121) (984,956)
32,576 542,716 339,636 5,658,336
1,047,807 17,456,465 677,664 11,289,882
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133,964
26,553
5,592 93,163
1
2021
22021 12 31
2,491,753
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(25,299) (421,481) 30,507 508,247
2 1,055,084 17,577,699 1,047,807 17,456,465
276,857 4,612,438 347,999 5,797,663
21,632 360,389 21,943 365,570
326,691 5,442,672 286,356 4,770,691
34,580 576,103 43,570 725,876
306,241 5,101,975 186,599 3,108,739
114,784 1,912,301 187,039 3,116,070
(25,701) (428,179) (25,699) (428,145)
2 1,055,084 17,577,699 1,047,807 17,456,465
2,231,840 2020 160,120 2,667,599
442,373 2020 46,104 768,093
2020 3,946 65,740
494 8,230 2020 303 5,048
7,768 129,415 2020 8,261 137,628
128,756 2,145,075 2020 149,565
67,340 1,121,884 2020 71,049 1,183,676
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2021 12 31
Fvocl
1 2

172,335 44,615 478,903 63,793 9,883 m (10,688) 85,740 845,353 66,178 911,531
67,348 67,348 5,200 72,548

1,160 4,359 (5,992) (619) 3,558 49 2,515 (18) 2,307
3.775) (3.,775) (234), (4,009)
(2,737) (2,737)| 743) (3,480)|
(619), (619), @) (700))

521 521 1 522

4,359 4,359 412 4,71

612 612 112 724

27 520 49 596 596

3,558 3,558 415 3,973

68,508 4,359 (5.992) (619) 3,558 49 69,863 5,082 74,945

(59,105) (59.105) (4.418) (63.523)

131 @73) “2) @ “4)

(382) (3.162) @) 4,306 740 (138) 602

172,335 44,615 488,055 64,990 3,869 153 (7.130) 89,922 856,809 66,702 923,511
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2021 12 31
Fvocl
2
2021

7.978.524 1,062,791 164,651 12,862 (178,062) 1,428,428 14,083,581 1,102,525 15,186,106

1,122,018 1,122,018 86,632 1,208,650

19,326 72,621 (99,827)  (10,313) 59,276 816 41,900 (1.966) 39,934
(62,892) (62,892) (3,898) (66,790)
(45,598) (45,598) (12,378) (57.977)

(10,313) (10,313) (1,349) (11,662)|

8,680 8,680 17 8,697

72,621 72,621 6,864 79,485

10,196 10,196 1,866 12,062

450 8,663 816 9,929 9,929

59,276 59,276 6,914 66,190

1,141,343 72,621 (99,827)  (10,313) 59,276 816 1,163,918 84,666 1,248,584

(984,689) (984,689) (73,604)  (1,058,293)

2,182 (2,882) 700) (33) (@733)

. (6.364) (52,679) 367) 71,738 12,328 (2.299) 10,029

2021 12 31

8,130,996 1,082,733 64,458 2,549 (118,786) 1,498,101 14,274,438 1,111,255 15,385,693
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2020 12 31
Fvocl
1 2
2020 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
/
(98) (5,286) 2,921 876 17,430 (102) 15,741 446 16,187
2,203 2,203 35 2,238
1,299 1,299 348 1,647
876 876 93 969
257 257 257
(5,286) (5,286) (488) (5,774)
/
(312) (312) ®) (315),
(43) (581), (102) (726) (726)
17,430 17,430 461 17,891
/
69,349 (5,286) 2,921 876 17,430 (102) 85,188 6,690 91,878
3 (54,268) (54,268) (4,853) (59,121)
120 213 333 12 345
. 927) (2,934) 3 3,280 (578) (274) (852)
2020 12 31 172,335 44,615 478,903 63,793 9,883 772 (10,688) 85,740 845,353 66,178 911,531
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2020 12 31
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2020 12 31
FVoCI
1 2

2,871,101 743,286 7,740,719 1,199,737 115,937 (1,733)  (468,446) 1,371,934 13,572,535 1,076,286 14,648,821
1,156,987 1,156,987 104,025 1,261,012

(1,633) (88,065) 48,664 14,594 290,384 (1,699) 262,245 7,430 269,675

36,702 36,702 583 37,285

21,641 21,641 5,798 27,439

14,594 14,594 1,549 16,144

4,282 4,282 4,282

(88,065), (88,065) (8,130) (96,195),

(5,198) (5,198) (50) (5,248)

(716) (9,679) (1,699) (12,095) (12,095)

290,384 290,384 7,680 298,064

1,155,354 (88,065) 48,664 14,594 290,384 (1,699) 1,419,232 111,455 1,530,687
(904,105) (904,105) (80,851) (984,956)

1,999 3,549 5,548 200 5,748
(15,444) (48,880) 50 54,645 (9,629) (4,565) (14,194)

2,871,101 743,286 7,978,524 1,062,791 164,651 12,862 (178,062) 1,428,428 14,083,581 1,102,525 15,186,106
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1.1
€©)

HKICPA
HKFRS

622

2021 12 31
2021

(®)
HKFRS

HK1CPA 2022 2023 HKFRS

HKFRS
HKFRS 17

2018 HKFRS 17 2020 10

HKFRS 17 2023
HKFRS 17

1.2(4)

HKFRS 17 ( PVIF )
CSM

HKFRS 17
PVIF CSM PVIF HKFRS 17
HKFRS

HKFRS 17

CSM

HKFRS 17 CSM
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@
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10
IBOR 20
29 59
62 66
51 54
©

1.2
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(i) FVOCI

ECL
FVOCI
12 12
ECL 12
ECL

ECL ECL
12 ECL
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180
90

ECL
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PD

0.1 1.2

15bps

2.1 3.3

30bps

CRR 3.3

HKFRS

PD
CRR

CRR

PD
PD

PD

TTC PD TTC
CRR

CRR

0.1

1.1 4.2

4.3 5.1

5.2 7.1

7.2 8.2

8.3

CRR 23

PD

ECL

30

12 PD PD 12
PD

12 PD
30 12 PD

PD

PD
PD PD

12

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

12 ECL 12 PD LGD EAD ECL

PD 12 PD PD 12

EAD

LGD
EAD
IRB
HKFRS
HKFRS
PD
PD PD
90
90

EAD
LGD LGD LGD

LGD
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12 PD PD
12 PD PD
CRR
ECL DCF
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ECL ECL 12
ECL
ECL
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ECL
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35 39 ECL
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@
2021 2020
315 220
106,916 127,178
FVOCI 14,461 20,167
(20,907) (33,135)
()
1, GBM-
1 1 2 2 3 2
809 929 367 70 - - 2,175
5,927 639 16 2,028 - - 8,610
7,559 207 40 - - - 7,806
409 1,371 1,304 62 - - 3,146
5,477 69 - 869 - - 6,415
/ - 2,462 594 - - - 3,056
7,373 176 1 - - - 7,550
1 1 869 683 - - 1,554
255 1,843 715 - - - 2,813
976 50 47 3,414 - - 4,487
1,326 114 1 - - - 1,441
2,329 2,675 2,497 3,413 (2.156) 8 8,766
32,441 10,536 6,451 10,539 (2,156) 8 57,819
(8,614) (708) (705) (4,809) 2,399 (86) (12,523)
2021 12 31
23,827 9,828 5,746 5,730 243 78) 45,296
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1, GBM-
1 1 2 2 3 2
864 864 297 62 3 8 2,098
5,071 677 8 1,788 - - 7,544
6,732 171 35 - 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 1 838 683 12) - 1,511
290 1,630 697 - 18) - 2,599
942 53 70 2,928 - - 3,993
1,308 107 1 - - - 1,416
2,312 2,363 2,288 3,263 (2,121) 15 8,120
29,333 9,589 6,165 9,406 (2,146) 23 52,370
(7.159) (587) (783) (4,433) 2,308 (46) (10,700)
2020 12 31
22,174 9,002 5,382 4,973 162 ©23) 41,670
1 2021 o8
] P8
2 2021 GBM
6B "ss
GBM- GBI GBM-
31
3
2021 2020
9,742 9,373
15,173 13,850
(5.431) (4,477)
11,242 9,745
12,801 11,012
(1,559) (1,267)
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2021

29,888 35,141
(1,529) (2,969)
28,359 32,172
17,837 15,873
343 (2,745)

18,180 13,128
(639) a7

(25) 138

45,875 45,267

2021

(1,294) 3,840
277 (996)

(€D) (61)

4 (70)

393 370

198 165

2,509 2,364

2,033 5,612

77 2020 52
136
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2021 2020
7,055 16,509
8,065 17,242
(1,010) (733)
(683) 654
167 556
6,539 17,719
2021 0.18 2020
2021 2020
2,867 2,804
2,417 1,959
47,043 41,541
52,327 46,304
32
37

2020
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@
2021 2020

6,019 6,059

2,872 3,346

12 31 8,891 9,405
®

152 2020 163

62,937 2,398 65,335

(3.594) (19) (3.613)

2021 12 31 59,343 2,379 61,722

61,979 1,603 63,672

(2,091) (18) (2,109)

2020 12 31 59,888 1,675 61,563
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78,159 1,898 80,057
18,573 6,735 25,308
59,586 (4,837) 54,749
(4,013) 4 (4,009)
(2,048) (39) (2,087)
(1,965) 43 (1,922)
2021 12 31 74,146 1,902 76,048
74,810 5,594 80,404
25,876 5,990 31,866
48,934 (396) 48,538
(2,459) (34) (2,493)
(2,773) (50) (2,823)
314 16 330

2020 12 31 72,351 5,560 77,911
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Ooooood
2021 2020
2 2
547,058 (25,361) 521,697 494,181 (26,247) 467,934
(18,573) 2,048 (16,525) (25,876) 2,773 (23,103)
78,159 (4,013) 74,146 74,810 (2,459) 72,351
1,856 (35) 1,821 3,943 572 4,515
608,500 (27,361) 581,139 547,058 (25,361) 521,697
34,348 [0 34,344 34,579 (35) 34,544
(6,735) 39 (6,696) (5,990) 50 (5,940)
1,898 4 1,902 5,594 (34) 5,560
134 4 ) 165 15 180
29,645 ®) 29,640 34,348 ) 34,344
638,145 (27,366) 610,779 581,406 (25,365) 556,041
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2021 2020

35,736 33,367
1,344 893

2,181 1,923

1,651 1,528

530 395

39,261 36,183

951 2020 694
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/
2021 1 1 10,453 (13,140) (2,687)
- (475) (475)
- (492) (492)
- 17 17
79 (125) (46)
500 385 885
500 - 500
385 385
356 - 356
(1,340) 1,407 67
27 3 30
2021 12 31 10,075 (11,945) (1,870)
(1,890)
20
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)
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2020 12 31 10,453 (13,140) (2,687)
(2,701)
14
2021 12 31 2020 12 31
HSBC HSBC
10,075 10,075 257 10,453 10,453 219
1,232 1,232 1,547 1,547
5,676 5,676 5,562 5,562
2,490 2,490 2,838 2,838
1 677 677 257 506 506 219
HSBC LSRBS
HSBC ServCo
1999
75 25
ServCo
ServCo
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0000000
ServCo
2021 4,486 (5,330) (844) 4,288 (5,001) 713)
- 79 79 - an an
- | a) | | am | | - | ay | [ am |
22 (26) ® 2 24 ®
265 118 383 250 240 490
265 - 265 250 - 250
- 118 118 - 240 240
166 - 166 149 - 149
(585) 585 - (682) 682 -
70 ©3) 13) @D 83 2
2021 12 31 4,424 (4,915) 492) 3,945 (4,191) (246)
(491) (246)
2020 4,654 (5,252) (598) 4,445 (4,960) (515)
- (182) (182) - @7s) 175)
- a2 | | @y | | - | ary | | am |
80 (89) ©) 76 (84) ®)
114 (325) 211) 110 97) (187)
114 - 114 110 - 110
(325) (325) 97) 297)
183 - 183 174 - 174
(549) 549 . (484) 484 .
. 4 ) @n (33) 31 @
2020 12 31 4,486 (5,330) (844) 4,288 (5,001) (713)
(844) (713)
2022 160
ServCo 136
ServCo
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1
2022 2024 2025 2026 2027-2031
381 467 383 362 396 1,896
286 284 333 365 287 1,785
2020
2021 12 31 2020 12 31
HSBC HSBC
8,369 8,369 76 8,775 8,775 124
1,839 1,839 2,448 2,448
4,731 4,731 4,537 4,537
1,723 1,723 1,676 1,676
76 76 76 114 114 124
ServCo
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2020 12 31

0.25
0.25

131

26

2020 106

101
2020

32
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1.30 3.00
2020
0.50
HSBC
2021 2020 2021 2020
(158) (180) 162 185
160 182 @157) (178)
30 2020
2020 80
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1.2(m)

12 31

12 31

2021
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2021

oOoOooodn

2020

2020

12,489

14,279

5,719
(158)

7,151
(223)

7,316
(457)

7,668
(248)

1,526

226

1,209
9
308

(414)
36
604

14,015

14,505

2021

86,563

90,196

17,463

(3,186)

(3,181)
2,605
577

(353)

18,058
(2,523)
(3,291)

2,270

523

(532)

14,015

14,505
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2
102 - 1,294 2,676 - 3,088 7,160
(358) (10,662) - - (14,645) (9,167) (34,832)
2021 (256) (10, 662) 1,294 2,676 (14,645) (6,079) 27,672)
® 2 42 (75) @ 1) (133)
/
142) 232 286 80 524 (2,506) (1,526)
/ - - 1 [6)) (863) 1,025 162
2021 12 31 (404) (10,428) 1,539 2,680 (14,985) (7,571) (29,169)
1 176 - 1,557 2,680 - 2,106 6,519
1 (580) (10,428) (18) - (14,985) 9,677) (35,688)
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 19) 81 23 (52) 73 112
/
(113) (503) (63) 1,176 729 1,452) (226)
/ - - 14) @ 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)
1 3,353 2020 3,325
32,522 2020 30,997
2
5,523 2020 4,295
3,130
2020 3,969 733 2020 1,917
10
2021 2020
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0.47 21,665 0.58 27,026
0.26 12,211 0.13 5,814
0.24 11,153 0.19 8,915
0.24 11,361 0.22 10,063
1.12 56,390 1.12 51,818

2,715 2,450

59,105 54,268

2022 15 2021 12 31 0.23
10,584 2020 0.47

21,665 2021
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2021 2020
900 6.510 © 456 454
900 6.030 422 420
1,000 6.000 474 370
1,200 6.172 * 576 445
600 5.910 * 275 249
1,100 6.000 * 512 512
2,715 2,450

2019
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2021 2020
132,104 113,668
274,508 265,255
299,420 166,385
1 71,418 55,106
12 31 777,450 600,414
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17,721,333 74,732 155,110 3,401 158,511 150,034 523 150,557
30,392,783 218,885 368,523 4,321 372,844 372,342 1,406 373,748
845,058 18,611 18,611 14,800 14,800
413,340 3,446 3,446 4,437 4,437
146,377 1,884 1,884 2,378 2,378
49,518,891 293,617 547,574 7,722 555,296 543,991 1,929 545,920
(190,129) (190,129)
2021 12 31 365,167 355,791
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
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2021 12 31 99,608
(2020 192,048 )
Ibors HKFRS
20
9
2021 2020
241 241 94 200 294
12,847 11,066 23,913 14,400 8,455 22,855
169,125 169,125 143,815 143,815
1 9,120 9,120 11,996 11,996
12 31 12,847 189,552 202,399 14,494 164,466 178,960
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2021 2020
3,872,956 3,697,568
(32,017) (28,887)
12 31 3,840,939 3,668,681
NACE
2021 2020
1,167,487 1,097,760
89,005 86,735
275,819 267,852
1,532,311 1,452,347
635,217 638,560
428,785 394,624
410,033 379,853
111,388 97,204
471,988 489,737
2,057,411 1,999,978
283,234 245,243
12 31 3,872,956 3,697,568
1
2,447,799 2,357,375
1,425,157 1,340,193

195/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2021 2020
4,205 (1,213) 2,992 3,715 (811) 2,904
3,543 (1,051) 2,492 3,439 (678) 2,761
2,757 (912) 1,845 2,717 (554) 2,163
2,357 (762) 1,595 2,135 (475) 1,660
2,200 (647) 1,553 1,913 (415) 1,498
22,133 (3,203) 18,930 22,186 (3,014) 19,172
37,195 (7.788) 29,407 36,105 (5,947) 30,158
378) (392)
12 31 29,029 29,766
2021 2020

1,549,011 1,700,406

653,245 790,627

888,664 899,193

7,102 10,586

502,564 475,026

6,900 4,443

495,664 470,583

12 31 2,051,575 2,175,432
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2021 2020

6,540 189 9,826 157

420 3 413 3

142 6 347 6

12 31 7,102 198 10,586 166

2021 2020
57,631 46,846
3,211 1,830
30,975 28,307
134,747 76,913
47,453 17,608
75,951 86,240
12 31 349,968 257,744
275,815 210,185
85,162

2020 30,386
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2021 2020
135,994 124,663 85,715 77,322
44,171 282 18,946 35
180,165 124,945 104,661 77,357
2021 2020
1,134,296 709,091
377,117 128,783
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HSBC

HSBC

HSBC

HSBC

HSBC

31
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HSBC

62.14

100

100

100

100

100

100
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2021 2020
37.86 37.86
5,272 6,300
65,431 64,975
4,415 4,849
1,820,185 1,759,787
1,635,769 1,576,592
33,265 35,433
13,946 16,670
357) 1,079
13,589 17,749
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12 31

2021 12 31

BoCom
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ooooooo
2021 2020
184,402 164,767
4,141 4,011
(58) 24)
188,485 168,754
19.03
2021 12 31 66,579 2020 57,815
BoCom
BoCom BoCom BoCom
RES
RES BoCom HSBC
HKAS 28
BoCom
BoCom 10
VIU
2021 12 31
2021 12 31 2020 12 31
VIU VIU
193.0 184.8 66.6 169.3 165.4 57.8
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2020 12 31 VIU
VIU BoCom
BoCom
VIU
VIU
BoCom
VIU BoCom
VIU HKAS 36
VIU
BoCom
BoCom
CmMC
CMC
CMC
VIU
HKAS 36 VIU
2025 (2020
2025 2020
10.03 2020 11.37
CAPM
2020 10.9 11.9
9.9
CAPM
ECL
1.12 2020 0.98 1.22

202/380

VIU

BoCom

BoCom

cMc

VIU

CAPM

13.5

oOoOooodn
4.3
VIU
VIU
VIU
GDP
8.7 10.1
CAPM
2020 10.3 15.0
0.98

2025
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ooooooo
BoCom
ECL 0.97 2020 0.88
61.0 62.4 2020
61.0 62.0 ELC
2025 61.0 2020 61.0
BoCom
5.1 6.2 2020 3.5 6.7
BoCom BoCom
35.5 36.1 2020 36.3 36.8
BoCom
ETR BoCom
6.8 15.0 2020 7.8 16.5
2025 15.0 2020 16.8
OEDC/G20
CAR 12.5 2020 11.5 Tier
9.5 2020 9.5 BoCom
CAR 2021 BoCom 11.5 12.5
VIU
26
22
34
183
37
102
301
37

Tier 193
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VIU
VIU
ViU VIU ViU VIU
2021 12 31
1 +87 33.1 226.1 -69 (20.5) 172.5
1 -69 22.9 215.9 +87 (36.2) 156.8
2 -133 2.2 235.2 +207 (40.8) 152.2
2021 2025 2021 2025
103 11.9 204.9 121 (21.0) 172.0
2026 91 2026 105
-111 2.2 195.2 +280 (15.8) 177.2
+37 8.2 201.2 -56 (13.6) 179.4
-152 13.6 206.6 +174 2.7 180.3
-104 2.9 195.9 +1000 7.4 165.6
193.0 +325 (77.6) 115.4
Ti
ter 103.0 +364 (50.0) 143.0
2020 12 31
1 169.3 -50 (10.0) 159.3
1 -50 11.0 180.3 169.3
-47 9.4 178.7 +53 9-3) 160.0
2020 2024 2020 2024
9% 17.7 187.0 122 (16.5) 152.8
2025 76 2025 95
-40 0.4 169.7 +166 (6.7) 162.6
+2 0.9 170.2 -69 (11.8) 157.5
-149 9.9 179.2 +120 9.6) 159.7
-316 6.9 176.2 +820 17.7) 151.6
169.3 +297 (61.0) 108.3
Tier
169.3 +263 (41.5) 127.8
VIU 148.3
228.4 2020 133.4 199.1
50
VIU CMC
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BoCom
BoCom 12 31 2021 12 31
2021 30 12 2021
10 2021 12 31
BoCom
30
2021 2020
960,732 945,836
771,522 832,226
7,751,362 6,751,280
4,223,488 3,941,375
375,073 349,120
14,082,177 12,819,837
2,238,612 2,122,220
8,572,625 7,852,322
1,779,110 1,605,846
312,486 241,177
12,902,833 11,821,565
1,179,344 998,272
BoCom
30
2021 2020
180,738 161,433
4,044 3,912

184,782 165,345
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BoCom

BoCo

BoCom

432,259

2021
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30 12
2021 2020
191,076 170,586
55,735 49,624
(75,402) (75,220)
(17,851) (16,069)
(8,119) (6,656)
110,370 79,585
(2,861) (5,965)
107,509 73,620
5,386 4,907

30
2020 356,609

206/380



15

12 31

603
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4,115 2020 3,233

PVIF
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2021 2020
7,116 7,109
63,765 65,052
24,300 17,807
95,181 89,968
21,670 2020 15,283
10,681 2020 7,241
184 2020

PVIF



PVIF

12 31

1,022

PVIF

DPF

PVIF
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2021 2020
65,052 61,075
(1,299) 3,840
7,381 5,360
(5,950) (6,743)
(2,873) 5,268
148 (45)
7 137
63,765 65,052
440 2020
(2,519) 2020 1,916
(794) 2020 2,330
PVIF
PVIF
2021 2020
1.40 0.71
5.20 4.96
3.00 3.00
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12 31

PVIF

PVIF
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PVIF

65

66

2021 2020
121,072 118,747
8,755 9,790
129,827 128,537

110,458 (2020 108,320 )
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2021 2020
100,791 13,167 15,266 129,224 111,473 13,335 16,922 141,730
67 16 112) (163) 453 31 365 849
667 2 2,049 2,718 770 635 2,363 3,768
(58) (1,456) (1,514) 12) (4,384) (4,396)
(4,633) (4,633) 4,737) 4,737)
, 5,643 217 5,920 (6,914) (996) (7,910)
24 3 27 (242) 162 (80)
12 31 102,367 13,465 15,747 131,579 100,791 13,167 15,266 129,224
90 10,387 10,477 84 13,043 13,127
30 46) (16) 10 305 315
4,645 1,374 6,019 4,734 1,325 6,059
45) (1,295) (1,340) @ (4,286) (4,287)
(4,633) (4,633) 4,737) 4,737)
12 31 87 10,420 10,507 90 10,387 10,477
12 31
102,280 13,465 5,327 121,072 100,701 13,167 4,879 118,747

210/380
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2021 2020
17,121 17,085
2021 12 31
20
6,854 2020 7,189
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2021 2020

24,986 24,301

52,986 61,269

55,789 46,705

27,366 25,365

2,674 2,783

24,577 33,796

44,177 58,584

37,188 35,807

12 31 269,743 288,610

180,757 2020 197,362
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18
2021 2020
4,284,719 4,120,955
462,187 440,608
448,976 427,537
220,233 227,072
191,116 156,615
128,673 124,036
120,744 124,375
46,938 40,304
273,596 249,894
12 31 6,177,182 5,911,396
19
2021 2020
! 1,005 222
! 6,001 835
85,627 59,755
12 31 92,723 60,812

213/380
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12 31

2020 735
62

21

12 31

2020
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25

20
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2021 2020
59,611 77,822
43,928 49,673
35,426 39,518

138,965 167,013

1,385
2021 2020

79,852 94,894
31,440 34,198
111,292 129,002
(43,928) (49,673)
67,364 79,419
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22
2021 2020

23,020 21,588

55,824 46,775

26,158 30,056

53,541 60,714

1,431 1,124

9,165 10,057

1 48,668 43,881

1,399 1,792

12 31 219,206 215,987
1

209,441

2020 207,899
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2020

2021

2020

2021

2021

2019

2020

2019

2019

2020

12 31

12 31

12 31

12 31

12 31

12 31

12 31

12 31

12 31

12 31
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O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Ogoooood
116 419 535
357 333 690
(309) (258) (567)
€))] (2% (83)
43 () 39
148 466 614
1,257
72
785
1,399
208 812 1,020
222 296 518
(269) (356) (625)
(42) (361) (403)
(©) 28 25
116 419 535
776
481
1,257
1,792

HKFRS
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2021 2020
400 3,119 3,101
500 5.050 2022
. 935 964
2027
12 31 4,054 4,065
1 500 5.05 2027 2022 11
24
2021 2020
116,103 116,103
1 56,232 56,232
12 31 172,335 172,335
2021 2020
12 31 172,335 46,440,991,798 172,335 46,440,991,798
1
2021 2020

217/380
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DO RNWN R

Tier
2021 2020

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
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65
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9
276,857 216,857
21,632 21,632
332,004 332,044
768,376 7,082 208 431 815 538 717,450
361,447 1,079 466 769 131 a1 73 2 365,167
5,880 72 1,63 884 1,561 3,781 11,20 177,201 202,399
528,832 223,041 34,435 5,081 1,865 9,384 1,197 803,775
277,060 80,547 20,767 7,667 7,532 20,248 17,908 518 432,047
605,216 402,921 312,336 177,571 171,989 410,59 781,226 1,029,080 3,840,939
247,163 405,109 187,088 107,329 118,029 232,350 307,753 446,804 2,051,575
84,668 1,302 1,189 2,221 2,481 6,138 5,857 7 103,859
119,499 31,449 19,062 3,708 2,034 805 750 3,450 180,757
021 12 31
3,628,604 1,152,702 577,187 305,673 305,582 684,556 1,077,126 1,657,281 9,388,701
514,692 514,692
221 12 31 3,628,604 1,152,702 577,187 305,673 305,582 684,556 1,077,126 2,171,923 9,903,393
332,044 332,044
25,701 25,701
231,463 4,713 368 1,104 7,510 2,904 7,25 255,374
269,405 2,140 6,780 1,019 526 440 280,310
5,722,470 272,462 88,483 34,813 32,417 11,792 14,71 4 6,177,182
92,723 92,723
354,567 304 7 212 79 211 274 ) 355,791
32,086 21,849 11,058 4,967 5,574 8,789 18,899 35,742 138,965
4,304 5,500 17,363 12,374 3,063 9,320 12,324 2,207 67,364
114,388 17,504 1,401 222 223 21,69 66,205 134,534 356,176
124,346 40,286 24,070 5,135 3,820 4,802 5,107 1,785 200,441
4,054 4,054
2021 12 3 7,303,497 364,767 149,598 58,742 47,706 64,653 120,544 185,618 8,295,125
684,757 684,757
22l 12 3 7,308,497 364,767 149,598 58,742 47,706 64,653 120,544 870,375 8,079,882
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347,999 347,999
21,943 21,943
313,404 313,404
594,141 4,561 476 431 805 600,414
422,692 23 16 13 26 101 74 422,945
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
239,007 81,318 22,587 19,576 16,278 8,792 15,186 1,050 403,884
641,990 313,288 277,385 180,152 159,612 411,350 693,898 991,006 3,668,681
248,651 488,129 251,982 75,127 127,736 218,219 330,863 434,725 2,175,432
72,856 3,741 464 2 3,814 2,326 83,203
140,788 30,145 16,209 2,754 1,748 797 431 4,490 197,362

200 12 31
3,423,078 1,035,445 589,603 282,138 307,433 652,669 1,062,728 1,581,477 8,934,571
481,832 481,832

2020 12 31
3,423,078 1,035,445 589,603 282,138 307,433 652,669 1,062,728 2,063,309 9,416,403
313,404 313,404
25,699 25,699
109,062 4,816 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 39,727 27,186 18,676 7,376 4 5,911,396
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 3,901 16,025 14,374 2,572 79,419
78,046 20,135 766 33 332 24,397 55,860 116,705 296,274
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 74,012 109,451 181,562 7,878,977
625,895 625,895
2020 12 31 6,817,304 439,480 138,117 69,198 48,953 74,912 109,451 807,457 8,504,872

1
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2021 12 31
332,044 332,044
25,701 25,701
231,531 4,714 1,517 10,530 7,289 255,581
269,681 2,140 8,341 451 280,613
5,723,441 273,282 157,735 28,638 4 6,183,100
92,723 92,723
354,584 416 384 621 40 356,045
33,288 22,323 21,903 28,536 35,768 141,818
4,336 5,667 34,629 22,632 2,370 69,634
113,944 19,523 7,301 108,035 147,000 395,803
123,460 39,607 31,486 10,630 1,854 207,037
15 44 236 4,207 4,502
7,304,733 367,687 263,340 210,309 198,532 8,344,601
2,945,560 2,945,560
41,843 41,843
10,292,136 367,687 263,340 210,309 198,532 11,332,004

91% 3% 2% 2% 2%

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 5,537
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%
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12 31

12 31

32021 12 31

1,826,335 (2020

29

2021 12 31

29

2021 12 31

2020 8,531
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2021 2020
41,843 39,923
335,849 286,139
1,751 3,644
379,443 329,706
32,284 29,581
40,745 38,246
2,872,531 2,747,756
2,945,560 2,815,583

HKFRS
1,725,963 )
HSBC
37
4,826
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1
2021 12 31
2
524,603  (190,129) 334,474  (267,072)  (12,886)  (36,005) 18,511 30,693 365,167
867,597 (71,412) 796,185 (794,195) 49 1,241 90,247 886,432
60,417 9 60,338 (59,771) (552) 15 7,393 67,731
. 807,180 (71,333) | 735,847 (734,424) o) | 1,226 82,854 818,701
1,392,200  (261,541) 1,130,659  (267,072) (807,081)  (36,754) 19,752 120,940 1,251,599
3
516,525  (190,129) 326,396  (267,072)  (10,552)  (27.837) 20,935 29,395 355,791
330,366 (71,412) 258,954 (258,523) ® 428 68,664 327,618
6,807 9 6,728 (6,720) 7 6,728
s 323,559 (71,333)| | 252,226 (251,802) ©) 421 68,664 320,890
846,891  (261,541) 585,350  (267,072) (269,075)  (27,840) 21,363 98,059 683,409
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) 513,608 (513,476) (166) 56 61,715 575,413
46,922 46,922 (46,892) 30 4,680 51,602
. 486,052 9,276) | 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 51,205 178,607
1,605 1,605 (1,595) 10 1,605
; 145,163 (19,276) 125,887 (125,686) 1) 180 51,205 177,002
730,982 (219,932) 511,050  (290,517)  (143,258)  (47,504) 29,771 95,858 606,908
1
2 167,054 2020 79,027
3 217,572 2020 129,230
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803,775 2020 520,344

255,374 2020 136,157
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EXCO
CODM HKFRS

CODM CODM
HKFRS

2021 CODM

- GB MSS
GBM-

WPB
CMB
GBM

WPB

CMB

CMB GBM

GBM GB
MSS GB
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MSS
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2021 12 31
174,859 79,067 780 254,706
41,043 45,520 86,563

2021 12 31
7,035,497 3,696,064 (828,168) 9,903,393
6,559,271 3,248,779 (828,168) 8,979,882
1,792,675 1,532,328 3,325,003

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
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/
1 2
12 31 12 31
2021 2020 2021 2020

106,966 120,873 134,400 126,286

19,381 16,974 196,477 176,462

7,351 6,665 1,837 2,229

10,614 10,296 2,534 2,241

3,242 3,649 3,584 3,701

5,174 5,415 2,022 1,932

10,671 9,924 2,933 3,040

3,124 2,932 2,802 2,687

12,135 12,610 3,140 3,627

178,658 189,338 349,729 322,205

1
2
32
HKAS 24 KMP KMP
KMP
@
100
100

IT

2021 2020
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220 480
1 6,773 (651) (286) 6,489 (339) 39
2,538 2,744
1 1,428 1,272
1 19) 2 18
249
129 1,770 787 916
@r9)
2 Q4D 47,842 5,270 33,632
12 31
9 1,147 260,256 2,707 157,916
3 22 4,232 14 159
989 147,704 2,488 74,932
3.6 9 136 108,320 205 82,825
223,565 1,069 283,630 198,211 3,676 182,145
3 25 11 572
3.4 175,655 7 131,370 8
18 152,013 87,724
3.6 1,388 980 131,585 1,448 3,593 93,841
3.5,6 46,522 71 65,393 72
22,815 19,907
2,076 2,189
1
2
3
4 2021 12 31 TLAC 175,655
2020 131,370 4,437
54,460 2020
7,211 2020 12,518
1,815 2020 2,490
52021 12 31 TLAC 46,522 2020 65,393
19,665 3,304 2020
6
®
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HSBC
HSBC
2021 12 31
3,436 1,431 2020 3,609
1,124
©
2021 12 31 9.2 2020 9.3
2021 65 2020 59
2021 12 31
783 2020 641 0.5
2020 0.2
@

14
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2021 2020
12 31 12 31
35,304 32,663 33,577 22,811
26,490 8,348 42,377 17,263
4,722 1,479 1 1
2021 2020
314 315
9 9
5 4
123 103
451 431
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2021 2020
1 107,317 100,834
1 71,516 71,488
1,510 1,733
13,263 12,452
13,624 16,701
1
2020
2019 10 15 0.375 2.625
4.25 800
100
Q)
17
12 31
2021 2020 2021 2020
3,755 2,690 3,967 4,291
13 4 14 9

3,768 2,694 3,981 4,300

234/380



33

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

MSS

MSS

LIBOR
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2
2021 12 31
1 537,816 236,388 3,246 777,450 777,450
440 212,740 3,294 216,474 148,693 365,167
93,544 34,203 74,652 202,399 202,399
1,153,521 391,816 3,674 1,549,011 1,549,011
1 73,647 19,076 92,723 92,723
963 200,667 2,130 203,760 152,031 355,791
118,516 20,449 138,965 138,965
1
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
1 HSBC
2 HSBC
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2021 12 31
57.471 29,852 1,970 802 1,012 1,652
36,073 20,948 1,679 3,452
2020 12 31
31,809 20,534 1,901 236
37,387 26,796 1,860 5 191
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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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95
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3,121 4 74,295 77,420
20,449 20,449
553 3,242 3BT 3,204 7,446 2,130 2,130
2021 12 31 3,674 3,246 74,652 3,294 84,866 20,449 2,130 22,579
6,167 49,274 55,441
20,484 20,484
468 1,237 260 1,08 2,993 3,538 3,538
2020 12 31 6,635 1,237 49,53 1,008 58,434 20,484 3,538 24,022
NAV
NAV
HSBC

0TC
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2021 1 1 6,635 1,237 49,534 1,028 20,484 3,538
(@) (2.211) 11,700 4,002 (3.207) 3,082
(2,211) 4,002 3,082
11,700 (3,207)
Q)
ocl (3,013) 10 11 18 386 23
- (3,002) ©)
- (1)) 10 11 18 389 23
1,383 5,082 22,232
9,196
(35) (561) ®)
(1,289) D) (7,898) (1,247) (7,165) (4,060)
(691) (921) (614) (2,895) (878)
467 107 3,650 425
2021 12 31 3,674 3,246 74,652 3,294 20,449 2,130
2021 12 31
(2,278) 11,236 2,686 113 (34)
(2,278) 2,686 (39)

11,236 113
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2020
2020

11

ocCl

12 31
12 31
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5,622 557 32,291 833 20,571 2,422
43 3,205 2,627 (2,113) 3,401
43 2,627 3,401
3,205 (2,113)
1,529 O} (6) 6 857
1,485 (24)
44 0 (6) 6 881
554 852 16,714
6,468
(335)
(1,070) (2,484)  (1,244) (3,896) (1,620)
(266) (189)  (1.216) (2,735) (1,070)
388 3 22 1,332 405
6,635 1,237 49,534 1,028 20,484 3,538
5 2,741 587 (13) (1,838)
5 587 (1,838)
2,741 (13)
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2021 2020
(0o ] OClI
158 (162) 211 11)
3,741 (3.742) 2,478 (2,478)
157 (157) 309 (309)
3,899 (3,904) 157 (157) 2,689 (2,689) 309 (309)

95
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2021 12 31
2021 2020
77,420
20,449
15,517 6% 90% 6% 72%
22% 97% 39% 88%
4,733 2% 36% 3% 36%
199
7,446 2,130
84,866 22,579
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2021 12 31
1
803,775 802,881 947 803,828
432,247 424,175 8,356 432,531
3,840,939 65,268 3,765,148 3,830,416
502,564 89,050 449,284 2,142 540,476
1
255,374 255,366 255,366
280,310 280,408 280,408
6,177,182 6,177,676 6,177,676
67,364 67,842 67,842
4,054 3,864 3,864
2020 12 31
1
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
1
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
4,065 3,749 3,749
1 HSBC 32
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HSBC HSBC
0 4 65 65 114 21 265
4 15 11 37 130 178
15 39 15 91 106
39 196 1 50 51
196 1 3 4
2021 12 31 76 119 388 21 604
35,225 32,223 86,044 10,140 163,632
1,041 432 1,473
31,182 86,044 117,226
35,225 9,625 44,850
83 83
60 60
60 60
402 6,999 26,246 5,939 39,586

2021 12 31

35,627 39,222 112,290 16,019 203,158
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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

2021 2020
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2021 12 31
12 31
2021 2020
203,988 291,071
17,825 16,836
332,044 313,404
647,625 486,764
346,937 396,126
3,246 5,945
488,312 299,876
230,592 243,107
1,984,297 1,928,622
893,848 950,866
544,587 400,073
101,535 95,241
39,830 39,830
19,226 14,009
72,312 71,523
1,275 1,266
145,729 165,667
6,073,208 5,720,226
332,044 313,404
19,101 18,404
175,476 73,606
224,650 194,778
3,816,715 3,610,409
46,585 29,039
337,010 396,212
36,397 41,507
25,393 29,452
1,098 1,574
482,995 413,865
120,846 121,091
481 616
9,339 9,192
3,119 3,101
5,631,249 5,256,250
172,335 172,335
44,615 44,615
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19,218 25,726
205,791 221,300
441,959 463,976
6,073,208 5,720,226
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2021 12 31
FVOCI
1 2
2021 172,335 44,615 221,300 35,196 6,364 605 (12,679) (3,760) 463,976
40,815 40,815
912 3,453 (4,834) (542) (2,690) (3,701)
(3,289) (3,289)
(1,545) (1,545)
(542) (542)
524 542
3,453 3,453
388 388
(2,690) (2,690)
/

41,727 3,453 (4,834) (542) (2,690) 37,114
(59,105) (59,105)
115 (140) (25)
4 1,754 (1,749) ®) w
2021 12 31 172,335 44,615 205,791 36,900 1,524 63 (15,369) (3,900) 441,959
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2020 12 31

3 HKFRS
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FVoCI
2
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 (21)
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) 14
44,615 221,300 35,196 6,364 605 (12,679) (3,760) 463,976
1.2(n)
2021 12 31
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2012 12
2013 2020
FCA
FRB
AML HSBC
AML

166 FRB
2021 2 FCA
FRB

HSBC

SIBOR SOR
BBSW

2016 HSBC SIBOR SOR BBSW

SIBOR/SOR 2021 10

2018 11 BBSW HSBC
2019
2020 HSBC

2018 HSBC DoJ
2010 2011
DoJ FX DPA 2021

FX DPA 2021 FX DPA
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38

HSBC www . hsbc.com

E14 5HQ

39

2022 11

100 4.1
2022
2021 12 30
HSBC 50
2022
2021 3.0
2020 2.2
2022 28
CHOICe CHOICe
49 26
CHOICe
2008 CHOICe
2021 31 5.4 2020
31 4.1

40

2022 22
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Consolidated Financial Statements

Consolidated income statement
for the year eanded 31 Decembear

2021 el
Hiotan HHSm Hhm
Nat ntarsst mocoma E] 58113 11 BT
= imtaraat inoomea 121,382 147 5TE
L ] F;S..HIJ 156,653
Nt Tad maamve ] 45,296 41,670
= faa Wooma S57.818 52.3?1;]
= fen axpanss (12,52 120, 70
Nt ncoma from hitansml metruenents Bald For trading or managed on A fair valss baps i 28,359 o2 AT2
Wl rdorna from assate and nbildss of fipeancs Busnebd, neoluting fated dernsbied, msaseiad ot Tair valus Frough
prodd o g = 18,180 13,128
Changan in e valus of demgnated debis msued end ralsted darasineaes & B35y 11T
Frangas v fad vatus of ot irsncad Aetnamants mandetondy massared of far vakis thrsegh ol o kes ax ﬂa L
Oung lass lossas from fimencal mvestmants 1,867 4 EEd
Nal MBFARNCE DGR T FeenE 3 "I!m E1.58%
Cithar oparstng nooma & 2,033 B,E12
Total operating incomes 254,706 FET 245
Mot mewrnnocs cloms end benedits pasd and monsem ant in ksbilhes to polioyholdems ¥ {35, 048 ¥R
et intema befora in credit loszes and other cradit im o 178,658 163,556
Chenge in axpected credit losses and othar credit smpoirmant choges e (6.539) (7, HE
Net sparating incema 172,119 TH.E18
Employas cornpanestsan and banalits < [FH,261) 5 BT
Qenarnl and sdmanistretve axpanses ¥ %ﬂﬂ 145 04
Daptication and rmpasmant of propdty. plant and scguiprmant - &“1] 3,405
Amortisation and smpaimant of mtsngible assets (i, 387) [l <]
Tetal operating expenzes (104,875) |56, iR
Cperating profit 67,243 a7
Shara of prefit in sesctstan Bnd pont vantures 19,220 14,406
Profit belors tax BE 563 80,196
Tax xpanns ] [14.015) |N4E08)
Profit for the w 75 831
Artnbutabla 1o
= ardirmry sgharaboldens of the pasmnt company B4,833 BB,5aT
- gthar eguty hakdars 2,15 2,450
- marcantralng mbs et 5,200 Badd
Prodit for the year 72,548 75,891
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Ceonsolidated Financial Statements

Consolidated statement of comprehensive income
for the year ended 31 Decomber

2021 0
HK$m HEdm

_F'_n.:ﬂr o thia yans ?a” ?E!.E‘S'__i_
Tthar comprbarsye noomafexpanss)

e that will b lsssifisd subssguently 1o profit of loas when spacific conditions are mat

Dbt mtrurnanite o Tad valud Through el Somprefietine Inbams {3, 0008 2408
= fmirvwalfus gainsloseas| {3, 907) A 5d3
= fmr vaiue geins traensfarred to tha incoma. stetamant {1.278) i1.648)
= axpacted ceadit (eoovanaalioases oogngad i the moome sintamant {17 112
- motrme besds 1,191 BER
Gesh flow hadgen [0y ]
= Pt wnluw phinefhoeees) 7,038 18,553
= fmir value igansllossas reclenifad to the incoma statement {7 050y 5 EEY
= IncOre e 112 163
Share of othaer comprabensnm moomalaxpanes) of sssocmtss and ort variuies 508 P26}
Exchenpe diffarences 3,973 17.851
leemis that will not be reclassified subseg Iy to profit or loss:

Proparhy revalustion 4,Tn [y
— s vl ponioasss] !,nil B.91e
= WM R ar2 1,940
EH.IIE rstiman duagnubﬂi at fant value Beough othear mﬂ‘llhlrﬁ“ LAl 0] EH 1,647
= fmr vnlue goinaiceses| {3,478) 1,584
- PG taneE [=3] l
Changas in fsir vabus of financisl inbiltiss desgrsted st fair velus upon nbsl ecogndon ensing from chengas in own credit nak Fior
— bafors neame axes ﬂtl a0
= woorma taxes [0y (1]
Aermaspiramiant of delmed Denaf i sesaWsbinyg 724 G|
=~ bafors Fcorme X BES FSEL)
= iNcoma tExes {161y )
Other comprahensive incema for the year, net af tax 2,397 16167
Jeotal comprehensive inceme lor the year 74,945 G167
Atirbutabla to

= argenary sharaholders of tha pamnt company &7, 148 [=F g et
= wihar squity halders 2715 450
= necontaling ntassts 5,082 B, B30
Total comprahensive income for the year 74,9495 1.8
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Consolidated balance sheet
at 31 December
2021 2020
Horan HK$m Hugemn
Aszeis
Caah end batsnces af ganta! banke 276,857 adF Eah
Itmrs n tha coursa of collecton froen other banka 21,832 29,040
Harmg Karg Goweirrmant samilioated of mdebladnses 332,044 13,404
Trading sesats £ TITAS0 BO0 414
D v vras s 65167 A7 DS
Funnezs | sk ta deigrirtad snd otharwise msndetonly massssed of fair vakes through profi of loes @ 202,399 178,560
Revates mpurchass agresmants - non-tradog BO3TT5 G20, 544
Lomns snd achences to baniks 432,247 AC0 B84
Lot 6 Bchvifiont 10 Sublonigie L 3.840.9339 2680681
Fmancm | mvastmants i 2,051,575 2176 453
Arncurts dus from Group compsnieg il 112,18 B0
Irtaraats o mEeos abes snd (ot vardu e Pl 166,485 168, Tod
Goodwl snd niBngh b nasats 15 95,181 B3.568
Propedty, plant and eguexnsnt ad 129,827 128657
Dafarrad tex nssets a 3,353 iy
PrapayThanta Soafeed Moo bind othed sasite v 269.743 ZE8.510
Total sasets 9,903,393 EA
Liinhilitiwe
Hong Kong curnncy notes m ginculstion 332,044 213,404
Itame o 1 coures of renamsnion 1o othar Benie 25,701 26,608
Repurchape agraements = nom-trading 255,374 1583 167
Dapronita by banks 280,310 48,5
Cuf ormaer scgounds L 8,177,182 5911 J08
Tmang lstibiss i 92,723 B0.612
Danvatanis a F55,791 A38.211
Fonmnoe| lsbilitas dasgnatod at fair vebos i 138,965 187,013
Dalt pucurdiag v dus ar 67,354 Ta.416
Ratirament pansald hnbsldion 4 1.890 .00
Amcunts dus to Broup companies & FeE.233 50 0005
Accnnke end defared mooma, othar Lisbilibes and provesions & 215,208 216,857
Lmbrilitsi s wndar waunencs contzadts ¥ 638,145 BT, 406
Cument tax b iliths 2378 2 EEG
Dafarrad tas linkubting d 32,522 30,5997
Bubordrated Imbalitis & 4,054 & 055
Total linbilities 8,979,882 i 504,672
Equity
Lo capdnl 2 'I'.ll:._m X e
Cthvar aquity mEtumarts = 44,615 AR
Dhar reBanvan 151,804 145,600
Rabarsd samngs -E!m AT G0
Tetal shareholders’ squity 856,809 4B, 555
Nan-contralhng rrismes 66,702 BEATE
Totel equity 923,511 311551
Total liabilities and squity 9,903,393 SJ416.400
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Consolidated Financial Statements

Consolidated statement of cash flows
for the year ended 31 Decem ber

2021 el
HHE$m HEdm
Profit befors tax 88,563 0,156
Adpstmerts for nen-cach teme:
Dl racmteon snd amotisakon 'Ia,_m 13248
Mat g from wiwiabng actnilisg {1, 8:590) BET]
Share of profis i associstas and pont venburas {18, 330) 1148, 406)
iGninlLoss on deposnl of subsdsres, bisnassas, sssooibes snd ot wintues ) 0
[hangs i saxpacted crads kepses grosa of coverss and othar ciedit MpRirmEnt chasges 7,549 185,453
FPrenemions 607 114
Shayrg bannd Paymant axparsd 913 Ta6
el PR -SEEn dada el 0 ol Balom T 5418 2.556]
Elmaneton of axchengs differances B,024 &2 225)
Changes in operating assets and Habilities
Chargae m nat treding sscuntas and dasymtivas (159,767 110, 656])
Changs o kxans snd sdvancss 10 banis end customam [‘l?l_,ﬂq 11,5689
Changs = saveris rapus chies B0 reamarts - nen-tadng 174,645 |E0.74%)
Chenga mn finengal sssats demgnated end othanyss mendotonly messsred ot {oar vl through peofit or loss {23,438) |5, 445]
Chisrga 4 othat hasate 43,708 11%99.372)
Changs = dappans by banks and gupicmar pegounts 297,468 47,761
.E.'."..“Di' w ruﬂ::haw“mum = Aon-radng 11!31? &8, TEY
Changs i dabt secuntas in ins [12_,2@] 127,514}
Changs v fimanceal babddse dasgnated of Taer walua {28, ) 6. Fid
Changs n othar lmbien 128,710 &2 517
Dhrvidarics ok ved Trom sBeocinGas 5525 6.053
Cartribubons pmd o defined banafit plans (58 e
Tt paod {12,648) 135, 465)
Mot cash from oparating activities 113,332 ARG BB
Purchass of fnancsl mwastmants (1.232,472) i T e
Frocesds from T eabe and maturty of Tinancs! imviEtmams 1,133,-?“ B3 410
Purchass of proparty, plant and eaupmant 2.8 FL.TER)
Provesds from sak of proparty, plart and squpmedt and sssats hald for sals b IS
Procesds from disposal of customar koan parif clon 2367 [
Mat nesptmant / nangbls aeesls {10,835) [rcal
Mat cash inflow on sals of subsidiones - 2]
Mat cosh autllow on punchinas of sBaicdenes (13} —
Met cash from imvesting sctivities {50, 595) |58 212}
Subordinatad losn capitnl mmied’ 57,764 =
Subardratad ken capital rapaid! {24, 102) —-
Dinadands pasd to shareholdam of tha parent compeamy and non-controllng nterests H!‘,.m e A2
Mot cash from finanding activities (29, 861) [E2.21)
Met incraase in eash and cash squivalerts 32,576 300.636
Cesh and cash sgunmlents ot 1 Jen 1,047, 807 677 564
Exchenge difarences n rameect of cash and cash agquvalents (25,2949) 20,507
Cosh and cash squivalents at 31 Dec’ 1,055,084 1047807
Crsh snd cash egquvelants compinss
- caeh and balencas ot centrol benks 276,857 47955
= fams n the courss of collachon from othar benios 21,632 21,848
- lanns end pdvenses to banis of one manth of e 326,691 2E5.256
= nat pattlamaent sccounts end cesh coflatarsl 34,560 L3 R0
= TaNaTEE punchngg sy nts with banks of o mondh or ks 306,241 166 553
— fransuany Bile, ot Bodls: and Sarhfioabed of dedroan ki e thine months 114,784 187,008
— bEEE (tamna i ihe Gounss of DANETEROn to ather banks (25.701) 1i6.653)
Cash and cash squivalents at 31 Dac’ 1,055,084 1047 607

Intarast receivad was HK$133,964m (2020: HK$160,120m), interast paid was HKE268,553m (2020; HEF46, 104m) and dividandz received

were HK35,552m (2020 HKE3,546m),

T Changes in suborclinared latwlitias fincluding those isswed ro group companias! during the year included amourts from ssuance and repayrments
a3 presonted above, and mon-cash changes fram foreign axchange foss of HKS48Sm in 2021 {2020 exchange gain of HKEI03m) and fair value
oz arrer hedging of HKST, 768m in 2021 (2020; HKSE 261m gaunl, Theze balances aré pracented under Amounts dus 1o Group companes” in the
consoidiated balance sheet

2 Ar 31 December 2021 HES 128, 756rm (20200 HKST43, 565m) was not avaiabie for use by the groug, of wisch HKSE?, 340m (2020 HKS7 T, 049
related 1o mandatory deposis a Certral bamks.
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Consolidated statement of changes in equity
for the year ended 31 December

rher reserves
Grthear Financini Cash Tatal
equity Propesty sosets at Menw Forekgn share- Mo
Share inztru-  Aemined revslsstion FYOLl  hedge esxchangs halders” controlling Total
capital’ RS Earmings reserve  reserve feserve  reserve  Other’ equity  Imeresis eguity
e HMEm  HKEm HESm HKEm HESm  HE§m HHEm  HKEm HHSm HK$m HHSm
At 1 .Jan 2027 172,335 44815 475903 63,783 9,683 FT2  (10,888) 85740 845,353 868176 911,531
Profit for tha yaor - = 7348 - - - = 67,348 S200 71548
Gher comprabananm noomadapenes]
et af ter) - - 1,160 4,359 {E13) 3,558 a8 2,515 [118)

= debt instrumants st fsir i
thrceagh ortbr com prahageanag Seoma -

- Eduely FsErurnan e dadagniatad of Tar
vala through other comprabensns
T - - — -

— G M had g - - - =

— &hanges m Tai vahey of fnanssl
I it iagiated Bl fnir valus
upon il racagnitson ensng from

I
g 3 1B i
E :
4
Bs
B M
g |8

lﬂ'l-!! : : p:.':m !:;:ﬁ ll‘;ﬂ

changes inown credit ek - - 521 - - - - - 521 1 522
— DIOEEnY favElahlxon - - - 4,359 - - - - 4,359 M2 431
- remansuremant of dafined benatd,

oppelfabilly - - 612 - - - - - 812 Mz 724
~ gham af othar comprabanave

incoma of nesociates and pint

VAL - - 27 - 520 - - 49 596 — 536
- amehargs ditfatercas - - — — - - 3,558 - 3.558 45 3873
Total comprabmnzive incoma’
(mupense) for the year - = 68,508 4359 (5,992) (6 19) 1558 45 69,883 5082 74945
Dandends pod® E ~  (59.105) = S - —  [39.105) __ (a.a18) (63,523
Mowarmant n raeoect of s -Daded
R e = = 1 = = = = 3 (a2) 2 44
Tenrsfars mrd othar movemants?! - = [ELF] {3,162) [Fa] — - 4,308 T40 (136 602
At 31 Dee 2021 172,335 34615 48B.055 64,990 3.869 153 {7.130) 89,922 856,809 66,702 923511
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Consolidated Financial Statements

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

DX S

Fnancial Cash Todal
Cithae Penparty IRE45E T flow Firgn shara- o

Snare aquity  Ratsnad  novabeaton POCH hidpa  exchanpas halden” contiodng Fotal

capial' mtumaents  aamings raRanda WA TSN rasan  Othar iy NARRETR iy

HIKSm HK3m HEgemy HESm HESm  HEKEm HE3M  HKEm HREm HIEEn HESm

At dmn 2020 1P2A05 A4 816 484 BXD FaO4E et fhid)  @EEIte) 820 B14,878 E4500 BT IE

Prafit for the yase - - et - — — - —  Ea.4ay Ea44 16651
Oiinar comprehargos nooemal

faaparia) fnat of tnxd - - [ Hh2Es) 2521 BIE 17 A0 1nody 16,741 4485 16,167

= dabt metruments ot fair vales
shuough othar comprahansss
S0 - - - - 2205 - - - 2003 o 2258
- BGQuity MELNamMants desgnatad a1
faw walsa through othar
COMOaNENEAG NS0 - - - - 1299 - - - 1353 e 1547
- e flow dpes 2 = == E= = BIE = == BiE =3 962
- changas =1 fair valkse of firarcal
lintbhas dsmgrated at far vakia
upon inbisd recogniban aneng

from changes n own credit sk = - 257 - = - = - Fird = T
— [ropa Ay Dve kst on - - - e2EEY - - - - B.HRE] [em) B4
= ramassiramant of Selned

DTt BBt mllty =% = HiFy = = - - - [31E] Bl R15]

= share of othar comprabansoss
axpang: of apsocintes snd pnt

VAMLIteE — = [ = IEEH]l = - (Rl [P£E] - 726
- axdhangs difereties — — — — — | — 1740 — 17,430 Ll 17,650
Tatal somprabansng meomal
(axpnrisa) far tha wane = = B, 248 162 BEY .53 BIE 17,430 {102 B5. 188 G630 21,876
Dividands prd’ - i ] - - - - = 4,258 [4BE5]  |E3,9.21)
Mavamant in respect of sharns
beped pRVTANT B IEEngamants - - 120 - - - - na k] 12 45
Tiernlers and ofher movemants' - = o] | & D34y b - - 5260 1E7E] 2 P4 EEE]
At 31 Oae 2020 133355 44616 48508 E5.75a 9,685 LEF (10668) 86 740 846565 B5.1M  g11.65

T Ordinary share capital includes preference shares which have been redeerned or bought back via paymaents out of digtribudable profits in previous
Fears

2 The other reserves main'y comprize share of assocares’ other reserves, purchase premium ansng from mransfer of busimess from feliow
subsidiariés, prOpey révaluaton resen'd relating to transfer of propérties 1o & fallow subsidiany and the share-bazed paymernt resérve, The share-
based paymant resernve = used to record the amount relating ro share awards and oprrons granted fo amployesas of the group directly by HSBC
Hoddings plc.

3 Including dinbutions pad on perpetual subordinarad lsans clazsified a2 aquity under HKFRS,

4 The movernants include transfers from retained samings fo other reserves i associates sccording o local reguistory requirermernts, and from the
BFODETY FeValLanon Feserve 10 rétained Sarmngs in Falation fo dapracanion of révalued Broparmies.
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Notes on the Consolidated Financial Statements
1 Basis of preparation and significant accounting policies

1.1 Basis of preparation

{a} Compliance with Hong Kong Financial Reporting Standards

The conzahidated financal statemaents of The Hongkong and Shanghai Banking Corporation Limited {'the Bank') and itz subsidiaries
{togather ‘thea group’) have baen preparaed in accordance with Hong Kong Financial Reporting Standards ('HKFRSs') a< izsuaed by tha
Heng Kong Institute of Cerified Public Accountants ("HEICPA') and accounting principles generally accepted in Hong Kong, Theze
conzalidatad financisl statements ales comply with the requirements of the Hong Kong Companies Ordinance (Cap. 622) which ane
applicabla to the preparation of the financeal statements.

Standards: edopted dunng the year ended 31 December 2021

There were no new accounting standards or interpretations that had a significant effect on the greup in 2021, Accounting policies have
baen censistantly applied to all the years presentad, unless otherwize stated,

{b) Future accounting developments
Minor amendments to HKFRSs

The HEKICPA has publiched a number of miner amand ments to HKFRS: which are affactive from 1 January 2002 and 1 January 2023 Tha
group axpeacts they will have an insignifica nt affect, when adopted, on the Conzolidated Financsal Statameants,

Newr HRFRS:
HKFRS 17 “lnsurance Contracts”

HEFRS 17 “Inzurance Contracts’ was issuad in January 2018, with amend ments to the standard issued in October 2020, The standard
sate oul the requiremants that an antity should apply in accounting for insurance contracts it issues and reinsurance contracts it halds,
Following the amendmants, HKFRS 17 is affactive from 1 January 2023, The group is in the process of impleamanting HEFRS 17, Industry
practice and interpratation of the standard are still developing. Therafore, the Ekely financial impact of its implemantation remaing
uncartain, Hewavar, wa hava tha fellowing expactations ac te the impact compared with the group’s eurrant accounting policy for
insurance centracts, which is set out in Note 1.2()) below:

* Under HKFRS 17, thera will be no present valus of in-force business ('PVIF) asset recognised. Instead the astimated future profit will
bae included in the meazurement of the insurance contract liability az the contractual service margin {'CSM'), representing uneamed
profit, and thiz will ba gradually recognizad in revenue az services are provided over the duration of the insurance contract. Whila the
profit over the life of an individual contract will be unchanged, its emergence will be later under HKFRS 17, The removal of the PVIF
aszet and the recognition of CSM, which i a liability, will reduce equity. The PVIF asset will be eliminated to equity on transition,
tegether with other adjustments te aszets and liabilities to reflect HKFRS 17 meazuremant requiremeants and any consaquantial
ameandmeants 1o financial azzets in tha scope of HKFRS 9.

= HEKFRS 17 requiras increased usa of currant markeat valuas in tha measuremant of inzuranca liabilities. Changes in markat conditions
for cantain products measured under the genaral measurement approach are immediately recognized in profit o loss, while changes
in markst conditions for other products measured under the variabla fes approach are included in the measureamaent of CSM.

* In accordance with HKFRS 17, directly attributable costs will be incorporated in the CSM and recognised in the resulis of insurance
zarvices as 8 raduction in reported revenua, as profit i recognised over the duration of insurance contracts. Costs that ara not directly
attributable will ramain in operating expensas, This will result in a reduction in reported operating expeansas comparad with the current
accounting palicy,

& Wa intend to provida an update on the likely Gnancial impacts on our insurance businass in later 2022 financial repans, when wa
axpact that this will be reazonably astimable.

{c} Foreign currencies

Items included in sach of the group's entities are measured using the currency of the primary economic environment in which the entity
oparatas (the "functional currency’). The group's congolidatad financial statemants are presented in Hong Kong dollars.

Tranzactions in foraign currencias ara recordad at the rate of axchange on the data of the transzaction. Ascets and liabilities danominated
in foreign currencies are translated at the rate of exchange at the balanca sheet date excapt non-monetary assats and lmbilitias measured
at historical coet which are translated using the rate of exchangea at the initial tranzaction data. Exchangea differances are included in athar
comprahensive income ("OCT") or in the income staterment depending on whare the gain or loss on the underlying tem is recognised

In the Consolidated Financial Statements, the acsats, liabilities and resulte of foraign oparations whose functional currency i not Hang
Keng dollars are translated into the group’s presentation currency at the rate of axchange at the balance sheat date, while their results
ara trantlated into Hong Kong dollars at the avarage rates of axchanga for the reporing perod. Exehangs diffarances arcing ar
racognicad in OC1. On dispozal of a foreign operation, axchange differances praviously recognized in OCl are reclascified to tha income
statemant.
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Notes on the Conzolidated Financial Statements

{d} Presentation of information

Certain disclosures raquirad by HEFRS: hava been included in the sactions marked az (" Audited’) in this Annual Repor? and Ascounts ac
fallows:

* Conzsolidated income statement and balance shest data by raportabla sagmaents ara included in the 'Financial Review' on page 10 az
specified ag "Audited’.

* Disclosures on "Financial instrumaents impacted by IEOR reform’ are included in tha ‘Top and Emerging Risks' section on page 20 az
specified az "Auditad’

+ Dhzclosures concerning the nature and extent of ricks relating to banking and insurance activitiss are included in the "Riek’ section on
pages 29 to 59 and pages B2 to 66 as specified as 'Audited'.

+ Capital disclosures are included in the Treasury Risk’ section on pages 51 1o B4 as specified as 'Audited’

In accordance with the group's policy to provide dclosures that help investars and other stakeholders understand the group’s
parformancea, financial position and changes to them, the information provided in the Rk section goes beyond the minimum bavals
raquired by accounting standards, statutory and regulatory requiramants. In addition, the group ascesses good practica
recemmendations issued from time 10 time by relevant regulators and standard setters and will assess the applicability and relevance of
such guidance, enhancing disclosures whare appropriate.

(@) Critical accounting estimates and judgements

The praparation of financal information requires the uze of estimates and judgemants about future conditions. In viaw of the inharent
uncertainties and the high level of subjectivity involved in the recognition or measuramant of Rems highlighted as the eritical acsounting
astimates and judgemants in Note 1.2 below, it i possible that the outcomes in the nex financial year could differ from those on which
managamant's estimates are basad. This could razult in matarmlly differant astimatez and judgements from thosa reached by
managemant for the purpeses of the Consolidated Financal Statements, Managemant's selection of the group’s accounting policies that
contain critical astimates and judgemants reflacts the materiality of the itams to which the policies are applied and the high degres of
judgemant and astimation uncertainty invobwed.

(f) Segmental analysiz

The group's chief gperating decision-maker & the Executive Committes, which eperates as a general managemant committes under the
diract authority of the Beard. Oparating segmants ara rapoertad in a mannar conziclant with the internal reparing provided te tha
Exacutiva Committas.

hMaazurament of sagmeantal aszets, liabilities, income and expanzes it in accordance with the group’s accounting policies. Segmental
income and expenses include transfers between segments and these transfers are conducted at arm's length, Shared costs are included
in sagmants cn the basic of the actual recharges mada,

(g} Going concern

The Consolidated Financial Statements are prepared on a going concem basis, a5 the Directors are satisfied that the group and parent
cempany have the resources to continue in business for the feresesable future. In making this assessmant, the Directors have considered
& wida range of information relating to pracant and future cenditions, including future projections of profitability, cazh flows, capital
requirarments and capital resources, These conziderations include strassed scenaros that raflact the uncenainty that the global Cavid-19
pandamic has had on the group’s operations, az wall 8t considering potantial impacts from other top and amearging rizks, and the ralated
impact on profitability, capital and liquidity.

1.2 Summary of significant accounting pelicies

{a) Consolidation and related policies

Investmants in subsidiaries

Whers an entity 15 governed by vating rights, the group consolidates when t holds, directly or indirectly, the necessary voting nights to
pass resolutions by tha governing bady, In all other cazes, the assessment of centrol iz more complex and requires judgement of othar
facters, including having exposure to vanability of returns, power to direct relevant activitias and whethar power iz held az agent or
primcipal.

Business combinations are accountad for using the acquisition methad. The amount of non-contrelling interast iz measured aither at fair
valua orat the non-contrelling interest’s proportionate share of the acquires’s identifiable net assets. This alection s made for sach
business combination,

Tha Bank'z investmeanis in subsidiaries are stated at cost less impairment losses.
Goodwill

Goodwill iz allocated 1o cash-ganarating units ('CGLF) for the purpoze of impairmant testing, which 1z undarakan at the lowest lavel at
which geodwill i monitored for internal management purposes. Impairment testing is parformed at least onoa a year, or whanever thare
i5 an indication of impairment, by comparing the recoverable amount of a CGU with its carrying amount.

Interests in azsociates

The group classifies investments in entities over which it has significa nt influence, and that are neither subsidianas nor joint
arrangements, as associates.

Investmants in associates are recognicad uzing tha equity mathed. The attributable shara of the results and reszerves of aszociates is
included in tha consolidated financial statements of the group based on aither financial statements mada up to 31 Decambar or amounts
adjucted for amy material transactions or evanis securfing batweaen the date the financial statemants are available and

31 Decembar,

Invastmants in aszociates are assessed at each reporting date and tested for impairmant when thers iz an indication that the investmant
may be impaired. Goodwill on acquisitions of interasts in associates is not tested separataly for impairment but iz assessed as part of the
carrying amount of the mvestment.
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Critical accounting estimates and judgemeants

The most significant critcal sccountng estimains relate 1o the ssstssment of impairment of our imvestment in Bonk of Communications Co. Limited
|"Balom"], which inwohms esbmatons of value in usa

Juid gisraaivts Estimates

= The ViU codculption uses discounted cish flow projechons based on monagement's
best esumates of futune sarnangs svailable to ordinary sharsholders prepared in
accordances with HKAS 38

= Key sssumptions are used in estmatng BoCom's value in use, the sansitvity of the
vy i ugs celculntons 1 different sssumphons snd & sansitivity anahysss ths
shows the changes in key sssumpnons that would reduce the eocesa of value in e
ower the chrfysndg dmount {1he “headrodm] 1o nil aré described in: Note 14

(b} Income and expenses

Cperating incomda

Intarest income and expense

Intarast incomea and expensze for all financial instrumants, axcluding those classifed ag held for trading or dezignated at fair value are
recognised in ‘Intarast incoma’ and ‘Interest expanze’ in the incoma statament using the affactive interest method, Howewvar, &5 an

excaption to this, interest on debt instrumanis issuad by the greup for funding purposes that are designatad under the fair value aption 1o
reduce an accounting mismatch and on dervatives managed in conjunction with those debt instrumants is included in interest axpensze.

Interast on credit impaired financial aszels iz recogniszed using the rate of interest used to discount the future cash flows for the purpose
of measuring the impairmant loss.

Novr-interest income and expenze

The group generates fes incomea from sarvices provided at a fixed price over time, such az account service and card feas, or when the
greup dalivers a spacific tranzaction a1 a poaint in tima such as broking cervicas and import/axpon sarvicas, With the axeaption of canain
fund managament and performance fees, all othar feas are generatad at a fixed price. Fund managemeant and performance feas can be
varable depanding on the size of the customer portfolio and the group’s performance az fund manager. Variable fees are recognised
whan all uncertaintiaz are recclvad. Fee income ic genarally earned from short tarm eentracts with paymant tarmes that de not include &
significant financing componant.

The group acte as principal in the majonty of contracte with customers, with the axception of broking services. For brokerage trades
whare the group acts 3 an agent in the transaction it recognizes broking income net of fees payable to other parties in the arrangemaent.

The group recognises fees earnad on transaction-based arrangements at a pomnt in time whan it has fully provided the service to the
customer. Where the contract requires services to be provided over time, incoma is recognized on a systematic bazis over the life of the
Bgraameant.

Whera the group offers a package of carvicaz that contamne multiple non-dizstinet performance abligations, such ac thoze included in
account cervica packages, the promizad sarvices ara treated ac a cingle parformance obligation. If a packaga of sarvices containg distinet
perfermance obligations, such a3 those including both account and insurance senices, the correspanding transaction price is allecated to
aach parformance chligation baced an the estimatad stand-alene zalling prices.

Dividend income i recognised whan the right to receive paymaent is established. This is the ex-dividend date for listed squity securtias,
and uzually tha date whan charehaldars approve the dividend for unlicted equity securitias.

Mat incomafaxpanza) from financial instrumentz meazured a1 fair value through prafit or loss includas the following:

= ‘Mat income from financial instrumenis hald for trading or managed on a fair value bazis®. Thic comprizes net trading inceme, which
includes all gainz and lessaz from changas in the fair value of financial azzetz and financial liabilities hald for trading and cther
financial instruments managed on a fair value basis, together with the related interest income, expenss and dividends, excluding the
affect of changes in tha credit rick of liabilities managed on a fair valua basiz. It alzo includes all gains and leszes from changes in tha
fair valua of darivatives that are managed in conjunction with financial azzets and liabilities meazured at fair valua threugh prafit or
loss.

* ‘Mot incomefexpense) from assets and labilities of insurance businesses, including related dervatives, measured at fair value through
prefit or lecz’. Thiz includes interest income, interast expance and dividend income in respact of financial astets and liabilites
measurad at fair valua through profit or loss; and thoze darivatives managed in conjunction with tha above that can ba separataely
idantifiable from other trading derivatives,

+ ‘Changes in fair value of designated debt instruments and related derivatives’. Interest paid on debt instruments and interest cash
fiowws on ralated darmvatives is presented in intérast expensa whers doing so reduces an accounting mismatch,

+ ‘Changes in fair value of ather financial instrumaents mandatenly measured at fair value through profit or lass”, This includes interast
on instrurments that fail the solely payments of principal and interest ("SPPI') test. Sea (d) below.

The scceunting policias for incurance pramium income are disclesed in Mote 1.2{j).
{e} Valuation of financial instruments

All financial instruments are initially recognised at fair value. Fair value is the price that would be recened to soll an asset or paid to
transfer a liability in an orderly transaction between markst participants at the measurement date. The fair value of a financial instrumant
on initial recognition iz ganarally Az tranzaction prica (that iz, tha fair value of the consideration given or recaived). However, if thera iz a
difference batwean the transaction price and the fair value of financial instruments whose fair value is based on a quoted price inan
active market or a valuation techniqua that uses only data from obzervable markets, the group recognises the differance as a trading gain
or loss at inception ('a day 1 gain or loss’). In all other casas, the antire day 1 gain or loss is deferred and recognised in the income
statemant over tha lifa of tha tranzaction until the trancsaction matures, iz elocad aut, tha valuation inpute bacome obzarvable or tha
group anters into an offsetting transaction.

The Hengkeng and Shanghal Banking Cerporation Limited Annual Report and Ascounts 2021 81

265/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Notes on the Conzolidated Financial Statements

Tha fair value of financial instrumants is generally measured on an individual bagis. Howevear, in cases whare the group manages a group
of financial assets and liabilities according to its net market or credit risk exposure, the fair value of the group of financial instruments
measured on & net basiz but the undaerlying financial azeets and liabilities are presentad saparataly in the Conzolidated Financial
Statemants, unlass they satisfy the HKFASs offsetting criteria.

Critical sccounting estimates and judgements

The mujority of valunbon techniques employ only obsenable markoet date. Howiinver, Sermin fingncial instruments ore clossified on the bosis of valuation
wchniques that Seanins ong of mode significont maskat inputs that ore unobeervable, and for them, the messyrement of foir valee & mone jdgemental

Judgemerts Estimates

= An ingtrument in i entirety 15 clnesified as valued ugsing significant unobsenable n Datmils on the group’s leawsl 3 financisl instrumens snd the
Inputs if, 10 te openon of management, 8 sgnificant propadton of the instrument’s.  senasmvity of thed valuabon o the affect of apphnng remsonshis
Inception profit of greas: than 5% of the metiument’'s valuation 8 diven by possible alternmatneg ESsumpbons n determining their fair value
unobsanvable mputs ate geloutin Note 33

& "Unobservable’ i s context mesns that thers s lime of no current market datm
avanlebla from wihech © deirminag the price arwhich an arm's |E'F'g|:"| Lranaschon
wiould be liksby o oocur It genemaly dogs not mean that thare 8 no daca svailabie
at 8fl upon which © base & deisrminaton of fairvalue [conganaus rcing dat
may. for examphe, b used)

{d} Finaneial instruments measured at amortized cost

Financial assets that are held to collect the contractual cash flows and which contain contractual terms that give rise on specified dates
to cach flows that are solaly payments of principal and interest are measured at amortized cost. Such financial assats include most loans
and advances to banks and customars and soma dabt sacurities. In addition, most financial liabilities are meazurad at amonised cost.
The group accounts for regular way amonized cost financial instruments using trade date accounting. The carrying value of theze
financial assets at mitial recognition includes any directly attributa ble transactions costs.

The group may commit to underwriting loans on fixed contractual tarms for specified periods of tima. Whan tha loan arising from the
lending commitmant iz expacted to ba held for trading, the commitment to land is recorded as a derivative. When the group intands to
hold the lean, the loan commitrmant is included in the impairmeant caloulations sat out below,

MNon-trading reverse repurchase, repurchase and similar agreements

When debt sacurities are zold subject 10 a commitment to repurchase them at a predetarmined price (‘repos’). they remain on the
balance csheat and a liability is recorded in respect of the concidaration recaived. Securitias purchaced under commitments 1o rasall
{‘reverse repos') are not recognised on the balance sheet and an asset is recorded in respect of the initial consideration paid. Mon-trading
repos and reverse repos are measured at amortised cost. The differance betwean the sake and repurchase price. or between the purchase
and rezale price, iz treated az intarest and recognized in net interest incoma over tha life of the agreament.

Contracts that are aconomically aquivalant to reverze repo or rapo agresmants (such as salas or purchaze: of debt securities entared into
tagathar with total return swaps with the zame counterparty] are accounted for cimilarly te, and prazented togather with, reverse repo or
repo agreaments,

{#) Financial assets measured at fair value through other comprehensive income {"FVOCI')

Financial aczats hald for a businezs modal that is achiaved by both collecting contractual cash flews and salling and which contain
contractual terms that give rse on specified dates to cash flows that are solely payments of principal and interest are measured at FVOCI
Thazae compriza primarily debt cecuritiez. They are recognized en the trade date whan the group antars inte contractual arrangamenis to
purchaza and are nermally derecognised when they are aither seld or redeamad. Thay are subzequently rermeaczured at fair value and
changas therain {excapt for thoza relating to impairment, intérast inceme and foraign currency exchange gains and locses) are
recognizad n OCI until the assets are sold. Upen dizpesal, the cumulative gains or losses i OCI are recognised in the income statemant
az 'Gains less losses from financial nstruments”. Financial assets measured at FVOCI are included in the impairmeant calculations set out
balew and impairmant ic recogniced in the income statemant.

(fi Equity securities measured at fair value with fair value movements presented in OCI

Tha aquity sacuritias for which fair value movements are shown in OCl are business facilitation and other similar investments whera the
group halds the invastments other than 1o genarata a capital return. Gaing or lozces on the darecegnition of thesa aquity securitias are
not transfarred to the income statement. Dividend incoma iz recognized in the incomae statamant,

{g) Financial instruments designated at fair value through profit or loss

Financial instrurnants, other than thosa hald for trading, are clazzified in thic category if they meat ona or mare of the eritaria set out
balow and ara zo designated irrevacably at incaption:

* The use of the designation removes or significantly reduces an accounting mismatch

+ A group of financial assets and liabilities or a group of financial habilities i managed and itz performanca is evaluated on a fair value
basiz, in accordance with a documantad risk managemant or investmant stratagy.

* The financial lability containg one or more nan-clossly related smbedded dervatives,

Dazignated financial sssets are recognized whan the group enters into cantracts with countarparties, which = genarally on trade date,

and ara normally derecognized whan the rights to the cash flows axpire or are transfarred.

Deszignated financial abilitiaz are recognised when the group enters into contracis with counterpartias, which iz ganerally on settlemant
date, and are normally derscognized when extinguished. Subzequant changes in fair values are recogniced in the incomea statamant in
‘Met income from financial instruments held for trading or managed on & fair value basis’ or ‘Net incomalexpansa) from assets and
liabilitias of insurance businaszes. including relatad derivatives, measured at fair valua through profit or loss” axcapt for tha affect of
changas in tha Eabilities' credit sk which is pragantad in OCl, unlass that treatmant would creata or anlarge an accounting mismatch in
prafit or logs,

Under the above criterion, tha main classas of financial instrumants decignated by the group ara:
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* Dabt instruments for funding purposas that are designated to reduce an accounting mismatch. The interest andler foreign axchange
axposura on ceriain fived rate debt sacurities issued has bean matched with tha interest andlor foreign exchange exposure on cartain
swaps as part of a documeantad risk managament siratagy.

* Financial assats and financial labilities under unit-linked and non-linked investmeant contracts. A contract under which the group does
not accapt significant insurance risk from another party is not classified az an ingurance contract, other than investment contracts
with discreticnary participation features ['DPF'), but iz accounted for as a financial liability. Customer liabilities under inked and
cartain non-linked investmant contracts issued by incurance subzidianez are datermined baced on the fair value of the azzets held in
the linked funds. If no fair value designation was made for the related assels, at least some of the assels would otherwise be
measured at either fair value through OCI or amortised cost. The related financial agsets and liabilities are managed and reported to
managamant on a fair value baziz. Dazignation at fair value of the financial aszetz and related liabilitez allews changes in fair values
to be recorded in the incomea statement and presented in the zame lina.

= Financial liabilities that contain beth depozit and derrvative components: Thaze financial liabilities are menaged and thair parformance
evaluated on a fair value basis

{h}) Derivatives

Darivatives are financial instruments that darive thair valua frem the price of undarlying items such az aquitias, interast ratas or othar

indicas, Derivatives are recognized inttially and are subsaquently measured at fair value through prafit or loss. Derivatives are clacsidied as

assats when their fair value i positive or az liabilties whan thair fair value iz negative. This includes ambadded derivatives in financial
labilitias which are bifurcated from the hest centract when they mest the definition of a derivative on a stand-alone basis.

Wherae the darivatives are managed with dabt securities issued by the group that are designated at fair value, the contraciual interest ic
shown in ‘Interest expense’ togethar with the interest payable on the issued debt.

Hedge accounting

When derivatives ara nat part of fair value dezignated relationships, if hald for rick managamant purposes thay are designated in hedge
accounting rélationships whare the required criteria for documantation and hedge effectivensss are mat. The group uses thezs
darrvativesz or, whera allowad, other non-derivative hedging instruments in fair value hedges, cash flow hadges or hedges of net
invaztments in faresign cparations as apprepnate to the risk being hadged.

Fair value hedge

Fair valua hedge accounting doas not change the recording of gains and loszes on derivativas and othar hadging instrumants, but results
in recognizing changas in tha fair valua of the hedged azszets or liabilities attributabla to the hedged rigk that would not othanvizae ba
racogniced in the incoma ctatemeant, If a hedge relationship ne longar maets the criteria for hed ge accounting, hedge accounting is
discontinued and the cumulative adjustment 1o the carmying amount of the hedged item is amortised to the income statement on a
racalculated effective interest rate, unless the hedged item has been derscognized, in which caze it is recognized in the income
statemant immeadiataly.

Cash fow hedge

The affective portion of gains and losses on hedging instruments iz recognizad in OCI and the ineffactive portion of the change in fair
walua of darmvative hadging instrumeants that are part of a cash flow hedge relationship is recogniced immadiataly in the incoma
statamant within ‘Net income from financial instruments held for trading or managed on a fair value basis’. The accumulated gains and
lagtas recognicad in OCI| are reclazzified to tha inceme statemant in the same paricde in which the hadged item affacic prafit or lecs.
Whean a hadge ralaticnship iz discontinued, or panially diseentinuad, any cumulative gain or loss recognized in OCI ramains in aquity until
the forecast transaction = recognized in the incomae statement. When a forecast transaction is no longer expected 10 ocour, the
cumulativa gain or loss previoucly recognicad in OC| iz immediataly reclazzified to the income statament.

Denvatives that do not qualify for hedge accounting

Mon-qualifying hedges are dervatives entered into as economic hedges of assets and liabilities for which hedge accounting was nat
appliad.

{i} Impairment of amortised cost and FVOCI financial assets

Expacted credn losses ("ECL") are recognised for loans and advances to banks and customaers, non-trading reverse repurchase
agreements, other financial aszets held at amortised cost, debt instruments measured at FVOC), and certain loan commitmaents and
fmnancial guarantes contrects. At nitisl recognition, allowanca (or provizion in the case of come loan commitments and financial
guarantess) iz required for ECL resulting from default evants that are possible within the nest 12 manths (or less, whare the remaining lifa
iz less than 12 months) {12-menth ECL’). In the event of a significant increass in credit risk, allowance (or provision) s required for ECL
rasulting from all possible defaul avenis over the axpactad life of the financial instrument (“lifetima ECL"). Financial assets whara 12-
rmanth ECL = recognicad are concidared to be "cltage 17 financial assats that are concidered to have axperienced a significant increace in
cradi rick are in ‘stage 2°; and financial assets for which thera iz objective evidence of impairmant o are conzidered 1o ba in default or
otharwise credit-impairad are in “stage 3. Purchased or ongnated creda-impaired financial assets {'POCI) are treated difforantly as st
out balow.

Credit-impaired (stags 3)

The group detarmines that a financial instrumant & credit-impaired and in stage 3 by considering relevant objective evidence, primarily
whather:

= gontractual paymeants of either principal or intarast are past dua for more than 90 days;

* thera are othar indications that the borrower iz unlikely to pay such as when a concession has bean granted to the borrower for
aconomic or kegal raasens relating 1o the borrowear's financial condition; and

* the loan iz otharwice considerad 1o ba in dafault.

If such unlikaliness to pay is not identified at an earlier stage, it is desmed 1o occur when an exposure iz 30 days past dus, even whers
regulatory rules permit default to be defined based on 1280 days past due. Tharefore, the definitions of credit-impaired and default are
alignad as far as possible so that stage 3 represents all loans that are considerad defaulted or otharwize credit-impaired.
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Notes on the Conzolidated Financial Statements

Intarast incoma iz recognized by applying the effective interest rate te the amortised cost amount, i.e. gross carrying amount less ECL
allowance.

Wrrite-off

Financial asgets (and the ralated impairmeant allcwances) are normally writtan off, aither partialty or in full, when thare i no realistic
prospact of recovery. Whaere loans are secured, thiz is generally after recaipt of any procesds from the realization of zecurity. In
circumetances whare the net realizabla value of any collateral has bean determined and thare i no reazonable axpactation of further
recovery, write-off may be earlier.

Renegotiation

Loans are idantified as renagotisted and clazzified as credit-impairad whan wa modify tha contractual paymant tarms dus to significam
credit dstress of the borrower. Renegotiated loans remain classified as credit-impaired until there iz sufficlent evidence to demonstrate a
significant reduction in the nsk of non-payment of future cash flows and retain the designation of renegotiated until maturily or
darecognition.

A loan that iz renagotiated iz derecogniced if the existing agreament iz cancelled and a new agreamant is made on substantially diffarent
tarme of if the terme of an axisting agreamant ara modified cueh that the ranegetiated loan ic & substantially differant financial
instrument, Any new loans that arise following derecognition svents in these circumstances are considered to be POCI and will continue
to ba disclosed a:z renegetiated loans.

Other than onginated credit-impaired loanz, all other modified leanz could ba trancfarred out of stage 3 if they no longer axhibit any
avidence of baing credit-impairad and, in the cace of ranegotiated loancg, there iz sufficiant evidenca to damonstrate a significant
reduction in the rizk of nen-payment of future cash flows, over the minimum obsarvation peried, and thers are no other indicaters of
impairmeant. These loans could ba transfarred to stage 1 or 2 bazed on the machanizm as degcribed balow by comparing tha niskof a
dafault cccurring at the reporting date (based on tha modified contractual terms) and the risk of a default ooccurring at inmtial recognition
[bazed on the ariginal, unmodified contractual terme). Any amount written offl 22 a result of the medification of contractual tarms wauld
not ba reversed.

Lean modifications other than renegotinted loans

Loan modifications that are not identified az renegotiated are considerad to ba commercial rastructuring. Whera a commancial
restructuring results in a modification {whather legalized through an amendmant to the existing terms or the issuance of a new loan
contract] such that the group's rights to the cash flows under the original contract have expired, the old loan is derecognized and the
naw loan ic racognized a1 fair value, The rights to cash flows are generally considerad 1o have axpired if the commarcial restructures iz at
market rates and no paymant-related concession has been provided. Mandatory and genaral offer loan modifications that are not
borrower-specific, for example market-wide customer relief programmes, have not been classified as renegotinted loans and generally
hava not resulted in darecognition, but thair stage allocation iz detarmined considering all available and supportable information under
our ECL im pairment policy. Changes made to these financial instrumenis that are economically equivalent and required by interest rate
benchmark reform do not result in the derecognition or a change in the carrying ameunt of tha financial instrument, but instead require
tha affactiva intarast rate to be updated to reflact the change of the intarast rate benchmark.

Significant increasa in credit risk (stage 2]

An asceczmant of whathar cradit nizk haz increased significantly sinea initial recognition i parformead a1 each reponting periad by
considering the change in the risk of default ccourring over the remaining life of the financial instremant. The assassment explicitly or
implicitly compares the nsk of default ccourring at the reporting date compared with that at initial recognition, taking into account
reaconable and supponable information, including information about past evants, currant conditions and future sconcmic conditions, The
aszessmaent iz unbiased, probability-weighted, and to the extent relevant, uses forward-looking information consistent with that used n
tha measuremant of ECL. Tha analyziz of credil nizk iz multifacter. The determination of whathar a cpacific factor iz relavant and iz
waight compared with other factors depands on the type of product, the characteristice of the financial instrument and the berrowar, and
the geographical region, Therafors, it iz not possible to provide a single se1 of criteria that will determine what i considerad 16 ba a
significant ncreasa in credit rick and thesa criteria will differ for different types of landing, particularly batwaen retail and wholesala.
However, unbess identified at an earlier stage, all financil assets are deemed 19 have suffered a significant increase in credin risk when

30 days past due. In addition, wholezale loans that are individually azzeszed, which are typically corporate and commearcial customars,
and included on a watch or worry list are mcluded in stage 2,

Faor wholacala portfolics, the quantitative comparnizon ascassec default rizk using a lifatima probability of dafault {'PD') which
ancoempasses a wide range of information including the obliger's customer risk rating ("CRR'), macroeconomic condition forecasts and
cradit trancition probabilities. For ongination CRARz up to 2.3, significant increasza in cradit rick i measured by comparing the averaga PD
for the ramaining term estimatad at onigination with the equivalent estimation at the reporting date. The quantitative meazure of
cignificance variaz depanding on the cradit quality at origination as Tollows:

Drigination CAR Significence trigger = FD to iIncrease by
0112 15bps
ke 3 S 20008

Far CRR=z greater than 3.3 that are net impaired, a significant increasa in credit rick iz considered to hava occurrad whan the erigination
PD haz doubled. The significance of changes in PD was informed by expert credit risk judgement, referanced 1o histornical credit
migrations and to relative changes in axternal market mates.

For loans eriginated prior 1o the implementation of HKFRS 39, the origination PD does not include adjusiments 1o reflect expectations of
future macroeconomic conditions since these are not availabla without the uze of hindzsight. In the abzence of thic data, origination PD
must be approximated assuming through-the-cyela {'TTC') PDe and TTC migration probabilfies, consstent with the instrument’s
underlying modalling appreach and tha CRR at origination. For thasa loans, the quantitative comparisan iz supplamantad with addi#ional
CRR detaricration based thresholds as set out in the table balow:
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Addinisnel aignificance criterla - Numbasr of CRRA grads notchea deteromban

Qrigination CRAAR reqaired o Idemtify ae clgnificent credit deterioration (stage Z) {> or equad o)
0 B nofches

11-42 4 noaches

A4 351 3 noaches

H2-11 2 noaches

T2-82 1 nodch

B 0 noack

Further information about tha 23-grade scale used for CRR can be found on page 30

Far certain porticlios of debt secuntias whaere external market ratings are available and cradit ratings are not used in credit risk
managamant, tha dabt securdias will ba in stage 2 if their cradd rick incraages 1o the exdaent thay are no longer considerad investmant
grade, Investmaent grade iz whaere the financial ingtrumaent has a low risk of incurmng losses, the structure has 3 strong capacity to meat
itz contractual cash flow obligations in the near term and adverse changes in sconomic and business conditions in the longer term may,
bt will net necessarily, raduce the ability of the borrowar to fulfil their contractual cazh flow cbligations.

Far ratail portfolios, dafault rick ic azseszed using & reporting date 12-month PD derived from cradit scores which incorporates all
available information about the custamer. This PD iz adjusted for tha affect of macreeconomic foracasts for parieds longer than 12
months and is considered 1o be a reasonable approximation of a lifetime PD measure. Retail exposures are first segmented into
hamoganeous porfolics, generally by country, preduct and brand. Within each portfelio, the stage 2 accounts ara defined az sccounts
with an adjustad 12-month PD greater than the average 12-menth PD of leans in that portfelic 12 monthe bafore they becama 30 days
past dus. The expert credit rizk judgament is that no prior increasa in credit risk is significant. This pertfolio-specific threshold identifies
loans with a PD highar than would be expected from loans that are parforming az criginally expected and highar than what would have
baen accaptable at crigination. it therefore approximates a comparisen of ongination to reporting date FDs.

Unimpaired and without significant increasze in credit risk — (stage 1)

ECL resulting from default events that are possible within the next 12 months i recognised for financial instruments that remain in
stage 1.
Purchaszed or onginated credit-impaired ("POCI')

Financial assets that are purchaszed or criginated at a deap dizcount that reflects the incurred credit losses are considered to ba POCI.
Thig pepulation includes the recognition of a new financal instrument following a renagotiation where concessions have been granted
for econemic or contractusal reasons ralating to the barrowar's financial difficulty that othansize would not have bean conzidared. The
amount of change-in-lifetime ECL iz recognized in incoma statemaent until the POCH iz derecognized. even if the lifetime ECL are lezs than
the amount of ECL included in the estimated cash flows on initial recognition,

Movement between stages

Financial assets can be transferrad between the different categones (ethar than POCH depending on their relative ncrease in credit risk
singe initial recognition. Financial instruments are transferred out of stage 2 if their credit rick 15 no longer considered ta be significantly
increazed since initial recognition bazed on the assessmants deccribed above. Except for renagotiated lcans, financial instrumants are
tranzferred out of stage 3 when they no longer exhibit any evidence of credit impairment as described above, Renegotiated loans that are
Aot POCH will comtinue 1o be i stage 3 until thare iz sufficient evidence 1o demonstrate a significant reduction in the nsk of non-payment
of future cash flows, observed over a minimum one-year pariad and there are ne other indicators of impairmant. For koans that are
astaczad for impairmant on a portfolio basie, the evidensa typically camprices a hstory of paymeant performanca agamet the onginal er
ravised tarms, as appropriste 1o the circumestances. For loans that are assessed for impairment on an individual bacis, all available
evidance iz aszessed on a case-by-case basiz,

Meazurement of ECL

The accezemeant of credit nek, and the estimatien of ECL, are unbiased and probability-waighted, and incorporate all available information
that iz rebevant 1o the assessment including information about past events, current conditions and reasonable and supportable forecasis
of future eveants and economic conditions at the reporiing date. In addition, the estimation of ECL should take inte account the time value
of monay.

Im ganeral, the group caleulates ECL using three main compananis, a probability of default, a less given dafault ['LGD") and the axpocura
at default {'EADL

The 12-month ECL iz caleulated by multiplying the 12-manth PD, LGD and EAD, Lifatima ECL = calculated using the lifetime PD instead
The 12-menth and lifatime PDs represent the probability of default occurring over the next 12 months and the remaining maturity of the
instrurnant respectively.

The EAD reprazants the expectad balance at default, taking inte aceount the repayment of principal and intarest from the balence chest
date to tha default evant togather with any expacted drawdowns of committed facilfties. Tha LGD represants expaciad losses on tha EAD
given the avent of default, taking into account, ameng other attnibutes, the mitigating effect of collateral value at the time it iz sxpected
to ba realized and the time value of money.

The group makes use of the Basel || IRB framework where possible, with recalibration to meet the diffaring HEFRS 9 requirements as st
out in the fallowing table:
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Notes on the Conzolidated Financial Statements

Badel Regulatery eapital HHKFRS 0
« Throagh the cycle [represants long-run sverage PO throughouta « Pointn ome [based on current conditons, adjuated 1o take no
D full scondm o cycle] BeCount eshimates of future condisons hat will impact PD)
» The defimiton of defoult mcludes o backstop of 804 doys past = Default beckstop of 80+ dwys past due for all portiohcs
o us
EAD o Cannot be lower than current balance = Amornsaton captured fof mrm products
= Diwnturn LGD [conssgtent losses axpected 10 be suffered duning = Expected LGD [based on estimate of loss goven defsult including
# sevare but plaugible ecanomes downim] thie expectsd impact of future economie Sonditons such a8
= Aegulstory foors may apply © mitigate rak of underssimating changes in value of colliteral]
LGD downturn LGO dus 1o lack of histoncal data & N floars

Digcounted using the anigenal effectvie interest e of the loan
Oy costs sesociated with obtminingfselling collateral mohuded
Digzounted back from pointol defsul w batance gheer dams

Duscounted using cost of copitnl
= All coflection costE inciuded

Chhes

While 12-month PDs are re-calibrated from Bazal medals where poszible, tha fetime PDe ara determined by projecting the 12-manth PD
uging a term structure. For the wholesala methodology, the lifetime PD also takes into account credil migration, i.e. a customer migrating
through tha CRR bands cver itz life.

The ECL for wholacals stage 3 ic determined on an individual bagiz using & discounted cash flow ('DCF) mathodology. The axpected
futura cash flows are based on the credit rick officer’'s estimates as at the reporting data, reflacting reasonable and supponable
assumptions and projections of future recoveries and expecied future recmpts of interest. Collateral iz taken into account if it & likely that
tha racovery of the cutstanding amount will includa realization of collateral bazed on the estimated fair value of collateral at the time of
axpactad raalization, lecs cocts for obtaining and celling the collateral. The cach flows are diccountad at a reazonable approximation of
the original affective intarest rate. For significant cases, cash flows under four diffarent ccenarios are probabiity-weighted by reference 10
the aconomic scanarios applied more ganarally by the group and the judgement of the credit nzk officar in relation to the likelihcod of tha
workout strategy succeeding or recaivarship being required. For less significant cases, the affect of differant econemic scananos and
work-out strategies ic approximated and applied as an adjustmant to the most likaly sutcome,

Paricd ovar which ECL 15 measured

ECL iz meazured from tha inftial recegnition of the financial azset. The maximum peried considered when measuring ECL (ba it 12-month
of lifatima ECL) i= the maximum contractual period aver which the group is expetad 1o eredit risk. For wholazale everdrafie, eredit rick
managemant actions are taken no less frequently than on an annual basis and therefore this peried is to the axpected date of the next
substantive credit review. The date of the substantive credit review also rapresents the initial recognition of the new facility. Howaver,
whare the financial instrument includes both a drawn and undrawn commitmeant and the contractual ability to damand repayment and
cancel the undrawn commitment does not serve to limit the group’s exposure 1o credit risk to the contractual natice pariod, the
contractual parnod doas not determine the maximum pencd considered, Instead, ECL 12 measured over the panod the group remams
axposad 1o cradit nzk that iz not mitigated by credit rick managament actiens. This applies 1o retail ovardrafiz and eredit cards, whare tha
parod iz the avarage time taken for stage 2 exposures to default or cloze as performing accounts, determined on & portfolio basiz and
ranging from between twa and cix years. In addition, for these facilities it is not possible to identify the ECL on tha loan commitmeant
componant separataly from the financial asset component. As a result, the total ECL is recognized in the loss allowance for the financial
aczet unless the total ECL excesds the grose carrying amount of tha financial aszet, in which caza the ECL iz recogniced ac a provision,

Forward-loocking economic inputs

The group applies multiple forward-leoking global aconomic scenarios datermined with referance to extarnal forecast distributions
represantativa of itz view of forecast economic conditions. This appreach is considerad sufficient to calculate unbiased expectad loss in
most sconamic anvilanments. In cerain aconamic anvironmants, additional analysic may be nececsary and ray recull in additional!
alternative scenarios or adjustmants, 1o reflact a range of possible sconomic outcomaes sufficiont for an unbiased estimate, The detailed
mathodology iz dizclosed in 'Meazuremant uncantainty and cenzitivity analyzic of ECL ectimatas’ on pages 35 to 39,

Critical sccounting estimates and judgemeants
The calculation of the group's ECL unoer HKFAS B requirss e Qroup 1o maks o numbar of judgemen s, sesumpuons and estmates. The moatsigniicant
mig $otout Delow

+ Defining whatis considensd 1o be 8 sigaificant increass in cisdit riek # The gactons ‘Meagurement uncemanty snd
& Detarmining the ketme and pointof inftal recogarton of overdrafie and credit cands senzitvity anafysis of ECL estmates” marked a8
& Balacting sad cahbranng the PO, LGD and EAD models, wheth suppart the ealeulybons, Budiied fram pages 35 & 36, 38t oul the assumptions

Iriciuding mAkiniy raasons bie and SUpporta bl judgsments SBout how modals ieacrto cureny, L2 in determining ECL and provide an indication of
and futuFe ecOnomic condiions the sensilnaty of the result 1o he appheatean of

differant wesghtings being appled w differant
Selecting medel inputs and scensenic fosecans, malading detsrmining whether sufficientand oo i sagum nbans
Bllul:l"ﬂﬂ'l'lﬂlé‘"f WEIQHE‘\T E00MOMIC TorecaEtE e inColpodaied 10 ceiculate unkesed expaciad
lo8s
= Making mansgement idjestmeants B account for late bréaking events, modeland dats
liemvitamone and deficiencess, and axpart cfedit |1.II.1#H!E ns

-
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{i} Insurance contracts

A contract iz classified as an insurance contract whers the group accepts significant insurance rizk from another party by agresing 1o
compansate that party on the occurrence of a specified uncertain future avent. An insurance contract may akzo transfer financial risk, but
iz accounted for az an incurance contract if the insuranca rick ic zignificant. In addition, the group issues investmant contracts with
dizerationary panicipation featuras ('DPF’) which are alse accounted for az inzurance contracts az required by HKFRS 4 'Insurance
Contracts”,

Met insurance pramium ncomea

Pramiums for life inzurance contracts are accounted for when receivable, excapt in unit-inked inzuranca contracts whare pramiums ara
accounted for when liabilities are established,

Reinzurance premiums are accounted for m the same accounting penod as the premiums for the direct insurance contracts to which they
ralate.

Met insurance claims and bensfits paid and movements in liabilities to policyholders

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

Maturity claims are recegnised when due for payment. Surrenders are recegnised when paid or at an aarlier date on which, follawing
netification, the palicy ceazes to ba included within the calculation of the ralatad insurance liabilitiaz. Death clairme are recognized whan
natifiad,

Reinzurance recoveries are acoounied for in the came pariod ac the related claim.
Future profit participation on insurance contracts with DPF

Where contracts provide discretionary prefit participation benafits to policyholders, lmbilities for these contracts include provisions for the
futura diccrationary banefite 1o polieyhaldars. Thesa provicionz rafleet the actual parfermanca of tha invastmant ponfelio te date and
managament's expectation of the future parformance of the assets backing the contracts, as wall as other axpenence factors such as
mortality, lapses and operational efficiency, where appropriate, The benefits to policyholders may be determined by the contractual
tarrnz, regulation, or past distribution palicy.

Investment contracts with DPF

While investment contractz with DFF are financial instruments, they continue 1o be treated as msurance contracts as required by
HEFRS 4. The greup therafora recognices the premiumes for thaze contracts as revenus and recognises as an expansa the rezulting
increaza in the carming amount of the habdlity.

Im the cace of nat unrealiced Invastmant gaine on thase contracts, whosa dizecrationary banafitz principally reflact tha actual performanca
of the investment partfolio, the correspending increase in the liabilities is recognized in ether the income statement or OCI, following the
traatment of the unrealized gaint on the ralevant assets. In the caze of net unrealized losses, a defarred participating asszet ic recognicaed
only to the axtant that it racovaerability is highly probable. Movermneants in the liabilities arizing from reafised gains and kosseas on ralevant
astals are recognised in tha incomae statement,

Linbilities under insurance contracts and Present value of in-force long-tarm insurance business

Leabilitiez under nen-linked life inzurance contracts are calculated by each lifa ingurance oparation based on local actuaral principles.
Leabilitiss under unit-linked life incurance contracts are at least squivalant to the surrender or transfar value, which iz caleulated by
rafarance to the vahse of the relevant underlying funds or indices.

The group recognises the value placed on insurance contracts and investment contracts with DPF, which are classified as leng-term and
in-forca at tha balance sheat data, as an aszet. The PVIF aszet i presented gross of attributable tax in the balance sheaet and movemeants
in the PVIF azcet are included in 'Other aperating incomea’ on a grozs of tax basis.

Critical accounting estmates and judgements

The valuamon of the PVIF and ingurance conract kabiklies s dependant on Sconomic SEIumpons je g fuTone inestment relurns) and non-economic
agsumpbens (&g relamd 1o palicyhsldar baRBiour of démographass]

Judgements Estimates

* The PVIF sssetiepresents the valus of e equity holdaes' intedest in the BSuing Insurance + The sssumplons are réassessed ot each 18poMting
companies’ profits expactad 1o emerge from these conRACcIS wWiiten 8T the balsnce sheet date and changes in the ssamaes which aflect the
date IrE determined by discounting thoes sxpectsd funire profits UBing BppdopnEas value of PVIF and Insurance cos wsct abilites aie
#BEFUMptions in aesessing factors such as future mormity, Iapes rates, investmant returng and reflecied in the income stemant. More mformation
lovels of expenses, and @ risk dscount rate that reflacts the risk premiem aftributable 1o the 15 included in Notw 16 for PYIF and Note 3 o

respective contracts The PYIF incorporates alicwances for both non-market risk and the value  Labilites under infurance confracts
of Sinantsl spbons snd gunisntees The gactions masked as sudited on pages B2 w66,

* |nsurpnoe contact linbilites are st in socordenco with locs actuanad principks in each ‘Insirance monuiscnng cperotions sk
market, aligned with local reguitony measurement ffameworks Core judgémants made in management’ provede an indication of the sensiimty
apphying these frameworis include demographic and behowicuml nssumptions, expense of the result to the spplicotion of different waightings
BREUMPLONE BN MVERTMENT MEhn ssEumpBons bang apphed to diffarent sconomas and non-
BCONOMIC BsUMpLong
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Notes on the Conzolidated Financial Statements

{k} Property
Land and builldings

Land and buildings held for awn ute ara carried at their revalued amount, being tha fair value at the date of the revaluation less any
cubsaquant accumu lated depraciation and impairmant losses,

Revaluations are parformead by profassional qualified valuars, on & market basie, with sufliciant regularity to anzure that the net carrying
amount dees net differ materially from the fair value. Surpluses ansing on revaluation are credited firstly to the income statement, to the
axtant of any deficite arizing on revaluation previously eharged te tha incoma statamant in recpeet of the camae land and buildings, and
ara tharaafer taken to the ‘Propary revaluation reserve’. Deficits arising on revaluation are first set off ageainst any previous revaluation

surpluses included in the Property revaluation reserve’ in respect of the same land and buikdings, and are thereafter recognized in the
income statemant.

Leasaheold land and buildings are depreciated on a straight-line basis over the shorter of the unexpired terms of the leases or the
rarmaining uzsaful ivas.

The Government of Hong Keng owne all the land in Hong Kong and parmits fis use under leazahold arrangameants. Similar arrangeamants
axist in mainland Chine_ The group accounts for e intaresie in cwn use leacahald land and land uze rights in aceordance with HKFRS 16
but discloses these as owned assets when the right of use are considered sufficient 1o constitute contral

Investment properties

Thea greup holds cenain proparties as investments to earn rentals or for capital appreciation, or both, and thoza investrmaent properties ane
included on balance sheet at fair value with changes in fair value being recognised in the income statemaent,

{I} Employes compensation and benefits
Post-employmaent benefit plans

Tha group cparatas & nurmbar of panzien cchamas including defined banafit and definad contribution, and post-amployment banafit
schamas.

Paymants to dafined contribution schames are charged az an expenza a: the amployeec render servica.

Defined banafit panzion cbligations are calculated uzing the projected unit credit methed. The nat charge to the income statemant mainkby
comprises the service cost and the net interest on the net defined benafit asset or lmbility, and is presented in operating expenses.

Remaszuramants of the nat defined banafi azzet or liability, which comprize actuarnal gains and leczes, return on plan accets axcluding
interast and the effect of the asset ceiling {if any, excluding mterest), are recognised immed iately in OCI. The net defined banefit asset or
liability raprasants the prazant value of defined banafit obligations reduced by the fair value of plan assets, after applying the azzet caiing
tact, whara tha nat dafinad banafit surplus ie limited 1o the pracant valua of availabla refunds and reductions in future contributions to tha
plan,

{m) Tax

Income tax comprizes currant tax and deferred tax. Incoma tax iz recognizad in the incoma statement except 1o the extent that it relatas
to tems recognised in OCI or directly in equity, in which cage the 1ax is recognised in the same statement as the ralated tam appears

Currant tax iz the tax sxpectad to be payvable on the taxable profit for the year and on any adjustmant to tax payable in respect of
previous years, The group provides for potential current tax labilities that may arise on the basis of the amounts expected to ba paid to
the tax authorities.

Defarred tax iz racognicad on temporary differances batwaen the carrying amounts of azzetz and liabilitiez in the balance cheat, and tha
amounts attnbuted 1o such assats and [mbilities for tax purposes. Daferred tax i caloulated using the tax rates expactad to apply in the
periods in which the assets will be realised or the labilities settled

Current and deferred tax are calculated based on tax rates and laws enacted, or substantivaly enacted, by the balance sheet date,
{n} Provisions, contingent liabilities and guarantees
Provigions

Provizions are recognised whean it iz probable that an outflow of econormic benafitz will ba required to settle a pracant legal or
constructive obligation that has arican as & recult of past evants and for which a raliable astimate can ba made.

Contingent liabilities and guaranteas
Cantimgant labiies

Contingent liabilities, which include certain guarantees and letters of credit pledged as collateral security, and contingent liabilities related
ta lagal proceadings or regulatory matters, ara not recognizad in the Conzolidated Financial Statements but are disclosed unless tha
probability of settlement is remote

Financal gusraniee contrads

Liabilitias undar financial guarantas contracts that ara not claszifisd as insuranca contracts ara racordad initeally at their fair valus, which
iz generally the fee received or present value of the fes receivable.

The Bank hasz issued financial guarantess and similar contracts to ether group entities. The group elects to account for certain guamniees
as incuranca contracts in the Bank's financial statamentz, in which cage they are maazured and recogniced Bt inzurance labilitiaz. This
alection iz made on & contract-by-contract basiz, and iz irrevecable,
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{o} Impairment of non-financial assets

Software under devalopmant is tacsted for impairmant at least annually. Other non-financial azsete such as proparty, plant and equipment,
intangible assets (axcluding goodwill) and right-of-use assets ara tested for impairment at the individual asset leval whan thare is
indication of irmpairmant at that lavel, or at tha CGU lavel for azoets that do not have a recoverable amount at the individual azzet lavel In
addition, impairmant iz aleo tacted at tha CGU leval whan there iz indication of impairmant at that level. For thiz purpoze, CGU: ara
considered to be the pnncipal operating legal entities and branches divided in a similar manner as the group’s operating segmants,

Impairment testing compares the carrying ameunt of the non-financial asset or CGU with its recoverable amount, which is the higher of
the fair value less costs of disposal or the value in use, The carrying amount of 3 CGU comprises the carrying value of its assets and
leabilitiaz, including non-financial ascats that are diractly attributabla to @ and nen-financial azcats that can be allocated to it on a
reasonable and consitent basis, Nen-financm| assets that cannot be allecated 10 an indnidual CGU are tested for impairment a1 an
appropriate grouping of CGUS. The recoverable amount of the CGLU is the higher of the fair value lass costs of dicposal of the CGU, which
iz datermined by indapandent and qualified valears whera relevant, and the valua in use, which iz calculated based on appropriate inputs.

When the recoverabla amount of a CGL iz lezs than it carrying amount, an impairmant kess is recognised in the incomea statemant to the
axtent that the impairment can be allocated on a pro-rata basis to the non-financial aszets by reducing their carrying amounts to the
higher of thair respective individual recoverable smount of Al This impairment iz not allocated 1o financial azsets within & CGU.

Impairmant loss recognised in pricr pariods for non-financi | assets is raversed when thers has been a change in the estimate used 1o
datermina the recoverabla amount. Tha impairmant loss is reversed to the axtant that the carrying amount of the non-financial assets
would not excead the amount that would have bean determined (net of amortization or dapreciation) had ne impairment loss bean
racognised in prior pariods,

2  Operating profit

{a) MNet interest incoma

Mat intarast incoma includes

2021 20

HHSm HEgery

IMaFaEt iSO aG0anEd on mosied fnananl sesats ns bl
Iirarast |mma-;_m;-g7m:q.: ;n_l:n:-:;:::m P cad Bt nmi;\-rt;:; oot 106916 12 .l‘,‘.'.l‘.E:.
14,461 20187

it axpsids on Te W - t L i 1 [
mandatonly maseured ot fas vl (20.907) (55,135)

{b) HNet fee income

Mat fee incoma by reportable segmaents

Wienlth and Markets and
PFarzenal Cammarcinl Glabal Securites Corporate Orthar {GIM-
B o' -2 o' B g z Centre? other}? Totnl
P — I‘“ﬂ ““m m"" "m mh WT' ““
Account Barvioes a9 929 JET TO _ — 2175
Funds undas menagemant wBax7 #39 16 2028 - - BE&10
Casde 7.558 207 40 - — — 7.808
Gradt focd s 409 1,371 1,204 2 - - 3146
Bralung moome 5477 59 - BED - - B415
Imporiafpons = 2,462 594 - - - 3,058
Unit truets 7,373 176 1 - - - 7,550
Undararibng 1 1 BES Gay - - 1,554
Ramtancas 255 1.843 5 - - - 2813
Hobal custody a7ra 50 47 3414 - - 4,487
rsrancs ppancy sommisgon 1,326 114 1 - - - 1.441
Crtbir 2,329 2,675 2,497 3,413 {2, 156) a B.768
Fee income 3244 10,536 5,451 10,538 {2,154 a 57,819
Fas axenae (B814) (7o) (Fos) 14,609 2,309 ) 12,523)
Yoar anded 31 Dec 2021 23,827 9,828 5,746 5.730 243 [a) 45,296
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Notes on the Conzolidated Financial Statements

Mat fee incoma by reportable segments (samtinuad)

Waalth and Marieqty od

Personal Commancal Gobal Sqounirim Ereporaie Crthar (455 .

Banking' Banking" Bumieing'? Saheca’ Carvira atmai! Tl

HEEm S HEEn HiKET HiEm HK3m HEKEm

ASEoUnT BarnGER ] ==L £97 Ed 3 u &5
Funds under misrsgarmans 6,07 BT B 1. 768 = - 7544
Cands B 753 171 k) - 1 - B.535
Cradit facdvtian 242 1247 1175 - - - 2,871
Enking indomia LAT2 [51=] - (55r ) - — E,HE_
Irmpantalagpans - 276 T55 - 1 — 2,857
Linst trugta 6,961 142 1 - - - B, 104
Lindanwniing 1 1 B %) 192} — 14611
Rarnittences 280 1,630 Ear - (8] - 2553
_Blobnl sumtody Sdi bz o) L5146 — - 355
IMBUTONGS BQATICY COM M SR 1,308 10 1 - - = 1,418
CHbe 2,512 2,083 2288 22683 2. 16 8120
Faa noomia .03 9,650 B,185 8,408 2. 148] 3 2,570
R ] 17.164] il [Fas) ] 2508 145 19000
Yans ancied 31 Dwo 2020 P 2,002 5.532 £ 573 152 23} 41 570

T In 2027, the cards scquinnyg business has bean rransferred from Commercial Banking ('CME ) and Global Bamking ('GB') ro Waalth and Personal
Banking ( V/PE] toalign with the business model Comparatives have been re-presented to conform to the current year's presentation

2 Inthe second half of 2021, the réportabilé sagments have Been changed ro réflece the change in the manageé ment of the Glabal Banking and
Markets '{GEM] business, with the spliting our of G5 and Markers and Secuniies Senvices ['MS55') az saparate repotable segments, whils GEW-
Cther (préviously reported within GEM &5 now reparted under "Other (GEM-other)’. Comparatives have been re-presented to conform 1o the
CLFFERT 8ar's pracantanan. Further datals on the changs in repormable sagmants are saf out i Nete 31 ‘Segmental analy=iz’ in rha Cansolidated
Financial Statements.

3 Includas intar-sagmaent eliminanan

Mez fee incoma includas;

e

2021 2020

HH§m HESm
Feas anmngd on fonncal opesta thet am not of fer valee thiough peolit and icee joher then smounis inchuded n datemnng tha
wiiectae ntareat rete] 9,742 a9
- fan incoma 15173 13,@0]
- i fpangs 5431 AT
Fea aamed of trust and ofbat Tiducany echvfias 11,242 4746
~ faa neome 1;.3] 11,02
= ik aRpETBA {1 11257

{c) Metincome from financial instruments measured at fair value through profit or loss

2021 =]

HK§m HEK3m
MNet incomaiaxpense] arising on:
Bat trading activdies 25,838 5,141
Cbar weplrurmnants rearagad on s fee valus bass {1.529) 2 284]
Met ineome from financial (nar Tl for trading or m ged on & falr walue basis 2&359 220
Faandal oassts ald 10 mest badnlites undar riunancs and rmmsimant centredts 17.837 164803
Rstlrioied b GueornanE undad envaElimant contmets 343 12745
Met incemae from assets and Habilities of insurance businesses, including related derjvatives, measured at fair value
theeugh prafit or loss 18,180 13,128
Charga m fair walue of designinted debt msued and ralnted darwmstvaes’ [Lal]
Ghangas m e vales of othar finences! istumants mendstorily mensuied 8t fair waive through profit or lgss Eﬁ 138
Yaar anded 31 Dec 45875 £5 26T

T [(nciwdes debe instrumeanes wiich are issued for funding purpasas and are desgnated undar the fair value opron ro reduce 3 accounming
ETareh,

{d) Other operating income

2021 2020

HH§m HMKdm

Blavarmant N prosent wiss of n-forcg meumsncs busnass {1.294) a840
Farial based) o FrveElmant phooadtme 277 BEDE]
Losses on deposal of proparty, pleent and souipmant and essats hedd for saig {54) B
Gonatlossssl on dapcenl of subpdarss, stsccates and busnass pertiohes 4 e}
Hantal ingome fram rivestmsant progenise 333 arn
Dhvrdand indaime 198 165
Ctihar 2,509 254
Yaar anded 31 Dac 2.033 6612

Thars was a gain on disposal of loant and recaivables of HES$77m in the year (2020 loss of HKS52m). Thera was a less on disposal of
finaneial liabilitiaz maazured at amortizad cost of HK3126m in tha yaar (20200 mil).
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{e) Change in expected credit losses and other credit impairment charges

Changa in expected credit loczes and othar cradi impairment chargaz ansing frem tha follewing azzet categorias:

Fard | HE

HE$m Hgm

Lot arvd chiBnols Do Danks and Suslomais 7.055 16,609
= vy &l knwences not of sllowenos flesess B,065 17,848
= rgpeovarad of emounts praviously writtan off [1.01 |Tas
Liaan aarmmdrmants and gusranisss {583 EGd
Othaer fnanom| sasats 167 EAG
Ywar andoed 31 Dec ELSH 1273

Changa in expactad credit lozges az a parcentage of average groze customar advances was 0.18% for 2021 (2020: 0.44%).

{(fi General and administrative expenses

2021 230

— L Hithm

Prarfisa@ and & Gufment 2,847 2,604
Merkating snd aghvartsng axpanses 2417 1,568
Qv nen miabent v saparias’ 47,043 A1 541
Yoar ended 31 Dec 52,327 A5 S04

1 include recharges from fallow group entities. Further detal's are sef out in Note 22

Included in oparating axpansas wers direct oparating axpenzas of HK337m (2020: HKE2 1) arizing from invastment propartiss that
genarated rental income in the year. Direct operating expenses ansing from investment properties that did not generate rental incoeme
amounted 1o HK34m (2020: HK$3m).

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

2021 i)

HKgm Fim

Cwnad praparty. plent and squomant 5019 .65
e right-of-usa ossata 2,872 2,346
Year anded 31 Dec 8.891 5,406

{h) Auditors’ remuneration
Auditors” ramunaration amounted to HKS152m (2020: HK$162m).
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Notes on the Conzolidated Financial Statements

3  Insurance business

MNat insurance prermium |Incoma

Manlinked

Inssirance Uniidinked Tatal
HEL§m HH$m HKSm
Bross nEABnca premiaem nooma B2037 2,394 65,335
Sersussra’ shoe of 3198 AeuIac Bremim moome (2.594) {18 (.893)
Year sndod 31 Dec 2021 58,343 2,379 61,732
BaEE NG DRETILMm AGorEe 61.378 GRS GG
Aensusars’ sharm of gross nsumnos pramivsm nooma [&081) (184 A0
Yand anced 31 Des 2020 SaED 157 61.565
Met insurance claims and benefils paid and movement in liabiltiss to policyhaldars
MNon-Bnked
InsaiFanes Uniln-linkead Totsl
HHEm HHSmi HHESm
Gross clime and banalEs pacd snd mosvernaent n lsbhelhes to policyboiders TEASD 1,808 0,057
- claernd, Banalits snd sirrendans pas 18,573 5,735 25,308
Cmovemart o lebites 59,588 12,837 54,749
Aansutars’ gham of clams end banafits pasd and movemant o kabikhas {4,013 4 {4, 0049)
- g, Banaie and surrendans pasd [F & (39 2,087}
= movamant m lmbili=s i, 43 {1,.8522)
Year ended 31 Dec 2021 74,148 10902 76,048
E_'E,’,’_'\_:.'E"_"EL"EJ,?_‘E!I_ﬂ?.;'!ldq‘f.‘_‘?_ﬂ“i‘.?ﬂ?': i bkt to palicyhoidars ?{@-10 6.584 B0 404
= pimena, barsfits snd surrendarns pu-.n:l. IE,E-?& a 6,550 31,%5]
— movamart in labilfss ag.954 | [E) 46,636
Renpurars’ sham of clams end banafits pasd and movemant = kebilhas [&.458)] Rd) [ 450
- eimeng, banafits ond surrenders posd 23731 i) [2.E25]
- movemant in lnbiltas 4 | 16 o
Yanr anced 31 Deo 2020 F2A8 £EE0 17.811
Lmabilgies under insurance contracts
2021 2030
Reinsurers” Hansuress
Gross ahare® Mt Lt g Wt
HEfim HK§m HHfm HX§m HIgm HEgm
Morelinked insursnce
Bi 1 Jan 547,058 {25,361) 521,697 £54,181 [AE.247] AE 2554
Clzrnis mnd banadte pad (18,573 2,048 (16,525) 126,576 2,772 23, k]
Incransafidacanss] it babdiag 1o polievholdars Fa1%9 (8.0 7ol 7480 2. 455) JLI51
Exchenps diffarences ard othar movemaris’ 1.858 {35} 1.821 o, 5T Bid 4515
At 31 Dee G0E.500 127.361) 81,139 547 0658 26, 251] 521,087
Linit-linloed
A1 1 Jan 34,348 (5] 34,344 SR ETE ] T Sa0
Clesrns s baniafite paid {6,735 30 {6, B0} 15,5300 1] 5, 4]
Ingrevanfidecruses! in inbdites 1o palcyhaldars 1.898 4 1902 504 L] 5380
Exshanga diffarencat amd othar mevarn s’ 134 144) 0 1EG 15 180
At 31 Des 28,645 [=1] 29,640 &4.5048 141 walad
Total linkilitias to policyhalders 636,145 (27.388) 810,779 GR1.408 L6, 5] SEE.041
T 'Exchange differences and orher movements’ inciudes movamerts in habdities arizing from net unrealized investment gains racognised in other

comprahensive inoome.,
2 Amounts recoverahila from resnsurance of latwities under insurance conMTracTs ara included in ohe consohdated halanca sheet in "Frapaymant,
docrued imbama and ather assets|

The kay factors contributing to the movament in lakibties to policyhaldars included movements in the market valua of aszets supporting
policyhabder liabilities, death claime, currandars, lapzes, labilniss 1o policyholders creatad a1 the instial incaption of tha policies, the
declaration of bonuses and other amounts attributable to policyholdars,
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4  Employee compensation and benefits

i Fa 20

HE$m HEgm

Wogss ond snlorms” 35,736 Bo.E5T
Lacal sacurity costs 1,344 BAT
Pogt-employmant banal e 2,181 1,528
= dileiid Sonthbution ek plais 1,651 \AEE
= dafad banafit panson pane 530 o
Yoar anded 31 Dec 39261 36,183

T Wages and zalarias’ ineludes rha aiser of share-based payrments arrangarmants of HKS951m (2020: HKSESd .

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 surpluz or deficit, being the diffarence between the fair value of plan assats and the
dizcountad valua of zchama liabilities at the balanca cheat data for each plan. Surpluses are only recognized 1o the extant 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

Falr value of  defined benefit Mot defined
plan aasets cbligations  benefit linb{y
HK$m Mg HEgm
At 1 Jan 2021 10,453 {13,140 {2.687)
Sarvics comt - 1475 4
= LI SV ics cost - [asz) ﬂ%
— pEEL g ivich GOt and panie esas] from astthenenis = 17 17
Net ntarest mocomallixpenss| on Bhae nat defined benalt nesetlmbiktyd ] (125} (48
Ra-rrnsunimn ent affagts mcogriesd N othie SoMpralengsn Nooms SO0 385 285
= Faturn on Pl sesits [eeciudng ntarest nooma) S0 - 500
- motusral gane - =S 385
Contrdubons by tha group 56 - 356
Burealin paid {1, 344 1,407 a7
ExchanGs diffensnogs and ot m-rniman ts 27 E] 30
At ¥ Dec 2021 10,075 {11, 845) {1870
_Rotremant barsdt iabdgias tecognaeed on the Balencs st (1.890)
Ratmament benalt nesats rcagnisad on the balsncs sheat fathin “Prapeymant, Besnssd neoms and ofnar
apbia’| 20
Ar Y Jan 2020 0,302 12, 545| L EAE]
Survics cost = 18] 1218
= gurrert Borvion oot - L5 I-IB.E]]
= phatganacy eogtand gneslliosses] from sattements — hFid 174
Nat ntarae! moomas [Spanes] on the nat Safinsd Barsl® ssmat]linblity] 202 63| 81]
Ra-mensurament atfects recognissd n othar comprehensvg Ncoms A4E RS |=84)
~ rafutn on phen st Excudng el nooma) [ FrT ~ | 445
= achuarsd lowsss | - | 155
Contributiona by the growp B0 — B
Banalits paid 1187 1468 EE
Exchangs diferancas and other movemants [Fil fad| |$E.',!_
Ar 31 Das 2030 10463 [13.1.40) LLERT
Ruatirsmant banalit habsdian recognised on the balence shaet [~ i} ]
Ratirement banelit asssts racognisad on the balance sheat faithin “Prepeymant, sconsed naome snd othar
mEpats’] 14
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Notes on the Conzolidated Financial Statements

Fair valtue of plan assats by asset classes

At 31 D 2021 At 31 D 2020
Chsoted Fmarket Chicbesd mpriest
price in acive B K5 N Bt
Valse Frimrket Therest HSBC W Farieat Tharao! HREC
HHK$m HE$m HK$m Hegm HKSm HEgm
Fai valus of plan nasata 10,075 10,075 257 10L453 10,455 219
= gquitieE 1,232 1,232 - 1647 1,647 -
- bornds BETE BETE - ERez 652 -
= ettt FrvdEanLE 2,980 2,480 —_ 2858 £ B35 -
- gthar' ar7 ary 257 68 B0 219
T Ceher mainly consists of cazh and cash deposts
The Principal Plan

In Heng Keng, the HZEC Group Hong Kong Local Staff Retirement Banefit Schame ('LSRES’), tha Frincipal Plan, covers amployess of the
group and HSEC Global Sarvices (Hong Kong) Limited {the "SarvCo'], which iz a fellow subzidiary of the Group et up in Hong Kong as
par of the recovery and resolution planning to provide functional zupport servicat to tha greup, as weall az cenain othar bocal amployess
of the Group. The Principal Plan comprises a funded defined beneft scheme {which prevides a lump sum banafit on retirement and s
now closed te new members) and & defined contribution schame. Tha lattar was astabliched on 1 January 1589 for new employess, and
the group has bean providing defined centribution plans te all new employeas. Since the dafinad banafit schama of the Principal Plan ic a
final salary lump sum scheme, 1S exposure 1o longevily risk and interest rate rick is limited compared 1o a scheme that provides annusty
paymants.

The Principal Plan = a funded plan with assets which are held in trust funds separate from the group, The investment strategy of the
dafined banafit ccheme of the Principal Plan iz to hold the majorty of aszets in fixed income investments, with a smallar portion in
aquities. The targat asset allocation for the ponfelio is as follows: Fixed income invastments 75% and Equity 25%. Each investmant
manager has bean ascignad a banchmark applicabla 1o thair respactive acset clace The actuarnal funding valuation of the Principal Plan i
conducted at least on a tnennial basiz in accordance with the local practice and regulations. The actuarial assumptions used 1o conduct
the actuarial funding valuation of tha Principal Plan vary according 1o the sconomic conditions.

The trustea, which iz a subcidiary of the Bank, azzumeaz the cverall rezponcibility for tha Principal Plan and tha group has ectablichad a
managamant comm ittes and a number of sub-committess to broaden the governance and managea the concomitant iscuas.

Bath the group and ServCo participate in the Principal Plan that shares ricks batweaan the antities which ara under commean contral of the
Group. As agreed betwesn the group and ServCo, the net defined benefit cost of the defined benafit scheme of the Principal Plan shall ba

charged separataly. Details on the defined benafit scheme of the Principal Plan are disclosed balow.

Mat aszet(lability) under the dafined benafit scheme of the Principal Plan

Inchuded within the group Inchided within Senvla
Preseni Present
walue of et walva of Mt
Failr vabue diefined defined  Falr value defined defined
of pdan benefit Ienafit af plan et beretin
aseots  obligetions limbdiity meewis  obligations Eabdlity
HH$m Higm HKSm HK$m HH$m HH$m
At 1 Jan 2021 4,486 {5.330) [B44) 4,288 (5,001} 13
Sarvice cot - 175 {179) = 171} [LEAY]
- ouventearviescost il = 17 L) =__oml omy
Mat narest incomalwganss) on the net defined barf sesatiTlisbiity] Fr {26) [G!] 1 {24} (£
Fa-rmangunirnant ofless (soopfand i othad comadnaness Neais 265 18 383 250 240 a90
= nafum on plan seests fexobidng nfarast incomae] 285 - 285 250 - 250
—_Biunral poing = 118 18 = 240 240
Contritubons 186 — 1a8d 149 — 148
Harmita paid (585 BES - m‘a 5] -
Exshanigs dilfarencss ard othaer movwmeris 70 183 {13} (k1] a3 2
At 31 Dec 2021 4,424 (4,915 391} 3,845 (4,191} [2448)
Fratieafrant Baral i Dokl R it giand 0 g Balanss aheat {491y 246)
At Y den 2020 4, FEL ] 0] 4,445 [4.960] B8]
Sarvios coat - (R3] (=] - 117 175
- TNt Barvie ookt | | 116z i) —] 11761 1176
Nat Ptaradl incamal ganga) an the nat delmed Denatil s Ul betilny] Bl 1=} I i [E4] il
Aa-mansursrnant affects reoogased n othar corgrahanssns nooma 17d [l @211 110 [297] 87|
= tetum on plon eesety (achiding inberast incami] N = 4 e = "o
= mtuans | s - [=ra (25 = 2971 AT
Contribistons 183 - 1H2 114 = 174
daralng pmd [a5] G443 — [-454] A —
Exchenge diffarences and othar mowsmaents [ (=3} (7] 3} J 4]
A1 B Das 2020 4,458 B0} [E44] 4@35 16,0011 17151
Aatirement baralit Fabi tas racogrused or the balanoa shaat [Gdd) 13

The group expects to make HK$180m of contributions to the defined benefit schame of the Principal Plan and ServCo sxpects 1o make
HE3136m contributions to the defined banefit scheme of the Principal Plan during 2022, This is determinad separataly by tha group and
ServCo by referance to the actuarnal funding valuation carried out by the Principal Plan's local actuary.
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Eenefits expacted to ba paid from the dafined beanafit scheme of the Principal Plan ovar each of the next five years, and in aggregate for
the five years thareaftar, are as follows:

Banefic expacted 1o be paid from tha definad benefit schema of the Principal Plan’

2022 2023 202 2025 2026 2027-2001
An raparted by HH$m HESm HE$m HH$m HE$m HE§m
= Tha group 381 45T 383 383 1 1,898
- Sarvla 266 a4 F33 65 287 1,785
I The duration of the defined benefit obligation i Seven years for the Princioal FRarm unchér The cisclosurs ASSumpoons adosred (2020 seven yearsl,
Fair valus of plan aszetz of the definad banefit echama of tha Principal Plan by asset clazees
AL 31 Dec 2021 As 31 Des 2020
Orioted minrket Quoted maries
price in active precs n acivg
Value minrket Thereof HSBC Vals maieat Tharecd HSES
HiK$m HE §m HESm HESm Hitgm HEgm
Fae valuda of plan nesats 8,369 8,369 i I B2 124
- GQEtas 1,838 1,839 — Rl 2448 -
= bonds 4.7n 4,71 - 4537 BT -
- nRamatve M Elrmanta 1,723 1,723 - 157 1678 -
= pthar' T 78 TE 114 114 HEd

T Oehar manly consses of cash and cazh déposrs

The Principal Plan's key actuarial financial assumptions

The group and ServCo determine the discount rate to be applied 10 the defined beneft schema's cbligations in consultation with the
Principal Plan’s local actuary, on the basic of the current average yialds of Hong Kong Government bonds and Hong Kong Exchange
Fund Metes, with maturities cenzistent with that of the defined benafit ocbligations.

The key actuarial acsumptions used to calculate the group’s obligatiens for tha defined banefit zchame of the Principal Plan for the
year, and usad as the basis for measuning the expanses ware as follows:

Kay actuaral acsumptions for the dafined benafit echama of the Principal Plan

Discownt rate Aate of pay incronse
iy L e pn.
At 31 Dec 2021 1.30 3.00
Fhpa, for J1E0 and 2021
Ar 31 Das 2000 060 Bl 3% oo thatenfte:

Actuarial assumption sensitivities

The dicount rate and rate of pay increase are sensitive to changas in market conditions arizing during the reparting period. Tha
follevweing 1able showe the financmal impact of assumption changes on the defined baneafit schame of the Principal Plan at year and:

The affact of changes in key atzumptions on the dafinad benafit schemea of the Principal Plan

It on HSEC Geoup Mong Kong Locad S1ar Retiemant Benafit
Schima obigation

Financial erpact of inc reass Financial moadt of decreasd
2021 2020 202 2030
HHK$m HICdm HK$m Hicdm
Dracount mte = noassaddacyaaes of 0280 {156 [1EO) 162 165
Py - nzrsesldecransa of 0 26% 160 16 {157} 117481

Directors’ emoluments

The aggregate amalumants of tha Directors of the Bank dizclosed pursuant to section 4 of the Companes (Disclosura of Infermation
about Banafits of Directors) Regulation wera HE$131m (2020 HKﬁWEmf. This comprizas feas (which repreacant the aggragate
emoluments paid to or receivable by directors in respect of their services as a director) of HK$30m (2020: HK326m) and other
emoluments of HK$101m (2020: HK320m) which includes contributions 1o pension schemes of HK$1m (2020 nill. Mon-cash banefits
which ara included in cther amalumeaniz mainly ralate to chare-bazed paymant awards, and the provision of housing and furniching.

Datailz 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 itz subsidwries m Hong Kong have provided for Hong Kong profits 1ax ot the rate of 16.9% (2020: 16.5%) on the profits for
the year asseccable in Heng Kong. Overzeas branches and subsidiaries have similarly provided for tax in the countries in which they
oparate at the appropriate rates of tax in force in 2021, Daferrad taxatien iz provided for in accordance with tha group's accounting policy
in Meote 1.2(m).

Tax axpanza

X021 20

Hi§m HESm

Curment tau 12,480 14272
= Hong Kpng beestan = on cunant year profa 5719 1.916
- Hong Kong texaton —adusimants 0 raspsst of prar yeers (V5a) 5T
= oyargans mxeton = on curmnt yasr profit 708 7068
— OvaTaand MNATON - AdLEFnERt f B0 et of BT Wb 223y [P
Diafwrrad fax 1,528 Frid
.T.ﬂ[?ﬂ@ﬂrﬂaﬂﬂ-l tampeeany difaranses 1,208 a4}
= affact of changas o e rates a2 o5
= mdpmtmants in reapect of phor yesrs 308 Bl
Year anvded 31 Dac 14,-01_5 14 G0&

Tax reconciliation

Tha tax chargad 1o the income statement differs frem the tax charge that would apply if all profas had bean taxed at the applicable tax
ratas in the countries concarnad as follows:

Recaoncikation betwaan taxation charge and accounting profit at applicable tax rates

2021 200
Prafit bafoss tex BESEY 20 158
Moticrnl taa o profit Bafors b caloubstsd ot the ratee ipp bl to prafis m B Sountiees contaied 17.463 18068
Effacts of profits in assocates and goint vantures {3 186) [Py
Mor-imesb ld mcome and gome (ERE:LT] .25
Lacal taxes and ovensass withbokdng texes 2,605 2210
Parmanent dipslowenia 577 GEE_
CHiwirs {353) [
Year snded 31 Dec 14,015 14,506
bovamants of defarrad tax assats and labilitiss
Impairment
Accoelerated sllowanoe on
capiml Inzurancs Expenze finmncinl Revalustion
nltpwances business provislons instruments  of properties Orther? Totml
HE$m HE g HE$m HE$m HH $eri HHE$m HE$m
Ammts 102 — 1,294 2,676 - 3,088 7160
Lot {358) {10,662} - - (14,645} 18.1967) (34,832}
At 1 Jan 2021 {258y {10,562) 1,294 2,676 {14, 845) 6,075 2T 672
Exphonge and othar sdasstmants (151 2 42} {75} (4] (11} (133}
Chasgalleradt] 1o meoma s bemant [LEF] 232 286 80 524 12,506) 1,526}
Chasgaoradit] (o othar comprahenin
aoma — - 1 i1 {863} 1.025 162
At 31 Dec 2021 {304} {10,428) 1,538 2,680 {14,985 {7,571} (28,168}
Aot 176 - 1,557 2,580 - 2,106 6519
Lusbihities’ (Saa) 10,42 8) e = (14,985 18,677 (35, 608)
Bgmata 165 = 1,250 1478 = 2,580 &£ 23
Lol i b hERED 10,5400 = = |16.452] 15,207 a4 1)
At 1 Jan 2020 ] 140, %400 1260 LA 16,4821 227 @
Exghenge and othar sdpestmants & f15] B ol ad] 3 112
Chssgafaradi] to nasma StEtsmant [EiE] ] 15231 176 re] 11,453] L8y
Chargaflcradit] to other comprahsnsna
FOmE - = {14} i 1,140 [EFEd] 182
At 31 Das 2020 [Faiiit |10 B2 1254 2ETE [14.585] .07 EATET3
fuapite' 102 - 1254 2EME - 3,088 1180
Lnbili gt [ 140,66 - - I14.E85] B6T PRI

T After metting off baiances within countries, the balances as disclozed in the Consolidated Financial Statements are as follows: deferred tax assers
HEE3,353m (2020: HKS3,325m); and deferred tax habiites HKSI2 522m (2020 HKS30, 997 ).

2 Orher included deferred ax of HKS5. 523m (2020 HKS4, 295m) presded in respect of degriburable réserves of Dost-acqLisioon resenses of
aszociates that, on destribution or Salfe, wouwld attract withholding tax.

The amount of unused tax losses far which no deferred tax assat is recognized in tha balance sheet s HKE3,130m (2020: HKE3 9689m). Of
this amount, HK$T33m (2020: HKE1,917m) has no expiry date and tha remaining will expira within 10 yeare,
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Dafarrad tax is not recognized in respect of the group's investments in subsidiaries and branches whare remittance or other realisation is
not prebakble, and for those associates and intarests in joint ventures whare it has bean determined that no additicnal tax will arige.

6 Dividends

Dividands to chareholdars of the parent company

0z 2020
HHS por share Hitdem HES pa¢ 5B H%m

Dividends paid on erdinary shares

In raspadt of prewvious year
=_fourh intarim daidand 0.47 21,665 0&a 27006
Iry rempact of curnen® yasr

— Tt mtheen dvdand said 0.26 12,211 013 B.E14
= sooond intarem dindend pead 0.4 11,153 [ ] 8,518
= e mberm daicdend poid 0.4 11,3861 0.2% V00ES
Tortal 1.21 300 112 51616
Dot riutona on othar aQuety iINEtnemants 2,715 2450
Dividends to sharshaldars 59,105 ELIER

On 15 Fabruary 2022, the Directors declared a fourth interim dividend in respect of tha financial year ended 31 December 2021 of
HE$0.23 par ordinary shara (HK$10,584m ) (2020 HK$0.47 par ordinary shara (HEK$21 B85m)). No liability was racordad in the finansial
statements in respoect of the fourth interim dividend for 2021,

Total coupons on other squity instruments

2021 2020
R S HKSm g,
USSS00m Fooed rmte parpatunl subordineted losn [ntorest mto foed ot B B 455 g
USR500m Foced tots pacpetunl subordirated loan [nberest mis foed ot 6 0505 422 A3
URS1 000m Foomd rete pepetusl subordnated ben nberest mte fooed wt & C0as] 474 70
USH1 00 Fiscad #8% parmatisl suboed nited laan et mte fosd st 6172351 576 Ads
URSE00m Fced meta paspatual subordineted loan (nterest mia foied ats 310061 275 245
LSS, 100m Fomd rate perpatusl subordnated ban nbemst mie Toed st & 00084 512 £13
Total 2,715 £ 450
T These subordinated ioans weare sved in May and Jume 2013 and dizcrétionary coupons are pavd annuaily.
7 Trading assets
2023 2020
HHgm HEgm
Teaagary and olbar ahgbla bille 132,104 183656
Debt pacurdns 274,508 205 IR
Equity pacuribas 299,420 168 285
Db 71.418 B5.106
_At 31 Dec 777,450 00,41 4

1 ‘Orher includes reverse répos, stock barrowing, Term lemding and other Socounts with banks and customers.
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Notes on the Conzolidated Financial Statements

8 Derivatives

Metional contract amcunts and fair values of dervatives by product contract typa

Mational Falr vabie = Asseis Falr vahue - Linbilities
Trading Hedging Trading Hedging Tatal Trading Heidging Totsl
HE fm HHgm HE e HE §m HKgm Mg HH$m HiHGer
Farsgn Exchangs 17,721,333 74,732 155,110 3,401 158,511 150,034 523 150,557
Intenest mta 30,382,703 218,885 368,523 4,321 372,844 ITX342 1,406 373,744
Euity 845,058 - 18,611 - 18,611 14,800 = 14,800
Cradit 413,340 = 3445 = 3,446 4437 = 4,437
Commodity snd othar 148,377 - 1,884 - 1,884 23718 - 297
Gress total 49,518,891 293,817 47574 7722 TEE, 296 543,90 1,929 545,920
izl (190,129} (190,129}
At 31 Dec 2021 I65, 167 355,791
Faraign Exchangs V8.2 74,008 100.3T IR 745 202 238 5T h 280082 2585 i
Intanest mte 26,906 525 04 554 HIAH G053 GEE 204 SRTATE B8 xR
Eauity Ea1.514 — 12810 — 13610 18,072 — 18,072
Credit 853,720 - B8 = 5281 E.9E5 = B,5ES
Corramnodity arsd othar 118573 — __,!,1:-'5! — Al B0 = ) _E-,E.{<:
“rose tots| 45,441,908 404,535 GEFI 6851 £25,601 F10524 R =T
gt 00, BRE) frai il
AT Dae 2020 'lE.E-'-E Q&-ﬂ‘-—‘

The national eontract amounis of derivatives hald for trading purpeses and darivatives designated in hadge aceounting ralationzhips
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 three primary purposes: to create risk management solutions for clients, to manage the portfolio risk
arizing from client business, and to manage and hadge tha group's own ricks. Derivatives (excapt for derivativas which are designated as
affactive hadging instrumants) ara hald for trading, Within tha held for trading clasesification are two types of derivative instruments:
those usad in cales and trading activities, and thosa used for rick managament purposes but which for various reason:z do not meat the
qualifying criteria for hedge accounting. The second category includes derivatives managed in conjunction with financal instruments
dazignatad at fair value. These activitiaz are described maore fully balow.

The group's dervative activities give rise to significant open pestiens in perfolios of derrvatives. Thase positions are managed constantly
ta ansure that they remain within accaptable rick lavale. Whan antaring inte derivativa transactions, the group amploys the samea eradit
risk managemant framewerk to assess and approve patential credit expesures that it uses for traditional lending

Trading derivatives

Mozt of the group’s derivative Transactions relate 1o sales and trading activities. Sales activines include the structuring and marketing of
danvative products te customers to enable them to taka, tranzfar, modify or raduce current or axpectad rizcks. Trading activities include
market-making and rick managemeant. Market-making entails quoting bid and offer pricas 1o othar market participanis for the purpoze of
ganarating revenuses baced on spraad and volume, Rizk managamant activity iz undartaken to manage tha rick aricing from eliant
tranzactions, with the principal purpose of retaining clent margin. Other darivatives classified as held for trading include non-qualifying
hadging darvatives.

Derivatives valued using models with unobservable inputs

Any initial gain or loss on financial instruments where the valuation is depeandent on uncbsanvable parameters i defermed over tha life of
tha contract or until the instrument is redeemed, transfarred or zold or the fair value becomeas obzservabla. All darivativas that ara par of
fualifying hedging relationships have valuations bazed on obzervable market paramaters.

The aggregate uncbzarvable inceplion profit yet 1o be recegnized in the income statemant ic immaterial,

Hedge accounting derivatives

The group applies hedge accounting 10 manage the fallewing reks: interast rate and foreign axchange. The group uses deratives
{principally interast rate and currency swaps) for hedging purpozes in the management of its own aszet and hability portfolics and
structural positions. This anables the group to oplimise its overall costs of accessing debt capital markets, and to mitigata the market nsk
which would etherwiza arize from structural imbalances in tha maturity and other profiles of ie aseetz and liabilities, The acecunting
treatmeant of hedging transactions varies according to the nature of the instrument hedged and the type of hedging transaction.
Darivativas may qualify as hedges for accounting purposes if thay are fair value hedgas, or cazh flow hedges.

Fair value hadges

The group antars into to fived-for-floating-intaract-rate swaps 1o manage the axposure to changas in fair valua dus to movemeants in
market interest rates on cartain fixed rate financial instruments which are not measured at fair value through profit or logs, including delbt
cacuritias hald and izzuad,

Sources of hedge ineffactivenass may arize from basis risk including but net limited to the discount rates used for calculating the fair
walua of derivatives, hedges uzing instrumeants with & non-zaro fair valus and notional and timing differences batwean the hedged items
and hedging instrumants.

For some debt securities hald, the group manages interest rate rnsk in a dynamic risk management strategy. The assets in scope of this
strategy are high quality fixed-rate debt zecurities, which may be sold to meet liquidity and funding requirements.

The intarest rate nsk of the group’s fixed rate debt securities issued i managed in a non-dynamic rnisk managament strategy.
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Cash flow hedges

The group's cash flow hedging instruments consizst 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 intarest rates
and foraign-currency basis.

The group applies 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 variable 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 liabitities on the
basis of their centractual terms and other relevant faciors, including estimates of prapayments and defaults. The aggregate cash flows
rapracanting beth principal balancas and intarect cash flows seroze all perifolios are uzed to datermine tha affectivanazs and
insffectivensss. Macro cash flow hedges are congidered 1o be dynamic hedges

The group also hedges the vanabilty in future cash-flows on foreign-densminated financml assets and lmbilfies arsing due 1o changes in
foreign exchange market rates with cross-currency swaps, these are considered non-dynamic hedges,

oOoOooodn

Interest rate benchmark reform

At 31 Decambar 2021, HK399 608m (2020 HEE152,048m) of the noticnal amounts of intarast rate darivatives dasignated in hadga
accounting relationships do not represent the extent of the risk expesure managed by the group but they are expected to be directly
affacted by market-wida lbors reform and in scope of HKFRS Interest Rate Banchmark Referm Phaze 1 amendments.

Further datailz regarding the impact of the market-wide banchmarks reform iz cet out in the 'Top and amerging rickz’ cection on page 20

s cpecified ag "Audited’.

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

or loss
2021 200
Mandntarily Mandatoaily
Dosignated st measured a Dvish i 1 e e 31
inir value Tair value Tomsl faer walua o vailua Total
HEEm: HE%m HKS$m Hr:_'Im R HKEm
Tragsury snd othar ahgble bike - a1 F 24 200 254
{abt macurdins 12,847 11,068 23813 14 400 8,805 Fra e
Eciafiy sadurit=a = 168,125 169,125 = 145816 143816
Daivar’ = 9,120 9,120 - 11958 11565
it 1 Dec 12,847 189,552 202,559 14,454 154,455 1 76950
T ‘Orher” includes loans and agvance fo banks and customers, and dafaw frng conriburion.
10 Loans and advances to customers
2021 b ]
HE$m HERe
Qe koars and advarss to cuRlomang 3,872,956 3691 658
Expacted areded loss sllowsnces 32,07 128EEN
A1 Ove 3,840,539 e

The following table provides an analysis of gross koans and advances to custemers by indusiry sector based on the Statistical
Claczification of sconomic activitiez in the Eurcpean Community ('MACE').

Analysis of gross loans and advances to customers

2811

HEgm

Rusidents| morgspas 1,167,487

Eradt cond ndvonces 89,005

Othar pagonal 275,819

Total personal 1,532,311

Risal sinte G357

Wholesale end retad tradi 428, 785

unng 410,033

.-I:s.?.'-a-'d Blompa 111,388

471,988

Total corporate and commercial 2,057 411

Non-bank hnanssl iratiubons 283,234

ﬁ 3 Dec - Enz‘m
Harg Kong 2,947,799 2,067,376
Raat of Aza Peadic 1,428,157 1,840,193

T The geographical information shown above i clazsifed by the location of the principal operations of the subsidkary or the branch responsibde for

achancing rhe funas,

The Hengkeng and Shanghal Banking Cerporation Limited Annual Report and Ascounts 2021 a9

283/380



EDINETOOOO
OdoOO00O00000000o0noonooo0oooooo0o0noononagna(E27669)
ooOooood

Notes on the Conzolidated Financial Statements

Finance lease receivables and hire purchase contracts

The greup leases a vanaty of aczets to third parties under financa leazes. At the and of leaze termz, azsets may be zold to third parties or
leasad for furthar tarms. Rentals 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 purchass contracts having the characternstics of fnance leases,

MNat investrmant in finance leasas and hire purchace contracte

2021 2020
Tatal futune Uneamesd Tena future LInGamEs
iy LT T fnance
Py Income  Prazent value EpEnantE b= ] Pragiient valui
HH S HEEm HEgm HiESm HEm MKSm
AmauntE retenmbie
= withum ona yasr 4,208 12135 2.8949F pobra &1t 2504
— Cifls 10 FW00 yumie 3,543 [1.051) 2,492 G458 [67%] 2761
=t b thres yasms 2,757 8123 1.845 2,017 B4 2183
— thise o fout yawrs 231 PEpEES 195 A e
— feur 1 fiva years 2,200 (847} 1,553 1813 [£15) 1,408
= pitar e yoars 22133 (3203} 18,930 FERE [a,014) 18972
37,195 7. 766) 23.407 36,106 [G.847] 30,168
Expacted cradit loss nilowances {37 [k
A1 31 Dac 29,029 23,0656
11 Financial investments
2021 Fiiei]
3 UL L Hdm
Fnongs| mvestmants measirad of fair wsiue through gthar comprahangns mooma 1,549,011 1.,]‘I.'IJ.¢D$
— Seansuiry and othar alighle bille 853,245 F20.E2T7
= dubt seourtas BE0, 654 820,982
— Wiy et it 7.102 10.686
Dbt netruments messured st emorbesd ooet 502,584 AT 026
6,900 FRT
bt sacuntae i 495,684 470,563
At 31 Dae 2,051,575 2176 40

Equity instrumanis measured at fair valua through othar comprahenzive inceme

Firdl Fil-4)

Dividends Condands

Fair value recognised Faor walus RN

Typs of aquiity instruments HESm HHSm HE4gm HEgm
Humenase faoilintion 3,540 188 2836 187
IFvaatrmants Mauingd by sgniml inaiyiuisong 420 3 413 5
Othara 142 ] 247 ]
At 31 Dec 702 158 10565 165
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12 Assets pledged, assets transferred and collateral received

Asszets pledged

Financial assets pledged 10 secure labilities

2021 2030

HHE$m HESm

Teaasury bills and othar algibls securiws 57,631 48 BLE

Loens snd achvancds 10 banke B e B30
Lomns end acvences to cusiomarns 30,575 FIERET

Dt swsur e 134,747 5,513

Equfy sacuritas 47,453 17 E0E

-.‘.‘ua‘h o Tafars| |an=l-_-1m! i othar BERate H_—_ _‘BR%_{L:
_Aswets pledged a1 31 Dec 349,965 267 744
Amount of |ebaltas secumd 275815 210,158

The table abova shows assets where a charge has been grantad to securse liabilities on a legal and contractual bagsis. These transactions
are conducted undar term s that are usual and customary to collataralised transactions including repurchasae agreaments, securities
landing, darivative margining, and include azsets pladged to cover short pecitions and to facilitate settlemant procazses with clearing
houses as well az swaps of equity and debt secuntes, The group places beth cash and non-cash collateral in relation to dervative
transactions,

Heng Kong currency netes in circulation are secured by the deposit of funds in respact of which the Hong Kong Gevernmant certificates
of indabtadnass ara hald.

Financial acsetz pledged ac collataral which the countarparty hat the right to sall ar repledge wae HK3E5,162m (2020 HKE30,386m).
Aszszets transferred

Tranzfarrad finsncial azcetz not qualifying for full derecognition and azzociated financial liabilitias

2021 2020

CErrying amadnt of: Camyng amount of
T ferred 3y i 1 Tranefamed Asgociabad
mEzala linbilites BEgalg (& osll)
HK$m HEEm MM HESm
Rapurchess sgreaments 135,564 124,683 B TR Fi ¥l
Setuthiss ndng ngrasmants 43171 282 16946 35
180,165 124,945 104,661 71051

The ascats pledged include transfers 1o third parties that do not qualify for derscognition, natably secured borrawings such as dabt
sacurities hald by counterparties as collateral under repurchase agraemants and equity securitias lent undar securities landing
agraaments, az well az swaps of equity and dabt sacuritiez, For secuned borrowings, tha tranzfarred asset collateral continues to ba
racognised in full while a ralated liability, reflecting the group’s ebligation to repurchace the acsets for a fixed price at a future date, 1=
alse recognized on the balance sheet. Where securnties are swapped, the transferred asset continues 1o ba recognized in full There s no
astociated Hability ac the non-cach collateral recaived iz not recegnized on tha balanca cheat. The group is unabla 1o uee, sall ar pladge
the trancfarrad aszets for tha duratien of the tranzaction, and rermaing axpozed to interest rata rick and credit risk on these pladged
assets.

Collateral received

Azzats accapted as collateral relate primarily 10 standard securities borrwing, ravarce repurchase agreaemants, swaps of securities and
darrvativa margining. The group i obliged to return aquivalent securitias. Thess transactions are conductad under terms that are usual
and custamary to standard sacurities berrowing, revarsa rapurchaca agreaments and darvative margining.

Fair valua of collateral accaptad &z sacurity for ascets

2027 1]
HHEm HKE™

Fee walua of eallateral parmited 1o sall of fapledge m e abdsnca of dafouf 'I,'IM.I"?! 708, et
Frr walus of oollntersl actisaly sold or repledged Arr. N7 126, |k
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Notes on the Conzolidated Financial Statements

12 Investments in subsidiaries

Main subsidiarias of the Bank

Tha group’s niemit N
meued shaine capial

Piats of ndiporabion Prncgal acivty TEgEEdd O Shater Gapnal
Hang Sang Bank Limited Hong Keng Emnkarg B2 18%
HSEC Benk (Chin) Compary Lim ted Pacpls’s Raputis of Ghn_Benong 100%
MEEC Benk Mabyes Bgibed s layinn Emnking 10085
HEED Bank Acstie Lmitad' Aamtmls Bankong 1005
HSEC Berik [Taswan] Limitad’ Tanwan Bankng 100
HEED Benk {Smgepore) Lmted Singepor Emniong 100G

Rebrament banafits snd

HSEC Lds Intamatiaral] Lmted’ Bamuda g insurnnce 1005

T Held indirectly.
All the above subcidiarias ara included inthe group's conzolidated financial statements, All these subsidianas makea thair financial
stataments up 10 31 Decamber,

The pringipal places of businass are the same as the placez of incarporation axcapt for HSEC Lifa (Imarnational) Limited which aparates
mainky in Hong Kong.

Tha proportion of voting nights held iz the zame az the preportion of ownership interest hald.

The main subsidiaries are regulated banking and insurance entities in the Asia-Pacific regien and, as such, are required to maintain
cartain minimum levels of capital and liquid aszets to support their operations. The affect of thase regulatory raquirermants is 1o limit the
axtant to which the subsidiaries may transfer funds to the Bank i the form of repayment of sharsholder loans or cash dividends.

Subsidiary with signifecant non-controllng interast

2021 ngo
HEgm HEEy
Harg Seng Bank Limited
Proportson af ownaehip mterests snd wotng rights hakd by non-controling ntarasts 37.80% 37 B5%
St SN S £ o POl g S =00
Mocumuiated non-contnlbng nterests of the subsidisny 65,431 B G765
Onndande pasd bo non-conirolbng intsnets 4.415 4,545
Fummarized financial information (before intra-group sliminations):
- tonnl sepats 1.620.185 176887
= tistal Inbilitwe 1,635,760 1,676 GEd
= Mt 0peTEing moeema bafore changs n spected credit Desas snd othar credid impsirmaent changs 33 6% o AT
- profi fof ha yreed 13,948 B30
= gthar comprahansss noomalsxpansa] for the yaed {357 1,013
- tonnl eomipehangve mnooma o the yasd 13,589 17,745
14 Interests in associates and joint ventures
Associates
2021 200
hhhhhhhh HE$m ok
Share of ret sesata 184,402 164,767
Glogdwill 4,141 4,011
Ty ol YD AT {58} (=L
At 31 Dec 188,485 168,754
The above balance represented the group’s interests in associates.
Principal associate
Pioa of moorporaton Tha group's ntemst n seued shany capial
Benk of Communcations Co., Ltd Faogies Repubibe of Chine 15.05%

Bank of Communications Co., Ltd. is lsted on recognised stock exchangaes. The fair value represents valuation based on the quotad
marketl price of the ehares hald (Laval 1 in the fair value hiararehy) and amounted to HKS65 579m a1 31 Dacambar 2021

[2020; HK$57,815m).

Bank of Communications Co., Ltd {'BoCom”)

The greup's invastment in BoCom (s claseified as an associate, Significant influence in BoCom was astablished with consideration of all
ralavant factors, including reprazentation on BoCom'z Board of Directors and participation in a Resourca and Expariance Sharing
agreement {'RES'). Under the RES, H38C staff have been seconded to assist in the maintenance of BoCem's financial and operating
polices. Invastmeants in actociales are recognized using the equity method of accounting in sccordance with HEKAS 28, wharaby the
invaztmeant ic initially recegniced at cost and adjusted tharaafier for the post-acquicition change in the group’s chare of BoCom's net
assets. An impairment test is required if thers is any indication of impairmani.
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Impairment testing

At 31 Dacamber 2021, the far value of the group’s investment in BoCom had been below tha carrying amount for approximataly ten
years. Az a rasult, the group performed an impairment test on the carrying amount, which confirmed that there was no impairmant at.
31 Decambar 2021 as the racoverable amount sz datermined by a valua-in-uza {"VIU') calzulation waz higher than tha carrying value.

L
31 Dec 2021 I e 2020
Carrying Fair Canying Eair
il value walun Wil walkus Va4
HKSbn HE o HESbn Feidbn HKdmn e
Eolom 193.0 184.8 & 1633 166 4 &7 6

Compared with 31 Decambar 2020, the sxtent 1o which the VIU exceeds the carrying value (" headroom’) increased by H¥34.3bn, The
increase in headroom was principally due to the impact on the VIU from BeCom's actual performance, which waz batter than earler
actimates, ravizions 1o management's bact astimataz of BeCorm's futura sarnings in the choer te madium term, and the nat impact of
ravisians 1o certain long-term assumptions

In future pancds, the VIU may increaze or decrease depanding on the effect of changes to model inputs, The main medal inputs are
described below and are based on faciors obsarved at period-and. The faciors that could result in a change in the VIU and an impairmant
include & chor-tarm underparformance by BeCom, & change in regulatory capital requiremnants or an incraasa in uncarainty regarding
the future parformance of BeCom rezulling in 8 dewngrade of the forecast of fulure azzet growth or profitability. An increaze inthe
discount rate could also result i a reduction of VIU and an impairment. At the point whare the carrying value exceeds the VIL,
impairmant would ba recognisad.

If tha greup did nat have significant influence in BoCom, the invastment would be carriad at fair value rather than the currant carnying
walua.

Baziz of recoverable amount

The impairment test was parformed by companng the recoverable amount of BoCam, determined by a VIU caleulation, with its carrying
amount. The VIU calculation uges discountad cash flow projections bazed on managemant’s bast estimatas of future earnings available
to erdinary chareholdars prapared in accordance with HKAS 36. Significant management judgement iz raquired in arfiving at the best
astimate. Thare are two main components to the VIU calculation. The first componant is managemant’s bast astimate of BoCom's
earnmgs, which is bazed on explicit forecasts over the short 1o medium term. Thiz results in forecast earnings growth that is lower than
racant historical actual growth and alzo reflects the uncartainty ansing frem the current economic outlook. Reflacting management's
intent to continuae te ratain its investment, sarnings beyond the short to medium term are then extrapolated into perpatuity using a long-
torm growth rate to derive a terminal value, which comprices the majority of the VIU. The second compenaent is the capital maintenancs
charga {'CMC’), which iz managemeant’s forecast of the aarninge that need to ba withheld in crder for BoCom te meat capital
requirements aver the forecast period, meaning that CMC iz deducted when arriving at management's estimate of future earnings
available 1o ordinary shareholders. The principal inputs to the CMC calculation include estimates of asset growth, the ratio of risk-
waighted assets to total assats and the axpected capital requirerments. An increasze in the CMC as a result of a change to these principal
inputes would reduce VIU. Additwnally, managamant considars other qualitative factors, to ensu ra that the inputs ta the VIU ealeulation
ramain appropriate.

Key assumptions in value-in-use calculation
We uzed a number of assumptions in our YIU calculation, in accordance with the requiremants of HKAS 36

*  Long-tarm profit growth rate: 3% (2020: 3%) for periods after 2025, which dees not excesd forecast GDP grewth in mainland China
and iz consetent with foracasts by axtarnal analyste,

*  Long-tarm aszet growth rate: 3% (20200 3%} for paricds after 2025, which ic the rate that ascets sre axpaciad to grow to achisve
leng-term profit growth of 3%,

+  Discount rate: 10.03% (2020: 11.37%) based on a capital asset pricing model {'CAPRM'), using market data. The discount rate used =
within tha range of B.7% to 10.1% {2020 equivalant ranga: 10.9% to 11.9%} indicated by the CAPM. The lower rate reflacts tha
impact of a ralative reduction i the volatility of Chinasa banks equity prices and a decreass in maintand China's eredit risk due to is
relatively quick recovery from the impact of the Cowid-19 outbreak, Whils the CAPM range sitz 1 the kwer end of the rangs adopted
by selected axtarnal analysts of 9.9% to 13.5% (2020: 10.3% to 15.0%], we continue to regard the CAPM range as the most
appropriata baziz for determining thiz assumption.

* Expected credit lozses as a parcentage of customer advances {'ECL:’): ranges from 0.98% to 1.12% (2020: 0.98% to 1.22%} in tha
chert to madium term, reflecting repored cradit axparnence threugh the engoing Covid-19 outbreak in maintand China fallowead by an
expected reversion te recant historical lavels. For periods after 2025, the ratio is 0.97% (2020: 0.88%%), which is higher than BoCom's
average ECLs in recent years prier to the Covid-19 outbraak.

* Risk-waighted assets as a porcentage of total assets: ranges from 61.0% to 62.4% (2020 61.0% to 62.0%) in the short to madium
tarm, raflecting reductions that may ariza from a cubzequent lewanng of ECL: and a continuation of the trend of strong retail loan
growth. For paricds aftar 2025, the ratio iz 61.0% (2020: 61.0%). Thesa ratez are similar 1o BoCormn’s actual razults in recant years and
forecasts disclosed by external analysts.

* Qparating income growth rate: ranges from 5.1% to 6.2% (2020: 3.5% to 6.7%) in the short to medium term, and is lower than

BoCom's actual resuliz in recent years and the forecasts dizclozed by axternal analysts, reflacting BeCom’s most recant actual
razults, glebal trade tansions and industry developmants in mainland China.

*  Cost-incoma ratio: ranges from 35.5% 1o 36.1% (2020: 36 3% 1o 36 5% in the chort 1o medmrm tarm. Thaze ratios are similar to
BoCom's actual results in recent years and forecasts disclosed by external anabysts

+  Effective tax mte "ETR): ranges from 6.8% to 15.0% {2020: 7.8% to 16.5%) in the short to medium term, reflecting BoCom's actual
results and an expected increase towards the leng-term assumption through the ferecast paried, For periods after 2025, the rate &
15.0% (2020: 16 8%], which i higher than the recent historical avaraga, and alignad to tha minimurm tax rate az propozed by tha
QECDVGZ0 Inclusive Framework on Base Erosion and Profic Shifting,
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Notes on the Conzolidated Financial Statements

* Capital requiremeants; capital adequacy ratie ("CAR} of 12.5% (2020: 11.5%] and tier 1 capital adequacy ratic of 9.5% [2020: 9.5%),
basad on Bolom's capital risk appetite and capital requirements respectivaly. The CAR assumption was updated to 12.5% from
11.5% following the approval of BoCom's capital management plan in March 2021,

Tha fsllowing table shows the change to sach key sazcumption in the ViU calculation that on its own would reduce the headroom te nil;

Hay m&sunspelion

o Long-erm profin geowih rans

= Long-ierm nsset growth mie

= Discount rate

* Exgpectsd credit Dsees Be & peicentmges of cCustomer advances
o Fmk-wesghted SEsem a8 & percentage of ol asset

& Ciparating msomea grows rats

* Cost-income rira

= Long-tarm effoctve @y ram .
* Capiml requeements - capiial sdequacy rano -
Capital requeemants - Bar 1 capstal adaqusy Al -

1'.|ll||-|;|l.—. to Koy assiEmaption 10 rediuce headroam 1o mil
o Decrenss by 26 basis points
Incrense by 22 bass points
Incrense by 24 bags points
Imcrenge by & bagie poince
Inciehse by 163 basis pons
Decreass by 37 basie points
Increpse by 102 basis poin'ts
incrense by 301 basis points
Increaas by 37 bags point
Imtienge by 180 bagis pont

- & & & & &

Tha fellowing table further illustrates tha impact on VIU of reasonably possible changes to key assumptions. This raflects tha sengitivity
of the VIU to each key assumption on its own and it is possible that more than one favourable andfor unfavourable change may ocour at
tha came tima, The selacted rates of reazonably possible changes to key assumptions are largaly based on extarnal analyste’ forecaste
which can change peried 1o period.

Favourable chenge Uniawourable change
Increaze in Dacreasa n
il Vi Wia Vg
bpz HH§bn HE$bn g HE§bn HHfbn
At 31 December 2021
Lang-tem profit growth mta’ +87 331 2261 -89 20.5) 172.5
Long-tem sesat growin b’ -5 ] 259 =87 (36,2} 156.8
Dhpount mtat 133 az.2 235.2 +207 {40.8) 152.2
2021 to 202%5: 103 2021 to 2025 121
Expacted cradit boases na n parcantegs of customar sdwonces 2026 onwwards: 91 11.9 204.9 2026 omverds: 105 1.0 172.0
Fak-wraghted adaate &g 8 parcentags of 1ol aelele -111 i 19%5.2 +280 {15.8) 177.2
Oipamstng mooma growsh mis =37 a2 1.2 -58 {138 1745.4
Cost-noome rato -152 136 .8 +174 {127} 180.3
Lomg-term sffactnve tey mta -104 29 195.9 +1000 27.4) 165.6
_Coputal raguirem: oital ndequncy mba ez = 1930 +325 {77.6) 115.4
I:r;-.-rnl r;:q.umm |.n;r 1 gapral u.-dwq.mq_:vy et - - 1810 364 50,00 1420
A3 Daspenba: 2000
Long-term peodit growth ma' = == 1653 B0 ] 162 3
Long-tamm seeat grawth rats! &0 110 803 k= = 1633
Dhipsount rata AT 0d 1787 o) k] 160 0
2000 1 2024 38 2000w 2024 132
Expacted cradit losses as 8 parcartags of customas edwances L0 onwmids 78 177 18F0 2035 orvamrds, 55 e &) 162 8
Rakweighted sessts o8 0 percentngs of tote) essety 40 04 1597 #1658 53 5246
Dioa ot seseens groweh mls +2 09 170z B2 1118 576
ot nooms ratg <143 258 1752 #1230 (=L 1637
Loy -taemn alfaitng tay tata -NE B3 \IE2 +Ha0 N7 618
Coprbsl raguiremants = camibal sdequecy o - - 1693 =297 &1 1] 108 3
_I;er.l'bal raguUremEents ~ bar 1 capeal sdaguescy it - - 1833 e Id'l_ﬁl 1278

T The rassonably passihie rangas of the Jang-tarm profit groweh fate and iong-1erm as2er growth fale assumpanons reflacr the ciasa ralatonsip

batween these assumptions, which wouwld reswlt in offestting changes to sach assumption.
2 The unfavourable change in the réasonably paosible rangés of the discount rate assumption reflects the impacr of adopling the average of the rates
adaoted by salected axternal analysrs.

Concidering the intarrelationzhip of the changes zet out in tha table above, management astirmates that the ressonably pocsible range of
VIU iz HKS$148.3bn to HK3228.4bn (2020 equivalent range: HK$133.4bn to HKE199.1bn). The range iz bazed on impacts sot out in the
table above arising from the favourable/unfaveurable change in the earmings in the shon to madium term, the long-tarm expectad cradit
lozzes &z a parcentage of customer advances and a 50bpe increaca'decraase in the dizcount rate. Tha diccount rata hazs bean included
thiz year reflacting the relative materiality of movemants in this assumption, All ether long-term assumptions, and the basis of the CMC
have baan kept unchanged when determining the reazonably possible range of the VILL

Selected financial information of Bolom

The statutory accounting refarance date of BoCom i 31 December, For the year ended 31 December 2021, the group included the
aszocila’s reculls on the basis of financil statements made up for the 12 months to 30 September 2021, but taking nte account the
financial affect of significant tranzactions or evants in the pariod from 1 October 2021 to 31 Decembar 2021.
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Selected balance sheal imformation of BeCom

AL Sap
2021 e
HELgm HEE3m
et oo bolamssan ot cariml barks BE0, 73T S48, 608
Lomns and acvanoss 1o benks snd othar frenos| natytutsone 771,522 B2 228
Lemng and pohvincds to cusiemans 7,751,382 E.761.580
Othar foencoiosssts 4,223,488 5,841,375
Crthvar nesats ATHOTY n49.120
Total assets 'I{;-IIE'IJ? 1LET8ET
TDeoens by beriks and ctnet inencs)! nebhubona 2.200,812 2,122,220
Customar sccounds !‘5?21"25 FEE2 022
Crthvar friprces| inbokfias 1,778,110 1 BAE
i [ 312,486 TR
Total linbilities 12,902,833 11,621,568
Total equity 1,179,344 FEHATE
Reconciliation of BoCom's net assets te carmying amount in the group’s consolidatad financial statamants
AL S
021 230
HHEEm Hm
_Tha proup’s shae of ordnery sharshokdes” equity 180, T3 161,453
osdwa 4,004 3512
Carrying amaunt 184,782 166,545

Salacted incoma ctatemant information of BaCom

Fod i 13 monmhe ended 30 540

20 20

HHEm Hagm

Nat nfarest mooma 191,076 10 ESE
Mt Tl BPed GO deleon) MICOme 55,735 45,554
Change in axpacted cmedit losses {75,402} {76,220
i ol S STV — (7T JRG069
Tax gxpanss {_3,115} [
— prafd fas the yead 110,370 A GRS
pthar cormprehanang Nooma {2,861} &, SRy
Tatal comprelmiaive imeod s 107,509 T ED
Diwvedands recasd from Balom 5, 306 4 207

Lizing the favest peviod for wiveh BoCom has disclosed this information (o 30 June 2021), the group's share of ass0ciates” conmingant habulives was
HRES432 258m (2020: HKS358 608m).

15 Goodwill and intangible assets

Goodwill and intangible azzets includa goodwill arizing on businezs combinations, the prazent value of in-ferce leng-term insurance
business, and other intangible assets.

2021 2020

HE$m HEgm

Aoodwl TA1E PR
Pragant vaks of o-foro Bng-bem migranss busirks 63,765 .06
Othar miangible sesete’ 24,300 12,807
At 31 Dec 95,181 EI.26R

T Includad within atler irtangilie assers i intermnally gemarared soffwars with 8 Rer carnying valve of HKS21, 670m (2020: HKS 15 283my. Dusing the
year, capialisation of internally generated soffware was HKE 10,88 1Tm (20208 HKST 24Tm). amortization charge was HESd, 1 T5m (2020
HECE3, 233m) and impairment charge was HKST84m (2020; HESS03mL

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

When calculating the present valua of in-force long term {'PVIF']) inzurance business, axpected cash flows are projected after adjusting for
& varety of aszumptions made by each insurance oparaticon to raflsct local market conditions and managemeant’'s judgemaent of future
trands, and uncanainty in the undarlying azsumptions iz rallected by applying manging (a2 oppozad 1o & eost of capital mathadalogy).
Variations in actual experience and changes to assumptions can contribute to velatility in the results of the insurance business.

Agtuarnal Control Committees of each key insurance antily mest on a quarterly bazis to review and approve PVIF assumptions. All
changes to non-economic assumptions, economic assumptions that are not obsarvable and model methedology must be approved by
the Actuarial Contrel Committea.
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Mevemeants in FVIE

2021 2020
2 E— _HESm
At 1 Jan 65,052 51,076
Chamgas im PYIF of lang-tamm inguisncs Busrads {1.2949) F.840
-_.\:l.m of naw busmees weittan durmg tha year P 5380
~ gxpecind ratusn’ ﬁ.m ]|
- E.I'-EI.I'F ..-.':-'.-n 'C".\H-'-'.IQE o axRpEEmnce W'E-"".'.;H ENI:; I.:.wlaﬁ:ll R.H]'SQ: 5268
- othersdjustments 148 1461
Exchanps difarensss ard othar 7 1a7
At 31 Dec 31,765 0,

T ‘Expected return’ represents the unwinding of the discount rate and reversal of expected cash fiows for the period.

Azsumption changes and experience variances
Includad within this line itern are:
+ HEZ440m (2020: HK$1,022m), directly offsetting interest rate-driven changes to the valuation of liabilities under msurance contracts.

+ HE${2.519m (2020: HK31,916m), reflecting the future expected sharing of returns with pelicyholders on contracts with discretionary
participation features ('DPF'), 1o the axtant thiz charing iz not already included in liabilities undar incurance contracis.

+ HEZ(7594)m (2020: HKS2 320m), drivan by athar assumptionz changes and axpariancs vanancas.
Key aszumptionz uzed in the computation of PVIF far the main life insurance operations

Economic assumptions are et in a way that i consistent with abservable market values. The valuation of PVIF iz sensitive to observed
market movaments. The following are the key long-term assumptions used in the computation of PVIF for Heng Kong insurance antitias,
baing tha main life insuranes aparations:

2031 ]

] *
.'u.'i'u ghiad avainga nek fres rate 1.40 i u] ]ﬁ ]
Waighted svamge risk discount rote 520 i
Expanise riilsten 3.00 J.m

Sensitivity to changes in economic assumptions

The group zats tha risk dizcount rate appliead 1o the PVIF caleulation by starting frem a rick-free rate curve and adding explicit allowancas
far ricks not raflactad in the bazt-aztimate cach flow modalling. Whera the inzurance oparations provide options and guarantess 1o
pelicyhobdaers, the cost of these optiens and guarantess is an explicit reduction to PVIF, unless it is already allowed for as an explicit
addition 1o tha technical provizions required by regulators. Sea page B5 for further detailz of theze guaranteas and tha impact of changas
in sconomic assumptions on our insurance manufacturing subsidiaries.

Sensitivity to changes in non-economic assumptions

Policyhaldar liabilitieaz and PVIF ara determinad by raferance to non-sconomic assumptions, including mornality andfor morbidity, lapse
rataz and expance rates. Ses pagae 66 for furthar detailz on the impact of changes: in nen-aconomic azsum plions on oUr iINSurance
manufaciuring oparations

18 Property, plant and equipment

‘oz 2
HE HEem
Ownad proparty, pant and aguipment’ 121,072 198,747
Ot pight-of-uks nemis BI55 9.0
At 31 Dise 120,827 128,537

T inelvded laasahold land and buidings of HKST 10 458m (2020; HKST08 320m) for wivch the right of use are considarad sufensnt to consorure
cantrod, They are therefore presented 85 owned assets.
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Mavement in ownad propany, plant and aquipmant

2021 220
Loand mmd  Imvestment Lard and Irveantmant
Buildings Properies Equipment Total g PACDAT el (=01 2T Teaal
H§m HHK$m HE§m HHfem Higgm Hikgm HKgm HEgm
Coat or valuaticn
At 1 Jan 100, 791 13167 15,266 129,224 111.473 13336 16523 141,730
Exchangs and othar sdjustmania {ET) 16 {112} (163} AR 1] el ) 843
Adgtans 667 2 2o ams 7 6% FEC NN
Ciaposalis (S8} — {1,458) (1.514) 112] - i, JEL| 18,586
Tromsfars - - - - - - - -
Etemiinateon of sccumuiated depracaion on
revalusd land and buddngs (4,633) - - (4,833) (4,251 - - 73T
Lapplundaficg] on reveisshon 5643 277 - 5,030 [6,5814) =15 = [2,910]
Rueciasadmntons 24 3 - 27 L) 162 - (il
At 31 Deo 102,367 13465 15,747 131,579 100,731 13167 16266 128 38k
Accumilmad deprecheicn ..
At 1 .Jan a0 = 10,387 10,477 e = 13063 13 TET
Exchangs snd other sdusbmants 30 - {45) {18} 10 - 206 216
Chaiga for i pant 4,645 e 1,374 6,09 4,354 = 1oaeh 8,068
Dsposeia {45} - {1,295) {1,340y i - 14,285} 14,587
Tearalarn - - - - = = = =
Elmunation of sccumidated depracmtsse on
ravalued [and and buddings (4,633) - - {d,633) 4,250 - - L ]
At 31 Deo a7 - 10,420 10,507 al - 10,567 10477
Mat ook valus at 31 Dae 102&.&@ 13,465 5_..32'.! 121,072 104, #1 pichi=rd 4553 118, 747

The carrying amount of land and buildings, had they been stated at cost less sccumulated deprecmtion, would have been as follows:

2o Ea
HE$m HEgm
Dot ks Becimiaintid Gl eation 17.121 17.086

Valuation of land and buildings and investment properties

The group’s land and buildings and investmant proparties wera revaleed as at 31 Decamber 2021. The basis of valuation for land and
buildings and investmant propanias was opan market value, The recultant values are Leval 3 in the fair valus hierarchy, The fair valuas for
land and buildings are datermined by uzing a direc! companson approach which values the propsrias in their razpective axisting states
and uses, assuming sale with immaediate vacant pessession and by making refersnce te comparable sales evidence. The valuations take
inte account the characteriztics of the properies (unobzanrvabla inputs) which include the lecation, size, chapa, viaw, fleor level, vear of
complation and othar factors colleetivaly. The pramium er disecount appliad 1o the charactarictics of tha propaniag iz within minue 20%
and plus 2%, In determining the open market value of investment properties, expected future cash flows have been discounted to their
present valuas. The net book valus of "Land and buildings” includes HKS6,854m (2020: HK$7,189m) in respact of propanies which wera
valuad uzing the depreciatad replacemeant cost method.

Valuation of land and buildings and investment propariesz in Heng Kong, Macau and mainland China were largaly carriad out by
Cushman & Wakefield Limited, who have recent experience in the location and type of properties and who are members of the Hong
Keng Instituta of Surveyors. Thic represants 92% by value of the group’s proparies subject to valuation. Othar proparties ware valued by
diffarent indapendant professionally qualified valuers.

17 Prepayments, accrued income and other assets

2021 2030

HHEm HEer

Prapaymants and sconied neoma 24,586 24,501
Bufhon 52,0086 Bi 280
Jcciarces ord endorpeTAAY B 45,705
.ﬁ;n.;:.lvl:l;:;u.lé u?lla-': -I'.l-lu u::.hl fEutAnGh coniracts [Note 3| 27,366 EEEE
Cufrar i skbils 2674 & TaE
Sqttlamant sooounts 24,577 a5 TaE
Caah colntarn ard marge rach v ks 44177 ER kR4
Crthvar nessts 37188 a0 @y
At I Dee 269,743 FES. B0

Prapaymaents, accrued income and other assets included HE$180,757m (2020: HK3197,362m) of financial assets, the majority of which
ware measured al amortised cost.
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Notes on the Conzolidated Financial Statements

18 Customer accounts

Customer accounts by countrylterrtony

2021 200
HEfm Higm
Honp Keng 4.284,719 4,100,955
Mamiland Chann 482,187 A0 BB
_ﬁ_n"gupu " 448,976 427,637
Hamlinbs 220,233 227,072
Inde 191,116 168,616
Malinain 128.673 124,058
Temvmn 120,744 128,576
Indoners 95538 20304
Othar 273,596 280,504
31 Dee 6,177,182 6.411.386
19 Trading liabilities
2021 200
HEfm HEgm
Daponits by baricg! 1,005 223
Custarmar aotaunts’ ,091 BIE
Mat shart Do bons @ sl E 85,627 ]
At 31 Dec 02,723 B8 12
T "Dapasits by banks” and "Customer 3ccounts’ inelude répas, stock lending and orther amounts.
20 Financial liabilities designated at fair value
20 Fire]
Hi§m HKim
Dapoaits by borics snd cUsomar sgcounts 59,811 71 EEE
Dabt ggcunitss in dii 43,928 A3 EIT
L 10 Cudiomars undar MveADTANT SonLmaTa 35,426 J8.618
At 31 Dac 136,965 182015

Tha carrying amount of financial liabilities designated at fair valus was HE$1,385m Iower than the confractual amount at maturity
[2020: HEE735m higher), The curmulativa bsss in fair value attributable to changes in cradit rizk was HKBE2m (2020 HK$25m),

21 Debt securities in issue

021 Fiieidl
HE(§m HEEm
Bonde and madium Serm notes 78,852 o4 804
Othar dett sdcuritios n ipee LA 24158
Total debt securities in insue 111,292 129,032
Irnighudad wishin
~ Daehidon] lahihitas dempiated at fad voker (Mate 201 43.928) [ &3 B33}
At 31 Dac 67364 73,418
22 Accruals and deferred income, other liabilities and provisions
2021 2020
HHK$m HEgm
Azcnuals and daforred ncome 23,020 21,568
Astapancas and andomemants ‘55,829 &5, 7/
Sattlemant sccounts 268,158 o0 080
Cagh colisteml snd masdge paynbian 53__.-5“ B0, 714
.S,htm bnped payment linbiliy to HSEC Holdings ple 14N 1,124
Leags habifas 2,965 10,067
e linbilitias’ A8, 560 &85
Frowaong for habiSias and chospes 1,358 1. 05
At 31 Dec 218,206 16,987

T Manly inciudes marginal depost on lerrer of craail and cradit card Samiemant S0eount

Accrusls and defarred incomes, other liabilities and provisions included HK$209,44 1o (2020: HK$207,898m) of financial liabilities which
wara measurad at amonised cost.
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Mavament if pr::hvisin:lns

Restructuring
costs Crihar Total

Provisions (eweluding contraciual itmenta) HEfm HEFm Hrgm
Ak 21 Dec 2000 116 419 535
Addtons 35T 332 HE0
Arriourils utibsad {309) {258} (567}
Urnused armown te renvs rewd {59} {24} (@3}
_Exchanps snd othar movienents E] o] x
At 31 Dec 2021 148 A5G G4
C P —1 [ |=1

Ak 51 Des 2020 1257
Nat chanps o sassTsd crad it as Sroveeon nd of el mevamants H:I'él
At 31 Dec 2021 TES
Total Provisions at 31 Dec 2021 1,398
Ak 3 Dec 2008 208 aiz 1.020
Additions FFFy 256 Ll
Amounts utitsad LAES) (=] a6
Urusad amoun te e rssd 42§ 3611 LIk
_'.:_r.:-"unpianj othar mowvenants (] i) L
An ST Dec 2020 116 413 a5
Contrsotusl commimarnts

A G Dec 209 176
Kat chanps m expacted crdt oes ploveson end ofher movemants 4E1
AEi e KF)
Tos! Provisons st 5] Dac 2080 1,752

T Contractual commimants include provizions for contingent labilitie: messured undér HKFRS 3 Financial Instrurnents” in respect of financial
Juarantess and axpacted credir loss provisions in relarion fo off-balance sheer guarartees and commimants.

23 Subordinated liabilities

Subordinated liabilities itzuad to third partiaz meazurad at amoriced cost conzist of undated primary capital notes and other loan eapital
having an onginal term to maturity of five years or more. Subordinated liabilities issued to Group entities are not included in the table
balowr.

2021 03w

HESm S

USS400m Undatud flaatng rabe pramady capdal note 3119 @101
MYREDDm Fooed mmta 5 0500 subordineted bonds dus 2007, calinbie from 2022 535 Bl
At 31 Dec 3,054 i, 065

1 The imerest rate on the MYRSG0m 5 05% callabie subordinated bonds due 2027 will increase by 1% from Novernber 2022

24 Share capital

2021 220

HH$m Higm
Lel o dni caimln e §_oialol ihLE1 S
Paid up hara copital m LSS 56,232 08252
At 3 Dec 172,338 132,55

Ordinary shares issued and fully paid
2621 ' “a20
HEC Number HESm Nuambe
AL 31 D 'I‘.F‘!I:!H 1,798 !?2_.3-56 A5 440 581 338

T Pad up share capical in USS répreserts preference shares which were redeemed or bought back via payrment out of disributable profits and for
wivich the amount was fransferrad from retained sarmings ro share capdal in accordance with the requiraments of the Compamies Orainance.

Thers were no new ordinary shares sseed in 2021 (2020: nil). The holder of the ardinary shares iz entitled 1o recerve dividends as
declared from time te time, rank equally with regard to the Bank's residual assets and are entitled 1o one vote per share at shareholder
maatnge of tha Bank.
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25 Other equity instruments

oOoOooodn

Other equity instrumaents comprise additional tier 1 capital instrumaents in issus which are accounted for as squity

2021 i}
HHEm HiKgm
_iJ_'_iiE J00m Fored rete paspatunl subondireted [onn, calisbla f_le-jlf\'.ﬂl Fopst 7.834 7854
USSE00m  Fooed e padpatunl subondireted loar, callable from Sep 20267 7.063 7063
USST00m  Foced rete perpetunk subordireted foan, oalisbila from Mar 20057 5487 5 487
US$E00m  Foted mie paspatunl subordireted fonn, callobls from Mar 20261 3,905 3806
UESE00m  Fosed mte paspetunl subordimeted loan, calable from May 2023 4,885 4 BEG
UESE00  Foted mate padpatusl subordirated loan, callabile from Sep 2008 7.044 7,044
LREY 100m Foopd nete paspstunl subordineted losn, calisbla from Jun 20040 8617 8,517
At 31 Dac 44,615 &4 B16
T [nrerest rate fived ar & 050%.
2 Interest rate fxed a7 E5T0%.
I [nrerest rave fxed & & T75%.
4 [nterest race fved ot 5.87T0%.
5 [nrerest rate fxed ar & 030%.
& [nterest rate fxed &t & 000%.

The additional tiar 1 capital instruments are parpatual cuberdinatad loans on which coupon payments may ba cancelled at the sale

dizcration of tha Bank. The suberdinated loans will be written down at the peint of non-viability on the sccurrence of a tnigger avent as

dafinad in the Banking (Capital) Rulaz. Thay rank highar than ordinary charac in the avent of & wind-up.

26  Maturity analysis of assets and liabilities

Tha following tables provide an analysiz of censolidated total assets and habalties by ressdual contractual maturty at the balance sheet

date. Thase balances are included in the maturity analyziz azs follows:

* Trading aszetz and liabilities (including trading derivatives but excluding revarca repes, rapos and debt securitiec in iscue) are included
in tha 'Dua not more than 1 month® time bucket, becausa trading balances are typically hald for chort pariads of time.

+ Financial azcets and liabilitime with no contractual maturity (such a aquity securitiag) ara includad in the ‘Due ovar 5 yvearz' time
bucket. Undated or parpetual instruments are classified based on the contractual notice period which the counterparty of the

instrumant iz antitled te giva. Whara there iz ne contractual notice period, undatad or parpetual contracts ar included in the 'Due over
5 years' time buckat.

= Mon-financial aszetz and liabilities with no contractusl maturity are included in the "Due cver 5 years’ time bucket.

+ Liabilitiez under incurance contracts are irrespactive of contractual maturity included in the 'Dua over 5 yearz’ time bucket in the

rnaturity tabla provided below. An analyziz of the expectad maturity of liabilitiez under insurance contracts bazed on undizcountad
cash flows iz provided on page 65, Liabilties under investmant contracts are classified in accordance with their contractual maturity.
Undatad investment contracts are included in the ‘Due cwer 5 years' time bucket, however, such contracts are subjact to surrander
and tranzfer optionz by the policyholdars.
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Maturity analyss of sssets and labilities

Dueover Dueover Duosover Dueower Due ower Due ower
Imenth  JImoenths & months S menths 1 year but 2 years bt
Due not bt ot but not bt mot butnot  not more net more
more than  mere than - mors than  mone han  mare than tham 2 than 5 Due cvar
Tmanth 3Imonths 6 months 9 months 1 year years ERID & years Todnl

HEEm HK$m HK§m HE$m HESm HiH Sy HK$m HE$m HEm

Financial assets

Cash and balanzan ot cantml banks 276,857 - - - - - - = 278,857
Itgm o thve goures of collgcton from oth

banks 21,632 - - - - - - - 1,632
Hong Kong Govesrmant catilicetes of

ncdebtadnens 332 044 - - - - - - - 332,044
Tradrg assets 764,376 7,082 208 431 - 815 538 - TFr3.A50
Danvaivs 361,847 1,079 266 769 131 an 713 121 365,167

Frstncn| el deingrmted and othaiwiga
mandatonly massured ot feor vabe theough

profi or oo 5,880 172 1.838 and 1,581 378 1244 177244 202,395
Revidas mpurchies aQneeTants - non-radng 528,832 23,041 34,4935 5,081 1,865 9,384 1,137 - |03, 775
Losns end ncvances 1o banks 277,080 B0, 547 20,767 T.EET 7.533 20,248 17, 508 Gia 433 247
Lo#na 6nd BevENGEE 10 Sulomers 605,216 402,921 32,336 177577 1715689 410,584 731,226 1029080 3,840,939
Firvaficus | wivastmants 247,183 405108 187038 107,323 118,028 232350 307,753 446,804 2,051,575
A.I'I"lDul'l_ﬂ_ s feom I‘:Imnzn_p_r:om:mﬂmg 84 5688 1,302 1,189 2237 240 6,138 5857 17 103,859
Ascoad neorma and :r:h-u* firancal spsata 119,499 .449 19,062 3,708 2034 805 TS50 3450 180,757
_Finmncial aszets a1 31 Dec 2021 3,628,684 1,152,702 577137 305,673 305,582 684,556 1,077,936 1657231 9,388,701
Kondnencial mesata - - - - - - - 514,683 H14,692
Total sasets st 31 Dee 2021 3628654 1,152,700 577137 05673 305582 584854 1077136 2,171,823 9,503,393
Finameial Habilitias
Harg Kang turmncy notid o Sirsulhon 32044 - —_ — — —_ — - 333,044
Itarce % Uhe Coirps of TREREMERIoN 1o othar
banks 25,701 - - - — — — — 25,701
Rapurchase agresmiants = nondradng 231,463 4,713 368 - 1,104 T.570 2,904 T252 255,374
Dapromita by barks 269,805 2,140 5,780 1,019 526 440 - - ZB0,310
Custornar scoounts 5,722,470 272,462 BE483 813 azaz 11,792 14,7401 4 8,177,182
Tending labitien 92,723 = = = = = = = a3
Darsntvas 354, 567 i L 74 212 T8 241 274 40 355,791
Fevantg) Ik litas Saapanted ot fan vaks 32,088 21,849 11,059 4,967 5,574 8,789 18,859 35,742 138,965
Dbt sacurind in msuE 4, 304 5,509 17,363 12,374 3,083 8,320 12,324 22207 7. 364
Amounts dus 1o Groun comobning 114,388 17,504 1.401 222 23 21,699 66,205 134,534 356,176
Accrunls snd otha: Frsncinl labilta 124,348 40288 24,070 5,135 3,820 2,802 5,197 1785 209,441
Euborgnated lmbitien’ - - - - - - - 4,054 4,054
Tetal financial liabilities at 31 Dac 2021 7303497 384,767 149,598 58,742 47.706 64,853 120,544 185618 8295125
Nondneancial ksbilibes - - - - - - - 684, TET A4, TET
Total linbilities ot 31 Dec 2021 7.303.497  364.767  149.598 58,742 a7.706 64,653 120,534 B70.375  8,979.882
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Notes on the Conzolidated Financial Statements

Maturity analysic of assats and habilities {continuad)

Dosover 1 Dusowerd  Duasovard
Mot bl monthd pUt momha St Dukover S Dus ovar Diusi ovar 2
[T el e hiod Mo Aol mdre mMonthE ol year bl il g But

maong than ghan 3 than & than S et ATROne Mo thian 2 notmora Dua owr§

it Loty ol months  §an 1 year wadne  than B yeste YL Taaal

HESm™ Higen HEGm HCEm HESM HEgrn HEgm HKSm HKEm
Finnngnl nessts
Coth and balancas ot canted banks 34T 50 - - - - - - — 541393
P AT cautbh of Solladtion fhorm othar
b 24 543 - - - - - - = 21,043
Haonp Kong Gevemmant cartfioates of
ndabtadreen 313,404 - = - - - - - J13.404
Treding essats B5d 141 4 551 AT £11 = G = - 414
Charivetnsn £33 e a3 18 13 L 10 i = 432 4K
Fnngs| nassts designated ond othanvdas
mangatondy maaiad ot fair valus through
praff or loss T35 1280 1504 1214 1063 &.545 11,9657 1a0205 1 76850
Aavarss mpurchass sgresmants - non-bieding Err Ak 112,000 15160 ] 1000 4,148 1.583 —  Exbada
Loane and sdvanass bo banks 230,087 B aNE i BET 18.676 16.2 78 .rad 16,185 1060
Losns snd advances to customars B4 550 e el =] 271865 180, 162 185,612 A1, 550 S50, B00 SH.008 5080EEN
Frnnial nvEtmants 46 E51 £55. 128 ikl 75,027 NaF e 215218 0. BES A4 0EE 2 AT
Amaunts dua from Group companas Kt el Y ] F - 3814 2006 o= B 200
Azced income and other [inensal nsests 140, 156 0145 16209 L] 1,788 TET &1 4,450 Vi ae2
Fnanam| sesste st 31 Dea 2020 TALLOTE 0,056 445 050G 202138 07 A3 BE2GER  VOEETER 1 BEVATT 88346571
Mon-firencal assets - - — - - - - 461882 481 853
Tabnl aeests 81 31 Dec 2020 SALTOME 1056445 B 505 052,108 ST AT Rl Goe 1062726 2063008 9.416.400
Ennnonl linbdfion
Hong Kong durtenoy nobis « crgulshen 1A — — — — - — — 310
B i e coldh of TR RN 10 other
[t 26550 = — — = = — — #5099
Asgurchngs agresmants - non-tdng 105052 4816 - 1367 5233 - B4 L] 136167
Daponits bry baris 237 505 3152 2,762 aE21 i 1,087 - — 2AEEIR
Gustomar sogounts bo0G 2688 2,05 S 2ET S8, 727 FEAL ] 18675 1475 4 B9
Teading Saknlbad B0.EY2 — - — — — — — a2
Dhar wntaas 421 B28 1,686 1,207 76 A0a 1,281 1408 212 48211
Fancal linbdtiog deagnated ot fni vilse 40525 2R 11481 1817 FAY.] B30 grL] AEZE] 167013
Dbt sacuribsas in wes 6056 11,234 12 558 13,811 a8 16026 V4,574 2HT2 78418
Amaunts dus 40 GreuD SompanEs To.008 20155 TES ] o] Fa.5ET 56,650 116705 AFIT4
Acsarunle and ather frandial labilies 126, 680 ar4E 0,058 A58 & 555 4516 6367 3750 207560
Sunordnated inbildies® - - - - - - - & (15 4 i
Enmnam| habedtion at 31 Dac 2050 ER17 204 L0 480 158117 #9998 48 883 74,812 100 451 181 8E2  78MAT7
Mon-firsng ol et e - - - - - - E2b.896 Lk

T The raturiy for subarcinated Kabilinas = based on the sarlasr dare on wheh the Group = required 1o pay, 8. the callable dare

Tatal hstities 82 31 Dag 2020 EBTT D04 L50 4ED 128,117 £3,198 AE.BE 74,912 1045 BOT.4R7 BE048T2
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27 Analysiz of cash flows payable under financial liabilities by remaining contractual maturities

Dise evar 1
month but not  Due betwesn
Due not more  more than 3 Fand  Due betwesn Duie after
than 1 manth manths 12 months 1 and § yoars 5 yours Tatal
HEgm HE$m Hi$m Hi$m HE$m HEgm
At 31 Dec 2021
Hang Kang cureadcy notes m airoualion J32.044 — - - — 32084
Itarmrm N tha courss of Tnsnam aaion to othar banks 2570 - - - - 29,701
Rapurshnpe sgresmans - non-tradng 231,51 4,714 1517 10,530 7283 255,581
Dposin by banks 2848, 681 2,140 8,341 451 - 280,613
CLBtOM T BI00UNTS 5,723,491 273282 157735 28,638 4 6183100
Tradng lisbikten 02,723 —_ - - - 02,723
Damaisns 354,584 416 384 621 40 356,045
Finsnoa| lshilities damignetad st fair valus 33088 22,323 21,903 28 536 A5, 768 141,818
D BucuiSian in dua 4,336 5,667 34.629 22,637 2,370 963
Amournits dues to Group compsning 113,944 18,523 7.301 108,035 147,000 IG5 803
Crttvar finricinl hnbadtiag 123,480 349,607 31,486 10,630 1,854 207,037
Baubordratad Imbhtan — 15 il 238 3,207 4,502
7,304,733 367,687 263,340 210,309 198,532 8,344,601
Loy @A otbsiir cradf-miaed sommilments 2,945, 560 — - - - 2,945,560
Frmnoal gusmniaas 41,843 - - - - 41,843
10,292,136 IET,GET 263.340 210,309 198,532 11,332,004
Proportion of cash Tiows payabés n parnod 1% N 2% 2% 2%
A3 Dec 2030
Hong Kong curmncy notes m cinguintion 13404 - = - = I3 404
Ibame m i courBs of randmanon [0 othar Beanke 26 B &= - - - il o]
Rapurchass sgreements - non-trading 106,080 4818 &G0 B0 7,886 12641
Dsoorienta by bani PRk 2250 £.630 1258 = 18524
Cumtonnar scoounts Ba7 S8G pind 168267 8007 18 5,517,066
Tendng lainkims B0.613 = = = = GOLETE
Dwrvntams 431 811 1,882 1664 2840 a1z 42 1 OB
Festnoa| lmpbhbor ipmgna ted ot for vokis 0,508 £33 7 £E45T &G54 &EAT 169.056
Dbt sacurdias in Sssue 6,121 11,4845 o1, 486 a1 880 2 ERE B2.5068
Amaunts dus 1o Groue ampaniss 78,062 21520 5873 27,021 122,569 25448
Ohar financal habeitiae 1#7 Bdd B6.GAE 26,056 8208 3782 03580
Bubordriatad mbhities - 18 4F 245 =L ERAT
GLE1E S5 A4 351 Fisrali £04.86T 1EHEEE 7.9 7445
Lo=n mnd cther aredé-miated commitments 2816 47 = = 188 = 2 815 ERN
Fsangal guamntues sl — - - — 3023
9,673, 762 #42 501 262,580 206,023 186 868 10,772,063
Prapartan of sash Nowe payabis in parad S, A 2% A i

The balances in the above tables incorporate all cash flows relating te principal and future coupon payments on an undizcourted basis.
Trading lmbilities and trading darivatives have bean included in the "On demand’ timea bucket az thay are typically hald for short periads
of time. The undiscounted cash flows payable under hedging derivative liabilities are classified according 1o their contractual maturity.
Investment contract liabilities have been included in financial lrabilities designated at fair value, wheraby the policyholdars have the
options to surrender or transfer at any timea, and are reparied in the "Due after 5 years’ time bucket. A maturity analysic praparad on the
baziz of the earliest possible contractual repayment date (assuming that all surrender and transfer options are exercsed) would result in
all investment cantracts being presented as falling due within one year or less. The undiscounted cash flows potentially payable under
loan commitments and financial guarantes contracts are clazsified on the baziz of the earliest date they can be called. Cazh flows
payabls in rezpect of customer accounts are primarily contractually repayabla on demand or at chen notice,
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Notes on the Conzolidated Financial Statements

28 Contingent liabilities, contractual commitments and guarantees

2021 2020
HHgm HEgm
Gusenniens ond comngent el

- 'r-ev-"\-c-levnl5.1|.-:|r.|evn"'.-rn1|l|1 41,843 oL agn
= parformance and othar guaTeTtens® 335,845 2851533
- aifiaf Sailemgent ladd s 1,751 EXTT)
At 31 Dac ATH,443 A, 708

Comemtmgnes? I
-~ domumantary aredfs and shart tarm tede-relsted tmnesctions B 32,284 29,581
= fotwmrd sswst purchases and forward forward depoaits piaced E— 7L - I 8 245
= undrwn fcomal gtandby fecilias, credit ines end othar commémants to lind 2AF2. 50 &, V&7 TEE
A1 31 Dac 2.949%.560 £ 16 566G

T Financial guarardeas are Cortracts that require the isswer to make specified payments to reimburse the holder for & loss incurred because 3
specified debtor s 1o maks payment when due in accardance with the oniginal of modified rerms of & debl instrument,

2 Performance and other guarantess include re-insurance latters of credit related ro parmewiar ransactions, rade-relaved lerrars of cradht issved
without provision for the iwing entity fo retain Litle to the underhing shiprmer, perfarrmance bonds, bid bonds, standly lefters of cradit and other
[FANSACTOR-FRlatad Juarartess.

3 Incledes HKST.B26 335m of cormmitments at 37 Decembar 2021 (2020 HKET, 725 883m) 1o wivch the impainment requirements in HKFRS 8 are
apalied whare the groun has Become DAy o an Irfevocaliie Commytment

The above tabke discloses the nominal principal amounts of commitments {excluding other commitments as disclosed in Note 29),
guaranteas and othar contingent liabilitias, which reprazant the amounts at rizk should contracts be fully drawn upon and clients dafault.
The amount of the commitments shown above reflects, where ralevant, the expected level of take-up of prée-approved facilities. Az a
significant properion of guarantess and commitments are expected 1o expirg without being drawn upan, the total of the nominal
principal amounts is not reprasentative of future liquidity requiremants.

It alzo reflects the greup's maximum exposure under & large numbaer of individual guarantes underakings. The ricks and axposuras fram
guarantees are captured and managed in accordance with HSBC ¢ overall credit risk management policies and procedures. Guarantees
ara subject to an annual cradn review process

Other contingent liakailities at 31 December 2021 included amounts in ralation to legal and regulatory matters as sel aut in

MNote 37,

29 Other commitments

Capital commitments

At 31 December 2021, capital commaitments, mainby relatad te the commitment for purchase of properties, ware HK34,826m
(2020: HK$E,53 1m).

30 Offsetting of financial assets and financial liabilities

Financial assets and financial liabiitias ars offzat and tha net amount i reportad in the balance shaeet when thare is a lagally anforceabla
right 1o offzet the recogniced amounts and thera iz an intention 1o sattle on a nat basis, or realize the azcet and saitle the liability
simultanecusly {‘the offset criteria’}

The “Amounts not 2ot off in the balance cheeat’ include tranzactions wheara:

+ the counterparty has an offsatting axposure with tha group and a master natting or similar arrangemant is in place with a right 1o et
off anly in the event of default, insehency or bankruptcy, or the offset criteria are atherwize not satisfied; and

* in the cagse of derivatives and reverse repurchazafrepurchase, stock borrewing/landing and similar agreements, cash and non-cash
collateral has been received/pledged.

Far risk management purposes, the nat amounts of loans and advances to customers ara subject to limits, which are menitored and the
ralavant cutiomer agraamants ara subject to review and updated, az nacazsary, 1o ansura that the legal right to st off ramaine
appropriate.
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DF!:ﬂlhl‘lg of inancial sc£ats and financial labilites

Amounts not offset in the

balance shest
Amounts not
Mot subject to
EmUnTts anforcesile
riparted In matEing
Gross A e bl F i Non-oash Cash Nait ErTEngE- Balance
AN otz shest nstrumems  collateral  collatersl mrmeunt memta'  sheet totnl
HE$m HH$m HE§m HE§m Hi§en HEg$m HH$m HH$m HE§em
At ¥ Dec 2021
Financial assets’
Danwvaties 524,603 (190,129) 334,474 (2E7.072)  (12,008) (36,005 18,511 30,603 IS8T
Revarss npos, sook bornnwng and similar
mgreumants cassifad na BET 597 {71,412) 786,185 = [794,195) sy 1.241 90,247 BEE 432
- tedng seests 50,417 ’m 50,338 = | [S9.771) (552) 15 7.393 67,731
- non-tedng sseets’ B07,180 71 735,847 = | [(F39.4924) (197 1,226 82,854 #1870
1,392,200  (261,541) 1,130,689 (67,0720 (BO7,081) {36,754 19,752 120,940 1,291,599
Fir ial liabilities”
Darvatage 516,525  (190,129) 325,396 (267.072) (10,552) {27.B37) 20,935 29,395 355,791
Rapas, gtock knding and smiler agradmants
clnssdiod ns 330,366  (71,412) 258,954 -  [288,523) 0 428 68,664 327818
= trading lebdites 8807 B.728 - (6. 721) - 7 - 6728
- _nondreding leo !_-_'-_n‘k‘_‘ | 323,553 {71 252,226 = | [251,802) ] 421 68,664 320,890
1 61,541 S5, 350 7.072 075y (37680 21.363 98.059 BE3409
AR 31 Do 2024
_Frmincos| sesate’
Darvatas N ) _ LERBAY  AD0NSE] SRS GE0E1] ITLO0E 46004 SE0SE £0.560 g s
Ruvarsa fapod, o0 DOrroWwWing Bind Simalar
mgieumantn caesifad ns ba2.a04 LEFY ] B13,658 - (e i) [16E] [ E1, 718 BPEAT3
- trmdng meests [ wa T asmz| =] Jis.ﬁ-i:] = 0| agEn]  BlA0e)
_=_ngn-tredng aessts’ | 4ms 05 N22761 456,776 | = | r4EE SR 116E] i | BRLO0E | E2aEN |
LHERE  [219.5521 ] 12806771 M244651  [45.967] oe.114 02005 SERIER
Finsnoa) lebilitas®
Dwrvotaes 0000000000000 BRAIT4  [FU0.566] SH3EEE [ZH0617]  1teATH 4783 29,651 L4580 LRI
Rapas, gtock knding and smisr sgrasmants
it i ISR . B, " = L ELG . 1reE
— ..-..,”-_ .|. s -I-F:Lu:l — _T 1‘|1.;_|I o i I 1_\'] - | 'hﬁl_ﬁ
gng labdites’ | _vesaes| pazwsl ez =1 [26.5665] -1l 180 B1205| 170 |
700 82 [219,503] E11,080 [FROETT] (1422880 47,504 FEREL O GEE EE D08

T These exposurés confinué o be secured by fnancal colisteral but the groun may not have Sought or been able ro obtain & legal soinian
ewdancing enforcaabilly of the affterting righr.

£ Amounts presented in the balance sheet included batances due from Group companies of HKETET,05dm (2020: HEKS78 027 m).

3 Amounts présented in the balance sheer included balancas duea re Group compamas of HKS217 67 2m (2020; HES 129 230m).

4 Amounts presented in the balance sheet included reverse repos with third parties of HKEBGS, 775m (2020; HKE520 344m).

5 Amournts presentad in the balance sheet indluded répos with third parties of HESI58,374m (2020: HES 136, 157m),

31 Segmental analysis

The Executive Committes ('EXCO') is considerad the Chisf Operating Decisien Makar ("CODM”) for the purpese of identifying the group's
operating segments. Oparating cagment results are azsazcad by tha CODM on the baciz of parformance meazured in sccordance with
HEFRSs, Although the CODM reviews information on a numbaer of bases, business parformance is assessed and capital resources are
allocated by operating segments, and the segmental analysis is presented based on reportable segments as assessed under HKFRS 8
‘Oparating Segmeants’.

Our oparations are closaly integrated and, accordingly, the precentation of data includes imtearnal allocations of cenain itams of incoma
and expansas. Thesa allocations include the costs of cenain suppont servicas and global functions to the extant that they can ba
meaningfully attributed 1o eparational buginass lines and geographical regions. Whils such allocations have baen made on a syctamatic
and consistant base, they necessarily invelve a degrea of subjectivity. Cests which ara not allocated to other cperating segments are
included in the ‘Corporate Canire”,

Where relevant, incema snd expanca amounis presantad include the resulis of inter-cegment funding along with inter-company and
inter-business line transactions. All such transactions are undenaken on arm’s langth terms. The intra-group elimination items for the
operating segments are prasented in the Corporate Cantra.

Change in operating and reportable segmants

Effactive from the second half of 2021, the cparating and reportable segmants have been changed to reflact the change in managemant
of tha Glebal Banking and Marketz buzinasz, with the splitting out of Glebal Banking, Marketz and Securities Sarvicez and Global
Banking and Marketz — Other ac zeparate cparating cegmaents following realignmants within cur internal reporting to the CODM. Global
Banking and Markets and Securties Services are separate reportable segments, Global Banking and Markets - Other, which mainly
comprizes of business activities which are jointly managed by GE and MSS, is reported under 'Othar (GEM-othar)’. Comparatives have
baan ra-prazented to conform to the current year's prazeantation.
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Notes on the Conzolidated Financial Statements

Qur global businesses and reportable segments

The greup provides a comprehenziva range of banking and related financial zervices to our customers in cur global busineszaz: Waalth
and Parzonal Banking ("WPE'), Commarcial Banking ['CME'}) and Globkal Banking and Markatz ("GBM'). The products and sarvices offared
1o customers are organised by these global businesses,

* WIPE prowides a full range of retail banking and wealth produdts 10 our custemers frem personal Banking 1o witra high net worth
individusls, Typically, customar offarings include ratail banking products, such as current and savings accounts, mortgagas and
parsonal loang, cradit cards, debit cards and local and international paymeant sarvices. Wae also provide wealth managemant zervices,
including insurance and investmant products, global azcet managamant servicas, investment managament and Private Weakh
Salutions for custemears with more sephisticated and international raquiremeants,

+ CME offers a broad rangs of products and zervices 1o sarve the neads of our commercial customers, including small and medium-
sized antarprises, mid-markaet antarprizes and corpoerates. Thesa include cradit and landing, intarnational trade and receivables
financa, treasury managamant and liquidity salutions (payrmantz and cach managemaent and commercial earde), commarcial insuranca
and invasimantz, CME aleo offars its customears aceess to preducts and sarvicas offarad by othar global businessas, such az GBM,
which include foreign exchange products, rasing capital on debt and equity markets and advisory services,

* GBM comprises of two separate reporiable segmaents: Global Banking {'"GE"} and Markets and Securities Services ('MS57). GB provides
tailored financial selutions to major government, corporate and institutional clients and private investors worldwide. The client-focused
businass lines daliver a full range of banking capabilitias including Tinancing, advisory and transaction sarvicas, M55 provides services
in credit, rates, foreign exchange, equities, money markets and secuntes services, and principal mvestmaent activitins,

+ Corporate Cantre includes strategic invastmants such as our invastmeant in BeCom, Cantral Treacury revanua, and eosts which ara not
allocated to global businesses, mainly in relation to investments in technology.

Parformance by reportable sagments is presented in the ‘Financa| Review' on page 10 as specified as ‘Audited’

Infarmation by geographical region

Restaf  Intrs-segent

Hong Kong Azin-Pacific alimination Totsl
HE$m HK$m HE$m Higm
Far the year ended 31 Dee 2021
Totel cparstng ncpmia 174,859 79,087 T80 254 706
Prafit baloe e 41,043 45,520 - BE,59583
At 31 Dac 2021
Tabnl neksts 7035437 3.696,064 (E28, 168 3,903,393
Tatal hsbektion 550271 3248, 775 (a1 6E) 8,970,682
Lradit commdrnante and corrbngent |whdien [contest omounta) 1,792,875 3532309 = 2,325,003
Far tha year ended &1 Dag 220
Tath| Sparatag Masmn 1928 T6.555 168 P Lt
Profit bafoun e G a37 €2 26S - BO.156
At Do 2020 F— e— — S
Tatal nesats B.EEE5 GAE7 BT [78,111] 916,405
Tatsl listaktien 6,141,208 203 B4 |78, 111) PN
Cradit sommsrmaiis and Sormbngent labidne [GOnImst amouia) 1. 72T EE 1817, 17 — 3146208
Information by countryftarnitany
Ravanua’ Nom-curent assecs”
Fior T s s 31 Dt AL T D
021 020 2021 £020
Hi§m HEdm HEfm HEdm
Hong Kong 106,968 110,873 134,400 136408
Mminiand China 18,381 196,477 176,863
“haatinin 7351 1.837 FF
I 10,674 2,534 FFL
Indonas s ya 3.584 a3.70M
e L] 5174 2,022 1.832
Singapo 10,671 2.933 2.040
Temvmn 3124 2,802 2 EET
Cthar 12,135 3,140 .57
Jotal 178,658 349,729 152305

T Revenue (dafined 3z "Ner operating income before change in axpected eredt lostes and ooher impairment charges '] is artnibutable to countries
bazed on the locatan of the principe) operations of the branch, subsidiary, assocarte o joint venturs

2 Noa-cUfFant 5Sers consisr of roparty. pIant and aquipmeant, ool ather infangibls assars, [MEresrs in as200ares and foint vaniuras and
certain other assets,
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32 Related party transactions

The group’s related parties include the parent, fellow subsidiries, associates, joint venturas, post-smploymaent benafit plans for the
group's am ployess, Key Managamant Parsonnel ("KMP') as defined by HKAS 24, cloze family mambars of KMP and antities that are
contralled or jointly controllad by KMP or their close family mambers,

Farticulars of transactions with related parties are set out balow,
{a) Inter-company

The group is whaolly owned by HSBC Azia Holdings Limited, which in turn iz a wholly-owned subsidiary of HSBC Holdings ple
{incarporated in England).
The group entered into transacticns with its fellow subsidiaries in the normal course of business, including the acceptance and placement

of interbank deposits, correspendent banking transactions and off-balance sheet transactions. The Bank also acted as agent for the
distribution of ratail invastrment funds for fellew subcidiaries and paid profecsional fees for zarvices provided by fallow subsidiares.

The group chared the esctz of eartain IT projects and alzo uzed cartain processing sanvices of fallow subzidiariez. Theza coste are
raperied under ‘Genaeral and administrative expeanses - other administrative expenses in the income statament,

The aggregate amount of income and expances arizing from thesa transactions during the year and the balances of amounts dus to and
from the relevant partsss at the year end ware a5 follows:

2021 2020
Immedistes  Witimate holding Fellaw iImmedats  Ulsrass holding Falow
helding compeny cEmpany subsidiaries  noaing comeany ST Eufr=har=e
HHEm He$m HHgm Hidm HiEgm HEm
Ii nvdll ENE for the yaar
IPtas i a sfiim = — 220 - =t 480
Imtarast expensa’ 6,773 {&51) [208) (] (38 ag
_Fut LAl it — - 253 - - 2_.'{&_
Fas axpanas = 1 1,428 - - 1472
Nt mcoma from fimancsl netremants hedd for
tmding or mensgaed on e feir vales basis - 1 14 = 2 18
Nt newence premuem fotma = = 243 = - -
Crthar opamating noomg - 128 1,770 = mmr a8
Nat nausancs e ms and BaeTis pasd and
lmbete 10 pahi = = 75 o= e e
Dl ard adimauil dtve o — {141} A7, 842 - E2TD =1.e32
At 1 Dec
Azsats ] 1,147 260,258 - 207 161916
= tmdng soeetn’ - 22 B2 = id 165
= Carvelive neselE - 983 147,704 - 2,458 e, 50
- othar apeste’™ o 138 106, 320 - AR B2.ERE |
Limbilitins 223,565 1,069 283,630 1aE211 TG 162,145
= tmding lebities’ - - 28 - 11 &7l
- finan il lnbiltsa desgnnted ot (e wmioe™ 175,655 - 7 1330 - ]
= durnatne lebdten - 18 152,013 - - BT
- othar lebies™ 1,388 880 131,585 1,448 bl L 2=
- subordnstad hebiltiee ' 6,522 7 < 6350 72 -]
Guarantaes - - 23 815 - - §5,507F
Commamants — _ 2,078 — - 2,988

T The amournt includes INteres axpenses on debt ingruments issued by the group for funding purposes that are designated under the 13ir vaiue

apiian fo réducd an sccounting msmalch, and interest expensesiincorme) on derddatives managed in conjunction with those debt ingrurments.

Comparataes have been re-presented ro comfonm o he CUment yaar’s prasentanion

Thus includes reimbursemant of amount from witimate holding company in accardance {0 the biling arrangermant of the Group,

Thaze halances are prasanted under "Armounts dus fromto Groud cormpanies’ i the consalicated balance shaat.

The halance at 31 Decamber 2027 included subordinated Nabiities of HIE 175 655m to meer Toval Loss Absarbing Capacity ( TLAC T requirarments

(2020 HKETIT,370m), During the yaar, There were ranayment of HKS4 437m and iSuance of HESE,460m (20200 no movement), The carnang

SMOUAT SF Krancal Labiliies desgnated &1 (air valie was HKE7, 211 Figher than the Contractudl 3rount & maturiy (20200 HEST2.5618m9. The

curnuianve loss in far valve arnbutable ro changes in credt rick was HEST,B15m (2020: HKS2 450m). The halances are lavrgely under Lavel 2.

5 The balance ot 31 Decernbar 2027 included subordinated Rabiities of HKSIE 522m to meet TLAC requirements (J020: HKS65, 393m) Duning the
yasr, thars wars repayment of HKS 19 665m and owances of HKS3 304m (20200 no movement),

& The fair value fierarchy of assets and labilties 8t amortized cost ane under fevel 2 and the fair vadue has no matenal difference wath carrping value,

Bl By

The above outstanding balances aroza in the ordinary coursae of businazs and on substantially the came tarme, including intarest ratas
and security, as for comparable transactions with third-pary countarpartias.
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Notes on the Conzolidated Financial Statements

{b}) Share option and share award schemes

The greup participates in various share option and chare planz opearatad by HSBC whareby zhare options or chares of HSBC are granted
ta amployeas of the group. Tha group recognises an expense in respact of theze chara options and share awards. The cost borne by tha
ultimate helding company in respect of chare options i treated as a capital comnbution and s recorded within ‘Other recerves”, In
raspact of chare awards, the group recognisas a liability to the ultimate helding company cvar the vesting penod. This liability s
maagzurad at the fair value of the shares at sach reporting date, with changes since the award dates adjusted through the capital
contribution aceount within 'Other racarvas”, The balance:z of the capital cantribution and the liability a1 31 Decamber 2021 amountead 10
HE3$3.436m and HKE1,43 1m respectively (2020: HK$2,609m and HK$1,124m respectively).

{e} Post-employment benefit plans

At 31 December 2021, HK39.2bn (2020 HK$9.2kn) of the group's post-employment plan assets ware under management by group
companiaz, sarning managament feas of HK$S5m in 2021 (2020 HE3S9m). At 31 Decambar 2021, the group’s post-employmeant banafit
plans had placed deposits of HKE783m (2020: HK3841m) with its banking subsidiaries, sarning interesi payabls to the schemes of
HEZ0.5m (2020 HK$0.2m). The above cutstanding balances arose from the ordinary course of business and on substantially the same
terms, including interest rates and security, as comparable transactions with third-party counterparties,

{d} Associates and joint ventures

The group provides certain banking and financial services to associates and point ventures, inchuding koans, overdrafis, interest and non-
intarast bearing dapozits and currant accounts. Dataile of intarests in azsociates and joint venturas are cet out in Mote 14,

Tha dizclozure of the year-end balance and the highest amounts outctanding during the year iz conzidared to ba the meost meaninglul
information 1o represent the amount of transactions and cutstanding balances during the year

Trancactions and balancas during the year with ascociates and joint vaniuras

2021 200
Highest balance Falarnce at Highwit Balas Balares at
during the year 31 Diecesmibeer dunng Shi year 31 Decembar
HE$m HK$m HEZ R
Aarwairibe dun Diom sssscabis — utiubardnated 35,304 33,663 20677 22811
AuTeounte s 10 BEROCIELER 26,4590 8,348 A3ATT L
Cammitmants 3,722 1,479 1 1

The above cutstanding balances arcca in the erdinary coursa of business and on substantialty the samea termsz, including interast rates
and secumy, 85 comparabla transactions with third-party counterparties.

{s) Koy Management Personnel

Key Managemaent Parsonnael are dafined as those persons having authority and responsibilty for planning, directing and controlling the
activities of the Bank and the group. It includes members of the Board of Directors and Executive Committes of the Eank and the Board
of Directors and Group Executiva Committes mambars of HSBEC Holdings ple.

Compansation of Key Management Personnel

2021 2050
HEfm HE#m
I':‘-LInFnu Al e l.f‘:.":‘_'T-'.tn‘ﬂ panalits 314 218
Post amploymant banafis ] &
Tammana bon banafits 5 4
Shayng -bapad payments 123 103
Tatal 451 &
Transactions, arrangements and agreaments invelving Key Managament Parsonnal
203 Fineidl
HEEm HEEm
During the yesr
Highist avirnge sasats’ 107,317 1000, 854
Highaest awarnga habikties’ F1.516 71,468
:Cowntribution in Geions profi bifond tix s 1238
At the year snd
(e nribi i 13.263 12457
Commitmants 13,624 18,700

T The disclosure of the ghasr sverage balance during the yaar is contdered the mest meaningiul informanan fo raprasent rransachions durng rhe
o,

Transactions, arrangamants and agreamants are antarad into by tha group with companias that may ba controlled by Key Managamant
Parsennal of the group and thair immeadiate relatives. Thase transactions are primarily loans and deposiis, and ware antered into in the
ordinary course of business and on cubstantially the sama terms, including intarast rates and cecurity, & com parable tranzactions with
parsens or companies of a similar standing or, whaere applicable, with other employees. The transactions did not invohee more than the
normal rick of repaymant or pracant othar unfaveurable features. Change in expacted credit lozces recogniced for the year, and expectad
cradit lzsz allowaneat against balances autstanding at the and of tha yaar, in rezpect of Key Management Parconnal wara insignificant
{2020; insignificant)

On 8 Qctober 2019, the group acted as Joint Global Co-ordinater and Underwmer on aggregated EUR4 25bn and GEPE0Om Senior Note
izzuancasz for CK Hutchizon Group Telecom Finance 5.4 in 6 tranchas, with tanors of 4 1o 15 yeare and coupen rates of 0.375% 1o
2.625%. CK Hutchizon Group Telecom Finance 5.A_ is a whally-cwned subsidiary of an azsociated body corporate (CK Hutchizon
Holdings Limited) of Mr Victor Li, a non-executive Director of the Bank.
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{f) Loans to directors

Directors are defined az the Directors of the Bank, itz ulimate holding company, HSBC Heldings ple and intermediata holding
companias. Leans to directors also include loans 1o companias that are contrelled by, and entities that are connectad with theze
dirgctors. Particulars of leans to directors disclozed pursuant to section 17 of the Companies {Disclosure of Information about Benefits of
Directors) Regulation are as follows:

ASGragals BT cusitEndng ot MEKITLITY BO0IDME BTount

1 Dac oulEtandng during the yaar
2021 2020 20 2020
HEfm HEKSm HHEm Hgery
Eytha Bank _ . 3,755 269 3,967 &9
By subasdiadios 13 4 14 3
3,768 o] 3,881 & 500

These amounts include principal and interast, and the maximum liability that may ba incurred under guarantess.

33 Fair values of financial instruments carried at fair value

Control framework

Fair valuas are subject to a control framework designed to ensure that they are either determined, or validated, by a function indepandent
of tha rick taker.

Whera fair values are datarmined by rafarenca to extarnally quoted prices or oboarvabla pricing inputs 1o modealz, indapendant prica
datarmination or validation iz utilized. For inactive markeic, the group zources alernative market information, with greatar weight given
to information that iz considersd 1o be more relevant and relable. Examples of the factors considered are price observability, instrument
comparability, consistency of data cources, underlying data accuracy and timing of prices.

Fair valus of investmaent funds arm sourced from the undarhying fund managers which are based upon an assessment of the undaerlying
invazteas’ financial positions, rezults, rick profila and procpects.

Far fair valuas daterrminad using valuation modalz, the control framework includes develepmant or validation by indepandant suppor
functions of the medal logic, inputs, modal culputs and adjustmentzs. Valustion models are cubject to a process of dua diligence bafara
becoming operational and are calibrated against external market data on an ongoing basis.

Changes in fair value are generally subject toa profit and loss analysis process and are deaggregated inte high-leval categores including
partfolic changas, market movemants and other fair valus adjustmants.

The majority of financial instruments measurad at fair value are in MSS and Insurance. The group’s fair value governance structure
comprizas itz Finance function and Valuation Committeas. Financea ic responzibla for establizhing preceduras geverning valuation and
ensuring fair values are in compliance with accounting standards, The fair values are reviewed by the group's relevant Valuation
Committess, which consist of independent suppan functions, Within M35 and Insurance, these Commitiees are oversesn by the Group's
Valuation Committea Raview Group and tha Greup Insurance Valuation and Impairment Committea respectively. These two Group
Committea:z considess all material subjective valustions,

Financial liabilities measured at fair value

In cartain circumstances, the group records its own debt in izoue at fair valua, bazed on quetad prices in an active market for the cpecific
instrument. VWhen quoted marke! prices are unavailable, the ewn debt in issus is valued using valuation techniques, the inputs for which
are aither bazed on quoted pricas in an inactive market for the instrument or are estimatad by comparzen with quoted prices in an active
markaet for similar instruments. In both cazes, the fair value includes the affect of applying the credit spread which iz appropriata to the
group's liabilitiez. The changa in fair value of izzued dabt securitias attributabla to the group's own credit spread iz computed az fallewe:
for each cecurity at each reparing date, an extarnally verifiable prica iz ebtained or a prica iz derived uzing credit epreads for cimilar
secunitins fer the same issver, Then, using discountad cash flow, sach security is valued using a Libor-based discount curve. The
diffarenca in tha valuations iz attributable to tha group’s ewn eredit epread. Thiz mathoedalegy ic applisd conzistently acrosz all sacuritiaz.

Structured notes iztusd and certain othar hybrid instruments ara incleded within 'Financial liabilities decignated at fair valua’ and ara
measurad at fair valua. The credit spread applied to theze instrumeants iz darived from the spreads at which the group izsues structured
notes.

Gains and losses anising from changes in the credit spread of labilties iscued by the group reverse over the contractual life of the debt,
provided that the debt iz not repaid at a premium or a discount,
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Notes on the Conzolidated Financial Statements

Fair value hiegrarchy
Fair values of financial assets and habilnies are detarminad according 1o the following hierarchy:

+ Level 1 - valuation technique using quoted market price: financial instruments with quated prices for identical instruments in active
markats that the group can access at the measurament data.

+ Laval 2 - valuation technique using cbservabla inputs: financial instrumants with quotad pricas for similar instrumants in activa
markets or quoted prices for idantical or similar instrumants in inactive marketz and financial instruments valued using modals whare
all significant inputs ara chzarvabla,

+ Leval 3 - valuation technique with significant unobservable inpute: financial instrumants valued uzing valuation tachniquas where one
of more significant inputs are unobservable.

Financial instrumants carmied a1 fair value and bazes of valuation

Fair Value Hisrarchy
Third-party Intar-
Larvel 1 Lewel 2 Lewel 3 ot company’ Totml
[ HKSm Hiigm Hi$m HEfm HKEm HK$m
At 31 Dec 2021
Masets
Trecling s ta’ 537,816 136,368 3,245 777,450 — 777,450
Clarvetnas 440 212,740 3284 216,474 148,683 65,167
Franaal pesete desigrated and othenw s mendatan by
massured at feo vablue throwgh profit or oss 45,544 34, 203 74,65 il - 202 354
Franas| mwestmants 1,153,521 391,818 3,674 1,548,011 - 1,548,011
Listbslithes
Tieclirg Sabihnas’ 73647 19,076 — 92,723 == 92,723
Chur ivatnas 453 200,867 2,130 200,780 152,03 58,75
Frnnen| nbdtas depgrated ot fais vile® - 118,516 20,349 138,965 - 138,965
At 31 Oes 2000
gt
Treding easats’ 2030 156,447 1237 800,414 = Ean4t4
Do viibid FRLY 242567 1028 245525 FRAZD AZ2.545
Frnncal aasste dedipnatad oned othaow s mandatan by
massared &t foe valua through profit ar e ar.eol S, E3E &0 Rl 176280 - 178,560
Frnancal mwstmants 1,216 808 a0 =1 1,00, 4088 = §, P00, L08
el i ol
Trading knbilhas’ £2.604 6,008 = 0812 = E0e12
Dr entiea s ana.504 9,538 Fa0dE7 L it
‘-F-':'!:;!:al iabeitian damgrated st faif vaioe® = -:IM;EEEl-B 21?.;5:‘ _‘-‘_é-]“'.':lﬁl e 1%3“01_3“
T Amourts with H58C Group entities are nof reffected here,
2 Denvanves balancas with HSEC Group entives are largely under ‘Lavel 2
Transferz batwean Lavel 1 and Laval 2 fair values
Assets Linbilites
Dozignated
and ctherwise
mandatarily
Fimnmcial Trading  measursd st Trading Designated st
Ivestments aztols Tadr vadue Derfvatives limbilities Tair value Derivatives
HEgm HE§m HK §m HH§m HH §m HHK$m HHESm
At 31 Dec 2021
Trarafats from Leval 1 10 Leval 2 57,471 29,852 1.970 802 1012 - 1,652
Trerisfars from Leval 3 ta Lavel § 36,073 20,0948 1.874 - 3,452 - -
At 31 Des 2020
Trerafors from Loval § to Laval 2 180G 20524 1.807 - 208 = =
Tiaralad® from Lavald 1o Laval 1 37387 28,056 1,850 ) 191 — —

Tranzfarz batwean lavalzs of the fair value hiararchy sra deamad to accur at the and of sach Group's quanarly reporting period. Transfarz
inta and out of lavelz of the fair valua hisrarchy are primarily attributable te changes in obsanvability of valuation inputs and prica
transparency.
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Fair value adjustments

Fair valua adjustmants are adopted when the group determines there are additional factors considared by market participants that are
net incorporated within the valuation medal. Movernants in tha level of fair value adjustimeants de not nacezsarily rezult in tha recegnition
of profits or loszes within the incoma statamaent, such as when models are enhanced and therefore fair value adjustments may no longar
ba required.

Bid-offer

HKFRS 12 requires use of the price within the bid-offer spread that = most representative of fair value, Valuation medels will typically
genarate mid-market values. The bid-offer adjustment reflacts the extent to which bid-offer costs would be incurred if substantally all
rasidual net pertfolio market risks warae clesed using available hedging instrumants or by disposing of, or unwinding the position.

Uneartainty
Cartain modal inputs may ba lesz readily determinable from market data, andlor the choics of modal itzell may be mare subjectrve, In

these circumstances, an adjustmant may be nacessary to reflect the likelihood that market participants would adept more consanative
waluaz for uncerain parameaters and/or model azzumplions, than those used in the group’s valuation modal.

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

The CVA iz an adjustmant to the valuation of overthe-counter ('OTC'} darivative contracts to reflect the possibility that the countarparty
ray default and the group may not receiva the full market value of tha transactions.

The DVA iz an adjustmant to the valuation of OTC derivative contracts to reflact the possibility that the group may default, and that the
group may nat pay tha full market value of the transactions.

The group calculates a separate CVA and DVA for each legal entity, and for sach countarpany to which tha entity has exposure. With the
axcaption of central clearing parties, all third-party counternparties are included in the CVA and DVA calculations, and these adjustmants
are not netted across group entities.

The group calculates tha CVA by applying the probability of dafault {'FD)} of the counterparty, cenditional on the non-default of the
greup, 1o the group’s axpactad pocitive axposure 1o the countarpany and muliplying the result by the loss axpectad in the evant of
dafaul. Convarsaly, the group calculates the DVA by applying the PD of the group, conditional on the non-default of the counterparty, 1o
the expected positive exposure of the counterparty to the group and multiplying the result by the loss axpacted in the event of default
Beth calculations are parformead over tha lifa of the potential axpozure.

Fer most praducis the group uces a simulation methedolegy, which incerporates a range of potential expocures ovar tha life of tha
partfolio, to calculate the axpectad pocitive exposure to a countarparty. The simulation mathodology includes eredit mitigants, such as
counterparty netting agreamants and collateral agreamants with the counterparty.

The mathodolegies do not, in general, account for ‘wrong-way risk’ which arizas whaen the undaerlying valus of the derivative prior to any
CVA is positively cormelated to the PD of the counterparty, When there is significant wrong-way nsk, a trade-specific approach iz applhed
to reflect this rick in the valuation,

Funding fair value adjustment (‘"FFVA')

The FFVA iz calculated by applying future market funding spresds to the expected future funding exposure of any uncollateralised
component of the OTC derivative portfelio. The axpected future funding axposzure is calculated by a simulation methodology, where
available and is adjusted for events that may terminate the exposure, such as the default of the group or the counterparty, The FFYA and
DWA ara caloulated indapendantly.

Model limitation

Modals uzed for portfolio valuation purposes may be based upon a simplifying st of assumptions that do nat capture all material market
characteristics. |n thess circumstances, model hmitation adjustments are adopted.

Inception profit (Day 1 profit or loss reserves)

Incaption profit adjustments are adepted when the fair value estimated by a valuation modal iz bazed on one or more significant
unabservable inputs

Effacts of changes in significant unobservable assumptions to reasonably possible alternatives

The key unobzervable inputs to Level 3 financial instruments include volatility and correlation for structured notes and deposits valued
using option modals, bid quotes for corporate bonds valued using approaches that take into account market comparables, and multiple
itarnz for private aquity and related investmeante, In the abtance of an active market, the fair valua of private equity and ctratagic
investments is estimated on the basis of an analysis of the investes's financial pesition and results, nsk profile, prospects and othaer
factors, a5 wall as by reference 1o market valuations for similar antities quotad in an active market, or the price at which similar
companies heve changad cwnarzhip. The change in fair values due to changes in reasonably poszibla alternative assumptions for thesa
uncbzervable inputs is not significant,

Favourable and unfavourabla changas are determined on tha basiz of zencitivity analyziz. The sencitivity analyziz aims to meazure a
range of fair values consistent wath the applcation of a 95% confidence interval. Methodologies take account of the nature of the
wvaluation technique employed, the availability and relkability of cbservabla proxies and historical data. Whan the available data = not
amanable to statistical analyzie, the quantiflication of uncertamty = judgemantal, but ramaine guided by the 55% confidencs intarval The
sangitivity of Leval 3 fair valuas to reasonably poszible alternative assumptions is not significant,
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Notes on the Conzolidated Financial Statements

Fair value valuation bases

Financial instruments measured at fair value using a valuation technigque with significant unebservable iInputs = Lavel 2

Azt Lisbititins
Dasignated
mmd
cthersdize
s P ity
maaRsred &t
Tair valus
thraugh
Financisl Trading profi or Dhersd gena ted
investmenes EBELS lezs  Doerivatives Tamsl &t fair value  Derdvatives Total
HK$m HH§m HE §im HE§m HESim HK$m HHE$m HHESm
Provete aguity and rafated investmants 3,121 4 T4.285 - TTAZG - - -
_Stuctured notes - = = = = 20,949 — 20,443
Chibsarg 553 3,242 as7 3294 7448 - 2,130 2,130
At 31 Dec 2021 3,674 3.246 74,652 3294 B4, 668 20,449 2,130 22,579
Privele aciHy s ribsaat vaibringbe EIE7 : 327 : EAR — - . -
Stroturad robes = = - == = 20,464 = 20,454
Ohairs B8R 1237 280 1,028 2980 - 3538 QB
At 31 Do 2020 5 05 1237 sl gRaFi] GE A58 20484 o] FLNrr]

Private equity and related investments

The fair value of & private equity invastment (including private ecquity, nfrastructure and private cradit, primanly held te support our
Insurance business, and strategic mvestments) is estimated on the basis of an analysis of the investes's financal position and results, nsk
profile, prospects and cther factors; by reference o market valuations for similar antities quoted in an active market; the price at which
zimilar companias have changad ownerzhip; or from publiched net asset values {'MNAVE") received. If necezzary, adjustmanic are mada ta
the NAY of funds to obtain the best estimate of fair value,

Structured notes

Tha fair valua of Leval 3 structurad notes ic darived from the fair value of the undarlying dabt security, and tha fair value of the ambadded
denvative is determined as described in the paragraph balow on derivatives. These structured notes camprize principally equity-lmked
notes iszued by HSBC, which provide the counterparty with & return linked to the performance of equity cecurities and other portfolios,
Examples of the unobservable parameters include long-dated equity volatilities and correlations betvween equity prices, and interest and
foraign axchanga rates.

Derivatives

OTC dervative valuation models calculate the present value of expected future cash flows, based upen ‘no arbitrage’ principles. Fer
many vanilla derivative preducts, tha modelling approaches used are standard across the industry. For more complex derivativa products,
thare may ba coma diffarancas in markat practica. Inputs to valuation models ara detarminad frem cbzervable market data wharevar
possible, including prices available frem exchanges, dealers, brokers or providers of congsensus pricing, Canan inputs may not be
obsarvable in the market directly. but can be determinad from observable prices via medal calibration procedures or astimated from
histerical data or cther sourcaes,
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Reconciliation of fair value measurements in Level 3 of the fair value hierarchy

hMovement in Level 3 financial instrumants

Aszetz Lisbiliges
D eslgninted
and atharwise
mandatoniiy
mensured &1
tuir walue
Financial Trading thraugh profit Designated
arlogs  Dertvatives ot fairvebus  Devivetives
HHEm HH §m HHEm HH §m HH§m HH5m
At 1 Jan 2021 6,635 1237 44,534 1.028 0,484 1538
Toted goenalliossss] recopnmad in proft or loss i 2211) 11,700 {2.207) 1082
=t ngomaliosses] from fnsncisl instrumants hald for teding or
mignaged on 8 S5 value baps -_— 2211) — 8,002 - 2082
= ghenges in fair vakes of cther financal Neatrumants mendstondy measumd
ot foir value through prafit or losa - - 11,700 - 3207 -
= pans fass lossas from fimencal svestmants ot far valus through othar
COMPEaRanENy NOoMma [k - — - -= -
Tt gaard redodnesd in ofiel Somprafacine msam s |01 (30131 10 " 18 Ja6 23
= fmancsl imvestments fsicve ks (losses) {3,002} - - - -
- amehang dflatences n 10 11 18 389 23
Purchesas 1,383 5,082 22,232 - - -
N dbnoas - - - - 9.196
Zalen {35 561} 1] —_ — -
Saftlarmants {1:283) 187} {7, 5) (1,247} (7.185) 14,060
Tramsfars out - 881} (nryl] 614 {2.8495) (a7 ay
Tenrsefare o = 467 = 107 3,650 425
4 31 Dec 2021 3679 3206 7aes 3209 20449 2130
Unrenlesd gareliomss] iecognmad in profd o s iebting to aesets snd
lineition hald mt 31 Dac 2021 -— 22T 11,236 2,686 113 {34)
= rat darmafioeess] Tram Tnanoa | netrum s hald for trading or
menaged on 8 fair value baos - 22 - 2,808 -
= chafgas i fau valos of char insnca] Retimarts mesdsto nly e ssssd
aE fair value through profit or loss -— - 11,236 - 113 -
Ak Y Jan 2020 R E57 qJE2 ] 20,61 2433
Tt o] s d] dacopn mad o orold ol = aF Gt 05 FAT 2,913 &40
~ mat incoma from fnancial natramenta hald fae tdag of maneped on e
fair valus bags - a3 - 2827 - 2,401
= chnngas n feir valus of othsr Tnencel nEtumants mendato iy reansund
at far value Hrrough prald of lbas - - 08 - 2,113 -
- pong e loppas from hinengal smyagirments ol feir volue throwugh other
aomptabaibie Neome = - i = - -
Totel gaemf|iosses] secognmed n athar comprahensave moomae P0G 1,625 21 i3] B a7 -
= faanaml mvestmants: fee welie geanessas) 1,405 - R - 2] e
= axchangs diffarencas 44 21 [ 5 1224 —_
Purghodas i B 16214 - - —
Nt SSLENOHE - - - - L] —
Sake — |3345] — - — —
Zattlenants {1,070) - 124841 11.244) 13,886] 1B
Tenrafara out — s3] 11ES) 11,2151 12,736 1,070
Trarefars o - SEE b Frs 1€ A5
Ak Doo 20090 [ 1287 A5 6 1,028 20,854 SR
Unreoimad ganeiicrsss] recognead in proft of loes relating to assats end
Inipeiteecn headd mt 31 Olee 2000 - L] 341 e 1131 11636
= nat moomaliossss] from finanoal instrumants hald for tmding or
managed on o fag value DeRG - & - sEF - 7 B
= gchangas n fair valus of other finencs| netumants mendsto nly messumd
0k fair valus theough praft or losa - = .74 - 1] —_

Transfars between lavels of the fair value hisrarchy are deemed 1o eecur at the end of sach Group's quarterly reporting period. Transfers
inte and out of lavels of the fair valua hisrarchy are primanly attributable to observabilty of valuation nputs and price transparancy.
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Notes on the Conzolidated Financial Statements

Effact of changes in significant unobservable assumptions to reasonably possible alternatives

Sansitivity of fair values to reasonably possibla alternative assumptions

2621 2
Banctid I profyt or s FaRacrac 0ol _eeciea iy proorea  TemeWneRt
Un- U A L«
Faveurable  favourable Favoursble favoursbis Fanwn b Tarwsce radr FanwCuirabin Paousatla
1 ) & i Shangas e changes chanpas
HHfm HH§em HES$m HE$m Highm Hgn HESm HEgm

Dorivetwes, badmng essats and treding

'mh.lmv:s" 158 (162} - = it @i - =

Ensncnal aesets snd lebitien desigratad and
othanwes meandatordy messund st far value

Bucugh profit ar loss 3741 {3, 743) - - Z.478 G ATHE) - =
Faargsal evaatmants - - 157 (157 — — i L) il
At 31 Dec 3,899 {3,804} 157 (157 P 2 BB =04 [=ree]

T ‘Devivatives, treding assets and trading Nabifties’ are presented as one category to reflect the manner in which these instruments an nisks
managed,

Thae sensitivity analysis aims 1o measure a range of fair values consistent with the application of a 95% cenfidence mterval

Methodologies take account of the nature of the valuation technique employed, as wall ac the availability and relisbility of cbearvable

procey and historical data.

Vihan tha fair value of & financial instrumant iz affected by more than one unobservable assumption, the above table reflects the most

favourabla or the most unfavourable change from varying the assumptions individualty,

Key uncbservable inputs to Level 3 financial instruments

The following table lists key unobservable inputs 1o Level 3 fmancial instruments and provides the range of those inputs at 31 Dacembar
2021.

Quanitative information about :lgnlfn:ant unobservable inputs in Laval 3 valuations

Fuill Fangs Eusll ranga
Asiats Liabilithis yop,pion ey mobaervable ofinpts. | o reuth
HESm HESm technilgues Imsparts Lower Higher Lowear  Highas
Pravale aguily and faated imvedtmaits FT.420 = Spa below Lee below
Bl i = 2045
Madel - on madal wolatil B ] B9 T8
= fegiiity=lmnioed nots - 15517 Model = x'ﬂ" ol ::.Jri“t:mml::rm Prry ey % 6%
EX Ankad notes - 4,733 | Modsl - Option madel FX wolatility 2% IE b 3G
- Gihar - L]
Ttharg” 7.446 2,130
At 31 Dee 2031 B4.868 338573

T “Others’ inciudes & range of smaler asset holdings,

Private squity and related investments
Givan tha bespoka nature of the analyziz in recpact of each holding, it is not practical to quote a range of key uncbzervabla inputs.
Volatility

Valatility iz a measure of the anticipated future variability of & market price, It vanes by undeérlying referance market price, and by strike
and maturity of the option. Certain velatilities, typically those of a longer-dated nature, are uncbsarvable and are astimated from
observable data. The range of uncbzervable volatilitias reflects the wide variation in volatility inputs by referance markat price.

Correlation

Corralation iz & measura of the intar-relationship betwean twio markat prices and is expressed az a number batwaan minus one and cna.
It iz uzed to value more complax instrumants where the payout i depeandent upon more than one market price. There iz a wide range of
instrumants for which corralation iz an input, and consequeantly & wide range of both same-acset corralations and crocs-azeat corralations
is used. In general, the range of same-asset correlations will be narrower than the range of cross-asset correlations.

Unabzervable earrelations may be estimated bazed upon a range of evidence, including conzensus pricing services, group's trade prices,
proxy corralations and examination of histencal price relationships. The range of uncbservable correlations quoted in the table reflects
the wida variation in corralation inputs by market prica pair.

Inter-relationships between key unobservable inputs

Key unobsarvable inputs to Lewvel 3 financial instruments may not ba indepandent of each other. Az dazcribad abowe, market variablas
may be correlated, This correlation typically reflects the mannar in which differant markets tend to react 1o macrosconomic or athar
avants. Furthermore, the effact of changing market variables on the group’s portfolio will depand on the group’s net rizk position in
raspact of each variable.

124 The Hongkeng and Shanghal Banking Cerporatien Limited Annual Report and Acsountz 2021

308/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

34 Fair values of financial instruments not carried at fair value

Fair values of inandal instruments not cardied at Farr value and bazes of valuation

Fair Value Hisrarchy
Sigrificant
Guated Observable
Carrying  market price Inpina ingiata
armaunt Leved 1 Lovel 2 Larwed 3 Tatal
HE$m HH i HE$m HKEm HE{$m

Aszats'
Ravarse puwchess agresments - non-tredng 8O3, 778 - 802 a1 8547 B0 B2
Losng and ochvancss 1o Danks 432,247 — 428175 8,356 432,51
Lomng end scvences o cusiomars 3,840, 9% - 65 268 3, TES, 1498 3030418
Fastsrzn| svagbmeants — nt amo masd cost 502,564 89,050 449,284 2142 540,476
Linbilities"

Hupurchese 80 reaments - non-tradng 255,378 = 255,308 = 5382
Dposita by banks 280,310 — 280,408 - 280,408
Customar secounts BA77.982 - B 171676 - BATTETE
Dbt sacurdian in ssus 67, 364 — 67,842 - 67842
Subargnated haitea 4,054 - 3864 - 3864
A 3 Do 2000
Assits’

Roverss mpurchass sgresmiants = non-tradmg £30, 244 = B18.255 2108 2040
Lowns nd ncvencys to banks 409,684 = GanMG 10574 04327
Losna and acvancss 1o customans & B5H, £ - B BB =X 5EH 401 SERDANE
_Fi_nﬂu_l rivastmants - 6t amorised cost A5 26 51',;'3_1.? AE0SED 2,012 nga_ﬁi

Lunbiiitma’

Rapurchase agraements = non-tradng 158,467 - JaE 167 = 138,167
Dapriiertn By banks 248,620 — FLAEETR = 246523
Custormar sooouns £.011,508 E.o11.818 - 6,011,813

st sucurtinn in e FATS —  woe = 80,66
Subordnated bisbities  ADEE - 5743 = aren

T Amownts with HEBC Graup entities are not reflected have, Further details sre Sof out in Note 32

The fair values above are stated a1 a specific date and may be significantly different from the ameounts which wall actually be pasd on the
rmaturity or seftlamant dates of the instrumants. In many cazes, it would not ba possible to realica immediataly the estimated fair values
given the size of the portfolios measured, Accardingly, these fair values do not represent the value of these financial instruments 1o the
group 8% @ going concerm

Cther financial instrumants not carmed at fair value are typically shom term in nature of re-priced 1o currant marken rates fraquantly.
Accordingly, thair carrying ameunt iz a reazonable approximation of fair value. They include cash and balances at central banks, itams in
the course of collection from and transmizsion to ather banks, Hong Kong Government certificates of indabtedness, Hong Kong currency
notas in sirculation, ather financial assets and other financial labilitias, sll of which ara measured st amonted cost.

Valuation

Fair value iz an astimate of the price that would be received to sell an asset or paid to transfer a Imbility in an orderly transaction betwaen
market participants at the measurement date. It does not reflect the ecenemic benefds and costs that the group expects e flow from an
instrumant’s cazh flow ovar itc axpactad future lifa. Our valuation methodeloges and azzurmptions in detarmining fair valuas for which no
obsarvable market prices ars avarlable may differ from those of ather companies.

Repurchase and reverse repurchase agreements - non-trading
Fair valuaz approximata carrying amounts as thesa balances are generally short dated.
Loans and advances to banks and customers

To determing tha fair value of loans and advances to banks and custemers, lsans are segregated, as far as possible, into portfolios of
similar charactariztics. Fair values are bagad on obzarvable market tranzactions, whan availabla. Whan thay are unavailabla, fair valuaz
are estimated using valuation models incorporating a range of input assumptions, These assumplions may include: value ectimates from
third-party brokers reflecting over-the-counter trading activity, forward-looking discounted cach flow models, taking account of axpacted
customer prepaymant rates, using assumptions that the group believes are consistent with those that would be used by market
participants in valuing such loans; naw business rates aztimates for similar loang, and trading inputs from othar market paricipants
including obzarved primary and secondary tradaz. From time te tima, wea may angage & third-party valuation spacialist to meaasura tha
fair value of a pool of loans,

The fair value of loans reflects expected credit losses at the balance sheet date and estimates of market participants’ expectations of

creda losses over the life of the loans, and the fair value effect of repricing betwean origination and the balance chest date. For credit
impaired loans, fair value is astimated by dizcounting the future cach flows cver the tima pericd they are axpected to ba recovarad,
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Notes on the Conzolidated Financial Statements

Financial investments

The fair values of listed financial investmanis ara determined wsing bid market prices, The fair values of unlisted financial investmants ara
datarminad using valuation techniques that incorporata the pricas and future earnings streams of equivaleant quoted securities.
Deposits by banks and customer accounts

Tha fair valuesz of on-demand daposis are approximatad by their carrying valua, Far depozits with longer-term rmaturities, fair values ara
sstimated using discounted cash flows, applying current rates offared for depasits of similar remaining maturities

Debt securities in issue and subordinated liabilities
Fair values 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 it invahlaed with both conzolidated and unconsolidated structured entities thraugh the securitication of financial azseats,
conduits and investiment funds, established sither by the group or a third party.

Consolidated structured entities

The group uses conzolidated structured antities to securitize customar loant and advancas it originates to diverzify itz cources of funding
for azzet origination and capital afficiency purpocesz. The loans and advancas are transfarred by tha group to the structured antities for
cash or synthetically through credit defaull swaps, and the structured entities issus debt cecurities to investors, The group's transactions
with theze entities ara not significant.

Unconsolidated structiured entities

The tarm ‘unconsclidated structured entities” refers to all structured entities not controlled by the group. The group enters into
transactions with unconsolidated struecturad antitias in the normal course of business to facilitate customear transactions and for specific
invastment opportunites,

Mature and rizks aszocated with the group’s htarasts in unconsolidated struct urad antitias

H58C Mon-H5BC
Securitisations  managed funds  managed funds Othar Tawml
Totnl aesst valuds of the sntries [HKFEA|
el 65 5 114 21 265
) 11 37 130 - 178
15— = 15 a1 - 106
F3-196 = 1 5 = 51
195+ - 1 3 - 4
Mumbar of antities at 31 Dec 2021 il 119 JER 21 [
i gm HHEm HESm Hi$m HH$m
Tats| eessts n rafntion to tha group's infareals in the unconealideted
stiuchured artifss 35,229 32223 BE, 044 10,140 163,632
—tmany sseels = 1,041 = a 1473
= firvmneesl appate cemipnated Bnd ciherwiss mandetonly measumed Bt faur
wolus thwough profit of o = 3,182 86,043 - 117,226
= dervatwes - - - - -
= fonns snd ndvances to customars 224 = = 8,525 44,850
- fwronncs | Fyastmants = == as . =
— i adita - - - 83 83
Totel linkktios noralabon to the prowp’s miengsts i the unconsekdeted
strgciirad enbifsg - - - &0 &0
= e Avatnae v ] "" ] - | M | “]
Ot off bolance sat som miTTenE 402 5,999 26,245 5,939 39,586
_The group’'s maximum exposure st 31 Dec 2021 35.627 39,223 112,280 16,019 203,158
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Mature and rgks assocmted with tha greup's interests in unconsolidated structured antities [centinuead)

HRED M- HEED
Sqcurimatons managed Tunds managed funds Oirar Totad
Toted mpeat valion of T arbwg [H D]
-4 52 62 104 Pl 243
4=15 L] M 107 1 151
16-34 = 18 B8 — i
J8=198 - 3 &5 - 40
e = . 5 = 5
Nurmiber of antaan 8t 31 Duc 2020 81 118 _ 318 FE £33
HE3m HKSm HESm HES HESm
Totel mesatn in relation to ths group’s nterests n the unconsolidated
Fnpstiued entbas b | FEATE 75481 BEN 135268
= trsding seeets 204 1,863 = = 1 EE7
= fnancmsl pssats desgneted and othanysae mandatonby massueed st far
valus through profa or Igss - LN k] 71481 - 86,004
= darmetivei - - - - -
= lodeid and adhiiodd 10 SuEtormaiE 25 B4 = = 828 J4 BE2
fmancml rvestmants o L == L= =
- othar pasats - = - o i
Total labiitas = salaton o e Group's NEceste o s unconestdstsd
struahned antites - - B &8
- danvaties [ =] =] -] 3 £ |
Crthar off Balstos #haat Somem AmantE [ TEDE 25034 ST Jd 532
The group's msxmorm axposung st 31 Dee 2020 27347 a02oE B 16802 AET D

The maximum sxposure to loss from the group’s interests in unconselidated structured entities represents the maximum loss it could
incur as & result of itz invelvemant with theze antitias regardlazs of the probability of the lozz baing incurrad.

* For commitmants, guarantess and written credit default swaps, the maximum exposure 1o loss iz the notional amount of potantial
futura locoas,

* For retained and purchacad invastments in and loans 16 unconzolidated structured entiiaz, the maximum expocure 1o losz iz the
carrying value of these interests at the balance sheet reporting date.

The maximum exposura to loss iz stated grose of the effectz of hedging and collateral arrangementz enterad inta to mitigate the group’s
exposurs to loss.

Securitisations
The group has interests in unconsolidated securitization vehicles threugh holding notes issued by thase entities.
HSEBC managed funds

The group astablehes and mansges money market funds and non-monay marke? investment funds to provide customers with
invastment epporunities, The group, az fund manager, may be antitled to receive management and parformance faas bazad on the
assats under managamaent. The group may alse retain units in these funds,

Non-HSBC managed funds
The group purchazes and holds units of third-pany managed funds m order 1o facilnate business and mest customer neseds,
Other

The group has established structured antitias in the normal course of business, such az structured cradit transactions for customers, 1o
provide financa te public and private sector infractructure projects, and for assat and struetured finance trancactions, In addition to the
interest disclosed above, the group enters inte derivative contracts, revarse repos and steck berrowing transactions with structured
entities. These interests arse in the normal course of business for the facilitation of third-party transactions and risk management
salutions.

Structured entities sponsored by the group
The amount of assets transfarred 1o and incoma recerved from such sponsorad entities during 2021 and 2020 ware not significan,
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Notes on the Consolidated Financial Statements

36 Bank balance sheet and statement of changes in equity

Bank balance sheet at 31 December 2021

2021 2020
HE$m HEgm
Bssis
Cemgh pnd balencas 8t cantmi benks 203,988 28107
Rama n tha cougs of eoletion from othar banks 17,825 16858
Hong Kong Sovemmant sartdficates of mdebtedrass 332,044 13804
Treding essats 647,625 A5E, 1A
Dhar wabras 345,937 128
Francal pesets dempneted snd othenwsa mandeton by massuned st fair velus through profi ar loan 3200 5A45
Aavinis Mo S3f0amMants — non-teding 488,312 TS
Loans snd advances to banks 230,592 243,107
Laart snd advances b cuslomdrns 1984237 1525622
Eanancal mwastmants 853 848 SR BEE
Arrsaunts dus from Qrous comianse 544,587 400,073
Irvastnents N subssinres 101,555 Pl o
ItanaEte i ARG INTNE Ind P winkirea 39,830 sk
Zoadwall afed stangble assals 18,226 14,008
Proparty, glant and sgupmant 72,312 g3
Chafarnad tak mednte 1275 1268
Prapeyments, socniad noomae and obhar sosets 145,725 1686 857
Total assets 6,073,208 5. 1202286
Liabilities
Hong Kong ourrency notes 5 airdulshion A32.044 313404
Bams i the coursa of tenemssion to othar banks 18,101 18,404
Repuichess agreemants - non-tndng 175,476 75505
Dapomits by benks 224650 134,778
Custormar pogounis 3.816,715 JE10.409
Trading ksbilibes 48 585 28,033
Darvntran 337,010 A
Faandal inbiDes Sasgrabed o1 fair valse 36, 397 a1 507
Dbt gacuribas in meaa 25,353 2H8E2
Rstieamant banalil babilss 1,058 1574
maounts dua b Group companas A8 o5 413 BER
Aoarunbe and dafarred mcome, other labidftias and provaesons 120,646 121,081
Crirtgnt tax habidtiag a1 B8
Dalerid tax habilbas 9,333 BEE
Subordineted habigias 3119 210
Tatal linbilities 531 5166250
Equity
Shiasra 2608l 172,335 1R
Jthar aquety mlrumanta 44,615 A4 816
Jthar rasarves 18218 528
Aatnrid snmings 205,791 221900
Total squity 441,959 453976
Total equity and liabilities w Elabade
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Bank statement of changes in equity for the year ended 31 Decembear 2021

rthar reserves
Finmricial Cush
OElvir Property  &Sséts &t flew  Fonsign
Shara wquity  HAetsined  revmbustion FAGE! hedge sxchange Totnl
capital”  instruments  esmings rEserve ] TESErVE  reserve Otver” egquity
HKfm HKfm HH§m HEFm HEFm Hi$m HEFm HEgm HE$m
At 1 Jan 2021 172,335 44,815 221,300 35,188 5,364 E05 (12,87 (37601 463976
Prof for tha yiar - - 40,815 - - - - - 40,815
Othvar comprabsnana insomalaxpandss] [net
af tax = - ;|z 3,453 {4.834) (542}  (2,690) = {2701)
= dabt mEtrements at fer welua throegh
_othwrcomarehacave ncome______| = = = =| a9 = = =| (azes
= aquety instrurnants dassgnatad st fair valus
L T ] =] = A =| nss = = = 1.
= cash flow hadges - - - - - {543 = -
changas n Tar valus of fnanom| iabdthas
daggnated ot feir vals upon imlal
recagniion armng from changas n own
arade rak - - 524 - - - = - 5r4
= proparty raveimaban - - - 3,453 — — — — 3453
- rmandutemant of dalmsd bansls asaat)
lmtility - - Jaga - - - - - 388
- axzhang SHeranceE - = - = = —| .90y = G900
Tetal prefenaive i fTenpernze)
tor the year - - 4,727 3,453 (a.E04) {542) (2,690} = 7114
Dinndands pa e == = {52.105) = = o — = 105
Mowvarmiant r resoaat of shera-bedsd
RAadeNOSTN, Il SRR R R = = = 10 25
Tenmpfars mrd athad i ovena e = - 1,754 {1,749 {6} - - - [L)]
JAt 31 Dec 2021 172,335 A4.615 057 36,900 1.524 B3 (15.389) [3.900) 441953
ALY an 2020 17 ah il 615 #2055 40375 ] 18 13337 [ Eehd] 5 7.AE
Prof# fas tha yenr - = a0,474 = = = = - alAid
Orthar comprabansnme moomad]expones] [rat
of tax) - - F |4.255) 2.BE0 4 Gl — &
dabt instrumants at far walue throwgh |
Qi SOMpretanang Nsoma = = - = 2,145 _— - - 2745
= @quity nEtrumants dasgnated st fair vales
ihrough othar comprahsaane nooma = - = | e ba k| - = e "
= oosh flow hadges - - - | . - fri] = = 1dd
- changas in far vaks of fnancal hakekhas
damgnatsd ot fair vahs upon mital
rscagnaion armng from changas n own |
oradedt rak - - 08 | = - - - - 308
= propary ravahmtan - - -1 [42E6] - - - - |4 266)
= rimasduremant of dafined banslit ossats
Tty = = faoay = = - o - ana)
- weshangs ditfursnces = = = = - - g4 = £4
Tote! comprehensng noamaiispansa] for the
yanr - = 0418 |4.255] 250 rad Bd8 = G035
Devedardis pod® - - Fd.2650) - — — - — B4.LE8)
Megrmant @ Fasdedt of #nad-Daded
peyrmant arrangarmants - - =] - - - - 173 2
Tramefars snd other mowemants = = 1611 11.53%] = as = aa L]
Ak 51 Dac 200 172505 44,615 221000 36,196 ELof4 0] {12673 [, 7601 L5397
T Ordinary shave capiral includes prefarance shares wiveh have been rédeemed or bought back vwia payments out of distributalile profits in prévious

VOIS,

2 The other réserves mainly comprise purchise préfmiurm arsing from fransler of business frorm felfow subsdiarnies, propérty révaluation réséne
relgting ro transfer of proparias ro a faliow subsician, amd the share-based paymant resarve. The share-hased payment razerve is used fo racord
the amount relating to share awards and options granted [0 empioyess of the group directly by HSBC Holdings plc.

3 Incluching astrbubon: paw on parparual subarcinated loans elasafied as equoty undar HKFRS,

4 The movernents include transfers from the property revaluation reserve o retained sarning's in relation fo depreciation of revalued properbies.
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Notes on the Conzolidated Financial Statements

37 Legal proceedings and regulatory matters

The group is party 1o lagal proceadings and regulatory matters in a number of jurisdictions arizing out of its normal business oparations
Apart from the matters described balow, the group considers that none of thaze matters are material. The recognition of provisions is
datarmined in accordance with the accounting policias et out in Nata 1.2(n). Whila the outcemeas of lagal proceadings and regulatory
matiers are inherently uncerain, management believes that, based on the information available 1o it, appropriate provisions have been
made in respect of these matters as at 31 December 2021, Any provision recognised does ned constitute an admission of wrongdeing or
legal liability. It iz not practicable 1o provide an aggregate astimate of potential Eability for our legal preceadings and regulatory mattars
a5 a clasz of contingent labilities

Anti-money laundering and sanctions-related matters

In Dacamber 2012, HSBC Holdings ple ('HEEC Holdings') antared inte a number of agresmantz, including an undertaking with the UK
Financial Services Authority (replaced with a Direction issued by the UK Financial Conduct Authonty {'FCA’) in 2013 and again in 2020) as
wall az a ceasa-and-desizt ordar with tha US Fedaral Recarva Board ('FRE’), both of which containad certain forward-leoking anti-monay
laundering ("AML’") and sanctionc-related obligations. Over the past several years, HSBC hac retained a Skilled Person under section 166
of the Financial Services and Markets Act and an Independent Consultant, under the FRE cease-and-desist order to produce pariodic
assessmants of the Group’s AML and sanctionz compliance programme. Tha Skilled Parzon complated itz angagameant in the sacond
quarter of 2021, and tha FCA hat detarminad that no further Skilled Parson work iz required. Separataly, the Indepandant Consultant
continues to work pursuant to the FRE cesse-and-desist order,

Based on the facts currently knewn, it iz not practicable to pradict the resclution of thesa matters, including the timing ar any possible
impact en HEBC, which could be significant,

Singapore Interbank Offersd Rate ("Sibor’), Singaporea Swap Offer Rate ('SOR’) and Australia Bank Bill
Swap Rate ("BESW')

In July and August 2018, HSBC and other panal banks wera named az defandants in two putative class actions filed in the Mew York
Dietrict Court on bahalf of parcone who tranzacted in producte related to the Sibor, SOR and EESW benchmark ratez. The esmplaints
allege, among other things, misconduct ralated to these banchmark rates in violation of US antitrust, commedities and racketesning laws,
and state law,

In tha Sibor/S0OR litigation, in Octobar 2021, the Bank reachad a settlamant in principle with tha plaintiffs to resclve this action. The
cattlemant ramains subject 1o court approval.

In tha BBSW ktigation, in Novembar 2018, the coun dizmiszed all foraign defendaniz, including all HSEC entities, on parconal jurisdiction
greunds. In April 2019, the plaintiffs filed an amended complaint, which the defendants moved to dismiss. In Febryary 2020, the court
again dismizsed the plaintiffs’ amended complaint against all HSBC antities.

Thare ara many factors that may affact the range of outcomes, and the resulting financial impact of thesa matters, which could ba
significant.

Foreign exchange-relatad investigations

In Jenuary 2018, fellowing the conclusion of the US Dapartment of Justice's ('DeJ) investigation inte HSBC s histoncal foreign exchange
activlties, HSBC Holdings entered into a threa-year deferred prosecution agreement with the Crirminal Divizion of the DaJ (tha 'FX DPAY),
regarding fraudulent conduct in connection with two particular transactions in 2010 and 2011, In January 2021, the FX DPA expired and,
in August 2021, the charges dafarred by the FX DPA ware dismigsed.

Other regulatory investigations, reviews and litigation

Tha Bank and/cr certain of itz affiliates are subject to a number of ether investigations and reviews by vanous ragulators and compatition
and law enforcement authorties, as wall as litigation, in connection with varcus matters relating 1o the firm’s businesses and cpemations,
ingluding mvestigations by tax administration, ragulatory and faw enforcement authorties in India and slsewhers in connection with
allagations of tax evasion or tax fraud, money laundering and unlewful crozs-border banking solicitation.

Thare ara many factors that may affact the range of outcemes, and the resulting financial impact, of theza matters, which could ba
significant.

38 Ultimate holding company

Tha ultimate holding company of tha Bank iz HSBEC Heldingz ple, which iz incorporatad in England.

Tha largect group in which the aceounts of the Bank are conzolidated iz that headed by HSEC Heldingz ple. Tha conzolidated aseounis of
HSBC Heldings ple are available 1o the public on the HSBC Group’s wabsita at www. hzbe com or may ba obtainad from 8 Canada
Square, London E14 SHQ, United Kingdom.
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39 Ewvents after the balance sheet date

The following recently announced acquisitions form part of our strategy to grow our inzurance business, helping to deliver on our
sirategic priofity to bacome a market lsader in Asian wealth managamaent.

On 11 Fabruary 2022, follewing the complation of all regulatory approvals, HSBC Insurance (Asia-Pacific) Heldings Ltd, a whaolby-
ownad subsidiary of the group, acquired 100% of the izsued chare capital of AXA Insurance Pta Limited for HKE4. 1bn, subjact 1o
adjustment for clasing items. This will ba reflected in our 2022 reculte by which time detarmination of tha initial acquisition accounting
will have been completed,

On 20 December 2021, HSBC Insurance (Asial Limited, a wholky-owned subsidiary of the group, received approval from the China
Banking and Incurance Regulatory Commission 1o acquira the remaining 50% aquity interast in HSBC Life Incurance Company Limited
(HSEC Lifa China). Complation iz expactad 1o secur during the first half of 2022 Headquarterad in Shanghai, HSBC Life China offarz a
comprehansive range of insurance solutions covering annuity, wheles life, critical illness and uni-linked insurance products and in
2021 raported gross written pramiumes of approximataly HK32.0bn (2020: HK$2 2bn).

On ZB January 2022, HSEC Insurance {Asia=Pacific) Holdings Limited notified the shareholders of Canara HSBC Oriental Bank of
Commmarce Life Insurance Company Limited ('CHOICe"} of itz intention 1o increase iz shareholding in CHOICa up 1o 45%. The group
currently has a 26% shareholding which iz accounted for as an associate, Any increase in shareholding is subject to agresment with
other shareholders in CHOICe, as well az intermal and ragulatary approvals, Established in 2008, CHOICe = a life insurance company
based in India with raporiad gross written premiumns of approximately HK3S.dbn for the year to 31 March 2021 {31 March 2020;
HEKZ4.1bn}

40 Approval of financial statements

Tha Conzolidated Financial Statemants wara approved and authorized for izcua by the Bcard of Directersz on 22 Fabruary 2022,
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1 2021

2 2021 13
3 2021 14
4 2021 21
5 2021 22
6 2021 28
7 2021

8 2021

9 2021 12
10 2021 11
11 2021 24
12 2021 29
13 2021 30
14 2021

15 2021

16 2021 12
17 2021 16
18 2021 21
19 2021 26
20 2021 21
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21 2021

22 2021

23 2021 10
24 2021 14
25 2021 23
26 2021 25
27 2021 2021 28
28 2021 2021 28
29 2021 2021 28
30 2021

31 2021

32 2021

33 2021 12
34 2021 12
35 2021 12
36 2021 13
37 2021 14
38 2021 21
39 2021 2021 26
40 2021 26
41 2021 2021 26
42 2021 10
43 2021 10
44 2021 15
45 2021 28
46 2021 28
47 2021 2021 28
48 2021 2021 28
49 2021 10

50 2021 10

51 2021 10

52 2021 10 22
53 2021 10 22
54 2021 10 26
55 2021 10 27
56 2021 11 22
57 2021 12

58 2021 12

59 2021 12 22
60 2022 17
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61 2022 18
62 2022 24
63 2022 27
64 2022 28
65 2022

66 2022 23
67 2022 23
68 2022 21
69 2021 2022

70 2022 20
71 2022 23
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2022 10

2021 400,000,000
2022 19

2021 18 400,000,000
2022 10 13 2021 12 500,000,000
202210 17 201 15 500,000,000
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2022 10 28 2021 27 500,000,000
2022 11 1 2021 10 500,000,000
2022 28
2021 25 800,000,000
2022 30 2021 29 200,000,000
2022
2021 500,000,000
2022 21
2021 20 500,000,000
2023 27
2021 26 300,000,000
2023 27 2021 27 400,000,000
2022 29
2021 28 500,000,000
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2022 29 2021 29 200,000,000
INPEX
2022 30

2021 29 200,000,000
2022 30

2021 29 400,000,000
2022 10 13

2021 10 12 500,000,000
2022 10 21

2021 10 20 800,000,000

2022 10 28 2021 10 28 300,000,000
2022 11 10

2021 11 200,000,000
2022 11 15

2021 11 12 500,000,000

2023 16 2021 11 15 500,000,000
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2021 11 29 200,000,000
2022 12 21
2021 12 20 210,000,000
INPEX
2022 12 22
2021 12 21 400,000,000
2022 12 30
2021 12 29 500,000,000
2023 27
2022 27 400,000,000
2023 30 2022 28 300,000,000
2023 2022 400,000,000
2022 15 2022 14 500,000,000
2023 16 2022 15 400,000,000
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2023 17
2022 16 500,000,000
2023 30 2022 29 500,000,000
2023 28
2022 27 500,000,000
2023 26 2022 26 500,000,000
1
17
2022 14
1,695,960,030 100
() 2022 2022 14
2
2022 27
886,441,983 100
() 2022 2022 27
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2022 10
965,481,947 100
() 2022 2022 10
16 10
2022 10
388,575,592 100
)
2022
1,261,081,781 100
)
11
2022 10
129,869,000 100
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245,140,090 100
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8
13
2022 14
1,116,939,700 100
)
9
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170,055,098 100
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968,234,877 100
() 2022 2022 10
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2022 10

157,210,911
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12

2022 2022 10
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2022 28

505,706,400

100

13

14

2022 13

1,584,805,700

100

(

)

14

2022 2022 13

15

2022

378,336,521

100
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2022 12
1,386,667,167 100
)
2022 13
350,175,139 100
2022 10
259,020,914 100
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2022
1,299,294,333 100
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19
2022 27
270,892,976 ; 100
)
20
2022
167,921,800 100
)
21
11
2022 10
290,814,015 100
() 2022 2022 10
22
11
2022 10
57,310,077 100
() 13,461 40
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32

2500

2022 13
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2022 27
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11 50
50
2017 2018 2019 2020 2021
22,939.18 24,270.62 | 24,066.12 | 27,568.15 30,670.10
18,335.63 19,155.74 | 19,561.96 | 16,552.83 27,013.25
2021 2021 2021 2021 2021 2021
10 11 12
28,783.28 | 28,089.54 | 30,670.10 | 29,255.55 | 29,808.12 | 29,069.16
27,283.59 |27,013.25 | 28,451.02 | 27,528.87 | 27,821.76 | 27,753.37
S&P500
2017 2018 2019 2020 2021
2,690.16 2,930.75 3,240.02 | 3,756.07 4,793.06
2,257.83 2,351.10 2,447.89 | 2,237.40 3,700.65
2021 2021 2021 2021 2021 2021
10 11 12
4,422.30 | 4,528.79 | 4,536.95 | 4,605.38 | 4,704.54 | 4,793.06
4,258.49 | 4,387.16 | 4,307.54 | 4,300.46 | 4,567.00 | 4,513.04
50
2017 2018 2019 2020 2021
3,697.40 3,672.29 3,782.27 3,865.18 4,401.49
3,230.68 2,937.36 2,954.66 2,385.82 3,481.44
2021 2021 2021 2021 2021 2021
10 11 12
4,116.77 | 4,229.70 | 4,246.13 | 4,250.56 | 4,401.49 | 4,311.93
3,928.53 | 4,116.62 | 4,043.63 | 3,996.41 | 4,063.06 | 4,080.15
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BoCom
2021 12 31 BoCom VIU
118.2 cv
184.8
VIU
VIU CV 8.2
ViU BoCom
BoCom
VIU
Tier 2021 11
BoCom VIU
BoCom
VIU oV BoCom
1.2(a) 80-81
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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 73 to 131, comprise:

the consolidated balance sheet as at 31 December 2021;

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 significant accounting policies and other explanatory
information.

1 Certain requireddisclosures as described in Note 1.1(d)on the consolidated financial statements have been presentedelsewhere in the Annual
Report and Accounts 2021 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 2021, 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:

Allowances for 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
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Allowances for expected credit losses on loans and advances to customers

Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter

At 31 December 2021, the group recorded allowances for expected credit

losses (‘ECL’) on loans and advances to customers of HK$32.0bn.

The determination of the ECL on loans and advances to customers requires
the use of complex credit risk methodologies that are applied in models
using the group’s historic experience of the correlations between defaults
and losses, borrower creditworthiness, segmentation of customers or

portfolios and economic conditions.

It also requires the determination of assumptions which involve estimation
uncertainty. The assumptions that we focused our audit on include those
with greater levels of management judgement and for which variations have

the most significant impact on ECL on loans and advances to customers.

Specifically, these included economic scenarios and their likelihood, as well
as customer risk ratings. Likewise, there is inherent uncertainty with the
consensus economic forecast data from external economists as well as the

prospects of future recoverability of credit impaired wholesale exposures.

The progression of the Covid-19 pandemic and other current
macroeconomic conditions impact the inherent risk and estimation
uncertainty involved in determining the ECL on loans and advances to

customers.

Management judgemental adjustments to ECL on loans and advances to
customers therefore continue to be made. This includes judgemental
adjustments to the ECL for certain wholesale sectors, as well as adjustments

related to the retail portfolio.

Matters discussed with the Audit Committee

We discussed the appropriateness of the methodologies,
their application, significant assumptions and related
disclosures with the Audit Committee, giving consideration to
the current macroeconomic conditions. This included
management judgemental adjustments made to derive the
ECL on loans and advances to customers. We further
discussed the governance and controls over the process in
determining ECL on loans and advances to customers.

We tested controls in place over the methodologies, their
application, significant assumptions and data used to
determine the ECL on loans and advances to customers.
These included controls over:

Model development, validation and monitoring;

Approval of economic scenarios;

Approval of the probability weightings assigned to economic scenarios;
Assigning customer risk ratings;

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,
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.

We further performed the following to assess the
significant assumptions and data:

We challenged the appropriateness of the significant assumptions;

We involved our economic experts in assessing the
reasonableness of the severity and likelihood of certain

economic scenarios;

We tested a sample of customer risk ratings
assigned to wholesale exposures; and

We have independently assessed other significant
assumptions and obtained corroborating evidence.

For a sample of management judgemental adjustments, we
challenged the appropriateness of these and assessed the
ECL determined.

We further considered whether the judgements made in
selecting the significant assumptions and determining
the management judgemental adjustments would give
rise to indicators of possible management bias.

We assessed the adequacy of the disclosures in relation to ECL on
loans and advances to customers made in the consolidated
financial statements in the context of the applicable financial
reporting framework.

Relevant references in the consolidated financial statements

financial assets, page 83-86

Risk: Credit Risk, as cross-referenced from the consolidated financial statements (only information identified as audited), page 29-50

Note 1.2 (i) on the consolidated financial statements: Basis of preparation and significant accounting policies - Impairment of amortised cost and FVOCI

Note 2 (e) on the consolidated financial statements: Operating profit - Change in expected credit losses and other credit impairment charges, page 91

Note 10 on the consolidated financial statements: Loans and advances to customers, page 99
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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 2021, the fair value of the investment in BoCom, based on
the share price, was HK$118.2bn lower than the carrying value ('CV') of
HK$184.8bn. 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$8.2bn in excess of the CV. On this basis, no

impairment was recorded.

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, market data or other

relevant information.

The 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,
cost-income ratio, expected credit losses, effective tax rates, and capital
requirements (including Capital Adequacy Ratio, Tier 1 Capital Adequacy

ratio and risk-weighted assets as a percentage of total assets).

Matters discussed with the Audit Committee

We discussed the appropriateness of the methodology, its application and
significant assumptions with the Audit Committee. We also discussed the
disclosures made in relation to BoCom, including the use of sensitivity
analysis to explain estimation uncertainty and the changes in certain

assumptions that would result in the VIU being equal to the CV.

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 appropriateness of the 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
assumptions give rise to indicators of possible management bias.
We observed the meetings in Match, May, September and November 2021
between management and BoCom management, held specifically to identify
facts and circumstances impacting significant assumptions relevant to the

determination of the VIU.

Representations were obtained from the Bank that assumptions used were
consistent with information currently available to the Bank.
We assessed the adequacy of the disclosures in relation to BoCom made in

the consolidated financial statements in the context of the applicable

financial reporting framework.

Relevant references in the consolidated financial statements

Note 1.2 (a) on the consolidated financial statements: Basis of preparation and significant accounting policies - Consolidated and related policies, page 80-81

Note 14 on the consolidated financial statements: Interests in associates and joint ventures, page 102-105
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The present value of in-force long-term insurance business (‘PVIF’) and liabilities under non-linked life insurance contract

Nature of the Key Audit Matter How our audit addressed the Key Audit Matter

At 31 December 2021, the group has recorded an asset for PVIF of We tested controls in place over the methodologies, their application,
HK$63.8bn and liabilities under non-linked life insurance contracts of significant assumptions and data for PVIF asset and the liabilities under non-
HK$608.5bn. linked life insurance contracts. Specifically, these included controls over:
The determination of these balances requires the use of complex actuarial policy data reconciliations from the policyholder administration system to
methodologies that are applied in models and involves significant judgement the actuarial valuation system;

about future outcomes. Specifically, judgement is required in deriving the assumptions setting;

economic and non-economic assumptions. These assumptions are subject . L . . T
review and determination of methodologies used, and its application in

to estimation uncertainty, both for PVIF asset and the liabilities under non- models; and

linked life insurance contracts. . .
results aggregation and analysis processes.

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

application, significant assumptions, data and disclosures:

Matters discussed with the Audit Committee We assessed the appropriateness of the methodologies used, their
application and the mathematical accuracy of the calculations;

We challenged the appropriateness of the significant assumptions and,
where relevant, their interrelationships. We have independently

assessed these assumptions and obtained relevant corroborating

We discussed the appropriateness of the methodologies, their application, evidence. We further considered whether the judgements made in

significant assumptions and related disclosures with the Audit Committee. In selecting the significant assumptions would give rise to indicators of

relation to assumptions, we focused on those for which variations had the possible management bias;

most significant impact on the valuation of PVIF and liabilities under We performed substantive audit procedures over critical data used in

nonlinked life insurance contracts carrying value. 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

consolidated financial statements in the context of the applicable

financial reporting framework.

Relevant references in the consolidated financial statements

Risk: Insurance manufacturing operations risk, as cross-referenced from the consolidated financial statements (only information identified as audited), page
62-66

Note 1.2 (j) on the consolidated financial statements: Basis for preparation and significant accounting policies - Insurance contracts, page 87
Note 3 on the consolidated financial statements: Insurance business, page 92

Note 15 on the consolidated financial statements: Goodwill and intangible assets, page 105-106

Other Information

The directors of the Bank are responsible for the other information. The other information comprises all of the information included in the
Annual Report and Accounts 2021, Banking Disclosure Statement as at 31 December 2021 and List of the directors of the Bank's
subsidiary undertakings (during the period from 1 January 2021 to 22 February 2022) other than the consolidated financial statements
and our auditor's report thereon. We have obtained some of the other information including Certain defined terms, Cautionary statement
regarding forward-looking statements, Chinese translation, Financial Highlights, Report of the Directors, Financial Review, Risk and
Statement of Directors' Responsibilities sections of the Annual Report and Accounts 2021 prior to the date of this auditor's report. The
remaining other information, including Banking Disclosure Statement as at 31 December 2021 and List of the directors of the Bank's
subsidiary undertakings (during the period from 1 January 2021 to 22 February 2022), is 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.
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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 remaining other information, 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.

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, 22 February 2022

379/380



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

380/380



	表紙
	本文
	第一部企業情報
	第１本国における法制等の概要
	１会社制度等の概要
	（１）提出会社の属する国・州等における会社制度
	（２）提出会社の定款等に規定する制度

	２外国為替管理制度
	３課税上の取扱い
	４法律意見

	第２企業の概況
	１主要な経営指標等の推移
	２沿革
	３事業の内容
	４関係会社の状況
	５従業員の状況

	第３事業の状況
	１経営方針、経営環境及び対処すべき課題等
	２事業等のリスク
	３経営者による財政状態、経営成績及びキャッシュ・フローの状況の分析
	４経営上の重要な契約等
	５研究開発活動

	第４設備の状況
	１設備投資等の概要
	２主要な設備の状況
	３設備の新設、除却等の計画

	第５提出会社の状況
	１株式等の状況
	(１)株式の総数等
	①株式の総数
	②発行済株式

	(２)行使価額修正条項付新株予約権付社債券等の行使状況等
	(３)発行済株式総数及び資本金の推移
	(４)所有者別状況
	(５)大株主の状況

	２配当政策
	３コーポレート・ガバナンスの状況等
	(１)コーポレート・ガバナンスの概要
	(２)役員の状況
	(３)監査の状況
	(４)役員の報酬等
	(５)株式の保有状況


	第６経理の状況
	１財務書類
	２主な資産・負債及び収支の内容
	３その他
	４香港及び日本の会計原則及び会計慣行の主要な相違

	第７外国為替相場の推移
	第８本邦における提出会社の株式事務等の概要
	第９提出会社の参考情報
	１提出会社の親会社等の情報
	２その他の参考情報


	第二部提出会社の保証会社等の情報
	第１保証会社情報
	第２保証会社以外の会社の情報
	１当該会社の情報の開示を必要とする理由
	２継続開示会社たる当該会社に関する事項

	第３指数等の情報
	１当該指数等の情報の開示を必要とする理由
	２当該指数等の推移


	監査報告書

