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2022 2021 2020 2019 2018
205,692 178,658 189,338 219,381 210,469
97,611 86,563 90,196 136,433 134,583
78,245 67,348 69,447 105,722 103,013
875,320 856,809 845,353 814,678 752,758
941,263 923,511 911,531 879,281 812,920
3 607,312 590,478 614,545 598,934 557,180
6,113,709 6,177,182 5,911,396 5,432,424 5,207,666
10,324,152 9,903,393 9,416,403 8,661,714 8,263,454
9.3 8.0 8.6 13.9 14.8
0.8 0.7 0.8 1.3 1.4
53.7 58.7 50.6 42.6 41.5
1.67 1.37 1.62 2.02 2.06
60.6 62.2 62.1 68.5 67.8
Tier 15.3 15.4 17.2 17.2 16.5
Tier 16.9 16.8 18.8 18.8 17.8
18.8 18.7 20.8 21.0 19.8
1 2021 2022
2 HKFRS 17
HKFRS 17 2023
HKFRS 17 2022
2022 Annual Report and Accounts 2022 1.1(b)
1.1(b) HKFRS 17
3 97 C(1) HKMA
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2022 2021
Tier CET 15.3 15.4
Tier 16.9 16.8
18.8 18.7
12 31
2022 2021
2,589,633 2,497,803
133,290 148,188
160,533 172,831
337,004 337,731
1,708 -
3,222,168 3,156,553
12 31
2022 2021
640,626 621,757
1,209,888 1,157,241
562,404 566,587
410,401 410,599
338,254 334,450
GBM- 60,595 65,919
3,222,168 3,156,553
2022 12 31
12 31
2022 2021
Tier CET
727,880 714,139
875,320 856,809
(1.454) (1,454)
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Tier
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1 HKMA
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CET AT Tier
Banking Disclosure Statement 2022

goooood
(52,386) (44,615)
(93,600) (96,601)
30,106 28,730
65,943 66,702
(11,365) (11,800)
(24,472) (26,172)
(266,424) (258,215)
(2,376) (1,834)
(32,064) (28,883)
(3.688) (3,353)
233 (60)
(3,494) 1,322
@n (18)
LAC
(140,987) (139,239)
(67,608) (67,563)
(16,413) (18,587)
491,562 484,654
54,019 46,073
52,386 44,615
1,633 1,458
® (26)
©)] (26)
54,010 46,047
545,572 530,701
68,118 67,802
- 3,119
19,505 14,972
31,078 31,057
16,008 17,471
1,527 1,183
(6,378) (8,025)
(6,378) (8,025)
61,740 59,777
607,312 590,478
2021 12 31
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2 172,370 - 30,338 938 4,474
120,096 9,192 - - 264
8,506,925 - - - 435,263
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2 206,508 2,846 56,291 22,197 4,779
147,198 10,930 - - -
8,547,665 798,921 - 88,218 715,439
1 Libor Libor
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CRR
CRR 10 23 PD
10
23
CRR
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- B BB+ B CRR 0.741 - 4.914 1.501 - 20.000
CRR
B- c B- c CRR 4.915 - 99.999 20.001 - 99.999
CRR
CRR 100 100
CRR10
1 CRR
2 12 PIT PD
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150 210
180
60
HKFRS
ECL
HKFRS
2022 2021
1 1
/ ECL / ECL

12 31

3,745,113 (39,964) 3,872,956 (32,017)

519,068 445 432,286 (39)
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2,768,171 (681) 2,114,301 (639)
232,748 ®) 276,857 -
28,557 - 21,632 -
341,354 - 332,044 -
927,976 - 803,775 -
975,174 (465) 502,997 (433)
2 262,362 (208) 176,996 (206)
129,357 - 99,604 -
7,161,709 (40,689) 6,519,147 (32,695)
1,892,401 (864) 1,826,335 (580)
35,646 (63) 34,302 44)
3 1,928,047 ©27) 1,860,637 (624)
9,089,756 (41,616) 8,379,784 (33,319)
ECL ECL
12 31
FVOCI
4 1,239,527 (344) 1,541,909 @21)
1 ECL ECL ECL
ECL
2 HKFRS
3
4 Fvoct ECL ECL
ECL
12 ECL
ECL
ECL
POCI ECL
FVOCI ECL
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poCI
3,219,645 462,083 62,763 622 3,745,113
1,448,675 68,001 8,708 - 1,525,384
2
1,492,792 370,199 53,141 620 1,916,752
3 278,178 23,883 914 2 302,977
516,934 2,134 - - 519,068
2,739,060 28,646 464 1 2,768,171
1,821,355 65,288 5,758 - 1,892,401
1,321,908 22,721 4,940 - 1,349,569
2
383,717 39,191 818 - 423,726
s 115,730 3,376 - - 119,106
30,738 4,840 68 - 35,646
4,176 6 1 - 4,183
2
24,093 4,483 67 - 28,643
’ 2,469 351 - - 2,820
2022 12 31 8,327,732 562,991 69,053 623 8,960,399
ECL
POCI
(2,755) (11,200) (25,818) (191) (39,964)
(1,080) (2,830) (1,459) - (5,369)
2
@1,414) (8,045) (24,351) (189) (33,999)
3 (261) (325) ® () (596)
G9) ®) - - “4)
(391) (231) (59) - (681)
“2n 397) (40) - (864)
a8 ® - - 19
2
(394) (389) (40) - (823)
3
@15 ™ - - 22
18) an (28 - (63)
2
@8) an 28) - (63)
3 - - - - -
2022 12 31 (3.630) (11,850) (25,945) (191) (41,616)
ECL
pocl
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2
3
2
3
2
3
2022 12 31
1
2
3
DPD
2022 12 31
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0000000

0.1 2.4 41.1 30. 1.1

0.1 4.2 16.8 0.4

0.1 2.2 45.8 30. 1.8

0.1 1.4 0.9 100. 0.2

0.0 0.2 - 0.0

0.0 0.8 12.7 0.0

0.0 0.6 0.7 0.0

0.0 0.0 - 0.0

0.1 1.0 4.9 0.2

0.0 0.2 - 0.0

0.1 0.4 4.2 0.2

0.1 0.4 41.8 0.2

0.0 2.1 37.6 30. 0.5

30 DPD
30 30
30 DPD 30
ECL
29 30 29 30
oep ! 2 ol 2 ol 2 ol 2
462,083 450,189 8,816 3,078 (11,200) (10,645) (198) 357)
68,001 58,182 7,202 2,617 (2.830) (2,308) a7 (350)
370,199 368,249 1,491 459 (8,045) (8,012) 26) @
23,883 23,758 123 2 (325) (325) - -
ECL
29 30
DPD DPD
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2022 12 31
2.4 2.4 2.2 11.6
4.2 4.0 2.4 13.4
2.2 2.2 1.7 1.5
1.4 1.4 - -
DPD
DPD
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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
8 261,562 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
3
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)
8 (236) an (30) 0 (345)
(36) (©)] - - (€))
(482) (140) an - (639)
(260) (295) (25) - (580)
2
(247) (288) (25) - (560)
3
(13) ) - - (20)
4 4 (16) - (44)
@ - @ - @
2
@13) 14) (15) - (42)
3 - - - - -
2021 12 31 (3.395) (9,878) (19,712) (334) (33,319)
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OOoooo0
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
3
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
2
0.1 0.9 21.4 - 0.1
3 0.0 0.1 - - 0.0
0.0 0.3 40.0 - 0.1
0.0 - 100.0 - 0.0
2
0.1 0.3 38.5 - 0.2
3
2021 12 31 0.0 1.8 47.0 21.4 0.4
1
2
3
ECL
29 30 29 30
o0t 2 pppl? pep® 2 pep? 2
2021 12 31
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) (173) (332)
398,273 396,420 1,738 115 (6,384) (6,325) (53) 10)
21,564 21,562 2 - an a7 - -
ECL
29 30
DPD DPD
2021 12 31
2.0 1.9 3.3 13.3
4.9 46 3.4 13.7
1.6 1.6 3.0 5.2
0.4 0.4 i _
DPD
DPD
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ECL

2022 2021

232,739 276,857
28,557 21,632
341,354 332,044
435,358 478,030
502,771 365,167
39,495 33,274
927,976 803,775
519,024 432,247
3,705,149 3,840,939
2,214,236 2,044,473
140,546 112,719
267,972 180,757
9,355,177 8,921,914
3,587,491 3,506,253
396,491 377,487
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12 31

(i)

ECL

2022 12 31

ECL

ECL

ECL

2022

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooood
3,191,000 3,128,766
12,942,668 12,428,167
2022
pPoCI
1.2
HSBC
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ooOoooOoo
10
75 ECL
2022
ECL HSBC
GDP
12
ECL
HSBC
GDP
Covid-19
2023 GDP 2022
2022 2023
2023 2024

GDP 2023 1.6
GDP 2.5
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2023
Covid-19
2022
WTI 72
11 12
55 70
2023 2027

GDP
2023 2.7 4.6
2024 3.0 4.8
2025 2.7 4.7
2.7 4.6
2023 3.7 5.2
2024 3.5 5.1
2025 3.4 5.0
3.4 5.0
2023 (10.0) ©.1)
2024 (3.0) 2.9
2025 1.7 3.5
(1.0) 2.9
2023 2.1 2.4
2024 2.1 2.2
2025 2.0 2.2
2.1 2.2

55.0 55.0
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Covid-19

GDP 9.0 (3Q23) 10.3 (2023)
3.0 (4Q23) 4.7 (3024)
1.4 (4Q24) 6.9 (4Q24)
(0.1)(4023) 0.8 (4Q23)
20.0 20.0

GDP
Covid-19

Covid-19

12 Covid-19
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GDP

GDP
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(2.2)(4Q23)

(1.2)(4Q23)

5.2 (3024) 5.9 (4023)
(14.9)(2023) (1.9)(1023)
0.3 (4024) 0.7 (4024)
3.7 (4023) 4.0 (4Q23)
20.0 20.0

(9.2)(4Q23)

(6.9)(4Q23)

5.8 (1024) 6.8 (4Q24)
(18.2) (1Q24) (18.5)(4Q23)
0.6 (4024) 1.0 (4Q24)
4.3 (4Q23) 4.6 (4Q23)
5.0 5.0

GDP

Covid-19

GDP

oOoOooodn

GDP



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Covid-19 Covid-19

Covid-19
Covid-19
75
HKFRS ECL
2021 12 31
ECL
ECL
ECL 2022
ECL
PD
LGD PD
LGD
PD LGD

LGD
ECL
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PD
HKFRS ECL PD
LGD

LGD
LTV

HKFRS

ECL

ECL

ECL
HKFRS

2022 12 31 2021 12 31

2022 12 31

Covid-19
2022 12 31 ECL

2022 12 31 ECL

0-2) 0.2 -
3.1 3.1

0.1 0.1
0.4 0.4
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0.3 0.3
0.6 3.3 3.9
2021 12 31 ECL !
2 0.1 0.2) (0.1)
4.1 4.1
3
0.4 0.4)
0.6 0.6
3 0.7 0.7
1.0 3.9 4.9
1 ECL
2 WPB
3
2022 12 31 3.3
ECL 0.6 ECL
2022 12 31 3.3 ECL
2021 12 31 3.9
ECL 3.1 2021 12 31
4.1
ECL
2022 12 31 0.6 ECL
2021 12 31 1.0

ECL 0.1 2021 12 31 0.0
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ECL

100 ECL

100

ECL

ECL

ECL
ECL
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ECL 0.4
ECL 0.3
ECL
ECL
ECL
ECL
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ECL
ECL
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1
HKFRS ECL
2022 12 31
ECL
ECL 7,211 2,302
ECL
6,386 1,887
4,616 1,123
10,252 3,235
ECL 16,852 9,572
1
HKFRS ECL
2021 12 31
ECL
ECL 5,981 1,162
5,085 881
3,712 281
7,674 1,684
14,575 6,286
1 Ec
ECL
2
2022 12 31 ECL
1
HKFRS ECL
( )
ECL ECL
ECL
2022 12 31
2,702 2,406 1,985 4,037 6,014
1
HKFRS ECL
( )
ECL ECL
ECL
2021 12 31
2,554 2,395 1,884 2,802 4,198
1 ECL
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2 ECL HKFRS
2022 12 31 ECL
2022
ECL
ECL
ECL ECL 12
CRR PD
POCI
ECL ECL ECL ECL ECL
2022

5,589,480  (2,916) 529,597 9,737) 41,639 (19,693) 1,558 (334) 6,162,274  (32,680)

(246,807)  (1,899) 204,008 7,046 42,799 (5,147) - - - -

725,814) || 1,072 725,814 1,072) - - - - - -

483,955 || (2,759) || (483,955) 2,759 - - - - - -

(7,041) 10 (39,526) 5,591 46,567 (5,601) - - - -

2,093 222) 1,675 (232) (3,768) 454 - - - -

ECL

- 1,391 - (1,645) - (400) - - - (654)

1,854,004  (1,209) - - - - 200 @18) 1,854,204 @,227)
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ECL

2022 12 31

ECL

ECL

HKFRS

HKFRS

FVOCI
ECL

2021
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ooooooo

(1,180,100) 224 (186,273) 653 (6,023) 1,220 (764) - (1,373,160) 2,007
(303,451) 80 9,824 701 (1,357) 768 (294) 20 (295,278) 1,569
- 1,099 - (8,822) - (10,412) - 214 - 7,921
- 31) - 11 - 12) - - - (32)
- - - - (7,215) 7,215 78) 78 (7,293) 7,293
- - - - (241) 60 - - (241) 60
(126,786) 32 (22,811) 180 (1,024) 526 1 @ (150, 620) 737
4 13) - ) 3 ©) - (150) 7 Q@
5,586,344  (3,242) 534,345  (11,618) 68,581 (25,884) 623 (191) 6,189,893  (40,935)
(16,168)
880
(543)
(15,831)

2022 12 31

2022 12 31

ECL ECL

6,189,893 (40,935) (15,831)

2,768,171 (681) (110)

2,335 - -

N/A N/A 1)

129,357 - -

9,089,756 (41,616) (16,022)

1,239,527 (344) (343)

ECL N/A (41,960) (16,365)

POCI

ECL ECL ECL ECL ECL
5,254,007 (4,978) 567,753 (6,781) 35,984 (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 3,412) || (716,431) || 3,412 - - - - - -
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ECL

ECL

2021 12 31

ECL

ECL

HKFRS

HKFRS

FVOCI
ECL
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ooooooo

(9,067) 104 @4,911) || 2,238 23,978 (2,342) - - - -
1,393 (139) 2,874 (203) (4,267) 342 - - - -
- 1,686 - (2,347) - (107) - - - (768)
1,621,239 (1,183) - - - - 973 - 1,622,212 (1,183)
(1,086,986) 314 (120,885) 674 (5,745) 1,165 ©) - (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)
- (126) - @7) - 7 - - - (496)
- - - - (4,531) 4,531 - - (4,531) 4,531
- - - - 973) - - - (973) -
(23,231) (28) 684 18 (478) 65 2 @ (23,023) 54
43 1 - o) 3 @ - 45) 46 46)
5,589,480 (2,916) 529,507  (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)
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2022 12 31
ECL
HKFRS
2,003,077 773,808 737,137 77,706 63,385 3,745,113 (39,964) 3,705,149
1,290,517 144,757 76,102 5,300 8,708 1,525,384 (5.369) 1,520,015
641,317 545,533 604,724 71,417 53,761 1,916,752 (33,999) 1,882,753
161,243 83,518 56,311 989 916 302,977 (59) 302,381
504,751 9,461 1,368 3,488 - 519,068 ) 519,024
226,479 6,047 222 - - 232,748 ® 232,740
28,557 - - - - 28,557 - 28,557
341,354 - - - - 341,354 - 341,354
503,956 132,390 291,608 - 22 927,976 - 927,976
856,621 109,105 9,446 2 - 975,174 (465) 974,709
169,517 57,958 33,648 796 43 262,362 (208) 262,154
1
1,192,017 52,361 17,234 1,030 39 1,262,681 (€20 1,262,337
HKFRS - -
335,477 65,188 32,910 788 999 435,362 - 435,362
30,724 3,166 1,050 - - 34,940 - 34,940
269,923 52,467 11,351 823 5 334,569 - 334,569
6,552,453 1,261,951 1,135,974 84,633 64,893 9,099,904 (41,033) 9,058,871
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72 14 12 1 1 100
1,924,469 744,111 484,054 29,892 7,934 3,190,460 (864) 3,189,596
171,761 133,701 62,022 5,459 553 373,496 (293) 373,203
2,096,230 877,812 546,076 35,351 8,487 3,563,956 (1.157) 3,562,799
1
Fvoct
2021 12 31
ECL

HKFRS
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 (5,966) ||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
95,520 45,945 34,642 599 290 176,996 (206) 176,790

1

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
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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
Fvoci
HKFRS
ECL
504,751 9,461 1,368 3,488 - 519,068 @ 519,024
503,622 8,731 1,338 3,243 - 516,934 (39) 516,895
1,129 730 30 245 - 2,134 ®) 2,129
PoCI - - - - - - - _
2,093,077 773,808 737,137 77,706 63,385 3,745,113 (39,964) 3,705,149
2,062,100 656,962 489,798 10,785 - 3,219,645 (2,755) 3,216,890
30,977 116,846 247,339 66,921 - 462,083 (11,200) 450,883
- - - - 62,763 62,763 (25,818) 36,945
PoCI - - - - 622 622 9 431
2,126,484 305,500 334,924 798 465 2,768,171 (681) 2,767,490
2,120,755 289,904 328,161 240 - 2,739,060 (391) 2,738,669
5,729 15,596 6,763 558 - 28,646 (231) 28,415
- - - - 464 464 (59 405
POCI - - - - 1 1 - 1
1,421,125 312,185 142,824 10,509 5,758 1,892,401 864 1,891,537
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1,414,708 284,689 116,144 5,814 - 1,821,355 @2n 1,820,928
6,417 27,49 26,680 4,695 - 65,288 @9 64,891
- - - - 5,758 5,758 “0) 5,718
POCI - - - - - - - -
14,274 11,643 8,649 1,012 68 35,646 ©3) 35,583
13,938 9,994 6,627 179 - 30,738 @8) 30,720
336 1,649 2,022 833 - 4,840 an 4,823
- - - - 68 68 @8) 40
POCI - - - - - - - -
2022 12 31 6,159,711 1,412,507 1,224,902 93,513 69,676 8,960,399 (41,616) 8,918,783
FVOCI
1
1,191,560 52,146 17,178 - - 1,260,884 (CD)] 1,260,817
457 215 56 1,030 - 1,758 @ 1,481
- - - - 39 39 - 39
POCI - - - - - - - -
2022 12 31 1,192,017 52,361 17,234 1,030 39 1,262,681 (€D 1,262,337
1
Fvoci
ECL
423,839 5,750 2,611 86 - 432,286 (39) 432,247
423,561 5,241 2,244 33 - 431,079 (36) 431,043
278 509 367 53 - 1,207 (©) 1,204
POCI - - - - - - - -
2,076,114 876,388 838,222 39,342 42,890 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
POCI - - - - 1,558 1,558 (334) 1,224
1,655,792 286,746 170,874 599 290 2,114,301 (639) 2,113,662
1,651,199 278,343 163,190 115 - 2,092,847 (482) ||2,092,365
4,593 8,403 7,684 484 - 21,164 (140) 21,024
- - - - 289 289 @an 272
POCI - - - - 1 1 - 1
1,347,783 311,803 162,448 4,030 271 1,826,335 (580) 1,825,755
|1,344,540 | | 297,202 | | 138,722 | | 1,889 | | - | |1,782,353 | | (260) | |1,782,093 |
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0000000
3,243 14,601 23,726 2,141 - 43,711 (295) 43,416
- - - - 271 271 (25) 246
POCI _ - _ B} B} a _ i}
11,350 12,188 9,883 841 40 34,302 (44) 34,258
11,127 10,890 8,038 159 - 30,214 (14) 30,200
223 1,298 1,845 682 - 4,048 (14) 4,034
- - - - 40 40 (16) 24
POCI - - _ N N B} i )
2021 12 31 5,514,878 1,492,875 1,184,038 44,898 43,401 8,280,180  (33,319) 8,246,861
FVoCI
1
1,438,161 72,607 30,085 . - |]1,540,943 21) ||1,540,822
139 - - - . 139 - 139
POCI - - _ B} B} B} _ i}
2021 12 31 1,438,300 72,697 30,085 - - 1,541,082 (121) 1,540,961
1
Fvoct
CRE
CRE 2022
12 31 ECL
CRE
2022 12 31
1 1 1 1
( ) ¢ ) ( ) ( )
2 71,148 44,843 3,570 119,561
3 1,957 5,884 268 8,109
CRE 73,105 50,727 3,838 127,670
CRE
11,105 16,510 638 28,253
5,431 8,475 2,543 16,449
9,896 17,521 168 27,585
22,500 6,072 349 28,930
24,164 2,149 140 26,453
73,105 50,727 3,838 127,670
ECL
- (39) - 39)
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@ (60) ® ()
(153) (637) ® (793)
(3.570) (326) 14) (3,910)
(9.884) (816) - (10,700)
(13,609) (1,878) 2 (15,509)
ECL
® (69) (©) @9
(3.719) (993) @8) (4,730)
(9.884) (816) - (10,700)
(13,609) (1,878) @) (15,509)
- 18.6 3.7 0.6 12.1
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2021 12 31
4
( )
1 1 1 1
( ) ( ) ( ) ( )
2 89,646 53,116 658 143,420
8 1,207 18,533 127 19,867
CRE 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
90,853 71,649 785 163,287
ECL
(116) (53) - (169)
(292) 78) - (370)
(849) (154) (15) (1,018)
(2,320) ®) - (2,328)
(794) (86) - (880)
(4,371) (379) (15) (4,765)
ECL
an (84) 10 (105)
(3,560) (209) e (3,780)
(794) (86) - (880)
(4,371) (379) (15) (4,765)
- 4.8 0.5 1.9 2.9
1 CRE

(Annual Report and Accounts 2022)

CRE
CRE

Tier
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57 2021 12 31 89
CRE
36 2021 12 31 82
2022 12 31 CRE
13,609 2021 12 31 4,371 ECL
ECL
2022
CRE
90
180

90

LTV
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CDS

CDS
CDS

CDS

LTV

LTV
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Ooooood
2022 2021
ECL ECL
1,147,024 0.0 1,201,044 0.0
LTV
70 918,527 0.0 1,004,531 0.0
71 90 147,785 0.0 169,824 0.0
91 100 80,712 0.0 26,689 0.0
®) 50,317 0.0 256 0.0
A 48,009 242
1,197,341 0.0 1,201,300 0.0
33,972 0.2 23,758 0.4
LTV
70 24,401 0.1 20,691 0.3
71 90 8,730 0.4 2,860 1.0
91 100 841 0.5 207 2.4
®) 425 0.7 28 3.6
B 401 23
34,397 0.2 23,786 0.4
5,696 4.3 5,113 5.2
LTV
70 3,935 3.6 4,153 4.5
71 90 1,270 5.6 827 7.7
91 100 491 6.3 133 14.3
© 113 40.7 104 29.8
c 95 91
5,809 5.0 5,217 5.7
12 31 1,237,547 0.0 1,230,303 0.0
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2022 2021
ECL ECL

240,133 0.0 268,397 0.0
263,119 0.1 315,939 0.1
®) 13,898 0.1 14,260 0.1

A 7,292 7,790
517,150 0.1 598,596 0.0
51,128 7.7 68,871 5.8
85,421 1.9 69,438 0.7
®) 7,941 2.0 7,626 2.2

B 4,692 3,159
144,490 4.0 145,935 3.2
16,725 57.2 1,541 35.8
8,724 11.1 3,085 11.3
© 982 36.2 21 33.3

c 697 14
26,431 41.2 4,647 19.5

POCI

- - 764 -
0} 145 - - -

D 65 -
145 - 764 -
12 31 688,216 2.5 749,942 0.8

104/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

CRR 10
2022 2021
ECL ECL

2,155,095 0.1 2,044,385 0.0
379,471 0.1 431,547 0.1
®) 246,654 0.1 262,118 0.0

A 97,058 108,645
2,781,220 0.1 2,738,050 0.0
314,140 0.5 314,470 0.4
128,648 1.0 113,991 0.7
®) 55,804 0.6 37,862 0.4

B 22,737 15,205
498,592 0.6 466,323 0.4
14,373 68.2 17,171 80.2
5,689 7.2 2,551 17.3
© 8,956 37.0 7,621 36.8

c 4,480 4,102
29,018 46.6 27,343 62.2

POCI

138 1.4 351 47.6
183 92.9 442 37.8
0} 156 12.2 - -

D 125 -
477 40.0 793 42.1
12 31 3,309,307 0.6 3,232,509 0.6
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ABS ABS
CDS

oTC

CVA

1CAAP
ILAAP
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(@)
2022
2022
IRRBB
IRRBB 2022
100bps
NI
2022
HQLA
FVOCI
VaR
2021 -10 2022 -3.7
IRRBB
RC
ALCO
TRM RMM
ALCO
RMM

HSBC
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0Cl
RWA
10

2022 12 31

241,134 272,709

10,891 84,902
2021 12 31

221,207 271,421

10,224 79,731

0Cl

oClI
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ILAAP 1LAAP

ILAAP
ILAAP
ALCO
ILAAP
1LAAP
ALCO RMM
LCR

NSFR
LM
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LCR
NSFR
ILM
ILM LCR
ISDA
CSA
2022
BLR 11( ) LCR NSFR
LCR NSFR 100
LCR
2022 2021
12 31 12 31
LCR 157.8 154.3
LCR 2021 12 31 154.3 3.5
2022 12 31 157.8
LCR HQLA BLR
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2022
12 31

2021
12 31

1,744,471
2A 80,348
2B 61,184

1,767,933
79,368
64,106

1,886,003

1,911,407

2022
12 31

2021
12 31

152.3

NSFR 2021 12 31
12 31
NSFR

151.9

151.9 0.4

NI
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NI
NI
EVE
NI EVE
EVE
EVE EVE
HSBC 2022 12 31
Pillar 3 Disclosures
HSBC
HSBC
HSBC

200
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2022

2022

GBM

ALCO
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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

2022

2022

2022

2022 12 31

2022 12 31

2021 12 31

VaR
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VaR

VaR

Covid-19
Covid-19
2021 2022
VaR
VaR 2021 12 31
VaR
VaR
VaR
99 !
2 3
95 195 48 18 (154) 202
55 172 55 24 208
99 272 98 42 357
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36
49
78

TCFD
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135 60 31 74 188
158 77 34 177
218 108 62 241
VaR VaR
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12

TCFD

2022
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2022

)
TCFD

CROF

119/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2022

2021

2023

2022

2023

RWA

CROF
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2022

CROF

2022
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CROF

2022 ESG

ESG

ESG ESG

ESG
ESG

2022
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CROF

2022

2021

20

www . hsbc . com/who-we-are/our-climate-strategy/sustainability-

risk/equator-principles

2023
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2022

NFRMB
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2022

2023

RMM
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RMM

HSBC

2022

2022

WPB
CMB

15020022

2022

HSBC
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2022
2022 2012 HSBC
2012 2021 FCA
166
2022

2022
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IBOR

Covid-19

IMA

HKFRS 17
2023

MRC

MRC
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IRB
IMM
PRA HKMA

ECL
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HSBC

HSBC

WPB CMB

2022

2022
2022
2022
HKFRS 17

2022
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ICAAP
ORSA

DPF

ALCO
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91

2022

ICAAP
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89 2021
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2022 12 31
702,897 34,632 43,822 781,351
183,423 33,533 1,569 218,525
1,322 - 12 1,334
482,271 328 37,177 519,776
5,977 - 734 6,711
1
29,904 771 4,330 35,005
35,320 17 - 35,337
2
PVIF - - 65,537 65,537
14,564 9 6,370 20,943
752,781 34,658 115,729 903,168
25,693 7,338 - 33,031
679,567 21,299 700,866
3
559 - 10,665 11,224
- - 38,942 38,942
705,819 28,637 49,607 784,063
- - 119,105 119,105
705,819 28,637 168,712 903,168
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 - 592 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
28,397 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
1
2 PVIF
3 PVIF
4 HSBC
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DPF

DPF

PVIF
PVIF

2022 12 31 2021 12 31
+100 (1,079) (1,872) 1,257) (2,036)
-100 698 1,490 1,201 1,980
10 2,438 2,438 2,388 2,388
10 (2,647) (2,647) (2,426) (2,426)
10 767 767 635 635
10 @67) @67) (635) (635)
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100 2021 100

2022 12 31

DPF
2022 12 31
2022 12 31 2021
26
15 15
2022 12 31
55,359 198,209 348,404 940,565 1,542,537
4,865 10,047 11,978 4,898 31,788
60,224 208,256 360,382 945,463 1,574,325
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2021 12 31
53,098 187,589 324,654 662,058 1,227,399
8,073 14,353 14,852 8,115 45,393
61,171 201,942 339,506 670,173 1,272,792
2021 12 31
2022 2021
12 31
10 (561) (637)
10 569 650
10 (549) (606)
10 535 680
10 G72) (368)
10 372 359
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2022

97,611

2022 12 31

/
/
/
/
/
/
/
/
/
/
2022 12 31
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2022 11,048 13
GBM-
1
71,397 43,087 18,703 4,370 (12,718) 2,013 126,852
17,895 9,727 5,086 3,701 247 (56) 36,600
(9.603) 3,728 (110) 22,372 11,079 345 27,811
D) 64 - - - 17 47
76,848 3,997 - - (430) - 80,415
2,329 (189) 369 1,208 315 (251) 3,781
158,832 60,414 24,048 31,651 (,507) 2,068 275,506
(66,206) (3,968) - - 360 - (69,814)
92,626 56,446 24,048 31,651 (1,147) 2,068 205,692
76,344 58,916 26,413 40,870 (8,191) 11,340 205,692
16,282 @2.470) (2,365) 9.219) 7,044 09,272) -
(1,326) (11,953) (3,070) 2 1 @9 (16,365)
91,300 44,493 20,978 31,673 (1,146) 2,029 189,327
(52,773) (20,972) (10,513) (13,897) (9,521) 2,832) (110,508)
38,527 23,521 10,465 17,776 (10,667) (803) 78,819
140 - - - 18,652 - 18,792
38,667 23,521 10,465 17,776 7,985 (803) 97,611
1,536,664 1,231,972 880,581 40,563 1,403 13,966 3,705,149
3,443,694 1,665,463 805,600 195,775 11 3,166 6,113,709
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GBM-
1
2021 12 31

/ 50,632 29,106 15,070 3,497 (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 - - 422) - 61,722

/ 202 39 237 1,113 599 @157) 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 (2,284) 6,791 178,658

3,229 (750) 553 59 631 (3,722) -
(1,224) (3,295) (2,013) (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)

/ 33,146 18,514 8,927 15,064 (8,991) 583 67,243

137 - - - 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
3,407,789 1,659,464 891,994 211,621 28 6,286 6,177,182
1
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27,034

30,715

7,928
WPB

31,374

47

PVIF 1,038
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2022 12 31
97,611 11,048
15
28,739 29
32
8,696 19
18
18,064
18,693 30
2022
1,748 86
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2021 12 31
13
5,632
MSS
39
13,315



(

PVIF

)

5,632
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665

6,234

9,826 150
CMB GB
CRE

7,459

528
32
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NI

30,715

NIM  30bps

416

28,739

NIM

1.89
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2022 2021
126,852 98,113
7,589,538 7,173,973
1.55 1.32
0.12 0.05
1.67 1.37
29
32
30
NIM 34bps 1.09
2022 2021
17,701 16,527
(4,272) (3,617)
/ (14,599) 18,036
80,839 62,135
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NI

2021

ANP

PVIF 1,038

ANP

2021
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(256) (1,294)
887 719
80,300 92,506
(70,170) (76,361)
10,130 16,145
(36) (216)
10,094 15,929
(5,798) (3,464)
4,296 12,465
139 137
4,435 12,602
15,420 19,136
4,437 4,135
8,167 65
2022
6,191
3,716 19
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2021 12 31

2022 12 31

128 90
38 88
35
29
2022 1.69 2021
1.11 CRE
2022 0.40 2021 0.18
2022 12 31 BoCom
14
BoCom
Tier Tier
BoCom
63 6,114 110
47
60.6 2021 62.2
19 2022 12 31 875
Tier
27

)

142/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

143/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2022 12 31 102,419
2021 12 31 95,181
15
2022 12 31 130,926
2021 12 31 129,827
16
2022 12 31 355,319
2021 12 31 269,743

17
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2023 31
) ) )
49,579,391,798
0
0
2023 31
)
49,579,391,798
0
0
49,579,391,798
2022 12 31
2018 11 20 46,440,991,798
172,335 116,103 7,198
2022 30
7,846,000,000 3,138,400,000

49,579,391,798
123,948,479,495 7,198,000,000
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2022 12 31
)
)
(
Q) ) )
2018 11 20
46,440,991,798 116,102,479,495.00 2,678,000,000.001 7,198,000,000.00
2022 30
) 3,138,400,000( 49,579,391,798 7,846,000,000.00f 123,948,479,495.00 7,198,000,000.00
) Q)
2018 11 20 (2,478,000,000) 0 (2,478,000,000.00)1 0
a) )
2018 11 20 (200,000,000) 0 (200,000,000_00)1 0
2,478 2018 12 31
200 2018 12 31
2022 30
7,846,000,000 3,138,400,000
49,579,391,798
123,948,479,495 7,198,000,000
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)
)
2023 31
(@)
49,579,391,798 100
()
2022
HSBC
)
HKMA
CG-1
SPM CG-1
HSBC

2022
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2022 10

ALCO

149/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2022 10

2022
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2022

HKMA

2022
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2021
2022 12 31
PwC 2023
PwC

31

CG-5

2022
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2016 12
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2010

2021

26

2020 10
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10
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2015 2022 PwC 2022
PwC
)
)
a
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2022 12 31
38
59 131
2023 21

193

b.
2023 12 UFJ
17.17
2022 Annual
Report and Accounts 2022
2022 2022
1.1(d)

Annual Report and

Accounts 2022
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12 31
2022 2021
2a 126,852 2,178,049 98,113 1,684,600
180,007 3,092,265 121,382 2,084,129
(53,245) (914,217) (23,269) (399,529)
2b 36,600 628,422 45,296 777,732
50,622 869,180 57,819 992,752
(14,022) (240,758) (12,523) (215,020)
2c 41,674 715,543 28,359 486,924
2c (13,194) (226,541) 18,180 312,151
2c (703) (12,071) (639) (10,972)
2c 34 584 (25) (429)
47 807 1,667 28,622
3 80,415 1,380,726 61,722 1,059,767
2d 3,781 64,920 2,033 34,907
275,506 4,730,438 254,706 4,373,302
3 (69,814) (76,048)
(1,198,706) (1,305,744)
205,692 3,531,732 178,658 3,067,558
2e (16,365) (280,987) (6,539) (112,275)
189,327 3,250,745 172,119 2,955,283
4 (40,662) (698,167) (39,261) (674,111)
of (54,549) (936,606) (52,327) (898,455)
29 9,157) (157,226) (8,891) (152,658)
(6,140) (105,424) (4,397) (75,496)
(110,508) (1,897,422) (104,876) (1,800,721)
78,819 1,353,322 67,243 1,154,562
18,792 19,320
322,659 331,724
97,611 1,675,981 86,563 1,486,287
5 (15,507) (266,255) (14,015) (240,638)
82,104 1,409,726 72,548 1,245,649
75,506 1,296,438 64,633 1,109,749
2,739 47,029 2,715 46,617
3,859 66,259 5,200 89,284
82,104 1,409,726 72,548 1,245,649
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12 31
2022 2021
82,104 1,409,726 72,548 1,245,649
(13,675) (234,800) (4,009) (68,835)
(17,077) (293,212) (3,907) (67,083)
(139) (2,387) (1,276) (21,909)
342 5,872 an (292)
3,199 54,927 1,101 20,449
(1,965) (33,739) (700) (12,019)
5,851 100, 462 7,038 120,842
(8,228) (141,275) (7,850) (134,785)
412 7,074 112 1,923
(1,964) (33,722) 596 10,233
(32,051) (550,316) 3,973 68,216
3,863 66,328 4,711 81,918
4,683 80,407 5,643 96,890
(820) (14,079) (872) (14,972)
865 14,852 (3,480) (59,752)
868 14,904 (3,478) (59,717)
(©)] 52) @ G4
4,588 78,776 522 8,963
5,461 93,765 631 10,834
(873) (14,989) (109) @1,872)
185 3,176 724 12,431
232 3,983 885 15,195
“n (807) (161) (2,764)
(40,154) (689,444) 2,397 41,156
41,950 720,282 74,945 1,286,806
36,360 624,301 67,148 1,152,931
2,739 47,029 2,715 46,617
2,851 48,952 5,082 87,258

163/394




EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

41,950 720,282 74,945 1,286,806

164/394



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

oOoOooodn

12 31

2022 2021
232,740 3,996,146 276,857 4,753,635
28,557 490,324 21,632 371,421
341,354 5,861,048 332,044 5,701,195
7 699,805 12,015,652 777,450 13,348,817
8 502,771 8,632,578 365,167 6,269,917
9 226,451 3,888,164 202,399 3,475,191
927,976 15,933,348 803,775 13,800,817
519,024 8,911,642 432,247 7,421,681
10 3,705,149 63,617,408 3,840,939 65,948,923
11 2,221,361 38,140,768 2,051,575 35,225,543
32 140,546 2,413,175 112,719 1,935,385
14 185,898 3,191,869 188,485 3,236,287
15 102,419 1,758,534 95,181 1,634,258
16 130,926 2,247,999 129,827 2,229,130
5 3,856 66,208 3,353 57,571
17 355,319 6,100,827 269,743 4,631,487
10,324,152 177,265,690 9,903,393 170,041,258
341,354 5,861,048 332,044 5,701,195
33,073 567,863 25,701 441,286
351,093 6,028,267 255,374 4,384,772
198,908 3,415,250 280,310 4,812,923
18 6,113,709 104,972,384 6,177,182 106,062,215
19 142,453 2,445,918 92,723 1,592,054
8 551,745 9,473,462 355,791 6,108,931
20 167,743 2,880,147 138,965 2,386,029
21 100,909 1,732,608 67,364 1,156,640
4 1,655 28,416 1,890 32,451
32 398,705 6,845,765 356,233 6,116,521
22 238,726 4,098,925 219,206 3,763,767
3 700,758 12,032,015 638,145 10,956,950
6,002 103,054 2,378 40,830
5 32,937 565,528 32,522 558,403
23 3,119 53,553 4,054 69,607
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9,382,889 161,104,204 8,979,882 154,184,574

24 180,181 3,093,708 172,335 2,958,992
25 52,386 899,468 44,615 766,040
109,235 1,875,565 151,804 2,606,475

533,518 9,160,504 488,055 8,379,904

875,320 15,029,244 856,809 14,711,411

65,943 1,132,241 66,702 1,145,273

941,263 16,161,486 923,511 15,856,684

10,324,152 177,265,690 9,903,393 170,041,258
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12 31
2022 2021
97,611 1,675,981 86,563 1,486,287
15,297 262,649 13,288 228,155
128 2,198 (1,890) (32,451)
(18,792) (322,659) (19,320) (331,724)
O) (69) (O] (69)
(665) (11,418) - -
17,245 296,097 7,549 129,616
592 10,165 607 10,422
843 14,474 913 15,676
(1,507) (25,875) 5,416 92,993
36,982 634,981 8,024 137,772
185,431 3,183,850 (159,767) (2,743,199)
77,973 1,338,796 (172,484) (2,961,550)
(166,542) (2,859,526) (174,643) (2,998,620)
4,728 81,180 (23,439) (402,448)
(91,989) (1,579,451) 43,706 750,432
(144,875) (2.487,504) 297,468 5,107,526
95,719 1,643,495 119,217 2,046,956
33,545 575,968 (12,055) (206,984)
26,028 446,901 (28,048) (481,584)
101,882 1,749,314 129,710 2,227,121
6,003 103,072 5,525 94,864
(345) (5.924) (356) (6,113)
(11,463) (196,820) (12,648) (217,166)
263,825 4,529,875 113,332 1,945,910
(1,256,919) (21,581,299) (1,233,472) (21,178,714)
1,003,359 18,772,974 1,193,780 20,497,203
(2,802) (48,110) (2,718) (46,668)
73 1,253 96 1,648
1,449 24,879 2,267 38,924
(11,771) (202,108) (10,835) (186,037)
(4,166) (71,530) @13) (223)
(180,777) (3,103,941) (50,895) (873,867)

167/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OoooooO
15,617 268,144 - -
(1,548) (26,579) - -
1 81,014 1,391,010 57,764 991,808
1 (22,367) (384,041) (24,102) (413,831)
(37,666) (646,725) (63,523) (1,090,690)
35,050 601,809 (29,861) (512,713)
118,098 2,027,743 32,576 559,330
1,055,084 18,115,792 1,047,807 17,990,846
(51,487) (884,032) (25,299) (434,384)
12 31 2 1,121,695 19,259,503 1,055,084 18,115,792
232,740 3,996,146 276,857 4,753,635
28,557 490,324 21,632 371,421
368,946 6,334,803 326,691 5,609,284
58,473 1,003,981 34,580 593,739
286,100 4,912,337 306,241 5,258,158
179,952 3,089,776 114,784 1,970,841
(33,073) (567,863) (25,701) (441,286)
12 31 2 1,121,695 19,259,503 1,055,084 18,115,792
181,301 3,112,938 2021 133,964 2,300,162
50,873 873,489 2021 26,553 455,915 6,971
119,692 2021 5,592 96,015
1
2022 1,991 34,185 2021 494 8,482
25,579 439,191 2021 7,768 133,377
22022 12 31 161,252 2,768,697 2021 128,756
2,210,741 65,026 1,116,496 2021 67,340 1,156,228
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2022 12 31
FVOCI
1 3
172,335 44,615 488,055 64,990 3,869 153 (7,130) 89,922 856,809 66,702 923,511
78,245 78,245 3,859 82,104
4,172 3,646 (14,774) (1,639) (31,351) 200 (39,146) (1,008) (40,154)
(13,364)| (13,364)| (311) (13,675)|
745 745 120 865
(1,639) (1,639) (326) (1,965)
4,590 4,590 (0 4,588
3,646 3,646 217 3,863
191 101 ), 185
© (2,155)| 200 (1,964)| (1,964)|
(31,35) (31,351)| (700) (32,051)|
83,017 3,646 (14,774) (1,639) (31,351) 200 39,009 2,851 41,950
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1 7,846 7,846 7,846
7,771 7,771 7,771
2
(34,821) (34,821) (2,845) (37,666)
4

135 37 @ 13 1

(2,868) (3,488) 43 @ 4,932 (,382) @8) (2,160)

5
2022 12 31

180,181 52,386 533,518 65,148 (10,862) (1,487) (38,481) 94,917 875,320 65,943 941,263
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2022 12 31
Fvocl
1 3
2,958,992 766,040 8,379,904 1,115,878 66,431 2,627  (122,422) 1,543,961 14,711,411 1,145,273 15,856,684
1,343,467 1,343,467 66,259 1,409,726
81,935 62,602  (253,670)  (28,142)  (538,297) 3.434 (672,137) (17.307)  (689,444)
(229,460) (229,460) G.340)| | (234.800)
12,792 12,792 2,060 14,852
(28.142)| (28,142) (5,597) (33.739)
78,810 78,810 34) 78,776
62,602 62,602 3,726 66,328
3,279 3,279 (103) 3,176
(155), (37,001)| 3,434 (33,722) (33.722)
(538,297) (538,297) @2,019)| | (550,316)
1,425,402 62,602  (253,670)  (28,142)  (538,297) 3,434 671,330 48,952 720,282
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1 134,716 134,716 134,716
133,428 133,428 133,428
2
(597,877) (597,877) (48,849) (646,725)
4
2,318 (2,352) (34) 223 189
(49,244) (59,889) 738 Qan 84,682 (23,729) (13,358) (37.087)
5
2022 12 31
3,003,708 899,468 9,160,504 1,118,501 (186,501)  (25,582)  (660,719) 1,629,725 15,029,244 1,132,241 16,161,486
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2021 12 31
Fvocl
1 3
2021

172,335 44,615 478,903 63,793 9,883 772 (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 (118) 2,397
(3,775) (3,775) (234) (4,009)
(2,737) (2,737) (743) (3,480)
(619) (619) (81) (700)

521 521 1 522

4,359 4,359 412 4,771

/

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
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(59,105) (59,105) (4,418) (63,523)
4

131 173) 42) [©) (44)

(382) (3,162) 22) 4,306 740 (138) 602

5
2021 12 31
172,335 44,615 488,055 64,990 3,869 153 (7,130) 89,922 856,809 66,702 923,511

174/394



2021

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2021 12 31
FVOCI
1 3

2,958,992 766,040 8,222,765 1,095,326 169,691 13,255 (183,513) 1,472,156 14,514,711 1,136,276 15,650,987
1,156,365 1,156,365 89,284 1,245,649

19,917 74,844 (102,883)  (10,628) 61,091 841 43,183 (2,026) 41,156
(64,817) (64,817) (4,018) (68,835)
(46,994) (46,994) (12,757) (59,752)
(10,628), (10,628) (1,391) (12,019)

8,946 8,946 17 8,963

74,844 74,844 7,074 81,918

10,508 10,508 1,923 12,431

464 8,928 841 10,233 10,233
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2 2022
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| | 61,091 | |
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|| 61,091| | 7,126| | 68,216|

1,176,282 74,844 (102,883)  (10,628) 61,001 841 1,199,548 87,258 1,286,806
(1,014,833) (1,014,833) (75,857)  (1,090,690)
2,249 (2,970) (721) 34) (755)
(6,559) (54,292) (378) 73,934 12,706 (2,369) 10,336
2,958,992 766,040 8,379,904 1,115,878 66,431 2,627 (122,422) 1,543,961 14,711,411 1,145,273 15,856,684
2022
2.5 3,138.4
Tier 1,000 10
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©)

HKICPA
HKFRS

622

2022 12 31
2022

(®)
HKFRS

HKICPA 2023 2024 HKFRS

HKFRS
HKFRS 17
HKFRS 17 2023
HKFRS 17

HKFRS 17
2022 93
1.2G) HKFRS 17

HKFRS 17 ( PVIF )

CSM
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CSM
GMM

HKFRS 17

MRA

87

HKFRS 17

HKFRS 17

HKFRS 17

2022

HKFRS 17
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PVIF

GMM
HKFRS 17
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HKFRS
CsM
HKFRS 17
VFA
FRA HKFRS 17
HKFRS 17
FRA
FVA
2018 FRA FRA
FVA FVA
1.2(b)
HKFRS
Cs
CSM VFA
Cs
HKFRS 17

2022
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PVIF
HKFRS

- HKFRS

- HKFRS 17

HKFRS

HKFRS 17

©

0Cl

@
HKFRS

10.5

oClI

2022

2022

HKFRS 17

53.5

HKFRS 17

PVIF63.8
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833.2 719.5 113.7 923.5
(63.8) - (63.8) (63.8)
3.4 57.8 (61.2) (64.3)
G.1) G.7) 2.6 2.7
(0.3) 63.5 (63.8) (67.0)
38.1 - 38.1 38.1
3.6 (10.5) 14.1 14.6

807.7 766.8 40.9 848.1

HKFRS 17

CSM 3.2

2.6

0ClI

16
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53 54
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1.2
2022 12 31
)
@

COVID-19
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VIU HKAS 36

BoCom
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1.204)
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12
ECL 12 ECL

ECL

POCI

90

180
90

ECL

EBA

32

24
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POCI

ECL

ECL

30

CRR

PD CRR 3.3
PD

CRR PD

0.1 1.2 15bps

189/394



EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

ooooooo
2.1 3.3 30bps
CRR 3.3 PD
PD
HKFRS PD
PD
CRR
PD
CRR
CRR
CRR
0.1
1.1 4.2
4.3 5.1
5.2 7.1
7.2 8.2
8.3
CRR 23 32
12 PD PD 12
PD
12 PD
30 12 PD
PD
PD PD
PD PD
PD PD
LTV
2022 ECL
12
ECL

POCI
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POCI
POCI ECL ECL
ECL POCI
POCI
ECL
ECL
ECL
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

ECL

ECL ECL 12

ECL
ECL
ECL
ECL ECL
ECL
37
41 ECL

HKFRS ELC
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PD LGD

37 41

ECL
ECL

EAD

HKFRS

DPF

DPF
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DPF

DPF HKFRS

DPF
PVIF
PVIF

PVIF

PVIF PVIF

PVIF 15
68 72
PVIF

()
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@
2022 2021
821 315
158,552 106,916
FVOCI 21,563 14,461
(47,525) (20,907)
1
1 265 2021 374
®)
GBM-
2 1
807 979 366 75 - - 2,227
4,894 592 16 1,824 - - 7,326
7,826 257 52 - - - 8,135
332 1,303 1,186 25 - - 2,846
3,513 53 - 737 - - 4,303
/ - 2,465 667 - - - 3,132
4,534 112 2 - - - 4,648
- - 325 237 - - 562
264 1,902 723 3 - - 2,802
858 39 32 3,174 - - 4,103
1,434 107 5 - - - 1,546
3,132 2,638 2,322 3,240 ,214) (216) 8,902
27,594 10,447 5,606 9,315 2,214) (216) 50,622
(9,699) (720) (610) (5,614) 2,461 160 (14,022)
2022 12 31
17,895 9,727 5,086 3,701 247 (56) 36,600
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GBM-
1
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
1
2022 2021
9,286 9,742
14,867 15,173
(5.581) (5,431)
8,961 11,242
11,290 12,801
(2,329) (1,559)

199/394



©

12 31
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12 31
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2022

oOoOooodn

43,138

(1,464)

29,888

(1,529)

41,674

28,359

(15,075)

1,881

17,837

343

(13,194)

(703)

34

18,180

(639)

(25

27,811

45,875

2022

(256)
(133)
42

665

437
233

2,873

(1,294)

277

(54)

393
198

2,509

3,781

2,033

665
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©
12 31

0.18
)
1

12 31

1
2021 37
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OooooOodd
84 2021 77
2022 2021
15,503 7,055
16,383 8,065
(880) (1,010)
409 (683)
453 167
16,365 6,539
2022 0.40 2021
2022 2021
2,956 2,867
2,622 2,417
48,971 47,043
54,549 52,327
32
47

2021
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@
2022 2021
6,569 6,019
2,588 2,872
12 31 9,157 8,891
®
172 2021 152
1
88,141 1,302 89,443
(9,002) (26) (9,028)
2022 12 31 79,139 1,276 81,415
62,937 2,398 65,335
(3,594) (19) (3,613)
2021 12 31 59,343 2,379 61,722
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1
83,114 (4,162) 78,952
29,275 3,800 33,075
53,839 (7,962) 45,877
(9.107) (€3)) (9.138)
(7.418) (30) (7.448)
(1,689) (6)) (1,690)
2022 12 31 74,007 (4,193) 69,814
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
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2022 2021
2 2
608,500 (27,361) 581,139 547,058 (25,361) 521,697
(29,275) 7,418 (21,857) (18,573) 2,048 (16,525)
83,114 9,107) 74,007 78,159 (4,013) 74,146
17,120 (3,084) 14,036 1,856 35) 1,821
679,459 (32,134) 647,325 608,500 (27,361) 581,139
29,645 ®) 29,640 34,348 4 34,344
3,800 (30) 3,770 (6,735) 39 (6,696)
(4,162) @D (4,193) 1,898 4 1,902
(7.984) 49 (7.935) 134 44) 90
21,299 an 21,282 29,645 G) 29,640
700,758 (32,151) 668,607 638,145 (27,366) 610,779
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2022 2021

1 37,053 35,736

1,384 1,344

2,225 2,181

1,758 1,651

467 530

12 31 40,662 39,261
890 2021 951

HSBC
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2022 12 31

2021 1 1
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10,075 (11,945) (1,870)
- (429) (429)
- (434) (434)
- 5 5
162 @197) (35)
(841) 1,073 232
(841) - (841)
1,073 1,073
345 - 345
(1,414) 1,487 73
(61) 122 61
8,266 (9,889) (1,623)
(1,655)
32
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
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30
2021 12 31 10,075 (11,945) (1,870)
(1,890)
20
2022 12 31 2021 12 31
HSBC HSBC
8,266 8,266 195 10,075 10,075 257
1,078 1,078 1,232 1,232
4,622 4,622 5,676 5,676
2,112 2,112 2,490 2,490
1 454 454 195 677 677 257
HSBC
HSBC ServCo
1999
75 25
ServCo
ServCo
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0000000
ServCo
2022 4,424 (4,915) 491) 3,945 (4,190) (246)
- @162) @162) - (141) (141)
- | | a2 | | a | | - | @y | | @ |
56 6D ® 50 2 ®
(409) 566 157 (364) 537 173
(409) - (409) (364) - 364)
- 566 566 - 537 537
101 - 191 123 - 123
7370 737 - (515) 515 -
60 67 () (69) 67 )
2022 12 31 3,585 (3,902) 31D 3,170 (3,265) (95)
@11 (95)
2021 4,486 (5,330) (844) 4,288 (5,001) (713)
- 179 (179) - 171) a7
- | ar) | | am | | - am | | am |
22 (26) ) 21 24) ®)
265 118 383 250 240 490
265 - 265 250 - 250
- 118 118 - 240 240
166 - 166 149 - 149
(585) 585 - (682) 682 -
70 (83) (13) (8) 83 2
2021 12 31 4,424 (4,915) (491) 3,945 (4,191) (246)
(491) (246)
2023 180
2022 160 ServCo 2023
116 2022 130
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ServCo
1
10
2022 12 31
292 373 382 371 396 1,892
ServCo 187 299 340 271 338 1,825
2021 12 31
381 467 383 362 396 1,896
ServCo 286 284 333 365 287 1,785
1 2021
2022 12 31 2021 12 31
HSBC HSBC
6,755 6,755 51 8,369 8,369 76
1,581 1,581 1,839 1,839
3,725 3,725 4,731 4,731
1,398 1,398 1,723 1,723
1 51 51 51 76 76 76
1

ServCo
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2022 12 31

2021 12 31

0.25
0.25

111

30

2021 131

74
2021

32

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2023 3.50
3.50
3.00
1.30 3.00
HSBC
2022 2021 2022 2021
(111) (158) 114 162
115 160 112) (157)
37 2021
2021 101
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1.2(m)

12 31

12 31

2022
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2021
2022 2021
14,839 12,489
5,072 5,719
(492) (158)
10,692 7,151
(433) (223)
668 1,526
128 1,209
- 9
540 308
15,507 14,015
2022 2021
97,611 86,563
19,832 17,463
(3.100) (3.186)
(3.591) (3,181)
1,848 2,695
747 577
(229) (353)
15,507 14,015
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2
176 - 1,557 2,680 - 2,106 6,519
(580) (10,428) (18) - (14,985) 9,677) (35,688)
2022 (404) (10,428) 1,539 2,680 (14,985) (7.571) (29,169)
(15) (544) 57 (312) 215 (396) (1,209)
/ (43) 158 (229) 1,002 759 (2,315) (668)
/ 6 - 10 - (812) 2,761 1,965
2022 12 31 (456) (10,814) 1,163 3,370 (14,823) (7,521) (29,081)
1 146 - 1,193 3,370 - 4,550 9,259
1 (602) (10,814) (30) - (14,823) (12,071) (38,340)
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 [€H) (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)
1 3,856 2021 3,353
32,937 2021 32,522
2
5,847 2021 5,523
4,537
2021 3,130 1,536 2021 733
10
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2022 2021

0.23 10,584 0.47 21,665
0.17 7,761 0.26 12,211
0.12 5,887 0.24 11,153
0.16 7,850 0.24 11,361
0.68 32,082 1.21 56,390

2,739 2,715

34,821 59,105

2023 14 2022 12 31 0.27
13,500 2021 0.23

10,584 2022
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2022 2021
900 6.510 460 456
900 6.030 426 422
1,000 6.090 a77 474
1,200 6.172 580 576
600 5.910 278 275
1,100 6.000 518 512
2,739 2,715

2022 2021
132,737 132,104
231,601 274,508
264,447 299,420
1 59,398 63,519
1,2 11,622 7,899
12 31 699,805 777,450

12022 12 31 30
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19,574,143 34,877 263,215 3,226 266,441 281,468 14 281,482

32,534,469 456,741 529,327 12,416 541,743 575,665 3,326 578,991

785,281 18,363 18,363 14,017 14,017

462,180 2,386 2,386 2,708 2,708

159,242 3,230 3,230 3,939 3,939

53,515,315 491,618 816,521 15,642 832,163 877,797 3,340 881,137

(329,392) (329,392)

2022 12 31 551,745
502,771

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 31 355,791
365,167
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1BOR
24
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HSBC
1 2
309,450 11,761 2,281 6,130
2022 12 31 309,450 11,761 2,281 6,130
203,871 4,148 1,387 2,488
2021 12 31 203,871 4,148 1,387 2,488
1
2
HSBC
1
257,126 (10,312) (10,716) (231)
5,755 (435) (351)
1,161 - 8
33,113 (2,260) 4,692
2022 12 81 262,881 34,274 (10,747) (2.260) (6.,367) @31
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162,769 116 (4,930) an
6,465 (72) (110)
1,269 9 3
37,783 2,413 8 2,472
169,234 39,052 44 2,422 (2,565) an
Fvocit 143
2021 164 1,243 2021
HSBC LAC
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1 2 3
34,877 3,226 14 5,461 5,481
147,201 655 1,045 (“48) (448)
2022 12 31 3,881
182,168 1,059 5,013
5,013
74,732 3,401 523 6,062 6,062
15,014 173 19 140 140
2021 12 31 3,574
89,746 542 6,202
6,202
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2022
/
2022 12 31
2021
2021 12 31
2022 12 31
(2021 99,608
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108 45
(448) 5,461
(109) (6,891)
112 236
@ -
(338) (1,149)
35 737
140 6,062
(30) (6.886)
€ 132
108 45
157,460
Ibors HKFRS

25 26
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9
2022 2021
743 743 241 241
18,754 10,492 29,246 12,847 11,066 23,913
186,955 186,955 169,125 169,125
1 1,764 1,764 777 777
1,2 7,743 7,743 8,343 8,343
12 31 18,754 207,697 226,451 12,847 189,552 202,399
12022 12 31 30
2
10
2022 2021
3,745,113 3,872,956
(39,964) (32,017)
12 31 3,705,149 3,840,939
NACE
2022 2021
1,177,614 1,167,487
92,023 89,005
255,747 275,819
1,525,384 1,532,311
570,370 635,217
377,359 428,785
372,060 410,033
106,172 111,388
490,791 471,988
1,916,752 2,057,411
302,977 283,234
12 31 3,745,113 3,872,956
1
2,332,813 2,447,799
1,412,300 1,425,157
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2022 2021

2,971 (783) 2,188 4,205 (1,213) 2,992

2,538 (724) 1,814 3,543 (1,051) 2,492

2,287 677) 1,610 2,757 (912) 1,845

2,226 (644) 1,582 2,357 (762) 1,595

2,172 (619) 1,553 2,200 (647) 1,553

24,585 (4,729) 19,856 22,133 (3,203) 18,930

36,779 (8.176) 28,603 37,195 (7.788) 29,407
(309) (378)

12 31 28,294 29,029

2022 2021

1,246,652 1,549,011

612,990 653,245

626,537 888,664

7,125 7,102

974,709 502,564

135,216 6,900

839,493 495,664

12 31 2,221,361 2,051,575
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2022 2021

6,615 217 6,540 189

404 3 420 3

106 - 142 6

12 31 7,125 220 7,102 198

2022 2021
121,131 57,631
4,372 3,211
22,512 30,975
149,687 134,747
34,388 47,453
129,025 75,951
12 31 461,115 349,968
354,146 275,815
193,461
2021 85,162
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2022 2021
167,260 151,677 135,994 124,663
70,036 3,644 44,171 282
237,296 155,321 180,165 124,945
2022 2021
1,337,822 1,134,296
520,756 377,117
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HSBC

HSBC

HSBC

HSBC
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HSBC

62.14

100

100

100

100

100

100
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2022 2021
37.86 37.86
3,835 5,272
65,237 65,431
2,823 4,415
1,893,805 1,820,185
1,709,844 1,635,769
33,864 33,265
10,151 13,946
(2,446) (357)
7,705 13,589
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12 31
2022 12 31
188,485
2022 12 31
BoCom
RES
2022 12 31 BoCom
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2022 2021
182,137 184,402
3,815 4,141
(64) (58)
185,898 188,485
185,888 2021
19.03
63,469 2021 66,579
BoCom
BoCom BoCom
RES
BoCom HSBC
HKAS 28
BoCom
11
VIU
2022 12 31
2022 12 31 2021 12 31

VIU
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BoCom 183.0 182.3 63.5 193.0 184.8 66.6
VIU 2021 12 31 7.5
BoCom
BoCom
VIU
VIU BoCom
BoCom
VIU
BoCom
VIU BoCom
VIU HKAS 36
VIU BoCom
VIU
BoCom
CmMC
CMC
CcMmC
CMC
VIU VIU
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VIU
HKAS 36 VIU
2026 (2021 ) GDP
2026 2021
10.04 2021 10.03
CAPM CAPM 8.4 10.4
2021 8.7 10.1 CAPM
8.8 13.5 2021 9.9 15.0
CAPM
ECL 0.99
1.05 2021 0.98 1.12
2026
BoCom
ECL 0.97 2021 0.97
61.0 64.4 2021
61.0 62.4
2026 61.0 2021 61.0
BoCom
1.9 7.7 2021 5.1 6.2
BoCom
BoCom
35.5 36.3 2021 35.5 36.1
BoCom
ETR BoCom
4.4 15.0 2021 6.8 15.0
2026 15.0 2021 15.0
OEDC/G20
12.5 2021 12.5 Tier 9.5
2021 9.5 BoCom

VIU

230/394



Tier

EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

14

26

173
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VIU
VIU
VIU
VIU VIV ViU vIU
2022 12 31
1 +75 28.1 211.1 -1 1.1 161.9
1 -7 24.2 207.2 +75 (31.8) 151.2
-164 54.3 237.3 +136 (28.7) 154.3
2022 2022
2026 95 14.9 197.9 2026 120 (22.5) 160.5
2027 91 2027 104
-118 0.6 183.6 +239 (17.5) 165.5
+44 10.5 193.5 -83 (19.3) 163.7
-122 8.1 101.1 +174 (16.5) 166.5
-426 11.8 194.8 +1000 @7.7) 155.3
183.0 +191 (48.8) 134.2
Ti
fer 183.0 +266 (24.8) 158.2
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
-133 42.2 235.2 +207 (40.8) 152.2
2021 2021
2025 103 11.9 204.9 2025 121 (21.0) 172.0
2026 91 2026 105
-111 2.2 195.2 +280 (15.8) 177.2
+37 8.2 201.2 -58 (13.6) 179.4
-152 13.6 206.6 +174 (12.7) 180.3
-104 2.9 195.9 +1000 (27.4) 165.6
193.0 +325 (77.6) 115.4
Tier
193.0 +364 (50.0) 143.0
VIU 131.9
223.9 2021 148.3 228.4
50
VIU CMC
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BoCom
BoCom 12 31 2022 12 31
2022 30 12 2022
10 2022 12 31
BoCom
30
2022 2021
891,754 960,732
778,032 771,522
7,968,993 7,751,362
4,282,704 4,223,488
438,653 375,073
14,360,136 14,082,177
2,160,865 2,238,612
8,920,656 8,572,625
1,851,657 1,779,110
277,086 312,486
13,210,264 12,902,833
1,149,872 1,179,344
BoCom
30
2022 2021
178,526 180,738
3,728 4,044

182,254 184,782
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BoCom

442,884

2022
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30 12
2022 2021
198,218 191,076
53,667 55,735
(76,046) (75,402)
(18,406) (17,851)
(4,681) (8,119)
106,352 110,370
(1,921) (2,861)
104,431 107,509
5,881 5,386

30
2021 432,259
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2022 2021

6,795 7,116

65,537 63,765

1 30,087 24,300

12 31 102,419 95,181

27,209 2021 21,670
11,570 2021 10,681
5,610 2021 4,115 332 2021

184

PVIF

PVIF
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PVIF
2022 2021
63,765 65,052
2,114
PVIF (256) (1,294)
9,213 7,381
1 (5,326) (5,950)
(3,967) (2,873)
(176) 148
(86) 7
12 31 65,537 63,765
1
PVIF (6,896) 2021 440
DPF
(564) 2021 (2,519)
3,493 2021 (794)
PVIF
PVIF
PVIF
2022 2021
3.85 1.40
7.33 5.20

3.00 3.00
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PVIF
PVIF
71
PVIF
72
16
2022 2021

1 123,491 121,072
7,435 8,755
12 31 130,926 129,827

1 112,591 (2021 110,458 )
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2022 2021
102,367 13,465 15,747 131,579 100,791 13,167 15,266 129,224
97) 8 (679) (1,468) 67) 16 @112) (163)
3,183 324 2,253 5,760 667 2 2,049 2,718
(55) (680) (735) (58) (1,456) (1,514)
(5,105) (5,105) (4,633) (4,633)
, 4,683 (133) 4,550 5,643 277 5,920
(2,849) 2,535 (314) 24 3 27
12 31 101,427 16,199 16,641 134,267 102,367 13,465 15,747 131,579
87 10,420 10,507 90 10,387 10,477
“2) (533) (575) 30 46) (16)
5,151 1,418 6,569 4,645 1,374 6,019
(620) (620) 45) (1,295) (1,340)
(5,105) (5,105) (4,633) (4,633)
12 31 91 10,685 10,776 87 10,420 10,507
12 31
101,336 16,199 5,956 123,491 102,280 13,465 5,327 121,072
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2022 2021
18,584 17,121
2022 12 31
20
6,839 2021 6,854
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2022 2021

32,604 24,986

50,253 52,986

57,118 55,789

32,151 27,366

2,144 2,674

38,621 24,577

94,850 44,177

47,578 37,188

12 31 355,319 269,743

267,972 2021 180,757
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2022 2021

4,229,531 4,284,719

479,241 448,976

443,954 462,187

222,222 220,233

176,466 191,116

124,792 128,673

119,400 120,744

45,529 46,938

272,574 273,596

12 31 6,113,709 6,177,182
2022 2021

80,564 85,627

1 61,404 6,703

485 393

12 31 142,453 92,723

12022 12 31 30
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12 31

2021 1,385
138

21

12 31

2021
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62

20
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2022 2021
89,258 59,611
45,454 43,928
33,031 35,426

167,743 138,965

370
2022 2021

78,537 79,852
67,826 31,440
146,363 111,292
(45,454) (43,928)
100,909 67,364
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2022 2021

32,779 23,020

57,210 55,824

33,536 26,158

58,919 53,541

1,564 1,431

7,850 9,165

1 44,957 48,668

1,011 1,399

12 31 238,726 219,206
227,840

2021 209,441
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2021 12 31

2022 12 31

2021 12 31

2022 12 31

2022 12 31

2020 12 31

2021 12 31

2020 12 31

2021 12 31

2021 12 31
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148 466 614
468 243 711
(307) 174) (481)
(35) (84) (119)
® 30 27
271 481 752
785
374
1,159
1,911
116 419 535
357 333 690
(309) (258) (567)
(59) (24) (83)
43 0)) 39
148 466 614
1,257
(472)
785
1,399

HKFRS
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400

500

12 31

1 2022

24

12 31

12 31

2022
3,138.4
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2021
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2022 2021

3,119 3,119

5.050 2022
1 - 935

2027
3,119 4,054
2022 2021
123,949 116,103
56,232 56,232
180,181 172,335
2022 2021
172,335 46,440,991,798 172,335 46,440,991,798
7,846 3,138,400,000 - -
180,181 49,579,391,798 172,335 46,440,991,798
2.5
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1,000

900

700

500

600

900

1,100

1,000

12 31

N OO AW N R

6.090
6.510
6.172
5.910
6.030
6.000
SOFR

5.090
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2025

2026

2025

2025

2027

2024

2024

2027
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Tier
2022 2021
1 7,834 7,834
2 7,063 7,063
3 5,467 5,467
8 3,905 3,905
4 4,685 4,685
5 7,044 7,044
6 8,617 8,617
7 7,771
52,386 44,615
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9
232,740 232,740
28,557 28,557
341,354 341,354
691,744 1,764 3,089 163 3,045 699,805
495,785 691 205 142 474 1,840 2,556 1,078 502,771
6,334 662 2,334 809 306 3,644 13,130 199,232 226,451
585,333 256,887 54,039 7,679 7,172 13,402 3,464 927,976
321,807 99,229 39,705 6,132 13,686 16,445 22,020 519,024
567,455 370,175 301,012 151,506 146,803 441,860 632,986 1,093,352 3,705,149
313,122 516,476 135,636 71,865 73,234 217,677 391,288 502,063 2,221,361
101,287 4,652 4,356 716 2,696 10,236 7,729 19 131,691
103,219 40,300 21,535 3,864 4,077 796 675 3,506 267,972
2022 12 31 3,878,737 1,290,836 561,911 242,713 248,611 708,945 1,073,848 1,799,250 9,804,851
519,301 519,301
2022 12 3 3,878,737 1,290,836 561,911 242,713 248,611 708,945 1,073,848 2,318,551 10,324,152
341,354 341,354
33,073 33,073
335,467 2,173 2,557 5,027 5,869 351,003
193,147 1,249 3,513 811 176 12 198,908
5,050,054 540,611 304,705 81,349 85,465 22,028 29,490 7 6,113,709
142,432 21 142,453
550,741 4 62 60 157 175 489 57 551,745
35,661 35,229 12,142 10,593 8,957 20,585 11,436 33,140 167,743
13,723 13,266 24,251 13,388 1,054 9,674 22,382 3,171 100,909
129,641 12,841 808 272 842 70,332 49,935 133,987 398,658
138,862 41,883 22,569 5,525 7,008 5,566 5,228 1,109 227,840
3,119 3,119
2022 12 31 6,964,155 647,277 370,607 111,998 108,776 134,241 118,960 174,590 8,630,604
752,285 752,285
2022 12 31 6,964,155 647,277 370,607 111,998 108,776 134,241 118,960 926,875 9,382,889

248/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

276,857 276,857

21,632 21,632

332,044 332,044

768,376 7,082 208 431 815 538 777,450

361,447 1,079 466 769 131 441 713 121 365,167

5,880 172 1,636 884 1,561 3,781 11,244 177,241 202,399

528,832 223,041 34,435 5,081 1,865 9,384 1,137 803,775

277,060 80,547 20,767 7,667 7,532 20,248 17,908 518 432,247

605,216 402,921 312,336 177,577 171,989 410,594 731,226 1,029,080 3,840,939

247,163 405,109 187,038 107,329 118,029 232,350 307,753 446,804 2,051,575

84,688 1,302 1,189 2,227 2,441 6,138 5,857 17 103,859

119,499 31,449 19,062 3,708 2,034 805 750 3,450 180,757

2021 12 3 3,628,604 1,152,702 577,137 305,673 305,582 684,556 1,077,126 1,657,231 9,388,701

514,692 514,692

2021 12 81 3,628,604 1,152,702 577,137 305,673 305,582 684,556 1,077,126 2,171,923 9,903,393

332,044 332,044

25,701 25,701

231,463 4,713 368 1,104 7,570 2,904 7,252 255,374

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 14,741 4 6,177,182

92,723 92,723

354,567 304 74 212 79 241 274 40 355,791

32,086 21,849 11,059 4,967 5,574 8,789 18,899 35,742 138,965

4,304 5,509 17,363 12,374 3,963 9,320 12,324 2,207 67,364

114,388 17,504 1,401 222 223 21,699 66,205 134,534 356,176

124,346 40,286 24,070 5,135 3,820 4,802 5,197 1,785 209,441

4,054 4,054

2021 12 31 7,303,497 364,767 149,598 58,742 47,706 64,653 120,544 185,618 8,295,125

684,757 684,757

2021 12 81 7,303,497 364,767 149,598 58,742 47,706 64,653 120,544 870,375 8,979,882
1
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27
12

202 12 31
341,354 341,354
33,073 33,073
335,951 2,104 7,708 5,877 351,730
193,748 1,250 4,542 14 199,554
5,053,321 552,623 481,006 55,739 16 6,142,705
142,453 142,453
551,004 67 253 603 60 552,077
37,062 36,310 32,404 33,198 83,170 172,144
13,017 14,305 40,630 34,698 3,400 106,950
129,728 14,509 11,396 155,038 170,299 480,970
135,664 38,584 31,237 9,967 1,128 216,580
36 108 577 4,561 5,282
6,967,365 659,878 609,284 295,711 212,634 8,744,872
3,191,864 3,191,864
41,991 41,991
10,201,220 659,878 609,284 295,711 212,634 11,978,727

85% 6% 5% 2% 2%

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%
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28
2022 2021
1 41,991 41,843
2 354,794 335,849
1,222 1,751
12 31 398,007 379,443
3
26,324 32,284
48,560 40,745
3,116,980 2,872,531
12 31 3,191,864 2,945,560
1
2
32022 12 31 HKFRS
1,892,401 (2021 1,826,335 )
29
HSBC
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30

2022 12 31

2022 12 31
2021

4,826
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38

3,834
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1
2022 12 3
2
795,828  (329,392) 466,436 (397,121) (39,022) 30,293 36,335 502,771
4
57,505 57,505 (57.273) @20 5 4,177 61,682
55,221 55,221 (54,994) @27) 4,177 59,398
2,284 2,284 2,279) 5 2,284
932,272 (29,470) 902,802 (901,205) (,597) 63,031 965,833
891,131 (26,186) 864,945 (863,840) (1,105) 63,031 927,976
41,141 (3,284) 37,857 (37,365) (492) 37,857
1,764 1,764 (1,764) 1,764
1,787,369  (358,862) 1,428,507 (1,357,363) (40,846) 30,298 103,543 1,532,050
3
849,582  (329,392) 520,190 (390, 421) (70,825) 58,944 31,555 551,745
4
61,437 61,437 (61,436) ) 22 61,459
61,382 61,382 (61,381) ) 22 61,404
55 55 (55) 55
403,019 (29,470) 373,549 (373.126) (352) 71 37,064 410,613
340,215 (26,186) 314,029 (313,747) (256) 26 37,064 351,003
62,804 (3,284) 59,520 (59,379) (96) 45 59,520
1,314,038  (358,862) 955,176 (824,983) (71,178) 59,015 68,641 1,023,817
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1
2021 12 31
2
524,603  (190,129) 334,474 (279,958) (36,005) 18,511 30,693 365,167
4
60,417 @9) 60,338 (59,771) (552) 15 7,393 67,731
56,205 @9 56,126 (55,561) (552) 13 7,393 63,519
4,212 4,212 (4,210) 2 4,212
806,403 (71,333) 735,071 (733,647) 97) 1,228 82,854 817,925
776,145 (55,224) 720,921 (720,662) 197) 62 82,854 803,775
30,258 (16,109) 14,149 (12,985) 1,166 14,149
777 777 @77) 777
1,392,200  (261,541) 1,130,659 (1,074,153) (36,754) 19,752 120,940 1,251,599
3
516,525  (190,129) 326,396 (277,624) (27,837) 20,935 29,395 355,791
4
6,807 @9 6,728 (6,721) 7 6,728
6,782 (79) 6,703 (6,697) 6 6,703
25 25 24) 1 25
323,559 (71,333) 252,226 (251,802) ) 421 68,664 320,890
241,934 (55,224) 186,710 (186,338) 3) 369 68,664 255,374
81,625 (16,109) 65,516 (65,464) 52 65,516
846,801  (261,541) 585,350 (536,147) (27,840) 21,363 98,059 683,409
1
2 208,343 2021 167,054
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3 213,726 2021 217,572
4 2022 12 31
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CODM
CODM

GBM

WPB

CMB

GBM
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EXCO
CODM
CmMB
CMB
MSS
BoCom
GBM- GB MSS

16
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HKFRS

HKFRS

WPB

GBM

GB
GB

MSS
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2022 12 31
184,065 90,536 905 275,506
43,153 54,458 97,611

2022 12 31
7,450,156 3,898,235 (1,024,239) 10,324,152
6,954,421 3,452,707 (1,024,239) 9,382,889
1,894,046 1,695,824 3,589,870

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
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/
1 2
12 31 12 31
2022 2021 2022 2021

121,031 106,966 138,717 134,400

21,965 19,381 196,844 196,477

7,815 7,351 1,691 1,837

11,708 10,614 2,426 2,534

3,188 3,242 3,289 3,584

5,790 5,174 1,981 2,022

15,473 10,671 3,453 2,933

3,823 3,124 2,473 2,802

14,899 12,135 2,833 3,140

205,692 178,658 353,707 349,729

1
2
32
HKAS 24 KMP KMP
KMP
©)
100
100

IT

2022 2021
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12 31

3,6,8

3,4

3,6,10

3,5,6

2
3
4 2022 12 31
175,655
51,579

52022 12 31

2021

3,7

3,9

3,304

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Oooooooo

50 1,276 220

8,364 33 1,216 6,773 (651) (286)
17 2,246 2,538
8 1,739 1 1,428

1,106 374) 1 19)
238 249
120 1,013 129 1,770

(204) (179)
67 49,891 (141) 47,842
24 3,403 305,321 9 1,147 260,256
33 2,300 22 4,232
2 168,200 989 147,704
24 3,368 134,821 9 136 108,320
256,031 3,804 293,021 223,565 1,069 283,630
55 25
183,760 6 175,655 7
3,677 150,474 18 152,013
1,842 64 142,486 1,388 980 131,585

70,429 63 46,522 71
23,289 22,815
1,405 2,076
LAC 183,760 2021
21,512 2021 4,437
2021 54,460
13,593 2021 7,211
3,456 2021 1,815
TLAC 70,429 2021 46,522
2021 19,665 29,435
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7 2,284 2021 :4,212
8 37,857 2021 :14,149
9 55 2021 :25

10 59,520 2021 :65,516

(®)

HSBC
HSBC

2022 12 31
3,299 1,564 2021 3,436
1,431

©

2022 12 31 7.7 2021 9.2
2022 59 2021 65
2022 12 31
735 2021 783 1.1
2021 0.5

@

14

260/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

2022 2021
12 31 12 31
1 57,513 51,402 35,643 32,632
1 19,862 10,099 27,237 8,786
40 16
) 9,394 6,559 7,299 3,644
) 33,673 28,440 5,424 4,450
2 1,769 287 4,897 1,654
1
2 2022 12 31
)
2022 2021
320 314
12 9
2 5
87 123

421 451
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2022 2021
1 97,366 107,317
1 81,323 71,516
1,858 1,510
12,007 13,263
12,186 13,624
1
2021
2019 10 15 0.375 2.625
4.25 800
100
Q)
17
12 31
2022 2021 2022 2021
1,483 3,755 2,769 3,967
12 13 14 14
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1,495 3,768 2,783 3,981

MSS

LIBOR
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2

2022 12 31
1 486,547 203,975 9,283 699,805 699,805
1,018 330,250 3,301 334,569 168,202 502,771
100,917 34,139 91,395 226,451 226,451
962,261 280,083 4,308 1,246,652 1,246,652
1 74,201 68,246 6 142,453 142,453
2,425 393,457 1,712 397,594 154,151 551,745
133,009 34,734 167,743 167,743

1

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
1 HSBC
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2022 12 31

29,781 23,312 5,825 132

60,104 36,025 9,493 1,443
2021 12 31

57,471 29,852 1,970 802 1,012 1,652

36,073 20,948 1,679 3,452

MSS
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HKFRS 13

CVA DVA
CVA

oTC
DVA
oTC
CVA DVA CVA DVA
CVA
PD
DVA
PD
FFVA

FFVA  OTC

FFVA DVA
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3,742 16 90,767 94,525 6 6
34,734 34,734
566 9,267 628 3,301 13,762 1,712 1,712
2022 12 31
4,308 9,283 91,395 3,301 108,287 6 34,734 1,712 36,452
3,121 4 74,295 77,420
20,449 20,449
553 3,242 357 3,294 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
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NAV

NAV

HSBC

0TC
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ocCl1

2022 12
2022 12

31
31
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1
3,674 3,246 74,652 3,294 20,449 2,130
(952) 1,545 669 3 (851) 214
(952) 669 3 214
1,545 (851)
676 (81) &) (25) (1,001) (83)
812 )
(136) (81) @GN (25) (996) (83)
1,670 6,480 28,304
5,936
7D (644) D
(1,641) (4,742) (12,809) (557) 12,130 (553)
@72) (289) (394) 2,671) (190)
6,748 100 314 3 742 194
4,308 9,283 91,395 3,301 6 34,734 1,712
(734) (1,615) 2,631 (19) (78)
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(734) 2,631 @8

(1,615) (19)
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2021
2021
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12
12

31
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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)
)
(3,013) 10 11 18 386 23
(3,002) ©)
(11) 10 1 18 389 23
1,383 5,082 22,232
9,196
(35) (561) ®
(1,289) (87) (7,898)  (1,247) (7,165) (4,060)
(691) (921) (614) (2,895) (878)
467 107 3,650 425
3,674 3,246 74,652 3,294 20,449 2,130
(2,278) 11,236 2,686 113 (34)
(2,278) 2,686 (34)
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11,236 113

274/394



12 31

EDINETOOOO

O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

OooooOodd
2022 2021
ocl ocl
242 (308) 158 (162)
4,580 (4,580) 3,741 (3,742)
187 (187 157 157)
4,822 (4.888) 187 @87 3,899 (3,904) 157 (157)

95
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2022 12 31
2022 2021

94,525 6
34,734

6% 142% 6% 90%
12,917

38% 98% 22% 97%

20,972 4% 37% 2% 36%
845
13,762 1,712
108,287 36,452
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34
2022 12 31
1
927,976 927,190 927,190
519,024 514,524 4,452 518,976
3,705,149 56,130 3,628,504 3,684,634
974,709 455,444 448,341 1,960 905,745
1
351,093 349,133 349,133
198,908 198,905 198,905
6,113,709 6,114,290 6,114,290
100,909 101,414 101,414
3,119 2,191 2,191
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
1 HSBC 32
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HSBC HSBC
0 4 55 92 271 27 445
4 15 7 42 173 222
15 39 12 98 110
39 196 3 59 62
196 1 11 12
2022 12 31 62 150 612 27 851
17,564 34,071 109,351 5,245 166,231
2,527 82 2,609
31,544 109,351 140,895
10 10
17,564 5,070 22,634
83 83
223 223
223 223
1,395 11,753 30,862 11,342 55,352

2022 12 31
18,959 45,824 140,213 16,364 221,360
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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

2022 2021
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2022 12 31
12 31
2022 2021
169,595 203,988
22,886 17,825
341,354 332,044
587,760 647,625
481,979 346,937
5,431 3,246
468,799 488,312
298,225 230,592
1,951,155 1,984,297
947,830 893,848
720,765 544,587
109,211 101,535
39,830 39,830
23,659 19,226
71,555 72,312
1,304 1,275
214,624 145,729
6,455,962 6,073,208
341,354 332,044
26,601 19,101
307,661 175,476
155,423 224,650
3,740,697 3,816,715
95,097 46,585
532,325 337,010
49,396 36,397
26,584 25,393
898 1,098
563,368 482,995
132,141 120,846
3,537 481
9,267 9,339
3,119 3,119
5,987,468 5,631,249
180,181 172,335
52,386 44,615
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3,143 19,218
232,784 205,791
468,494 441,959
6,455,962 6,073,208
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2022 12 31
FVOCI
1 3
2022

172,335 44,615 205,791 36,900 1,524 63 (15,369) (3,900) 441,959
54,987 54,987

/
4,600 2,948 (10,829) (993) (4,999) 9,273)
(11,369) (11,369)
540 540
(993) (993)
4,432 4,432
2,948 2,948

/
168 168
(4,999) (4,999)

/
59,587 2,948 (20,829) (993) (4,999) 45,714
1 7,846 7,846
5 7,771 7,771
4 (34,821) (34,821)

127 27

5 2,100 (2,080) 2 3 25

2022 12 31
180,181 52,386 232,784 37,768 (9,303) (930) (20,368) (4,024) 468,494
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FVOCI
1 3
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)
524 524
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)
5 1,754 (1,749) 6) (6H)
2021 12 31
172,335 44,615 205,791 36,900 1,524 63 (15,369) (3,900) 441,959
1
2022 2.5 3,138.4
2 2022 Tier 1,000 10
3
4 HKFRS
5
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2022 28

26

2022 11

665

2022

2022 23

50

38

2012 12

FCA
FRB
AML
AML
166
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49
2008
100
35.6 30.8
2023
51 90
1.2(n)
2022 12 31
2013 2020
HSBC
FRB
2021 2 FCA

FRB
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40

41

SOR

2016

2021 10

HSBC
E14 5HQ

2023 21

2022 11
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SIBOR

SIBOR SOR

2022

www . hsbc.com
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Consolidated Financial Statements

Consolidated income statement
for the year eanded 31 December

202z 2
Hoten HHSm Hxhm

Nat ntarest mooma b 126,852 28 113
- intarast incoma 180,097 12:,:3?4
~ A AN &M‘J [
Nt Tod maena = 36,800 45,096
= fwa mooma 50,8223 &1 EYG
= fan axpanps (13,022} 126
Nat ricama fiom hianssl metrurnents hald for treding or managed o a fair vales bape b 41,674 28360
Nt Peornalaxpanes) fram aate and habiitis of newnnos bebnsess insiudeg related dervativet, mansutsd st tair
wakis through profs or loss &= [13,794) 18,180
Changan in fsr valus of designated debin msued snd ralsted derasinees B mﬂ =]
Crangas i fad vatus of cibd hirsncad metnaments mandatondy massirad 8% far vakus throeh prold o kee = 34 (25]
Gwne lees lossas from fimencal mvestmants AF 1,687
N4t NBEHNcs Dramm aoome 3 80,415 B, el
Jithar opamtng nooma & 3,781 2 0k
Total operating incoms 275,506 Far i
Mot nsuwrenca clams snd benaedits pasd and movemant i ksbiltes o polioyhokdas o (5,81 4) (e (B
Nt incoma befora in cradit losses and cther cradit im Lo 205,692 17 ELE
Chenge in axpacted credit lossen and other credit smpoirmant chosges e (16, I65) 113,55
Nt oparating incems 189,327 17119
Employas companeatson and benalite < [, B ) 38261
Geenarnl and sdmeistratve sxpanses ¥ [, 548) B an
Depacabion and mpasmant of popdiy. piant ond eduprmant E (257} At
Amortisation and smpaimmant of stengible assets (6, 180y 2N
Total operating sxpenses (110,508 1104, 676
Opeorating profit Teea E7 243
Shata of pradit in desctiten Bhd point vantures 18,792 19220
Profit belore tax ar.611 BEERL
Tax Gxpanas l [15.507) |H4.0NE
Profit for the Em T ELR
Artnbutabls 1o
= ardimary sharshaldens of tha parmnt company TE508 Bl B
- gthar aguty hakiars 2,739 2,06
- Pan-santialng mibsiels 3,859 B.200
Profit for the year 2,104 P

The Hengkeng and Shanghal Banking Cerporation Limited Annual Report and Ascounts 2022 Fi: |
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Consolidated Financial Statements

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

2022 g
HHE$m HEdm
Brafit dor tha yane a;.ﬂﬂ ?Z.Eili_
Cihar comprabarseve noormatexpanss)
eamia that will ba lassifisd subssguently 1o profit o loas when specific conditions are mat
Dabt metrurnante of fay vk Hrough 8 comprafiangnm incoms {13,675) 8008}
= fmir valua opges {17,077 £3,807)
= fmr walue geins transfarred to tha ncomae stetamant (13 11,276
= apactod cradit (nepovanaallonses reoogngad in the moome siatemant 342 17
= modrne tawen 3,198 1,194
Cesh flow hadges 1,965) [ro0|
— taif vl Gk 5,851 7008
= fmir value geine recleseified to tha noomae stetemaent {8, 228) 7550
= INcoE e 412 112
Share of othar comprabensive moomalaxpanes) of sssocmtss and ort variunms {1,9649) 656
Euchenge diffarenc (32.051) 3,978
leemis that will not be reclassified subsequently to profit or loss:
Propary ravelustion 3,863 4 TH
— fair valud @RinE 4,583 5543
= FEMe e (B20) ]
EﬂJIE mekiemart dnaﬂnuud at fant yalue Beough other comprbirEed Ao “; 3, A8
= fmr wnlus goineioeses| i8] G.A?E||
- LG b qJ [#]
Changaa in far valus of financel iabilties desgrsted st foir velus wupon mbesl ecogndon enang from chengaes in own credd nak 4,580 B2l
- bafgrs neome toe 5,461 =]
= oG baxes (E7F3y 03|
Agrnanagramant of delmed Daenafi sesa tsbiiny 185 Tad
= bufons Aot M 232 B-E]
= oo tEsen (47) (i3]
Other comprahenzive incomatexpenaa) for the year, net of tax (40,153 2357
Jeotal comprahensive incemes for the year 41,950 4,545
Attributabla to
= ordnary sharaholdaers of tha pamnt company 38, 3180 B7.948
- witar squiy holders 2,738 2. 715
= norkcantolng ntarests 2,851 5, s
Total comprehensive income for the year 41,950 74 805

80 The Hongkong and Shanghal Banking Coerporation Limited Annual Repart and Accounts 2022

291/394



EDINETOOOO
OdoOO00O00000000o0noonooo0oooooo0o0noononagna(E27669)
Oooooooa

Consolidated balance sheet
at 31 December
2022 2021
Horas HK$m Hugemn
Aszeis
Caah end batsnces af ganta! banke 232,740 FY R
Itmrs n tha coursa of collecton froen other banka 28557 AN
Harmg Karg Goweirrmant samilioated of mdebladnses 341,354 i
Trading sesats £ G55, 005 TIT 450
Danvatives g 502,771 366,167
Fantinis | apsata deignarted snd oihsrwies msndatonly massueed ot fan viikss through profig or loes & 226,451 203295
Revates mpurchass agresmants - non-tradog B2T.a78 &0, 715
Lomns snd achences to baniks F19,024 ATG 24T
Lo v pehvinand 10 Sudlodnirg e 3,705,149 2.040,558
Fmancm | mvastmants i 2,221,361 20051 &TE
Arncurts dus from Group compsnieg il 140,546 152,715
Irtaraats o mEeos abes snd (ot vardu e Pl 185,898 B8, 4655
Goodwl snd ninnpbls nasets il 102,413 56,161
Propedty, plant and eguexnsnt ad 130,926 128,827
Dafarrad tex nssets a 3,856 e =)
Prapaymants, aeereed Mooms 6nd othed sdeete F-’ 55,19 269,743
Total sasets 10,324,152 9,908 598
Liinhilitiwe
Hong Kong curnncy notes m ginculstion 341,354 fele - T E
Inaime in tha coursn of tnensm seion 1o other Beniks 33073 Ll
Repurchape agraements = nom-trading 51,083 FER AT
Dapronita by banks 198,908 260,510
Cuitormar scoounts rg 8,113,709 g.77 182
Tmding lsbibisa e 142,453 8275
Denvates 0 551,745 66,701
Fonmnoe| lsbilitas dasgnatod at fair vebos i 167,743 138,568
Dalt pucurdiag v dus ar 100,909 BG4
Ratirament pansald hnbsldion 4 1.655 1,680
Amourits dus 3 Group compenie = 358, 705 68253
Accnnke end defared mooma, othar Lisbilibes and provesions & 238726 218 308
Lmbrilitsi s wndar waunencs contzadts ¥ TO0, 758 B8, 145
Cument tax b iliths i, 003 2.5TE
Datwirad tax linkdbting = 32,937 o
Bubordrated Imbalitis & 3118 & 05d
Total linbilities 9, 382,889 .9 74 B52
Equity
Lo capdnl 2 180,181 X e
Cthvar aquity mEtumarts = 52,386 AR
DAhar reBa g 109,235 151,504
Rabarsd samngs !3&5_1' ARH DES
Tetal shareholders’ squity 875,320 BEE.BOG
Nan-aontralhig frismets 5,043 BE, 02
Totel equity 841,263 223511
Total liabilities and squity 10,324,152 2.900.505
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Consolidated Financial Statements

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

2022 1o ]

HHE$m HEdm
Profit befors tax 7,611 E.GE3
Adpstmerts for nen-cach teme:
Dl racmteon snd amortisabon 1!;2_97 13,788
Mat [ganices from immebng acby fias 128 |1.680)
Share of profis in associstas and pont venburas {18,782) [98,220)
Bam on deposal of subsdenes, busmassas, asscc stes snd ot ventuns . [}
Gnin on pogumiton of ubadiery s =
Changs = aapacted credd ok jraea o ccrvten s ot cindd smparment chadges 'I?E 7543
Provaions Fa2 BT
Shubia-Eand DAV axparay Ba3 13
Citihar non-ossh dema inciuded n profil before tax {1,507) 5416
Elrnanaton of sxchengs diffennces 36,962 8,044
L=} in operating assets and lisbilities
Changas o nat treding sacunties and dervetvas 18543 1189, TETE
Changs = kebng and sdvarces 1o banks end sustomen 77973 1172 464]
Changa m rovema repuwrchase BgMamants = non-todng {166, 542) 1174, 543]
Chrgs # finanicdl sbdals despnbbad and amanvies mandotoddy mabearad ol T vl thicugh daelit of lnes 49,728 | 33.£39)
Changs = othar nesuts {91, 989) £,708
.E.'."..“Di' w duﬁul‘l: b:{ bqr:l'l_g_r_d_y_l_"mrﬂr Boaouns ﬂ“i’l’! 237 LER
Changs n mpuwchass sgresmants - non-tradng 8%, 718 198,317
Changs o dabt sscuras n B 33,545 |12,055)
Changa mn fimancmi kabiltas designetad ot fear valus 26,028 f&8 048]
Ghargs = cthar linbidss 101,562 124710
Dnndands recsneed from associntes 8,003 6,626
Contributons paid to delinad banafit plane {245 ]
Tricx i {11,463 112,548}
Met cash from operating activities 263,825 113,852
Purchaps of fesnosl mvisiments 11,256,919 11253472}
Procasdn from o sok nnd maturty of financinl mostmara 1.093,359 1,156,780
Pumhese of proparty, plant and eguomant 12,802) 3. T16]
Procesds fram sak of proparty, plant and sguomaent and assais bald for gnie T3 56
Praocasds from duposa! of customar koon portfolog 1448 £LGT
Mat nvestmant m mtengble sseets 11,771} [90,836]
Mat cash autllow on punchnas of sBaicdenes {4,166) 113]
Met cash from imvesting sctivities (180, 77TH B0, BEE)
lamua of ordnsry shos cagiel anvd athar eguty NEtruments 15,617 —
Pumchass of non-conticling ntanest {1,548) —
Subordinated loen copital meued' 81,014 B2, 754
Subordmated ken copital rapaid’ 22, 367) |24,102}
Dndancs pasd te ahs o ke of the DR compamy and non-contiallag Nt ars (37, 668) 625231
Mot cash from financing activities 35,050 23,661
Met ineraase in eash and eash equivalent 118,088 o FL
Cash and cah aguialenta ot | Jadh 1,055,064 1047 BOT
Exchanges diffarences n mapect of cosh snd cesh aquveianty {51,487) &6 FEay
Cach and cash squivelents at 31 Diac’ 1.121,695 0BG DB
Crgh and cuph squvelents compriss
- cmsh and Balancas ot canirel banis 233,740 276,857
= meE n e courss of collacbon from othar benice 28,957 21,652
= lopna snd advences to banis of ong manth o less m_,‘.w a6 Bot
- fl BetEmant pocounta and cash collatan| mﬂ o BE0
- PaveTEe Mpunchingy Bgseamants with Banks of ons month of hee 286,100 L]
= tramsury bills. other bils and carbifioates of deposit s then thra montha 178,952 114, 784
- laps damna 0 the coeres of tren on to ofar banka {23,073) 6.201)
Cach and cash squivelents at 31 IJt_c1 1.121.695 0BG DBL

Intarast receivad was HEK$1E1,300m (2021 HKS133,964m), interast paid was HK$S0,8T3m (2021: HK326,553m) and dividends received

ware HKSE,97 Tm (2021 HKSS 592m),

T Changes in suborainared loan capital {including rhose issued fo group companias) during the year inciuded amounts from ssuance and
repayments 4 presented above, and nor-cash changes from foreign exchange loss of HKE1,891m in 2022 (202 1: exchange loss of HER49dm)
amd fair value loss after hedging of HKS25 579m wn 2022 (2021 HKET, 768m loss). These halancas are presertad Undar “Amounts due fe Group
companies’ in the consolidated balance sheet

2 A 31 December 2022, HKSTET 252m (2021: HES 128 756m) was not avaiable for use by the group, of whieh HKSE5,026m (2021 HKEE7,340m)
revated fo mandatory depasits ot Certral banks.
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Consolidated statement of changes in equity
for the year ended 31 December

Cher reserves
rthar Financini Cash Tatal
equity Fropesty assemmat  flow  Foreign share Ham:
Share  instru-  Aewined  rovalestion YOl hedge exchangs halders”  controlling Total
capital’ ments  eamings reserve  feserve reserve  reserve  Other’ equity  Imterests sguity
e HE§m  HK&m HEfm HKEm Hefm  HE§m HEEmMm  HKEm HESm HK$m HESm
At 1 Jan 2022 172,335 44615 468,055 B4, 000 3.B69 15 {71307 89,922 A56,809 86,702 923,511
Profit for tha yaor - = 78245 - - - - = T8.245 38%9 82104
Gher comprabananm noomadapenes]
Arvat o e - - 4,772 3,646 (14,774} (1,639 (31,351) 200 (39,148) (1.008) {40,154)
= debt instrumants st fsir i ! !J
through ot r comprahgnane neoma - = = =1 13 - - = | {13, (211} {1387
- Eduely FsErurnan e dadagniatad of Tar

vala through other comprabensns

T - - - - T45 - - - 745 120 BES
— Gesh Mow hadges = = = = = | 11.839) = = (838} (3aey  (1,965)
— &hanges m Tai vahey of fnanssl

I it iagiated Bl fnir valus

upon irtial racagrtron ansrg from

changes inown credit ek - - 4,590 - - - - - 4,590 2 4,588
- propary eavelopbon - = = 1,646 = - = = 3,846 217 3863
=~ romianFuremant of dafined banafd

e il = = 131 = = = = = 1 te 153
= shane of other compratanans

incomafsxpanss| of sesocinfen ond
__pint ventuead = = = 21 = = 200 | (1.964) =
- wmtharga ditfatirces - - _ - - —| {31,351} — | (31,351 [Fooy {32,051
Total comprabmnzive incoma’
(enpense) for the year - =  B3017 J6a6 (14,774} (1.639) (31,351) 200 39,085 2051 41,850
Smans wmad’ 7.846 = - - - - - —  1.848 — 7,848
T aguity metumants eeued - 7N = = - = = = 7.7711 = 7.771
Dinidamds to shargholders® - = {34.821) - - = = —  [3a.821) {2,845) (37,668)
Movamant n easpest of shnsa-Dassed
DOYMENT AEMBNRgarmants - - 135 - - - - {137 [Fd] 13 11
Tearsdars and athar mowsments® - - [2.868) {3,408 43 ()] - 4,532 {1.3823) [(7Fre {2080}
At 31 Dec 2022 180,181 52,386 533518 65,148 (10,862) (1.487) (36,481) 94,917 87%.320 65,943 941,263
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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
Ctvar Peopsiny FRLE%E DT floaw Fitagn - LU

Snars aquity  Ratsinad  nivalsation PVOCT hedps  axchanpa holdan”  conming Total

capital'  Fatuments samings raRanda WA TSN A Oxhar’ iy NARRETR iy

HIKSm HK3m HEgem HE$m HESm  HK§m HE3M  HKEm HREm HEEn HESm

At den 2021 1P2A05 44816 470,200 B5,75% 0,B8% IR 0GRS BE L0 B45 353 2178 ANEM

Prafit for the yase - - ET.340 - — — - —  EAL34E B.200 Ti.5an
Oiinar comprehargos nooemal

faaparia) fnat of tnxd - - 1,160 45658 .50l 1) S.66R &5 1616 1118] 2087

= dabt metruments ot fair vales
shuough othar comprahansss
S0 - - - - RLTTE - - - (<& 2341 A.006)
- BGQuity MELNamMants desgnatad a1
faw walsa through othar
COMgahangag aoomE - - - - &N - - - w7 [FC 50 | < e
- caeh flow Madpes 2 = == E= = E12) = == &3] @] e
- changas =1 fair valkse of firarcal
lintbhas dsmgrated at far vakia
upon inbisd recogniban aneng

from changes n own credit sk - - = - - - = - B2 i (5]
- propary rvahoston - - - 4364 - - - - 4,558 413 430
= ramassiramant of Selned

biermilit mesatmtldy - - B12 - - - - - 612 112 Fdd

= share of othar comprabansss
imcoma of sssccieten snd jaint

variLres - - Fi - B0 - - &G BIE - BSE
- axdhangs ddlerenies — — — — — — 5.0 — .66 416 3,87
Tatal somprabansng meomal
(eapanisa) fas tha waar - - BE A0 #5058 5,582 [E13] ol L] (R 0,082 7,545
Dividands 1o shamholders! - - 2,105 - - - - - B, 1061 [4.418] (53,528
Mavamant in respect of sharns
beped pRYANT BIMBNgaMants - - ikl - - - - k] | 1£] 4]
Tiernlers and othar mavemants” - = (eEd) R ] - = A 08 740 |18 =]
At 31 Dae 2001 1733355 44816 RS 06S E@m 3,655 185 7150} 89582 985,809 BS, M 933611

T Ordinary share capital includes preference shares wiich have been redeerned or bought back via paymaernts out of digtribudable profits in previous
years, Dunng 2022, 3, 138 4m new ordindry SHares were maied a7 an ssue price of HKS25 sach,

2 Durimg 2022, an additional ver 1 capital instrurnent was issued amourded to USE1000m an which there were USETOm issue cost

3 The other réservés mainly comprisg share of astocutes’ ather resérves, purchaze premium anizing from transfer of business from fallow
subsdharias, propemy revaluanon recerve relating ro rransfer of properties ro & faliow subsslany and the share-based paymernt rasarve. The share-
bazed payrment resenve i used fo record the afmount releting o share awards and options grarmed (o employees of the group directly by H58C
Haclings ple.

4 Incleding distnbutions paid on pevpetual subordinated loans classifed a5 equity under HKFRS,

5 The mcwernsnts Inciude Iransfers from retained earmings 10 other réservas i ASS0CaTtas Scoanding 10 I00al réquistary Fequirements, and from rhe
DrOperTy revaiuation resensg fo ratained earnings in relation to dapreciation of revalued properties.
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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 consohdated financeal statements of The Hongkong and Shanghai Banking Corporation Limited (“the Bank') and its subsidianes
{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.

Standard: edopted dunng the year ended 31 December 2022

There were no new accounting standards or interpretations that had a significant effect on the greup in 2022, Accounting policies have
baen censistantly applied to all the years presentad, unless otherwize stated,

{b) Future accounting developments
Minor amendments to HKFRSs

The HKICPA hae publiched a number of miner amand ments to HKFRS: that are affactive fram 1 January 2023 and 1 January 2024, The
group axpacts they will have an insignifica nt affect, when adopted, on the Conzolidated Financsal Stataments,

Newr HKFRS:
HKFRS 17 “lnsurance Contracts”

HKEFRS 17 ‘Insurance Contracts’ is effective for annual reporting parieds baginning on or after 1 January 2023 and iz applied
ratrespactivaly,

HEFRS 17 sets aut the requiramants that the group will apply in accounting for insurance contracts it iscuas, réinsurance contracts it
holds, and invastment contracts with discretionary participation features.

The group is at an advanced stage in the implamentation of HKFRS 17, having put in place accounting policies, data and models, and
madae pregrass with preparing 2022 comparative data. Balow are set out our axpectations of the impact of HKFRS 17 compared with our
currant accounting policy for insurance contracts, which iz set out in paliey 1.2{j) an page 93

Undar HKFRS 17, no prazent value of in-force buziness {"PVIF'} azzet iz recognized. |nstead, the measurament of the insurance contracts
lmbality s based on groups of insurancs contracts and will include fulfilmeant cach flows, as well a3 the contractual service margin
{'CEM'}, which represents tha unearned profit.

Teo identify groups of insurance contracts, individual contracts subjact 1o similar doeminant risk and managad togather are idantified az a
partfolio of insurance contracts. Each portfolio is further separatad by profitability group and issue date into penodic cohorts.

The fulfilment cash flows compriza:

= tha best estimates of future cazh flows, including amounts expacted to ba cellected from pramiums and payouts for claimsz, banefis
and axpanzasz, which are projected uzing sszumptions bazed on damegraphic and cparating expariance;

= an adjustmant for the tima value of monay and financial ricks azzociated with the future cazh flows; and
= an adjuztrmant for nen-financial rick that reflacts the uncartainty about the amount and timing of futura cazh flows.

In contract to tha group’s HKFRS 4 accounting whera profite are recogniced upfront, tha CSM will ba systamatically recognized in
ravenue, a5 services are provided over the sxpected coverage pariod of the group of contracts without any change to the overall profit of
the contracts. Losses resulting from the recognition of onerous contracts are recogned in the income statemaent immediately

The CSM iz adjusted depanding on the measuramaent model of the group of inzurance contracts. While the genaral measuramant model
{'GMM’') iz the dafaull meazurermant medal undar HKFRS 17, tha Greup expects that the majority of itz contracts will be aecountad for
undar the variable fas approach ("VFA'), which iz mandatory 10 apply Tor insurance contracts with direct participation features upon
maeating the ekgibility criteria,

HEKFRS 17 requires antities to apply HKFRS 17 retrospectively as if HKFRS 17 had atways been applied, using the full retrospective
approach "FRA') unless # is impracticabla. When FRA iz impracticable such as when there iz a lack of sufficient and reliable data, an
antity has an accounting policy choica te uze aither tha modified retrespactive approach ("MRA’) or the fair value approach ('FVA’). The
group will apply the FRA for new business from 2018 at the sarbest, subject to practicability, and FVA for the majonty of contracts for
which FRA iz impracticable, VWhere the FVA is used, the measurament takes into account the cost of capital that & market partcipant
within the jurizdiction weuld be expacted to held bazed on the ascet and lisbility positions on the transition date.

The group will make usza of the option to re-dazignate aligible financial azsets hald te support incurance liabilities currently measured at
amortized cost, as financial assets measured a1 fair value through profit or boss. Fellowing re-designation, interest income earned on
thess financial assets will no longer be shawn in "net interest income’, and will instead form part of 'net incomef{axpanze) from assets
and labilities of insurance businasses, including related derivatives. measured at fair value through profit or loss” in accordance with the
greup's incoma and axpensa polcy set out in Note 1.2(b) en page 57.

The group will alse make use of the rizk mitigation option for 8 number of econemic offzets between the VFA contracts and reinsurance
eontracts hald that maet the requiramants.

Irmpast of HEKFRS 17

Changes to aquity on transition are driven by the elimination of the PVIF azzet, the re-designation of certain aligible financal assets in the
scope of HEFRS 9, the remeasurement of insurance liabilities and assets under HKFRS 17, and the recognition of the CSM.
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Notes on the Conzolidated Financial Statements

HEFRS 17 requires the use of current market values for the measuremaent of insurance liabilities. The sharehelder's share of the
invagtmant expariancea and assumption changes will be abzorbad by the CSM and released cver tima to profit or loss under WVFAL For
contracts messurad under GMM, the charaholder's chare of the invasimant volatility iz recorded in profit or loss 85 it arices, Under

HEFRS 17, operating expanses will be lower as directly atiributable costs will be incorporated in the CSM and recognized in the
insuranca carvica rasult.

Whila the profit over the life of an individual contract will ba unchanged, itz emergence will be later under HEFRS 17,
All of these impacts will ba subject to defarred tax.

Estimates of the cpening balance sheat as at 1 January 2022 have been calculated and are presanted below, showing separately the
impact on the 1o1al assats, liabilities and equity of our insurance manufacturing operations and group equity. These astimates are based
on accounting policies, assumptions, judgements and estimation tachniques that ramain subject to change.

Imipact of transition o HEFAS 17, st 1 Janusry 2022 Irsurance manuTectuning operasons arsup
Azcets Linbllities Equity Equify
HH §ibey HHfbn HHfbn Hhsﬂ_
Brence shaat waiven ot 1 Janosry 2022 under HXFRE 4 [l ] 719.5 1137 9215
Aarnerval of PVIF" 163.8) e (83.8) 153.8)
Aapacermant of MEKFAS 4 labiltbes with HKFRS 17 {345 S57.8 {681.2) {54, 3)
— Aamovel of HKFAS & listsditan and reco rding of HKFRS 17 fulf iment cash 13.;;] 5.7} :I.:J 2.7
T - ain e e
Rernaesursmart affact of HEFRS S re-designations 381 = 381 281
T il fae21® 3.6 {10.5) 14.1 14.6
Estimated balancs shest valies &t 1 January 2022 under HEKFRS 17 BO7r.7 TEE.0 309 a1

*  PUIF of HKSE3 Bbn less defarred tax of HKS 10 5bn constiute the overall estimated reduction in imtangible assets, after tax, of HE$53. 300 on
rranstion o HIFRS 7,

The group's accounting for insuranca contracts considers a broader set of cash flows than thoze arsing within the insurance
manufacturing entitiez. Thic includes the affect of aliminating intra-group fees azsociated with diztribution of policies through the group’s
banking channel and directly attributable coztz incurred by othar group entitiez. Thasa facters lead 10 an increaze to the group CSM after
inclusion of distribution activities of approximately HKE2.2bn, with a consequential reduction to group equity of approximately HK32 . 6bn
aftar the inclusion of defarred tax.

(e} Foreign currencies

temsz included in each of the group's entities are measured using the currency of the primary economic envirenmaent in which the antity
oparatas (the “functienal currency’). The group’s conselidated financial statements are prasantad in Heng Kong dollars.

Transactions in foreign currencies are recorded at the rate of exchange on the date of the transaction. Assets and labkilites denominated
in foreign currancies ara translated at the rate of axchanga et the balance chest date axcept non-monatary ascets and liabilities meazsured
at histencal cost which ara translated using the rate of exchange at the initial tranzaction date, Exchange diffsrences are included n othar
comprehensive income ('OCI°) or in tha income statement depending on where the gain or loss en the underlying item is recognized.

In the Consolidated Financial Statements, the assets, labilities and results of foreign operations whose functional currency is not Hong
Kang dollars are tranclated into the group’s presentation currancy at the rate of exchangs at the balance sheet date, whils thair rezuliz
are translated into Hong Kong dollars at the avarage ratas of axchange for the raporting peried, Exchange differences aricing are
recognized in OCI, On dieposal of a foreign operation, exchangs differances previcusly recognized in OC| are reclassified to the income
statemeant.

{d}) Presentation of information

Carain disclosures raquirad by HKFRS: have been included n the sactionz marked az " Audited’) in thiz Annual Raport and Aocounts az
follows:

* Consolidated income staterment and balance sheat data by reportable segmants are included in the 'Financial Review' on page 16 as
specified as "Audited’.

* Disclesures on "Financial inztrumants impacted by IEOR reform’ are included in the 'Top and Emearging Rizks' section on page 25 az
specified as "Audited'.

+ Dizclozuras concarning the nature and extent of risks relating to banking and insuranca activities are included in the 'Rick’ sacticn on
pagez 31 to 61 and pages 68 1o 72 as specified as 'Audited’

+ Capital disclosures are included in the Treasury Risk’ section on pages 53 to 54 as specified as "Audited’

In accordance with the group’s palicy to provide dicclosures that help stakeholders understand the group's performance, financial
pestion and changes to them, the infarmation provided in the Risk section goes beyend the minimum levels required by accountmg
standards, statutory and regulatery requirements. |n addition, the group assesses good practice recommendstions issued from time 1o
tirme by ralevant regulators and standard setters and will azsess the applicability and relevance of such guidance, enhancing disclosures
whare appropriate.

{e#) Critical accounting estimates and judgements

The preparation of financial infoermation requires the use of estimates and judgemants about future conditiens, In view of the inhernent
uncertainties and the high lavel of cubjectivity involvad in the recognition or meazuramant of fems highlighted as the critical accounting
astimates and judgements in Mote 1.2 balow, it iz possible that the outcomaes in the neoa financial year could differ from those on which
managemant’s estimates ara based, This could razult in matarally differant sstimatas and judgemants from those reached by
managamant for tha purpoces of tha Conzohidated Financial Statemants. Manageament's salection of the group’s aceounting policies that
contain critical estimates and judgemants reflects the materiality of the items to which the policies are applied and the high degree of
judgemeant and astimation uncartainty invabiad,

Management has considared the impact of cimate-related risks on the group’s financial position and parformance. While the affects of
climata changa ara a courca of uncenainty, as at 31 December 2022 wea do not considar thare to be & material im pact on our critical
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judgements and estimates from the physical, transition and cther climate-relatad risks in the shert to madium term. In particular
managamant has considarad the known and obsenable potantial impact of climate-related risks of associated judgements and eastimates
in our value in use caleulations.

ifi Segmental analysis

The group’s chief operating decision-maker iz tha Executive Committes, which operates as a ganaral managemant committes under the
direct authority of the Board. Oparating segmantc are reported in a manner consistant with the internal reporting provided to the
Executive Committen,

Meazurement of sagmental aszets, iabilities, income and expenses is in accordance with the group’s accounting policies. Sagmental
incgma and axpanzes include transfars betwean segments and these transfers are conducted at arm’s langth. Shared costs are included
in zagmeantzs on the baziz of the actual rachargas mada.

{g) Ooing eoncern

The Congolidated Financial Statements are prepared on a going concern basis, as the Directors are satisfied that the group and parent
company have the rezources 1o continua in butinass for the foresesabla future. In making thizc azsezement, tha Directors have conzidarad
& widae range of information relating to prezant and future conditions, ineluding future prejections of profitability, cazh flewee, capital
raquiremants and capital resources, These considerations include stressed scenarios that reflect the uncertainty in structural changes
from the Covid-19 pandemic, the Ruszia-Ukraine war, dizrupted supply chains globally, slowar Chineze aconomic activity, climate change
and other top and emarging risks, ac wall as from the related impactz on profitability, capial and liquidity.

1.2 Summary of significant accounting policies

{a) Consolidation and related policies

Investments in subsidiaries

Where an entity is governed by voting nights, the group conzolidates when it holds, directly or indirectly. the neceszary voling nghts to
pase razolutions by the governing body. In all other cazaz, the accecsrmant of contral iz mara complax and requires judgemant of athar
factors, including having exposura to varia bility of returnz, powar to direct relevant activities and whathar power iz hald az agent or
principal.

Business combinations are accounted for using the acquisition method. The amount of non-controlling interest is measured either at fair

value or a1 the non-contrelling interest’s proporticnate share of the acquiree's identifisble net assets. This election is made for each
buzinest combination.

The Bank's invastrmants in subzidianez are stated at cost less impairmant losses.
Goodwall

Goodwill is allocated to cash-generating units ('CGL') for the purpose of impairmant testing, which = undertaken a1 the lowaest level at
which goodwill is moniterad for internal managamant purpocasz. Impairment testing ic perfermed at least once a year, or whanever thara
iz an indication of impairmant, by cemparing the recoverabla amount of a CGU with itz carrying smount.

Interests in associates

The group classifies invastmants in entities over which it has significant influence, and that are neither subcideares nor point
BFaNgamants, a5 attociates.

Imvaztrmeants in ascociates ara racegnized using the equity mathod. The attributabla chare of the razultc and resarves of azcociates
included in the censelidated financial statements of the group based on enher financial statemants made up 1o 31 December or amounts
adjusted for any matarial transactiens or events cecurring betwaan the data tha financial staternents are available and

31 Decambar.

Invastments in associates are ascassad at each raporting date and tested for impairmant when thera iz an indication that the investrmaent
may be impaired. Gocdwill on acquisitions of mterests in associates is not tested separately for impairment but is assassed ac part of the
carrying amount of the investment,

Critkcal accounting estimates and judgemants

The most significant critical sccounting estimates relats 10 the ssseszment of impairme nt of our imvestment in Bank of Communcatons Co. Limited
I"BaCom’], which inwohis exbmatans of vilug m use

Juidgamients Estimates

&  Thea ViU calculaton uges discaunted cash flow projections basad on Lt gk el AT
best espmaes of future éarnngs evabable o ordingry shorsholders prepaced in
accordance with HIKAS 36

* Koy aRsUmplions ane used in estimatng BoCom’s value in uss, the sansitivity of the
value & uge cafculanons o differentassumpons and & sen@iraly snabyss thet
shows the changes in kiy asEumplions hat would redecs the @ocess of value in e
o7 The CHETYNG Bmddn T {1he “hebd room”] 1 nil 8 described in Note 14

ib) Income and expense
Ciperating income
fnterest income and expanse

Interest income and expense for all financial instruments, excluding those classified as held for trading or designated at fair value are
racognized in ‘Intarest incoma’ and “Interest expanze’ in the income statameant using the affactive interest method. Hewevar, az an
axcaption to this, intarest on debt inctrumenis iczuad by the greup for funding purposes that are dasignatad under tha fair value option to
reduce an accounting mismatch and on denivatives managed in conjunction with those debt instruments is included in interest axpense

Interast on credit impaired financial assets is recegnized using the rate of interest used to discount the future cash flows for the purpese
of maazuring tha impairmant locs.
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Notes on the Conzolidated Financial Statements

Non-interest income and expense

The group ganerates fea income from sarvices provided at a fined price over time, such as account sarvice and card fees, or when tha
group dalivars a spacific transaction at a peint in time such as broking sarvicas and importfexport carvices. With the excaption of certain
fund managameant and parfermance feas, all other fees are generated at a fived price. Fund managemant and performanca feas can ba
wariable depending on the size of the customer portfolio and the group’s performance as fund manager. Variable fees are recognized
whan all uncertainties are resolved. Fas income is generally sarned from short term contracts with payment terms that do not include a
cignificant financing companeant.

The group acte az principal in the majority of contracts with customers, with the axception of broking services, For brokerage tradez
whare the group acit az an agant in the tranzaction it racognices broking incoma nel of fees payabls 1o other partiaz in the arrangemant.

The greup recognices fees sarnad on transaction-based arrangements a1 8 point in time whean it haes fully pravided the sarvica te tha
customar. ¥Whare the contract requires senices 1o ba provided over time, incoma is recognised on a systematic basis over the life of the
agreameant.

Whera tha group offers a package of zervices that coentains multipla non-distinct parformance cbligations, such az those included in
account carvice packages, the promiced servicas are ireated ac a singla parformance abligation. If a package of servicas containz distinet
parformance oblgations, such as those including both account and insurance services, the cormesponding transaction price i5 allocated to
sach parformance obligation bazed on the astimated stand-alone salling prices,

Dividend incoma is recognised whan the nght to recaive payment i astablished. Thiz is the ax-dividend date for listed aquity securities,
and uzually the date whan shareholders approve the dividend for unlicted aquity securities.

ket incomeafaxpanse) from financial instruments measurad at fair value through profit or less includas the following:

* 'Mat incomea from financial ingtrumeants held for trading or managed on a fair value basis’. Thiz comprizes net trading income, which
includes all gains and loztes from changet in the fair value of financial azzetz and financal labilities hald for trading and ather
financial instruments managed on a fair value basis, together with the related interest income, axpense and dividends, excluding the
effact of changes in the credit nisk of liabilitiss managed on a fair value basis. it alse includes all gains and losses frem changes in the
fair valua of darivativas that are managed in cenjunetion with financial assetz and liabilitiaz maasured a1 fair value through profit or
loss.

+ ‘Net incomedaxpensel from assets and liabilties of insurance businesses, including related dervatives, measured at far value through
profit or loss’. This includes interast income, interast expense and dividend income in respect of financial assets and liabilities
rmaazurad at fair valua through profit or lozs; and those derivativez managed in conjunction with the abowve that can be saparately
identifiable from other trading derivatives,

*+ ‘Changas in fair value of designated debt instrurnants and related derivatives'. Interast paid on debt instrumants and interast cash
flewrs on ralated denvatives 15 prasented in intérest expense where doing so reduces an accounting mismatch,

+ 'Changes in fair value of other financial mstruments mandatenly measured at fawr value through profit or lozs', This includes interest
on instruments that fail the solely payments of principal and interest ('SPPI') test, See (d) below,

The accounting pelicies for insurance pramium income are disclosed in Mote 1.2(])
(e} Valuation of financial instruments

All financial instruments are indially recognized at fair value. Fair value iz the price that would be received to sall an aszet or paid te
transfer 3 liability n an orderly transaction between market participants at the measuremaent date. Tha fair value of a financial instrumaent
on initial recognition iz ganerally itz tranzaction prica (that iz, the fair value of the consideration given or recaived). However, if thare ic a
difference betwesn the transaction price and the fair value of financial instruments whose fair value is baced on a quoted price in an
active market or a valuation technique 1hat uses enly data from observable markets, the group recognises the differance as a trading gain
or loss at inception ('a day 1 gain or boss’). In all othar cases, the antire day 1 gain or loss is defarred and recognised in tha incoma
etatemant over tha life of the transaction until the transaction matures, it closad out, the valuation inputs bacama absarvabla or the
group anters into an offsatting tranzaction,

The fair value of financial instruments is generally massured on an individual basis. However, in cases where the group manages a group
of financial assets and liabilities according to itz net market or credit risk axposure, the fair value of the group of financial instruments &
maeasured on a net basic but the underlying financial assets and liabilities are presanted separataly in the Congsolidated Financial
Swaternante, unlezs they satizfy the HKFRSs offsetting critaria.

Critical sccounting estimates and judgements

The magndity of valuston mechmigues employ only obeanable marketdat, which i@ ssdumed o inclode the powEnnal effects of & vanely of facwi including
climas-reiaed ks Howeved, cartmn hnancial insttuments aie clasntied on the bess of valuation 1Bchnigues that featung ons of mofe ssanifican T market
mpute that are unobsanvable, and for tham, the messuremeant of tan valws & mode judgemental

Judgamsnts Extimamtes

= An nstrument in is entirety 1§ classified as valued using sagnificont unobsenable s Detmils on the group’s level 3 fmancial instrumens snd the
inputs if, in the opmicn of management, a significant proportion of the instrument’s songitity of their valustion o the effect of spplying remsonnbby
ncaphion profit or greaw:s tan 5% of the metiumant’s valuabon & disen by posgibke AltEnmate sEumpbong in determining their fair waiue
umsbaanmble mputE aie BT 00T In Now 35

= “Unobssrvable” m thes context means thar there & it of no current msket dats
availab e from which o desrmine the price atwhich an arm’e length ranescnon
winhd be ksl woooecud, I genedally does AOT Madn that thate & no data ivalabls
Bl Al ypon whech D bage 8 delsrmmanon of fair value [consans uE przing aam
may, lor example; e used)

{d} Financial instruments measured at amortised cost
Financial assets that are held to collect the contractual cash flows and which centain contractual 1erms that give nise on specified dates

to cach flowes that are solaly payments of principal and intarest are measurad at amortized cost. Such financial assatz include most loans
and advances 1o banks and customears and somea dabt cecuritias, In addition, most financial liabilities are maasurad a1 amoniced cost,

88 The Hongkeng and Shanghal Banking Corporation Limited Annual Report and Accounts 2022

299/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

The group accounts for regular way amartized cost financiil instruments uzing trade date accounting. The carrying value of these
financial assets at initial recognition includes any directly attnibutable transactions costs.

The group may commit te undarwriting leans on fixed contractual terms for spaecified periods of time. When the lcan arizing from the
landing commitmant is expacted to be sold shortly after srigination, the commitmeant to land is recordad as a dertvative. When the group
intends to hold the loan, the loan commitment is included in the impairmant calculations set out below.

Man-trading réverse repurchase, repurchase and similar agreenenis

When debt securities are sold subject to 8 commitment 1o repurchasze tham at a pradetermined prica (‘rapos’), thay ramain on the
balance sheat and a liabkility is recorded in respect of the consideration received. Securities purchased under commitments 1o resell
{'ravarse repos’] are not recognised on the balance sheet and an asset is recorded in respect of the initial censideration paid. Nen-trading
rapos and reversa rapos ara measured at amerniced cost. Tha differance batweean the cala and repurchasze prica, or batwaan the purchaca
and rezale price, is treated as imerest and recognsed in net interest income over the ife of the agreemaent,

Contracts that are aconamically equivalant to reverse rapo or repo agreameants (such ac cales or purchaces of debt securities antared into
togethar with total return swaps with the zame countarparty) are accounted for similarly to, and prasented together with, rverse repo or
rapo agreamants.

(e} Financial assets measured at fair value through other comprehensive income ('FYOCIT)

Financial assets hald for a business model that is achmved by both collecting contractual cash flows and selling and which contain
contractual tarms that give rize on cpecified dates te cazh flows that are zolely payments of principal and interest are meazured at FVOCI
These comprice primarily dabt securities. They ara recognicad on the trade date whan tha group entars into contractual arangamants to
purchase and are normally derecognised when they are either sold or radesmed. They are subsequently remeasured at fair value and
changas tharain {axcapt for thosa relating to impairmant, interast income and foreign currency axchange gains and logses) are
racognisad in OC| until the azsets are sold. Upon disposal, the cumulative gains or losses in OCl are recognisad in the incomea statamant
at ‘Gaing lazs lossas from financial instruments’. Financial aszets meacsured at F\VOCH are included in the impairment calculations 81 out
balow and impairment i recognisad in the income statemant.

ifi Equity securities measured at fair value with fair value movements presented in OCI

The squity securities for which fair valus movements are shewn in OCI are business facilnation and other similar investmants where the
group holds the investments other than to generate a capital return. Gains or losses on the derecognition of these equity sacurities are
not transferrad to the income statement. Dividend incomae is recognised in the income statemant.

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

Financial instrumeants, ethar than thosa hald for trading, ara elaseifiad in thic category if they meet one or mora of the criteria sat out
balow and are 5o designatad irrevocably at inception:

* The usa of tha designation ramavaes or significantly reduces an accounting mismatch.

* A group of financial azsets and liabilities or a group of financil liabilties iz managed and its parformance iz avaluated on a fair value
basiz, in accordance with a documantad risk managament or invastmant stratagy.

* Tha financial liability containz one or mora non-clesaly related ambedded darvatives.

Dazignated financial aszets are recognized when tha group antars into contracts with countarpartias, which iz genarally on trada data,
and are normally derscognized whan the rights 1o the cash flows expire of are transfarrad,

Dazignated financial liabilitiez ara recognicad whan the group enters inte contracts with countarparties, which iz genarally on cettlamant
date, and are normally derecognised when extinguished, Subsequent changes in fair values are recognised in the income statement in
‘Mat incema from financial instruments held for trading or managed on a fair value basis” or ‘Mat incoma/f{axpansa) from assets and
lmbilities of msurance businesses, including related derivatives, measurad at fair value through profit or loss’ or "‘Changes in fair value of
dasignated debt and related dervatives’ axcapt for the affect of changes in the liabilitiaz' ereda rick whieh 2 prasantad in OCI, unlazs that
traatment would create or enlarge an accounting mismatch in profit or loss.

Undarthe abeve criterion, the main claszes of financial nstruments designated by the group are:
* Dabt instruments for funding purposes that are designated to reduce an accounting mismatch, The interest andlor foreign exchange

axposura on certain fived rate debt securitias issued has bean matched with tha interazt andlor foreign exchange axposure on cartain
swaps as part of a documeantad risk managament siratagy.

* Financial assats and financial liabilities under wnit-linked and non-linked investmeant contracts. A contract under which the group doas
not accept significant msurance risk from anather party iz not classified s an insurance contract, other than invastment contracts
with discraticnary participation features ('DPF'), but iz accounted for as a financial liability. Customer liabilities under Enked and
cartain nen-linked investment contracts issued by insurance subsidiaries are determined based on the fair velue of the assets held in
tha linkad funde. If no fair value designation wae made for the ralated acsete, at least coma of the asseis would atharwice ba
measured at either fair value through OCI or amortised cost. The related financial assets and linbilities are managed and reported to
managemant on a fair value basiz, Designation at fair value of the financial assets and related labilities allows changes in fair values
to ba recorded in the income statemeant and prezented in the cama lina.

= Financial liabilities that contain both depozit and derivative componants: Thaze financial liabilities are managed and thair parformanca
evaluated on a fair value basis

th} Derivatives

Darivatives are financial instrumeants that darive thair value frem the price of undariying items such az aquitiasz, interast ratas or othar
indicas, Darivatives are recognised intially and are subsequently meassured at fair value through profit or kess. Dematives are classified a%
assets when their fair value = positive or a5 labilties when their fair value iz negative, This includes embadded denvatives in financial
liabilitiag which are bifurcated from tha hest centract when they meat the definition of a derivative cn a stand-alons basis.

Whera the darivatives are managed with debt securities izcued by the group that are decignated at fair valua whera doing e reduces an
accounting mizmatch, the contractual interest is shown in ‘Interect axpanca’ tegethar with the intarest payable on the issued dabt.
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Notes on the Conzolidated Financial Statements

Hedge accounting

When derivatives are not pan of fair value designated relatienzhips, if held for rick management purposes they are designatad in hadge
accounting relationships whaera the required criteria for documentation and hedge affactivenass are mat. The group uses thase
darivativas or, whera allewed, sther non-derivative hadging instruments in fair value hedges, cazh flow hedges or hadges of net
invaztmants in foreign operations az appropriate to the rick baing hedged,

Falr valua hadge

Fair value hedge accounting does nat change the recerding of gainz and loesses on derivatives and other hedging instrumeants, but razuls
in recognising changes in the fair value of the hedged assets or liabilities attributable to the hedged risk that would not otherwize be
recognized in the income statement. If a hedge relattonship no longer meets the criteria for hedge accounting, hadge accounting is
dizeontinued and tha cumulative adjustrmant to the earrying amount of the hadged item iz amoniced to the income ctatemant on a
recalculated effective interest rate, unless the hedged item has been derecognised, in which case it is recognised in the income
statemant immedataly,

Cash fow hedge

Tha affective portion of gains and losses on hedging instrumants is recognised in OC1 and the ineffective portion of the changa in fair
wvalua of derivative hedging instruments that are part of a cash flow hedge relationship is recognised immadiately in the income
statemant within ‘Net incoma from financial instrumants hald for trading or managed on a fair value baziz’. The accumulated gains and
laszes recognised in OC! are reclassified to the income statemaent in the same penods in which the hedged fem affects prafit or koss,
When a hedge ralationship is discontinued, or partially discontinued, any cumulative gain or loss recognced in QG remains in equity wntil
the foracast transaction is recogniszed in the incoma ctateament. YWhan a forecast trangaction i no lengar axpectad to cccur, tha
cumulative gain or loss previoushy recognised in OCI is immediately reclassified to the income statement.

Derivatives that do not qualify for hedge accounting

MNen-qualifying hedges are danvatives antered into as sconemic hadges of aszets and labiitiaz for which hadge sccounting was not

applied
{i} Impairment of amortised cost and FWOCI financial ascets

Expactad credit loezes ("ECL’) are recognized for koans and advances to banks and customars, non-trading revarse repurchase
agresments, other financial assets held a1 amortised cost, debt instruments measured at fair value through ather comprehensive income
{"FVOCI), and cartain loan commitments and financial guarantes contracts, At initial recognition, an allowance (or provision in tha cace of
soma loan commitmants and financial guarantess) is required for ECL resulting from default events that are possible within the next 12
months (or lass, where the ramaining lifa is lazs than 12 months) (112-month ECL. In the event of a significant increaza in credit rick, an
allewanea (or provizion) iz required fer ECL resulting from all pozeible dafault evantz over the axpectad lifa of tha financial instrumant
{"lifetime ECL"). Financial assets where 12-menth ECL is recognised are considered to be 'stage 1°; financial assets that are considered to
hawe experienced a cignificant increase in credit rick are in "ctage 2'; and financial azzets for which thare ic cbjective evidence of
impairmant so are conzidered to ba in default or othanwice credit-impaired ara in "stage 3°. Purchazed or originatad cradit-im pairad
financial assets {'POCI') are treated differently as set out balow,

Cradit-impairad (stage 3)

The group detarmines that 8 financial instrumaent iz credit-impairad and in stage 3 by conzidering ralavant objective evidanca, primarily
whather contractual payments of ather principal or intérast are past due for more than 90 dayve, there are other indications that the
borrower is unlikely to pay such as that 8 concession has been granted 1o the bormower for econemic or legal reazens relating to tha
borrewear’s financial condition, or the loan iz otherwise considared to ba in defauklt.

If such unlikelinass te pay i not identified at an earliar stage, it ic deamad to cccur when an axposure is 30 days past due, even whare
regulatory rules permit default 1o be defined based on 180 days past due. Therefore, the definitions of credit-impaired and default are
alignad as far as poscible so that stage 3 reprasents all loans that are considared defaulted or otherwiza credit-impained.

Interast incoma is recognesed by applying the effactive interest rate 16 the amortised cost amount, 1.8, Qross canrying amount less ECL
allowanca.

Write-off

Financial assets (and the related impasmaent allowances) are narmally witan off, either partially o in full, when thers & no realiste
prespact of recovery. VWhaere loans are secured, thiz is genarally aftar recaeipt of any preceeds from the realization of zecurity. In
circumstancas whara the net realisabla value of any collataral has bean determined and thera iz no reascnabla axpactation of further
racovary, writa-off may ba earlier,

Forbearance

Loans are identified as forbome and classified as either parforming er non-parferming when the group modifies the contractual tarms
dua ta financial difficulty of the borrowar, Non-perfarming forborna loans are ctage 3 and elaczified az non-parforming until thay meat the
cure critaria, as spacified by applicable credit nsk policy (for eample, whaen the loan s no longer in default and no other indicators of
default have been present for at least 12 months). Any amount written off as a result of any modification of contractual terms upen
antaring forbearanca would not be revarsad,

In 2022, the group adopted the EBA Guidalinaz on the application of dafinition of dafault for cur retail portfolios, which affects credit rick
pelicms and our reperting in respect of the status of loans as credit impaired principally due te forbearance {or curing thereof), Further
details are provided under ‘Forbome loans and advances” on page 32,

Parforming forborne loans are initially stage 2 and remain clazsified as forborne until they maet applicables cure criteris (for sxample, they
continua te not ba in defaul and no other indicators of default are pracent for a pericd of at leazt 24 menths). At this point, the loan iz
aither stage 1 or ctage 2 sz determined by comparing tha rick of a default cccurring at the reporting data (baced on the modified
contractual tarms) and the rizk of a defaul cccurring at inttial recognition (bazed on the enginal, unmadified contractual terms),

& forborne lean iz derecognised if the existing agreemant is cancelled and a new agresment iz made on substantially different tarms, or if
the tarms of an existing agresment are modifiad such that the forborne lean = a substantially different financial instrument, Any new
loans that ariza following derecognition events in thesa circumstancas would ganarally ba clacszified as POCH and will continua to ba
dicclosed as forbome,
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Loan medifications other then forborne loans

Loan modifications that are not identifed as forborne are considerad to be commercial restructurings. Whera a commerncial restructuring
razults in a modification {whaether legalized through an amendment to the axisting terms or the issuance of a new loan contract) such
that the group®s rights to the cazh flows under the ariginal contract have expirad, the old loan iz derecognized and tha new loan iz
recognicad at fair valua. Tha rights te cazh flows are ganerally considared 1o have expirad if the commercial restructure iz at market ratas
and ne payment-related concession has been provided. Modifications of certain higher credit risk wholesale loans are assessed for
daracagnition having regard te changes in contractual tarms that aither individually or in cembination are judged to rasult ina
substantially diffaramt financial instrumant. Mandatory and ganaral offar loan medifications that are net barrowar cpacific, for axampla
market-wide customer ralief programmes, generally do not result in derecognition, but their stage allocation is determined considering all
available and supportable information under cur ECL impairmeant policy. Changes made to thase financial instruments that are
economically aquivalent and required by interest rate banchmark reform do not result in the derecognition or @ change in the carrying
amount of the financial instrumeant, but instead requira the effactive interest rate 1o be updated to reflect the change of the interest rate
banchmark

Sigmificant increase in credit risk (stage 2)

An accasemeant of whather credit rsk has increaced cignificantly since initial recognition iz parformed at each reporting pericd by
considering the change in the risk of default eccurring over the remaining life of the financial instrument. The assessment exphicitly or
implicithy compares the rick of default cocurning at the reporting date compared with that at initial recegnition, taking into account
raazonable and supponabla information, including information abowt past avents, current conditions and future economic cenditions. Tha
assessment i unbiased, probability-weighted, and to the extent ralevant, uses forward-looking information consitent with that used in
the measurament of ECL. The analysis of credit risk iz multifactor, The determination of whether a specific factor iz relevant and its
waight compared with cther factors depands on the type of product, the characteristics of the financial instrument and the borrower, and
the gaographical ragion, Therafore, it is not possible to provide a single zat of ertana that will determane what ic considersd 1o be a
significant increase in cradit rick and thesa criteria will differ for differant types of lending, particulary batwesn retail and wholezala,

Heowrever, unless identified at an earler stage, all financial assets are desmed to have suffered a significant increase in credit risk when
30 days past dua. In addition, wholesale loans that are indrvidually assessed, which are typically corporate and commercial customers,
and included on a watch or worry list ame included in stage 2.

Far whaolesale ponfolios, tha quantitative comparizon assesses default risk using a lifetime probability of default {"PD") which
encompassas a wide range of infermation including the obBgor's custoamer rizk rating {'CRR’), macrosconamic condition faracasts and
cradit transition prebabilities. For origination CRRs up to 3.3, significant increase in cradit risk iz measured by comparning the average PD
for the remaining term astimated at ongmation with the aquivalent sstimation at the reporting date. The quantitative measure of
eignificance varias depanding an the eredit quality at crigination as follows:

Orginatien CRR Significancs trigger — PO 13 increase by
0112 16bps
21-53 0bps

Fer CRRc greater than 3.3 that are not impaired, a significant incraaze in eredit rick iz conziderad to have occurred when the origination
PD haz doubled. Tha zignificance of changes in PD waz informed by axpant credit rick judgemeant, raferanced to histerical cradit
migrations and 1o ralative changes in external market rates

For leans originated prior to the implementation of HKFRS 9, the origination PD does not include adjustments to reflect expectations of
futura macroeconomic cenditions since theca are not available without the uze of hindzight. In the abzance of thiz data, orgination PD
must ba appreximated azzuming through-the-cycle POz and through-the-cyela migration probabilitiez, concistent with the inctrumant’s
underlying medelling approach and the CRR at ongination, For theze loans, the quantiative comparnizson i supplemented with additional
CAR deterioration based thresholds as set out in the table below:

Additiensl significance criteria - number of CRA grade notches detedoration

Orgination CRR required 1o dentity as significent oredit deterdoration {stage ) {= or egusl to)
1 & notches

11=4 2 & nofches

4361 3 noiches

6 2=71.1 2 Aolches

1284 1 nodch

&3 0 noek

Further information about the 23-grade scale used for CRR can be found on page 32

For ratail portfolios, default nck iz azzesced using a raporting date 12-month PD darved from cradit ccores, which incorporata all
available information about the custemer, Thiz PD s adjusted for the affect of macroeconomic foracasts for periods longer than 12
moanths and is considared 1o be a reasonable approximation of a lifetime PD measure. Retail exposures are first segmented into
hermoaganaus ponfolics, ganarally by country, product and brand. Within asch porfelio, the stage 2 accounts are dafined az accounts
with an adjustad 12-month PD greater than the average 12-month PD of leanz in that portfelio 12 months bafors they bacame 30 days
past dug. The axpert cradit rick judgement i that no prior increase in credit risk is significant. This portfolic-specific thrachold therefors
idantifias loans with a PD higher than would be expacted from loans that are performing az originally expected and highaer than that
which would have bean acceptabla at crigination. |t therefore appreximates a comparizon of origination to reporting date PDxz.

Az additional data bacormes availabla, the retail trancfar eriteria approach continues to be refined 1o utilize 8 more ralativa approach for
cerain portfalios, These enhancements take advantage of the increase m arigination related data in the assessment of significant
increases in credit risk by comparing remaining lifetime PD 1o the comparable remaining term lifetime PO at origination based on
portfolie-zpacific origination zagmants. Thesa anhancaments resultad in significant migrations of loans to customers gross carmying
amounts from stage 1 to stage 2, but did not have a significant impact on the averall ECL for these portfolios in 2022 due 1o low loan-1o-
valuas ratios,
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Notes on the Conzolidated Financial Statements

Unimpaired and without significant increaze in credit rigk — {staga 1)

ECL resubting from default events that are possibla within the naxt 12 months iz recognisaed for financial instrumants that remain i
stage 1.

Purchased or originated credit-impaired {"POCI")

Financial azzats that are purchased of ofginated at a deap dizecunt that raflects the mcurred credit losses are considersd 1o ba POCI,
This population ncludes new financial instruments recognised in most cases following the derecognition of forbomae leans. The amount
of ehanga in lifatima ECL for a POCI loan i recognizad in profit or lase until the POC| loan iz derecogniced, evan if the lifatime ECL are
lecz than the amount of ECL includad in the sztimatad cach flows on initial recognition.

Movemant bebween stages

Financial assels can be transferred batwean the different categonies (other than POCI) depanding on their relative increase in credit risk
zince initial recognitien. Financial instrurmaniz are trancfarred cut of stage 2 if their cradit rizk iz no longar conzidered 1o ba zignificantly
increased since initial racognition based on the assessments described above. In the case of non-performing ferborme loans, such
financial instru ments are transfarred out of stage 3 when they ne longer sxhibit any evidence of crednt impairment and mest the curing
critaria as dascribad abova.

Measurement of ECL

The azsessment of cradit nsk, and the estimation of ECL, are unbiazed and probability-weighted, and incorporate all available infarmation
which iz relevant te the aszessment including infermation about past events, currant conditions and reasenable and supportabla
foracasts of future avents and economic conditions at 1he reporting date. In addition, the estimation of ECL should take into account the
time value of meney and considers ather factors such as climate-ralated risks.

In general, the group calculates ECL using three main cemponents, a prebability of default, a loss given default ('LGD') and the exposure
at dafault "EAD").

Tha 12-month ECL iz calculated by multiplying the 12-meonth PD, LGD, and EAD. Lifatime ECL iz calculated uzing tha lifetima PD instead.
Tha 12-month and lifetime PD< raprasant the probability of default occurring owver the next 12 menthz and the remaining maturity of tha
instrument respactivaly.

The EAD represents the expected balance at default, taking into account the repayment of principal and interest from the balance sheet
date to the default event togather with any axpacted drawdowns of committed facilities. The LGD reprasents expactad losses on the EAD
givan tha avent of dafault, taking inte account, among othar attributes, the mitigating effact of collateral value at the time it i axpactad
1o be raalized and the time value of maoney,

The group makes use of the Basel Il IRE framework where possible, with recalibration 1o meat the differing HKFRS 9 requirements as sat
oul i the follewing table:

Model Reguintory capital HKFRS 9
» Through the cycle tepresents long-run sverage PD throughouta « Pointin ome (baged on corrent condisons, adjuated o wke inm
PO full econom ic cyclel socount estimates of future condizons hatwil impact PO)
* The definron of detault includes & backetop of 80+ daye paat & Diafaule beckstop of B0+ doye past dus for all porfolics
e
EAD » Cannot be lower than current balance & Amoruaanon captured fof term products
* Downtum LGO [consietent losees expectad 10 be suffered dunng » Expectsd LGO [based on egumate of loss given default incleding
8 savere but plausible economic downmm] the expected impact of future economic conditions swch =8
* Aeguiatmry Aoors mey apply to mitigate nsk of underestimating changes in valee of collateral]
Lep demenutn LD due 1o lack of histoncal data * No floars
= Discounted using cout of coprtal = DEcounted esing the ongindl &ffectvie mterest mte of the loan
® Al cofigcton costs ncluded = Dby ©0818 associnied with chizningheelling collateral mcluded
Crtfes = Digcounted bock from point of dafsult o nonce shoet date

Whila 12-month PDz ara recalibrated from Basal modals whera pocsible, the lifetimea PDz are determined by projecting the 12-month PD
using @ term structure, For the wholesale methodelogy, the lifstima PD also takes inte account credl migratien, i.4. a customar migrating
through tha CRR bands evar it lifa.

Thea ECL for whaolacala stage 3 iz detarmined on an individual baziz uging a dizceunted cach flow ('DCF’) methadology. Tha axpactad
futura cach flows are baced on the credit rick officer's estimates az of the reporting date, reflacting reazonable and supponakble
assumptions and projections of future recovarias and sxpacted future receipts of interest,

Collateral iz taken into account if #t iz likely that the recovery of the cutstanding amcunt will include realization of collateral based on the
estimated fair value of collateral at the 1ime of expected realization, less costs for cbtaining and selling the collateral

The cash flows are discounted at a reasonable approximation of the onginal effective interest rate. For significant cases, cash flows under
four diffarent ccenaros are probability-weighted by referenca to the aconomic scenarioz applied more generally by the group and tha
judgamant of tha cradit rick officer in relation to the likelihood of the work-out ciratagy succeeding or recaivarchip baing required. For
less significant cases, the affect of different economic scenanios and work-cut strategias is approximated and applied as an adjustment to
the maost likely cutcoma.

Peried ovar which ECL iz measured

ECL iz maasured from the indial recognition of the financial asset, The maximum penad considered when meacuring ECL (be #t 12-manth
or |ifetime ECL) iz the maximum contractual peried ever which the group is exposed to credit risk. Howevar, whare tha financial
instrumant includes both a drawn and undrawn commitment and the contractual ability to demand repaymant and cancel the undrawn
commitmant doas notl serve 1o limil the group’s exposure to eradit rick 1o the contractual notice period, the contractual pariod doas not
daterming the maximum period considerad. Instead, ECL is measured over the period the group remains exposed to credit sk that iz not
mitigated by cradit risk management actions, This applies to retail overdrafts and credit cards, where the pericd iz the average tima taken
for stage 2 axpozuras 1o default or cloze ac parforming accounis, determined on & portfolic baziz and ranging frem betwean two and six
years, |naddition, for these facilties it is not possible to identify the ECL on the loan commitment compenent separately from the
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financial asset component. As a result, the total ECL iz recognised in the loss allowanca for the financial asget unless the total ECL
axcaads the gross carrying amount of the financial asset, in which case the ECL iz recognised as a provision. For wholezale overdraft
faciitiaz, credit rick management actions are taken na lass fraquently than on an annual basis,

Farward-lcoking economic inputs

The group appliss multiple forward -looking global economic scenarios determinad with referance to external forecast distributions
raprecantative of Ag view of forecast economic conditions. This approach iz considered cufficiant 1o calculate unbiszed axpected losz in
most sconomic anvironments. In certain sconomic environmaents, additional analysis may be necessary and may result m additional
sconarnes or adjusimants, to reflect a range of possible economic outcomes sufficient for an unbmsed estimate. The detailed
mathodology ic dizelosad in 'Meazuramant uncanainty and sanzitivity anakyziz of ECL astimates’ on pagas 37 ta 41,

Critical accounting estimates and judgements
The calculaton of the group's EC L under HKFRS 8 requires the group to make & nember of [udgements, sssumptons and sstimates, The most sganificsn
afe galoul balow

JudgeEments Estimetes

» Defining what (8 considerad w be 8 significant increass in cradi sk * The sactons "Messunemant uncertainty and
# Dewsrmingng he ifetme and point of initsl recoqrinon of overdoafts and credit cands sansitity analysis of ECL estmotws’ marked 53

=- Sebacting and colibmting the PD, LGD ond EAD models, which suppors t the colculations, sudited om pages 37 to 41, BeL0UL e aEsLMpIONS

including msking reagonsble and suppos mble judgements about how models réact © curient IEI:m in d::uwrmn;utr;‘g ECL ::in-:l fr:v;vml::rn lnd:;'urtu:un of
ad fuTm eeIn0MiIc conditons e gengitivity of the reault 1 the application o

ditferent weightings beang nppled to different
= Gelecting model inputs and economic forecasts, incliding detsrmining whether sufficient snd BEONOMIG SIBUM PLGRE
upproprigtehy weighted economic Torechss we noorporated w0 calculate vnbidsed expecied
I ]

= Mpking mansgement adjustments 1 account for tote bresking events, model and data
limimtions and defcannes, and expert credit Juﬂ’g&l‘ﬂéﬁ'ﬁ

] &Hchng uppliruble feconeTy Strategies for certn wholesals crediiampaired bans

{i} Insurance contracts

A contract is classified as an insurance contract where the group accepts significant insurance risk from another party by agresing to
compaensate that party on the occummence of a specified uncertain future svent. An insurance contract may akso transfer financial rizk, but
iz accounted for az an incurance contract if the incurance risk ic cignificant. In addition, the group izzues investmant contracts with
discretionary participation features ('DPF’} which are alse accounted for a5 insurance contracts as required by HKFRS 4 ‘Insurance
Contracts”.

Met insurance pramium mnoome

Pramiums for life infurance contracts are accounted for when recevakle, except in wnit-Bnked insurance contractis whare premiums are
accounted for when labilities are established,

Reinzurance pramiums are accounted for m the same accounting penod as the premiums for the direct insurance contracts to which thay
ralata.

MNet insurance claims and benefits paid and movermnents in liabilities 1o policyhalders

Gross insurance claims for life insurance contracts reflect the total cost of claims ansing duning the year, including claim handling costs
and any policyholder benuses sllccated in anticipation of 8 bonuz declaration.

Maturity claimz are recagnized whan dua for paymeant. Surrendars are recegnized whan paid or at an sarlier date on which, following
netification, tha policy ceazes to ba included within the calculation of the ralated insurance liabilities. Death clairne are recognized when
natified,

Reinsurance recoveres ane accounted for in the same period as the related claim,

Future profit participaticn on insurance contracts with DPF

Whera contracis provide dizcretionary profit participation banafitz to policyholders, liabilities for thaze contracts includa provisions for tha
futura dizcretionary benefits to poleyhalders. These provisions reflect the actual parformance of the investment portfelio to date and
management's expectation of the future performance of the assets backing the contracts, as well as other experience factors such as
maortality, lapzes and operaticnal efficiency, where appropriata. The banafiic to policyholders may be detarmined by the contractual
terms, regulation, or past distribution policy.

Imvestment contracts with DPF

Whila investrment contractz with DPF are financial ingtruments, they continua 1o ba treated as ingurance contracis as requirad by

HEKFRS 4, The group therafors recognices the premiums for these contracts az revenus and recognicas as an axpanse the rasulting
increaza in the carrying amount of the Babality.

In the case of net unrealised mvestment gains on these contracts, whose discretionary benefits principally reflect the actual performance
of tha investment portfolio, the corresponding increasa in the liabilities is recognisad in aithar the income staterment or OCI, following the
traatmant of the unmalized gaint on the ralevant assets. In the caza of net unrealized lozses, a defarred participating asset is recognisad
only to the axtent that #s racovarability iz highly probablas, Mevemants in the habilities arising from realiced gaing and lossas on ralavant
assats are recognised in the incoma statamant.

Lishilities under insurance contracts and present value of in-force long-term insurance buginess

Leabilitise under nen-linked life insuranca contracts are caloulated by aach lifa insuranca aparation basad on local actuaral principlas,
Labilities under unit-linked life insurance contracts are at least equivalent to the surrender or transfer valuse, which iz calculated by
raferance to the value of the relevant underlying funds or indices.

The group recognizes the value placed on insurance contracts and investment contracts with DPF, which are clagzified as long-tarm and
in-forca at the balance sheat data, az an aczet. The PVIF ascet i precented grose of attributable tax in the balance cheet and movemants
in the PVIF azeet are included in "Cther aperating incomea’ on a gross of tax basis.
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Notes on the Conzolidated Financial Statements

Critical sccounting estimates end judgaments

The vakiabon of the PVIF and msursnce conbact lishdites are dependent on sconomic sssumptions (e g future mvestment retuims | and non-sconcmic
sssumphons o g relsted to policyhodder behmaour of demogeaphics]

+ The PVIF saset represents the value of the equity holders” interest in She msuing mswance = Theo nssumpteons aee renssessed ot ench reporting
companiis’ profits expected to emedge ffom these contrmcis written at the balanoe shost date and changes in the estmates which affect the
date. Itis dewimined by dectunting those expected futere profits using approprnie walug of PVIF and Insurance contmct Enbilites are
SEEUMPUONS In assesking facons Ssuch as fulune mornslity, pse ratek, investment fétumns and reflecEd a the income setement More miormabon
Ievels of expenses, and & rigk diszount rate that reflect the gk premium emnbutable 10 the 18 included in Nowm 16 for PVIF and Now 3 for
regpactve contracts The PYVIF moorporates allowances fof bath mon-rmacket ngk and the valus  Labilities undar ingurance conraces
of financisl optone and QuamAtesE * The sections marked ak sudited on pages B3 1o 72,

* |ngurance contract habdines are 8200 socosdance with local actusdeal prnciples in each Ingursnce manufacluring operaBons risk
matkat, aligned with focel reguiatony mesgurement frameworks. Cote judgemens made in management provide an indicaton of the sengivity
applying theza framewarks mclude demogeaphe: and behawnoursl SSEuMpLONE, Spanss of the reault © the applicanon of diferant weightngs
BESUMPNONE and IMaEEmEnt return EE8Em poons being applied o different economic snd non-

GLONOMIC BESEMphHonE

(k) Property

Land and buildings

Land and buildings held for own use are carried at their revalved amount, being the fair value at the date of the revaluation less any
subszequant accumu lated depraciaticn and impairmant losses.

Revaluations are parformed by profescional qualified valuare, on 8 market basis, with sufficiant regularity te anzure that tha net carrying
amount does not differ materially from the fair value. Surpluses arising on revaluation are credited firstly 1o the income statement, 1o the
extent of any deficits arizing on revaluation previously charged to the mcome statement in respect of the same land and buildings, and
ara thereafier takan te the ‘Proparty revaluation reserve’. Deficits arising on revaluation are first set off against any previous revaluation
curpluses includad in the "Property revaluation resarve’ in respect of the came land and buildings, and are thereafier racognised in tha
inesme statament.

Leasahald land and buildings are depreciated on a straight-line bazis aver the chorter of the unexpirad tarme of the laazas or the
rarmaining usaful ives.

The Government of Hong Keng owns all the land in Hong Kong and permits fs use under leasehald arrangements. Similar arrangaments
axist in mainland China. The group accounts for its intarests in own use leasehold land and land uza rights in accordance with HKFRS 16
but dizclosas these as ownad assets when the right of use are considered sufficient to constitute contral,

Investmant proparties

Tha group holds centain properties as investments to earn rentals or for capital appreciation, or both, and those investment properties ane
included an balance sheat at fair value with changes in fair value baing recognized in the inceme statamant.

(I} Employee compensation and benefits
Post-employment bensfit plans

Tha group operatés a number of penzion schemes including defined banefit, defined contribution, and post-employment banefit
schamas.

Paymanis to defined contribution schames are charged as an expensza as the employess render service.

Dafined banafit pansion cbligations are calculated using the projectad unit credit mathod. The net charge to the incomea statemant mainky
comprizes the sarvice cost and tha net interest on the nat dafinad banefit aszet or lability, and is presantad in oparating axpanszas.

Rermaazuramants of the net defined banafit aszet or liability, which comprise actuarial gains and lesses, return on plan aszets excluding
interast and the effect of the asset ceiling (if any, excluding mterest), are recognized immediatsly in OCI. The net defined benefit aszet of
liability represents the presant value of defined Benefit obligations reduced by the fair value of plan assets, afier applying the asset ceding
tast, whera the net defined banefit surplus is limited to the presant value of availabla refunds and reductions in future contributions to tha
plan,

{m) Tax

Income tax comprises current tax and deferred tax. Incoma tax i recognisad in tha incoma statament axcept 1o the eent that it relates
ta iteme recogniced in OCI or directly in equity, in which cace the 1ax ic recognized in the same statament as the rakated itam appears.

Currant tax iz the tax expactad to ba payable on tha taxable profit for the yaar and on any adjustment to tax payable in respact of
pravious years, The group provides for potential currant tax liabilities that may arice on the basiz of the amounts expacted to ba paid to
the tax autharities.

Defarred tax i racognised on temporary differances batwaen the carrying amounts of aszets and liabilities in the balance sheet, and the
amounts attnibutad to such assets and lmbilities for tax purposes. Defarred tax is calculated using tha tax rates expectad to apply in the
paricds in which tha aszets will be realized or the liabilities sattlad

In assessing the probability and sufficiency of future taxable profit, management conziders the availability of evidenca to support tha
recognition of deferred tax azcate, taking into account the inherant rizke in long-term forecacting, including climate change-ralated, and
drivers of recent history of tax losses where applicable. Management also considers the future reversal of existing taxable tamporary
differences and tax planning strategies, including corporate rearganizations.

Currant and dafarred tax ara calculated based on tax rates and lavws anacted, or substantivaly enacted, by the balanca sheat date,
{n} Provisions, contingent liabilities and guarantees

Provizions

Pravisions are recogniced when it iz probable that an outflow of economic benafite will ba required to cettle 8 prasent legal or

constructive obligation that has arisen as a result of past events and for which a reliable estimate can ba made.
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Contingent lisbilites and guarantees
Contingent labiities

Centingent liabilties, which include cenain guaranteas and letters of credit pledged ac collateral security, and contingent liabilities relatad
to legal procaadings or regulatory mattars, are not recognised in the Consolidated Financial Statemants but are disclosed unless tha
probability of settlament iz remotae.

Financial guarantes contracts

Liabilitisz undear financial guarantea contracts that are not classified azs insurance contracts are racorded initially at thair fair value, which
it generally tha fes received or prasent value of the fee receivable.

Tha Bank haz izzued financial guarantess and cimilar contracts to cther group antitiss. The greup elects to account for cartain guarantaes
a5 insurance contracts in the Bank's financial statements, in which case they are measured and recognised as insurance liabilities. This
alaction iz mada on a contract-by-contract basis, and iz irrevocable.

{o} Impairment of non-financial assets

Software under devalapmant i tested for impairment at least annually. Other non-financial assets such as property, plant and equipment,
intangible assets (excluding geodwill) and right-of-use assets are tested for impairment at the individual asset leval when there is
indication of impairmant at that lavel, or at the CGLU lavel for assets that do not have a recoverable amount at the individual azzet lavel In
addition, impairmant iz alea tected at tha CGU lavel when thera ic indication of impairment at that level, Far thie purposa, CGUe ara
considerad to be the pnncipal operating legal entities and branches drvided m a similar manner as the group’s opamtling segments.

Impairment testing compares the carrying ameunt of the non-financial asset or CGU with its recoverable amount, which is the highar of
tha fair value lass costs of dizposal or the value in use, The carrying amount of a CGU compnizes the carrying value of its assets and
labilitiaz, including non-financial assats that are directly attributable to 8 and nen-financial azeais that can be allccated to it on a
reasonable and consistent basis. Nen-financial assets that cannot be allecated to an indiidual CGU are tested for impairment at an
appropriate grouping of CGLs. The recoverable amount of the CGL iz the higher of the fair valus less costs of dispasal of the CGU, which
iz datermined by indapandant and qualified valears where relevant, and the valua in uze, which iz calculated based on appropriate inputs.

When the recoverabla amount of a CGLU iz lazs than its carrying amount, an impairmeant less iz recognized in tha income statamant to the
extant that the impairmant can be allocated on a pre-rata bazic to the non-financial azzets by reducing their carrying armounts to the
higher of their respective individual recoverable amount or nil. This impairment s not allocated to financial assets within a SGU.

Impairment loss recognised in prior penods for non-financml assets is reversed when there has been a change in the estimate used to
determine the recoverable amount, The impairment less is reversed to the extent that the carmying amount of the non-financial assets
would net excead the amount that would have bean detarminad (net of amontization or dapreciation) had ne impairment last baan
recogniced in pricr periods,

2  Operating profit

{a) MNetinterest incoms

Met intarest income includes:

2022 ECT
HH$m Hden
Irgrast i tacogriesd on egaded Inancial sssats a1 58
Imtarast incoma meoagnmed an fmanosl essats maasdred et smofsed cont 158,552 108,816
Irtarast inzome racognsed on fanncal nesets massind at FYOCI . 21,563 14,461
Irdaeast expansa on francel natremants, sesluding intarast on finencial labilsss hakd for trading o desgnoted or othanwsa
Fenmdntodly Mg red o1 fs vake' (47,525) 120,507
1 Includas intarast axpenses on laase labiives of HKS265m (2021 HKS37dm).
{b) Net fes income
Mat fee income by reporiable sagmaents
Wenlth and Markets snd
Paraonal Cammaercial Gibabal Securites Corporats Oeher (GEM-
Banking Hanking Hanking Services Centra’ other) Total
HEfm HHEm HEfm HiKEm HHEm HHKgm HESm
AcTount BRvioRs BO7 ara 366 7S - - 2,227
Funds undar managamant A B84 5a3 iB 1,824 - - 7328
Gaiga 7.826 257 52 = - - 8,135
Creci focd ten 332 1,303 1,188 25 = = 2,848
Brakrg fAcoma 3513 g - FELS — - 4,303
Imporia'sxporin — 2,465 BET - - - 132
Unit truss 4,534 112 2 = = = 4,648
Undarwritng - - I25 237 —_ - 562
[Rumitrces 264 1,902 723 E] = £ 2,892
Habal custody 858 39 3z 3,174 - - 4.103
|resirBNcS BEECY COMmmigson 1,434 107F 5 - - - 1,548
Crbar 3132 2,638 2,322 3240 214) 218} B,902
Few i 27.504 10,447 5606 9,315 2214 [218) 50,822
Fan senes (9.699) (720) (610) (5:614) 2,461 160 14.022)
Your anded 11 Des 20022 17,895 a9,727 5086 3, 7m 247 ] 36,500
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Notes on the Conzolidated Financial Statements

Mat fee incoma by reportable segments (continued)

Wiaaith and Marents and
Parsonal Commarncal dsobal Eqcupirivs Ereporate
Eankng Emneng Banieng Lgrvatin Coenra’  Othar (GEM-othr) Tenat
HEEm S HEEn HIKEm HEKEm HICEm HICEm
ASEiunt RarIGER B3 il J57 fi'] — — A
Funds undar mersgarmans 6,927 =] 18 PR - - 8510
Carnda 7569 Pk &0 - — - 7806
Credit facdtms 402 1 1204 B2 i o 2,148
Enking indomi b ATT (] - (5] - — 5 416
Irmpanifixpans - 2452 i - — — 3,068
Lind trumta 1472 176 1 - - - 1R
Lindaswnting L] 1 BE ox] - — 1.554
Rarmettenoes Fais) 1,683 & - - - #8103
(laba| eustody EFL &0 a3 Sdld — - 4,487
[NAUTBNSE BQANTY COMIM: SN 1485 114 1 - - - 1,441
b 2,028 2676 2497 2413 2168 B 0758
Fan moomia oAt 110,658 B, 451 10858 2. 1E8] B &7.818
Pl Apares 614 |7 [705) |4, E0E) 2559 [BE| 126231
Yanr anded 31 Dws 2021 %? B.E E.?&E Bl 242 E"ﬁ] E%’i
T Ineludas intar-saament slminstion
Met fes income includes:
022 20
HKEm MM
Feean anmad on financs | ssssts thet ane not ot fesr vl through peofit and Goes (o then emounts inciuded n determining tha
alfestivs Ftarast rate] 9,286 9.742
= faa ncoma 14,867 16,1728
- fun uxpenen {5.581) 431
Fan ammed on trust snd ofher fiducany sctivéios 0,981 11,243
— o Peome 11,290 12,507
= fag axpansg (2,32 {1,663]
{e) MNetincome from financial instruments measured at fair value through profit or loss
2022 2021
HHEm HKSm
Mot incomefexpense) anaimg on:
Mat trading schvdias 43,138 23 e
Cithar mestrermants maraged on s fee valua Dess {1.464) 11.525]
Mot incomae from financial instruments hald for tr or managed on a fair walue basis 41,674 #8959
Franos| assste hald to mast kebnlbes undar meamncs and myvestmant confrects {15,075 12 a7
Lplilitsec b clefiaemints undar svaaimant contmeta 1.881 40
Met ir {expenae] fram assets and Habilities of insurance busir including related derivatives, ed at
fair value through profit or leas {13,194 18,1680
Changs = fair valse of demgrated debt seued and related deismstyves’ T03) it
Ghargas n Gir vakes of other Tinenscal iratumants mendsionly manssuangd Mfill' wi s eough proftor loss 34 2ha|
Year snded 31 Dec 27,811 &5 475
T Includes debe instrumants which are issued for funding purposes and are designated under the fair value aoman po reduce an Sccounting
msmarch,
{d} Other operating income
2022 201
HH$m HiIgm
Mavamant n presnt vade of @-fonse Neumncs Dusnass (256) 11284
Ganaflosses| on rrvestmant propetes {133) 217
Lossas on dapoend of proparty, Flent 6NS S0 IpmAnt ord seats haldd for saly 142) B4l
T an scdumiton of subidn iy’ B85 -
Gans on daposs| of subsideras, aesocbes and bssness portfabioe 4 4
Haebal imssams from evesimsnt prosstse 437 J83
Dinndend nooms 233 188
Chthair 2873 2 604
Yaar ended 31 Dee 3,781 2005

T Reprezents & gain of HKSEEEm from the scquisition of AXA Insrance Pre Limited, Details are inciuded in Note 37 ‘Buziness acquisitions’,

Thare was a gain on dispozal of loans and receivables of HK324m in the year (2021: HK377m). Thera wazs no gain or loss on disposal of
financial liabilitias measured a1 amortised cost (2021: loss of HK3136m).
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{e) Change in expectad credit losses and other credit impairment charges

Changa in expected credit losses and other credit impairmant charges ansing from tha fellowing azset categorias:

2022 =
HE$m Highm
Lomng end schsnces to banks snd customars 15,803 7,06
— M Alkrwandss nat of alnwvencs eEaBsR 15,3‘?4 B.EG
= oo e of smouts praviously watten off LLELE] EL.ON
Lo GO M e A LA e L=
Orthar Tances| sassts 453 {14
Yaoar wnded 31 Dec 18,365 £.555

Change in expected credit losses as a percentage of average gross customer advances was 0.40%; for 2022 (2021: 0.18%).

{(fi General and administrative expenses

2032 Han

S 1) Hin

Prarmsag and & Gupieit 2,958 2‘.%?.
Muerkating snd adharteng expanses 2623 2417
Crthvae paen miabeml v sxpardas’ A48,971 AT.04T
Yoar ended 31 Dec 54,549 &2 527

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

Included in oparating axpansas wers direct oparating expanzas of HK347m (2021: HKE27rm) arising from invastment propartiss that
genarated rantal income in the year. Direct operating expenses ansing from investment proparties that did not generate rental income
amounted 1o HK39m (2021: HK34m].

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

2022 01
HH§m FEm
Dwnad praparty. olant and squpmant 5,569 6018
Crthar right-of-use pesdte 2,588 2,872
Yaar anded 31 Dae 8,157 5,691
{h) Auditors’ remuneration
Auditors” ramunaration amounted to HKS172m (2021 HK$152m).
3 Insurance business
Mat insurance pramivm incoma’
Mandinked
inaurace Wit Hidked Toml
HESm HESm HESm
(0B MBUrANcE PRET LM NoomE B 141 1,302 B0A43
Rairgurars” gnam of gIoss MBUEANGS BT LT NSCMA {9, 00F) 26} (9,028}
Yoar anded 31 Dec 2022 T&'IB’ 1&?! w
(oS MBJMANcE DR UM nooma B2 AST ) BE A0
Raimpurars” shan of QoRs NBUENNGE DR LT NGO 58 LE]] HETE
Yanr andad 31 Due 3037 BELIAR 2333 B1.723

1 The group’s NeT (RSLFaNce DremiLm incorme is presentad affer alirvnation of iNTEr-Company Iransactions hanveen our insurance manufacturing
apenahions and ofher groug entities.
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Notes on the Conzolidated Financial Statements

Mat ingurancs clame and banafas pad and movamant i labildies 1o pn!ll;','hqll;fur.';'

Maon-Enked

Insurance Unii-linked Toisl

HH§m Hifm HHESm

Graps glaime ard banalds pad end mowernand o lebdise to poboybolders B31114 {4, 16.2) TE,952
= glume, benal e snd serandars paed 28,275 3,.!1!0‘ 33,075
- mavamant N babilitss 53,839 (7.962) A5, 877
Aerpurars’ shane of clemes snd banafits pasd and movemant o ebilbas {8,107} {3} {38, 138)
— clarns. banalis 8nd surranders oex 741 30 “—4‘“'|
- mavamant © labilitas (L 1] 11,600}

¥ear anded 31 Dec 2022 74,007 {3,193 59,814

Grose chaimd nnd beralEs D 8nd mowimant o [sbadise © pahoyhoideng 163 1B Bo.LaT

= clame, benaf s and susrendars pesd 185 .'I‘CI] B 15 26,508

~ mgvamant n babilitags L0 '| 4B N B TaG
Rarurars’ phang of slame and Banafite pasd and movemant @ biltas [&03] i [, 005]
= claens, banatits snd surmandars pasd |:?.E.‘-ﬂj! 13251 2.0an
- mavamant n labilitsis 1149651 &3 11,522

Yanr anded 31 Deo 2021 741 &8 i B2 J6. 040
— — —

T The growp's ner insurance ciaimes and benefies paid and rovement it labilities fo policyholders i prasanted after alimination of infer-company
ransIchions banwearn our insurance manuiaciuning aparations and ather group enties.

i85 under insurance contracts

02 201
Relidiirers Ransirgen”

Grows share’ Mt il han? Nat

HE§m HE$m HHgm Hgm HEgm HESm
Mesvlinkiad insusance )
At 1 Jan 808,500 {27,381) 561,139 547,058 126, 351] 21,597
Cleems mnd benafits paid (29.275) T.a8 (21, 857) 11E5TH 2,048 118,506
Incrapsaifdacrasss] m habditsen to policyholders 283,114 (8. 107) T4, 007 78,169 14,015 74,148
Exchonps dilfarences and othar meweamants’ 17,120 [3.084) 14,036 1566 ] 1621
At 31 Dac % lﬂiia HTISIE 08 B00 275841 GE11a8
Unit-inked :
it 1 dwn 29,845 5y 29,640 O A 141 o
Clsirn g mend banedits paid 3,800 {30y 3,770 PE, TR an [, B
IFaranmafdacrines | i babdidssn 1o polvialdsre (A E2) 31 (4. 193) 1,596 & 1.0
Exchangs differences and othar mowemarta’ {7, 904) 45 {7.935) 134 fad] FLi ]
At 31 Dac 21.293 nn 21.282 19.645 iz} AEED
Total liabilities to policyholders To0, 758 {32,151 66, 607 Bas, 145 (27, 506 10,775

T ‘Exchange differemoss and other movements” includes movements in habiities arisng from net unrealized imvestment gains recognised in other
COMBraiensive imeome,

2 Amounts recoverable from reinsurance of liabilities under insurance contracts are included in the consolidated balance sheet in “Frepayrmant,
accrued imeome and ather assers’|

The key factors contributing to the movement in lakilities to policyhalders mcluded movemants in the market value of assets supporting

policyhaldar liabilities, death claims, surranders, lapzes, liabilties to policyholdars created at the initial incaption of the policies, the
declaration of bonuzes and other amounis attributable to policyholdars.

4 Employee compensation and benefits

2022 ]

HK§m HEST

Wgin and salaie 37.053 36,158
Soosl sounty costa 1,384 1,544
Pt -genplenmnant bensfia 2,225 FRL
= dafiad cortriusbon penmon plane 1.758 1,884
- _dafinad banafit pangion pitns LLLA 530
Yaar ended 31 Dae A0, EE2 o8 26

T 'Wages and selaries’ includes the effect of share-based payrments amangements of HK3S90m (2021: HKSS51ml
Post-employment benefit plans

Tha group oparatat & nurmbar of post-amploymant banafit plant for itz amployeaz. Some of thasa planc are dafined banafit plans, of
which the largest plan is The HSEC Group Hong Kong Local Staff Retirament Benefit Scheme (the "Principal Plan').

The group's balance sheet includes the net surplus or deficit, being the difference between the fair value of plan assets and the
discounted value of schame liabilities at the balance sheat date for each plan. Surpluses are anly recognised 10 the extent that they are
recovarabla through reduced contributions in the futura or through potantial future refunds from the schemes. In assazsing whethar a
surplus is recoverabla, the group has considerad its currant right to obtain a future refund or a reduction n future contrbutions.
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Defined benefit pension plans

Mat scsatfliability) under defined banefit penzion plans

Fresen value of
Falr value of  defined benefit Mat defined
plan msseta obiigationz  benefit linbilicy
HKEm HKEm HE$m
At 1 Jan 2022 10,075 {11,845 (1.870)
Sarvics coml - (£ (429
= gument Barvice ooF —_ Im-l|
—_paat sarvics cost and going from setilemants = 5 5]
Nt rifares! mocomallaspetes] of Be et delnad benald pasetllabikbd 182 (a7 {35}
Re-mansmanment affesta moopriesd N other comorasngy Ncomas Eﬂ“ 1.073 232
= taturn on plen sests faxcduding ntenest nooma) a1} - 841
— notunral gana - 1,073 1,073
Contrbutons by tha group 345 - 345
Eanaietn paid {1,414} 1,487 73
Exctangs deffersncas ard othet mawimants PET) 122 61
At 31 Dec 20232 8266 RS [1.623)
Rutignant banglit habslhan recopresd on the bolends shet {1.855)
Ratirement banald paaats fcognigad on the balbncs shest [Withn "Prapiymant, Betused neoms bnd amar
apbats’ | az2
“Ar Y Jan 2021 10,453 [13,740] 2.687)
Sarvcs coRt — 45| 1475]
— Eurant pervics cost . 4 | Iﬂaz]l
= pant serwcg cost and gene from settlaments = 7 17
Nat ntarest moomafaapenes| on S nat dalmad beral® ossstn|ebbty) 749 26| [EE]
Ra-mansurament atfacts recopnised n other comprehsngss Ngom s B0G s =218
= _ratuth on pien sessts faechuding ntanest noom 4 . 500 = B0
= mctusnsl gens = o] 56
Gontrbutions By tha groug 25 2 il
Binviils paid 1123401 1,407 B7
Ewn}!@f_ﬂ_@u Al oTher mavgmants A7 = a0
Ar 31 D 2021 10,076 [11,9686) §1.E70)
Ratisemant banalit hsbslging recognised on tha balencs shaest I;LEQI’.‘Il_
Ratusment baralt aesate racognmad on ha Bannce shwat fwithn “Prepaymant accrssd scorms and athar
npeats’] <0
Fair value of plan assets by asset classes
At 31 Dec 2022 At 3 Bec B2
Cmigted market oot ma et
price in active prica 0 asive
Valus market Thereof HSBC Wakia LT Tl HIBE
HE$em HKfm HHfm HEdm Hitden g
Fae value of pion nasats B2E6 8,266 195 10.07% 10,075 it
= aquethan 1,078 1078 - 1202 1.252 -
i a,522 4,622 - GEM BEN -
= At v slmants 2112 2112 _ 2450 2450 -
= othar' 454 454 1895 B EF7 Far
T Cther mainly consiss of cash and cash deposis,
The Principal Plan

In Heng Kong, the HSEC Group Hong Kong Local Staff Retwement Benefit Schema, the Principal Plan, covers employees of the group
and HSEC Global Services (Hong Kong) Limitad {the "ServCo’), which iz a fallow zubsidiary of the group cet up in Hong Keng as parnt of
tha recovery and resclution planning to provide functional support services to the group, as wall a5 certain ather local employess of the
Group. The Principal Plan compnses a funded defined benefn scheme {which provides a lump sum benefit on retirement and is now
closed to new barc) and a dafined contribution zcheme. Tha lattar waz astablizched on 1 January 1928 for new employeas, and the
greup has been providing defined contribution plans to all new amplovees, Since the defined benefit scheme of the Principal Plan iz a
final zalary lump sum scheme, its exposure 1o lengavily risk and interest rate rizk i imned compared 1o a scheme that provides annuity
paymants.

Tha Principal Plan iz a fundad plan with azsets which are held in trust funds separatae from the group. The investmant stratagy of tha
dafined benafit zchame of tha Principal Plan iz to held tha majorty of assets in fixed income investmaents, with a smaller portion in
equities, The target accat allocation for the portfolio iz az follows: Fixed incoma investmants 75% and Equity 25%. Each invectrmant
managar has been assigned a benchmark applicable to their respective asset class, The actuarial funding valuation of the Principal Plan is
conducted at least on a triennial basis in accordance with the local practice and regulations. The actuarial assumptions used to conduct
the actuarial funding valuation of the Principal Plan vary according to the aconamic conditions.

The trustes, which iz a subszidiary of the Bank, accumes tha overall rezpensibility for the Principal Plan and the group haz aztablished a
managamant commities and a number of sub-committeas 1o broadan the govarnance and manage the concomitant issues,

Eoth the group and SanCo participate in the Principal Plan that chares ricke batwean the antitias which are under common contrel of the
Group. Az agreed batween the group and ServCo, the net defined benefit cost of the defined benefit scheme of the Principal Plan shall be
charged separataly. Details on the dafined benafit schame of tha Principal Plan are dizclozed balow,
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Mot aszet/{lability) under the defined benafit schema of the Principal Plan

Inchuded within the grousp Inchided within SeraCio
Present Present
wvalue af ot walua of LS

At Gdan 2022 4,424 14,915 [4a1) 3,945 (4,791} [248)
Sarvicn cost - {163 182y - {141} {141)
~ Surrent g rvice Goat | =1 1162)] 182)| | 1141} {141}
Mat ntarest ncomafopanse) an the nat defined banal® sesUTmblity] 58 {81} (1] 50 52y £2)
Ag-miasauramant affects recognsad n othar Som@eananpyg mgome (4048) BEE 157 (364 537 173
= TtiEm on plen sesets (axokiding nterast incoma) (‘M1 - [a0ay rM‘T - mﬂ1
- mehubrnl gneg - 556 566 - 537 537
Comtributions 181 - 181 123 - 123
SBanatity paid 737 L = (5151 518 =
Exghangs diffarences and othar fmiswaemarts L] 6T {7h (1] L £2)
At 31 Doe 2022 ases  (eon  vh) 3ar0  p2en oy
Agtiremant Parvalin babil e radogrupad on tha balanca shvaat {37y #5
At 1 Jan 2021 4456 By [Bdd] #4688 15,0011 18
S oot — 11743 ks — 11711 [kl
= current sarvica cost - 72y 1175 -] 7l 7y
Mgt maorest incomal aepensal on the naet defead Danafit st bebility] FE 6} 14 FAl 1241 ]
Fa-massurdarnant affeots recognead n ot SomddeFbiesg ncomE 2E5 118 b= o0 2540 2480 &30
= ratum on plon oasets xcluding nterest incomal ] = i 250 - il
- astuannl gand = 118 118 = 240 240
Contritubons 166 = 186 149 - 149
Harmlits pand 15] L) — il e -
Exghengs diffarences srd othar migwemants 0 [i==1] [§Es] 1) 55 2
At 31 Daa 2001 4,424 |A815] [4a1] 3846 [4.131] f2dE]
Astiramant banafit kobi tas recopnined on tha balence sheat st 48]

The group expects to make HEK3120m of contributions ta the defined benefit scheme of the Principal Plan during 2023 (during 2022:
HE$160m) and SarvCo expacis to make HES1 16m contributions 1o tha defined benafit scheme of the Principal Plan during 2022 (during
2022 HK3136m), Thasa sxpected contrbutions are determined separately by the group and ServCo by referenca 1o the actuanal funding
waluation carried out by the Principal Plans local actuary,

Benefits expected to be paid from the defined benefit schame of the Principal Flan over each of the next five years, and in aggregate for
tha five years thareafter, are as follows:

Banefits axpacted to be paid from the defined benefit schamae of the Principal Plan'

Twwa to thres Thres to four Four ta five Fivn 1o ten
Within ons yesr  One to two years WERFD yesrn yEErE YIS
Az at 31D bar 2022 a3 reported by: HKEm HEgm HKSm HKSm HKEm HKEm
= The geowg 293 g 2 iy | J0E 1,602
= SamCo 187 258 340 21 338 1,825
Ao wt 3 Dwosmbar 2021 as reparted by

= Tisp prionay |l LT e o) T 1. 654
- BamCa AHE 24 S 65 287 1.786

T The duratcn of the defined benefir ablganon & 2ix years for the Frincipal Plan undear the disciosad assumptions (2021 saven yaars)

Fair value of plan azseis of the defined beneft schame of the Principal Plan by asset classes
At 31 Deg 2022 B2 31 Dec 2031
Cuiobed market Cisotad marke!
prica in active £ T BT

Valus market Thereof HSBC Wl el Thamo! HEEL
HHEm HiKEm HEfm Mg HIKE™ HEEm
s walud of Do ssiate 6,755 8,755 51 6,359 i) 6
= agquitus 1.584 1,581 - 1,835 1858 -
- bonde 3,725 3,725 = 4,71 &7 =
= whamate nvaghmants 1,388 1,358 = 1,728 .8 -
- athad 51 51 51 76 7 Fi

T Other mainly consists of cash and cash depasrs.
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The Principal Plan's key actuarial financial assumptions

The group and ServCo determine the discount rate to be applied 10 the defined beneft schamea's cbligatiens in consultation with the
Principal Plan's local actuary, on tha basic of the current average vialds of Hong Kong Governmaent Bondz and Hong Kong Exchanga
Fund Motes, with maturities coenzistent with that of the defined benafit cbligations.

The key actuanal assumptions used to calculate the group’s obligations for the defined benefit scheme of the Principal Plan for the
yaar, and uzad ac the baciz for measuring the expances wara as follews:

Kay actuaral assumptions for the defined banafit schama of tha Primcipal Plan

‘Dipcount rate fate of pay increass

e pn. e pm,

1.50% poa for 2023 snd

At 3 Dec 2022 3.50 ROCY pon. thereatter
At 31 Dae 2021 1.3 3.00

Actuarial assumption sensitivities

The descount rate and rate of pay increase are sensitive to changes in market conditions ansing during the reperting pened, The
fallowing table cshows the financial impaet of assumption ehanges on the defined banafit schamea of tha Principal Plan at year and:

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

moacy on HSEC Group Hong Konmg Local 5o Astmemen Benalit
Schame chigaton

Francal mpact of nctame Frarncal impaet of da Gradie

202 2028 F-Fe) 2021

HE&m Higm HE$m Hikm

Dscount mta = noeasaddecrease of 0265 {1113 (168} 114 162
Rt of pay incrasss — noreakpaldecsasss of 0 JE% 115 1E0 {112 116N

Directors’ amoluments

The aggregate eamalumants of tha Directors of the Bank disclosed pursuant to section 4 of the Companies (Disclesura of Infermation
sbout Banefits of Directors) Regulation were HK$111m (2021: HKE131m). This comprizas fees (which reprazent the aggregate
emolements paid to or receivable by directors in respect of their services as a director) of HK$37m (2021: HK330m) and other
emoluments of HK$74m (2021; HK3101m) which includes contributions 1o pansion schemes of HK$3m (2021: HK$1m). Mon-cash
banafits which are included in othar emclumeants mainky relate to chare-based payment awards, and the provizien of heuszing and

furnizhings

Datailz an loans to diractors ara cat sut in Nate 32

5 Tax

The Bank and itz subsidiarias in Hong Koeng have provided for Hong Kong profits tax at the rate of 16.5% (2021: 16.5%) on the profitz for
the year assessable in Hong Kong. Overseas branches and subgidiaries have similarly provided for tax in the countries in which they
operata at the appropriate ratec of tax in force in 2022, Defarrad taxetion ic provided for in accordance with the group's accounting policy

in Note 1.2(m).

Tax expanze

022 2021

HH$m Hsgery

Gurrant thx ) ) 14,839 LR
- Hong Kang et — o cudtant yasr prehit 5072 B3
= Hpng Kong mombon = sdiustmants in eepect of phor years {as) |1EE
— R TERE DR — &P SEITanl yili Baolt 10,6592 ?.151]
ovarpsss texsteon = sdustments n raspect of pror yesrs (433} (&S
Dafadrad tx 668 506
—_nngr!nnum g revaresl of tampo mry Sffe rencas 128 'i,;.'l;
— affest af chafges it ax wiss - ]
= pdpstmanis n respack of prior yass 540 0B
Foar anded 31 Dec 'I!‘ﬂi 14,016

Tax reconciliation

The tax charged to tha income ctatemant diffarc from tha 1ax charga that would apply if all prefite had bean taxed at the applicable tax

rates in the countries concerned as follows:

The Hengkeng and Shanghai Banking Corporation Limited Annual Report and Aczcounts 2022 101

312/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Notes on the Conzolidated Financial Statements

Recancihaton batwasn taxation chargs and accounting pru‘Frt al apphicable tax rates

2022 Elned ]
HE§m HKFm
Prafit bafosn fe arE1 [= R
Moticrnl tax o profit Bafon e aldubatsd ot tha ratee npphenbils o profits i B SOUntSs Concarmsd 19.832 17 462
Effucts of profits in assocmtes and joird wantures {3, 100) £3.185)
o twmetle income dred guns_ B9} £.101)
'..-c!nl '.um;u:d :lw_ll-uu-i-:mml';ldnn e 1,848 2‘.35"
Parmanent digslowanke 747 EB¥T
e {Z2a) 2531
Year snded 31 Dec 15,507 14,016
bovemants of defarrad tax assats and labilitiss
Impairmeent
Accelernted allgwanons on
capital Insuranoe Expence fimancial Aevaluation
AlkowAnCEs brrziness provisions ingtruments  of properties Oehver? Tatsl
HE$m HE S HE$m HH$m HH $en HH$m HE$m
At 176 = 1,557 2,680 - 2,106 6518
Lubiliths ____ (560) (10,420} (e} = [14.99% {9.677) 25.898)
At 1 Jan 2022 {04} 10.428) 1,530 2880 (14,985 {7.571) (29, 169)
_Exchenge and othe? sdusstmanis {15) S44) {157} {312} 215 [35E) [1.208)
ChasgaTaradt] to mamma stabamant {43) 158 (229 1.003 759 2,315) (EEE)
Chasgaeradit] ta othar comprebsnang
oM -] - 10 - @12} 2,781 1,965
31 Dec 2022 {356} {10.814) 1,163 3,370 (13,823} {7.521] 29,081}
Ausmite' 148 - 1,153 3370 - 4,550 0,259
Lk’ {502} (10,814 30 - (14,823 (12.,071) [38,3a0)
Asila 102 — 1254 LB — i) F.1680
Lishilities (o] 110,562 = = |14, 5] 15,187 (34 B2}
At Jon 2021 [Fa] 110,58 1,254 LT |14,E85] 15074 AN
‘Exchangs and othar sdasstmaria [ 2 48] 75 i i [E=T)
_ﬂlﬂgmﬁﬁdd] b o SEEtEeT: ATk 142} 203 FEE Bl 34 [ E0E] 1 E28)
Chargaflcradit] to othar comprahsnsnma
MRSOMmg = — 1 11 L] 1,026 162
At 31 Des 2021 a0} 110, 426] 1658 2ERD [14, 5651 [7.671] 28,163}
fapats' 176 = 1.567 2880 = 2,108 E519
Linkilitass? (R0 110.426] 118} - 11-4,5651 ELEIT] [.5551

T dfeer peming off balinces within countrias, the balances as disclosad in the Consolidated Financial Srarements are az follows: deferrad rax assers
KRS 856m (2021 HKS3,353m); and deferred tax labilives HK$3Z 837m (2027 HKE3Z 522m).

2 Onher inclugded deferrad tax of HKSE,847m (2021: HK35 623m) provided in respect of dizriburable raserves of DOST-SOGUISTION raserves of
associatas that, on distribution or sale, would attract withholding tax.

The amaount of unusad tax losses for which no deferred tax acsat is recognized in the balance sheet i HKE4,537m (2021: HK33,130m). Of
this amount, HK$1 538m (2021: HKE723m) has no expiry date and the remaining will expire within 10 years.

Deferred tax i not recagnisad in respact of the group’s investments in subsidianies and branches whare remittance of other realization iz
net probable, and for those asseciates and interests in joint ventures whera it has been determined that no additional tax will arisa.

6 Dividends

Dividends to sharsholders of the parent company

2022 2037

HHE por share HK$m HES par ahang HEgm
Dividends paid on ordinary shares
I rempact of prewous yasr
= fpurth wbanm dvedgnd 0.23 10,5849 047 I'L.bl?:-:_
Iry risDaest of Sudidnl yedi
= firgt srrtanmn diadend paid 017 7,781 0.5 12211
— s nbanm drodend peid 012 5,887 034 11,163
= Bhard intenm dnndend pad w1s 7,850 024 11,384
Tatal 0.58 32,082 1.1 55,550
Dhstributors on other equ ity HsbneTeits 2,738 2.7
Dividendds 19 sharsholders 34,821 3106

On 14 February 2023, the Directors declared a fourth interim dividend in respact of the financial year ended 21 Dacamber 2022 of
HES0.27 par ordinary shara (HKS13,500m) (2021; HK30.22 per ordinary shara (HKS10,584m). Mo liability was recorded in the financial
staterments in respect of the fourth intenm dividend for 2022,
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Total coupons on other equity instruments

2022 2024
L Hachri
UESHS00m Faed rmte parpatunl subordinatad loan [nberast min Totad at S 5108 50 a5E
UREF00m Fimed mta pespatunl subordieted loan [aterset mis faed ot 6 B0 438 dFd
UR%1,000m Fod rate parpatusl subordnatad ben [intemss mbs fooed ot & 03085] 477 474
US$1 200m Fuoad iate pardatshl subordnated ken [ntanst sbe fosd et 51 722%] 580 LTE
URHE00m Fxed rmta parpatual subordineted losn [nterest mia foced st & 81054 278 ATE
U5, 100m Fooed rate comatusl subordnnted lan hrtemnst mbe foed et 6 00076] 518 13
Total 2,739 PRI
7 Trading assets
2022 021
HKEm Himy
Teanguny ind othar q!:pi_:!_l-i_lgulh 132,737 132,104
Dubt pacurian 231,601 2PLEE
Equiy sacurtss 264,347 EAAF0
Ravares mpurchses sgrasmiants and other smins saovned '#ed-'!g' 590, 308 BaE19
Qa3 11,522 1A
At 3 Dac 899,805 7751

1 Further produet details have bean included fa reconciie fo Nete 30 'Offceming of financial assars and finaneal habiiies” with affeer from
31 Decernber 2022,
2 ‘Orher’ includes term lencing and other 3cCounts wirkt banks and customers,

8 Derivatives

Meticnal contract amouns and fair values of dervatrves by pr:ad uct contract type

Mothonsl Contrect Bmmount Fair value - Axsets Falr waliss - Linbiities

Trading Hedging Trading Hedging Totsl Trading Hedging Toml

HEgm HEdm HE$m HE$m HHdm HE$m HEm Hi$m

_Fomsgn Exchangs 19,574,143 34877 263,215 3,226 266441 281,468 14 281,482
Imtacaat rabe 32,534,469 456,741 529,327 12,416 541,743 575,665 3,326 576,991
Equity Tas.2e - 18,363 - 18,363 14,017 - 14,017
Cradd 452 180 = 2,386 = 2,366 2,708 - 2,708
Commod gy and other 159, 242 - 3,230 - 3230 3,835 - 3,538
Graas total 53,515,315 491,618 815,521 15,642 832,163 87,797 3,340 BE1.137
Cifest (329,352} {328,302}
At 31 Dec 2022 502771 551,745
Farggn Exchonip 1S fa, 0 166,110 4401 1685611 160054 8l TR0LEST
Imtarast rats 0052 TS 218, Ehh SEE BT 4,321 272,844 a72,343 1,408 I 748
Equiy B 058 - 8.1 - T6ETT 14,800 - 4800
Crodn 13340 - 3,845 - D488 4437 - 4407
Commodiy and othar 145577 — 1,584 = 1,5 2aMa - 2%
s 151l A25 T e SFET &7 54 i.7de 56406 GA3.851 1829 b 220
Oifmat (a0, 425) 1180,129)
Ar 31 Dec 2021 36167 B T

The notional contract amaounts of derivatives held for trading purpesas and derivativaz designated in hedga accounting relationzhips
indicate the nominal value of transactions outstanding a1 the balance sheet date. They do not represent amounts ot rsk.

Use of derivatives

The group tranzacts dervativas for three primary purposes to create nok managemant solutions for chents, to manage the portfoho rizk
arising from client business, and to manage and hedge the group’s own risks. Derivatives (except for derivatives which are designated as
affactive hadging inctrurmnants) are hald for trading. Within the hald for trading elazcification are two types of derivative instrumants:
thosa usad in cales and trading activitiaz, and those uzed for rick managamant purposas but which for varicus reazont do not meet the
qualifying criteria for hedge accounting, The second category includes denvatives managed in cenjunction with financal instruments
dasignated at fair valua. Thaze activities are deccribed more fully balow.

The group's derivative activities give rise 1o significant open positions in portfolios of derivatives. These positions are managed constantly
to ansure that they remain within accaptable rizk levals. When entaring into darivative transactions, the group employs the same credit
risk management framework 1o assess and approve potential credit exposures that it uses for traditional lending.

Trading derivatives

Mest of the group's darvative transactions rélate 1o sales and trading activities. Salas activities include the structuring and marketing of
darrvative products 1o customers to anable them to take, transfer, medify or reduce current or expected nzks. Trading activities include
rmarkat-making and rick management. Market-making antailz quoting bid and offar pricas to ather market participantz for the purposa of
ganearating raveanuas based on cpread and volumea. Rizk managemeant activity is undariaken to manage the rizk arising from clant
transactions, with the principal purpose of retaning client margin, Other denvatives classified as held for trading include non-qualifying
hadging darvatives.
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Notes on the Conzolidated Financial Statements

Derivatives valued using models with unobservable inputs

Any initial gain or loss on financial instrumeants whara the valuation is dapandent on unobsansable parameaters is deferrad aver the life of
tha contract or until the instrument is redesmed, transferrad or sold or the fair value becomes observabla. All darivatives that are part of
fualifying hedging relationchips have valuations bazed on obzarvable market paramaters.

The aggregate uncbsarvable inception profit yet to be recoegnized in the incoma statement iz immaterial.
Hedge accounting derivatives

Thea group applies hedge accounting 1o managa interest rate and fereign exchange rick. The group uzes derivativas (principally intarast
rate and currancy swaps) for hedging purposes in the management of #5 awn asset and liabilty portfalics and structural positions, This
enables the group to optimice its overall costs of accessing debt capital markets, and to mitigate the market rigk which would otherwise
arize from structural imbala nces in the maturity and other profilas of its aszets and liabilties. The accounting treatment of hedging
transactions varnes according to the nature of the instrument hedged and the type of hadging transaction, Darivatives may qualfy as
hadgas for accounting purposas if they are fair value hedges, or cach flow hadges.

Hedged risk components

The group designatas a portion of cash flewe of a financial instrumeant or a group of financial instruments for a specific interest rate or
faraign currancy nek componant in a fair value or cash flow hedge. The designated rizke and portions are either contractually specified or
etherwise separately identifiable compenants of the financial instrument that are reliakly measurable. Risk-free or benchmark interest
ratas ganarally are regardead as baing both caparataly idantifiable and reliably maacurabla, axeapt for tha |ber raform tranczition whara the
group designates alternative banchmark ratez as the hadged rick which may not have bean ceparataly identifiable upan initial

designation, provided the group reasonably expects it will meet the requirement within 24 months from the first designation date. The
dezignated rick cormponant accounts for a significant portion of the cverall changes in fair value or cash flows of the hedged tam{z).

Fair value hedges

The group enters into to fuced-for-floating-interest-rate swaps to manage the exposure to changes in fair value due to movements in
market intarast rates on cartain fixad rate financial instrumentz which are not meazured at fair value through profit or lozs, including delbt
zacuritias hald and izzuad.

HSBC hedging instrument by hedged risk

Hedging natrsment
Carrylmg &madint

Motional mmount” Azpets Linbilities Eadance shest Chenge in feir velee’

Hadgad nek ‘HHgm HEgm HEgm presentation HHE§m
Intarast mtu 309,450 11,781 2.8 Derlvatives 6,130
At 31 Dec 2022 F09,450 11761 2281 6,130
Interast mbs 200.BM 4,148 1,087 Dlarestrvan 2,458
A1 Oae 2021 Futh-al 4,145 1,387 L 456

T The notional contract amounis of derivatives desgnated in qualifisng hedge accounting relationships indicate the norminal value of fransactions
ouTstanding ar the balance shear date. They o ner Fépresent Srmounts &t risk
2 Used in effectivenass reasting. wiveh uses the i fair value change of the hedging instrumant pot excleding any Component.

HEBC hadgead itam by hadgad rick

SR R
Acclamulated falr valus hedge adjustments incleded in R sad
Carrying mmeunt carrying smount” Change in fair hw‘mﬂtmi
Aspets  Lisbilities Aspets  Linbilithes valus' loss Profit and lass
Hadgad nek HKE$m HE$m HE$m HH§m Balnnce sheet prosortation HEfm HK$am
Financial imrastm snts
mesasured at fair value
Mt income from
Ahacghy atlsar finameial instrumerts
. . 287,926 1o,312) comprahensive inceme (10,718} Il for trading o
Intarnest mie Loans snd advances o 2an memaged on o feir
5755 (435 custamers {351} valus basis
1181 —_ Diabt securitiss in izsus a
33,113 (2,260) Subordinated liabilities’ a4,692
At 31 Dee 2022 252,881 34.274 (10,747 {2.260) 16,357} 230
Firsancal sivasimants
ranaurad at fir vakes through .
182, T80 118 athar cormpraharsneg oo |4, 230} i.nn:-‘cu; n:::':-.:';::
Intarast mka Lomts snd advanoss ta [ mald for treding of
B AER ¥ custoT ars k1) managed on & fa
1. 265 B I.'!:El: Bl RIGE ©Y e "__,1 Wik B
A7 2413 Bubosdimated lebiktes’ 2472
At 31 Daz 2021 185,254 39,052 44 FRrr [ G} 171

T Uked in effectivensss rasting, wivch comprise an amount srnbotable ro the dasgnared hedged risk that can be 3 risk component,

2 The accumuiated amount of fair value adfusmaents ramaining in the statement of financial postion for hedged items that have ceased to be
aditstad for hadging gans and iasses wara assars of HKST43m (2021 HEKSTEdm) for FVYOCT azsers and aszers of HKS1, 243m {20271 mv) for
subordingted Habiities,

J Represents Loss Absorbing Capacity ("LAC T instruments issued by the Bank 1o HEEC Asa Holdings Lirvted, the balance of which is ingluded in
“amoums due fo Group companes”.
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Sources of hed ge inaffectivensss may anse from bagis risk including but not Bmited to the discount rates wsed fior calculating the fair
value of dervatives, hedges using instrumants with a non-zero fair value and notional and timing differences betwean the hedged itams
and hedging instruments.

The intarest rate nek of the group's fied rate dabt sacurities issued iz managed in a non-dynamic risk managament stratedgy.
Cash flow hedges

The group’s cath flow hadging instruments consist principally of interest rate swaps and cross-currency swaps that ara used to manage
the varsability in fulure interast cazh flows of non-trading financial aszete and liabilities, aricing due to changes in markat intarast rates
and forsign-currency basis.

The group applies macra cash flew hedging for interast-rate nsk exposures on portfolios of replenishing current and forecasted Zsuances
of non-trading asseis and liabilities that bear intarest at variable rates, including rolling such instrumants. The amounts and timing of
futura each flewse, repracenting bath principal and intarast flawe, are projacted for each ponfalio of financial azzetz and liabilitiez on the
basiz of thair contractual tarms and other relevant factors, including estimatez of prapayments and defaults, Tha aggregate cach flows
raprezenting both principal balances and interest cash flows across all portfolios are used to determine the effectivensss and
inaffactiveneass. Macro cach flow hedges are considared to ba dynamic hedges.

The group also hedges the vanability in future cash-flows on foreign-dencminated financial assets and liabilities arsing due to changes in
foraign exchange market rates with cross-curreancy swaps; these are considared non-dynamic hedges.

Hadging instrumeant by hedged risk

Hedging Inzirsmemnt Hedged item Inetiectiveness
Carrying smount

Maotonal Chamge in feir Aecognised in
ammount’ Azsets  Labilites  poinnes shee walue' Change in fair value®  profit snd losa Proft and lass
Hedgad nek HE$m HE §mi HHE§m precentation HK$m HH HE$m procentation
Nt incomie from
F cLrans 34.877 3,236 14 Derivatives 5,461 5,461 = fimancisl instruments
oneign [ i) m for =
managed on o fair
IraeiEt rang 147,291 555 1.045 Derivatives (448) 244y = wvalua basis

At 31 Des 2022 162,168 3,881 1,059 5013 5,013 -

Mk irnima from

Faragn cutangy 74,722 3800 623 Darvalaes 6,082 6062 —  fnanciol ssirumants
Fakd for tading or

mansged on s Tai
Irstaeaat rate e Oh 4 1 <] 19 Careatngs 140 1480 = wa L hagia

ARG Des 2021 Ri?'.g&-'i 3554 G 5408 Gl OE =

T The notional comract amounts of deriatves designated in qualifying hedge S0counting relanonshias indcate the nominal valie of ransactions
ourstanding a1 the balance sheer dare. They do net répresent 3mMounts at risk.

2 Used in effectiveness festing comprising the full fair vale changie of the hedging instrument mot excluding any cornponent.

3 Used in efectivensss a558ssment. Comprisimg amount armibutabla to the designated hedged risk that can be a risk component

Sourees of hedge melfectivensss may arise fram basiz sk, including but net limied to timing differancesz between the hedged nems and
hadging instruments,. and hedges wusing instrumants with a nen-zere fair valua.

Reconciliation of aquity and analysic of other comprehansies mcomea by nsk typas

Irbarast fita Faraign curramncy
HHESm HEEm
Cagh fiow hodgng reeensg st 1 Jen 2023 108 45
Far wilua gandlioesia| (448 5,481
Feer wafua igans| echesifmd from the ossh fioer hadge resene to the noom s stistemant in respact of
Hedigad itarnas that have affected prald or loas j_'ll)ej M'I}
dncomatems 112 238
Others ) =
Cash flow hedging reserve at 31 Dec 2022 [F38) .14%
Gagh Tow hadgng tesenes ot 1 Jan 3021 £ 5T
Fas yalua gaise 140 8063
Far walua igans] rechasimd from tha oo flow hedga resensg 1o the ncom & ointamant in raspact of
Hedgad tarms that haws 8fTested proln of lbaes 30| {5.065)
incoma texes EA7| 158
Dharg — 4
Caah fiow hadgng rissrns ot 31 Deo 2021 108 L

Interest rate benchmark reform

At 31 December 2022, HK$157,460m (202 1: HK329,608m)} of the neticnal amounts of intarest rate derivatives designated in hedge
accounting relationships are expected to be directly afiected by market-wide |bors reform and in scopa of HKFRS Intarast Rate
EBanchmark Reform Phase 1 amendments, They do not rapresant the extant of the rick expozura managed by the group.

Further detailz regarding tha impast of the market-wide banchmarks reform i= 8t out in the Top and amerging ricks’ saction on pags
29:26 as specifmd as "Audited”.
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Notes on the Conzolidated Financial Statements

8 Financial azsets designated and otherwize mandatorily measured at fair value through profit

or loss
Fired iyl
Mandetorily Mandatonky
Dasignated st messured st Dagignaied o PR 3
fair valus fudr walus Total i valksn Tair vakua Taotal
HitEm Hitm Higgm HiBm Mg HEgm
Trampury and otnar abginls ille - 743 743 — 241 241
Dabt sacurit=s 18,754 10,482 28,246 ey 11,066 £3.813
Soutymeuntes - 186955 186955 - 163,125 169,126
Favanss rpunchogs agrasmants snd othar srmisr secured lendmg' - 1,764 1,764 - trr T
Ctinar 4 - 7. ra3 7,743 = 8,545 8,043
At 31 Dac 18,754 207 657 238,451 12647 168 5h2 ok ]

T Further product derails have been included to reconcile to Note 30 'Offserting of financial assers and financial fabiliies” with efect from 31
December 2022
2 “Deher’ includes ferm lending to banks and customers, and default fund contribution,

10 Loans and advances to customers

2022 2
HE$m HEGm
Groms loans brd sdvanced b customars 3748013 GEmSeE
Expadted cradi bes alliowancss (3D, 984) |32.0% 7]
At 31 Dac 3,705,148 3640558

Tha following table provides an analyzis of gross loans and advances to customers by industry sector based on the Statistical
Clazzification of economic activities in the Evropaan Community {'NACE"),

Analysic of grozs loans and advances to customers

2022 i d]
HEgm HEFm
Aasdental mangeges 1177614 L1E7 467
Crwdit onrd mdvencas 82,023 =N
Dt parparsl 255,747 276814
Total i 1,525,384 1552311
Aoolestnts S70.30 55T
“Whalksals and ratail tinda 377,359 434,766
Msnudectirng 372,080 490,053
Trafdanation and #Beinge 108,172 191,368
Oitihar 480, 751 471,968
Tatal carperate and commarcial 1,916,752 L6711
Mon-bank fnenael inebtutions 302,977 283 234
At 31 Dac 3745113 372 006
By geography’
Hung Kong +.332.813 £ A%7TES
Aot of Asm Pacilc 1,412,300 1436 167

T The geographical information shown above = clazsified by the locarion of the principal aperations of the subsiciane or the branch responsible for
acvancimg the funds
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Finance lease receivables and hire purchase contracts

The group leases a varety of azsets to thind parties under finance laases. At the and of leace terms, azeets may ba zold to third parties or
laagad for further tarms. Rentals are calculated 1o recover the cost of assets lesc their residual value, and earn finance incoma. Loans and
advances to customens include recervables under finance leases and hire purchase contracts having the characierstics of finance leases.

Mat investmant in finance leases and hire purchase contracts

iy 20
Totel futurs Unessirmied Tiokad futista Liriaaimad
mirdmiiem financa Ll e ) Pl
paymieiy incoms  Pressnt valus paryTan e ncoma Pracent vakes
HESm HHK$m HE$m HiEm HESm HCEm
Amourts raddnetbs

= Within one yanr 2.8am {783 2188 4705 1213 2,503
— s b T yaare 2,538 7243 1.814 3543 [1.061] R
— T BO T Yanre 2,287 877) 1,610 2057 121 1,645
= g to fowr yasrs 1‘,,22_! i.'gl-il 'I_QBI 2057 |762] 1,556
= four b { hea yaada 2,172 Eiﬂ 1,553 2300 Ea7] 1,655
= nftir T yonrs 24,585 (4,728 19,656 P [af0R] AE.E30
&Hl m M_ 47186 |7.768)] 407

Expactad ¢radl loss alkrwancas {209 |Z7E]
At 31 Dao 28,204 P i)

11 Financial investments

2022 20

HEEm Hkm

Famancia] svastmants massunsd 8t far walue Susugh othad comipdibanss inoomss 1,248,652 1,643,001
= transury and othar algits bl 612,590 BEG. 245
- dabt securfms 828,537 BER E54
= GguEty SacUrg=a 7125 70
DL irstrumanite mabmedd A8 ailied Sost 974,709 Bl HE4
= tramsury s ofhar algibbe bl 13516 5,200
- cabt gucurn=s 839,293 456,654
At 31 Doc 2,221,361 2 061 615

Equity inctruments maasurad at fair value through othar comprehencive income

02T 02

Dividands Dtz

Fair walue recognised Eair walua g e d

Type of equity instrn it HK$m HEfm HESm HES™
Bk fadikintion 5615 217 6,640 tER
Irvamtrmants raquired by cantmi nebfubona 404 a 420 3
Oaharg 106 = 143 &
At 31 Deo 7125 220 7,02 =
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Notes on the Conzolidated Financial Statements

12 Assets pledged, assets transferred and collateral received

Assets pledged

Financial assets pledged 1o secure labilities

20k e

HE$m HKEm

Treasury babs snd athat abigbls seountios 129,13 62,804
Losns snd schvsrioas by banks 4,372 LEALN
Lonns end achvences to customars 22,812 o0,a0
Dbt gaguribed 149,687 134,747
Equity ssouritien 34,388 A ARG
I::r.m_snlh.mlm:l -'|'IIF|‘\|_Jd_IC|‘ﬂ i ot w1 129,025 Th.a8
i et i g
Beneount of Sabilibas sacured 354 146 23 AaE

Tha table above shows aszets wheara a charge has bean granted 1o secure lakilities on a legal and contractual basiz. These transactions
ara conductad under tarms that are usual and customary to collateralized transactions including repurchase agreamants, securitias
landing, derivative margining, and nclude aszets pledged 1o cover shoert pasitions and to facilitate senlement procasces with clearing
houses as waell as swaps of equity and debt securites, The group places both cash and non-cash collatesal in relation to derivative
transactions,

Heng Keng currency notes in circulation are secured by the deposit of funds in respect of which the Hong Keng Government cartificatas
of indebtednacs ara hald.

Financisl aszets pledgad az collataral which the countarparty haz the right 1o zall or repladge was HK$153,461m (2021 HKS8S, 162m).
Aszets trancferred

Trancferred finsncial azzats not qualifying for full derecognition and szsociated financial labilities

202% 20

Carrying amaunt of: Carnpng amaout of
b i i ! Tranefarmed Aspocated
LEEE limbilinies ALEHTT lighittmg
HESm HH§m HEgm HEgm
Rapurchasa sgreamants 167 260 151,677 196554 134 PR
Sacuri=g lindng agasmants 70,036 36449 48171 FL
237288 155,321 180,165 124, 546

The assets pladged inchude transfers to third partiss that do not qualify for deracognition, netably sacured borrawings such ac dabt
sacuritias held by countarpartias az collateral under repurchase agreaments and aquilty securities lant under securities landing
agreaments, az weall a2 ewaps of equity and dabt securities, For cecured borrawings, the transferred accet collateral continues 1o be
racognized in full while a related liability, reflecting the group’s obligation to repurchace the acsete for a fixed price at a future data, iz
also recognised on the balance sheet. Where sacurities are swapped, the transferred asset continues to be recognised in full, There iz no
aczociatad liability ag the non-cach collataral received is net racognicad on tha balance chest. The group iz unable bo uze, sall or pledga
the trancfarred assetz for the duration of the tranzaction, and ramaing exposed to interast rate rick and credit rizk on thaze pladged
assals

Collateral received

Azzats aceaptad as collateral ralate primarily to standard securias borrowing, revarse repurchace agreemeants, swaps of sacurities and
darivative margining. Tha group iz cbliged to return equivalent securities. These transactions are conducted under terms that are usual
and cuctomary to standard securities borrewing, raverca rapurchace agrearmants and darvativa margining.

Fair value of collateral accaptad ac securnty for assats

20 Fin-d}

HEfm HESm

Fand walas af collataral parmtiad 9 sl or redladps i 1He alieadcs of daleult 1.-'33?..32_% 1,134 256
Fair walus of oofintered sctunliy sofd or replodgaed 520,756 aF17
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13 Investments in subsidiaries

Main subcidiarias of the Bank

Tha geoud's Frlanest i
e ghan capaial

Pscs of Bcmorstan PG pal sty MR Of Sharbir Sapital

Heng Sang Bank Limibed Hang Kong Benking B 14%%

‘ﬂiﬁf‘; Bank rl:hmﬂ_l’,:r?mmﬂv Limitad s Ches Banking 1005
HEED Bank Madsyges Bgsfusd Me'myen Banking 100%:

HEEE Bank Acmtmin Lmibed? Ausstralin Emnking 10045

HEZEC Bank [Tammn) Limibed” Tamwan Eanking 100%

HEES Bank Bngepom| Lmdsd Singapora Benking 100%

Ratiramant banafis and
HSEG Life [intamotonnl] Limited” Basmiudn lifa numnes 1005

1 Hald indirectly.

All of the abowve subsidiaries are included in the group’s consclidated financial statements. Theze subsidiaries maka theair financaal
statamants up to 31 Deacambear.

The principal placaz of buzinass are the same as the places of incorporation axcept for HSBEC Life {International) Limited which operates
mainhy in Hong Keng.

The proportion of voting rights held iz the same as the proportien of ownarzhip intarest hald.

The main subsidiaries are regulated banking and insurance entities in the Asia-Pacific regien and, as such, are required to maintain

carain minimum levels of capital and liquid assets 1o support thair operations. Thae affect of these regulatery requiramants ic to limit tha
extant to which the subsidiaries may transfer funds to the Bank in the form of repayment of chareholder loans or cach dividande.

Subszidiary with zignificant nen-contralling intarast

2022 2021
HE%m HitEn
Hang Song Bank Limited
Proportsaon of ownamhip intemsts snd voting righte hald by non-controllng ntarests A7 06 a7 B8
Profd aitrbutnbk 1o non-contealing mnbenss 3,835 BT
Accumiusted nomcontrollng mtersste of the subediary 65,237 R, 451
J_l:__):n;hnds poid 1o nen-eontrilling LCITT L S 2;“_23 f_.:i-_‘ﬁ.
Summarised financial inform ation {before intre-group sfiminations);
= tafnl pssats 1,853,805 1E20, 188
— tatal habitas 1,709,844 1,536,758
= mat operateg noomae bafore changa n axpected oredit loasas snd othar credit mpsermant chegos 33,884 peate s
— profd for tha yane 10,151 15,5946
= pthar comprahensas axpanas for the yese, net of by {2.4446) 1367
;m_cdmmuhuw [alreayl] Fg_:_\l._r_:_yﬂu_y 7. 705 13.&.‘2_‘9_'
14 Interests in associates and joint ventures
Associates and joint ventures
2022 2021
HEEm HiEen
Snaig of net adsts 182,137 G A0
Qoodwil 3815 4,141
e Tt H i)
At 31 Dee 185,658 B8, 455
Az 31 December 2022, the group's interests in associates amounted to HKE185 888m (2021: HK$188,485m),
Principal associate
Piach of INGOpOrascn The QUCUE'S N SIGET N B6S3 shars cagaal
Eonk of Commun kations Co . Lid mairdsnd Chen 13 (%

Eank of Communications Co., Ltd. is listed on recognised stock exchanges. The fair valus represents valuation based on the quoted
rnarkat price of the charas held (Level 1 in the fair valua hisrarchy) and amounted to HK$362, 48%m at 31 Decambar 2022

{2021: HK3S6.579m),
Bank of Communications Co., Ltd ("BoCom’)

The group's investment in BoCom iz classified ac an associate. Significant influence in BoCom was astabliched with censideration of all
ralevant factors, mcluding representation on BoCom's Board of Directors and participation in a resource and expenence sharing
agreamant {RES’), Under the RES, HSBC staff have bean seconded to assist in the maintenance of BoCom's financial and aperating
palicies. Investmeants in aszociates ara recogniced using the equity methad of accounting in accordanca with HKAS 28, wheraby tha
invastment is initially recognized at cost and adjusted thereafier for the post-acquisition change in the group’s chare of BoCom's net
assets. An impairment test is required if there is any indication of impairmeant.
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Notes on the Conzolidated Financial Statements

Impairment testing

At 21 Decamber 2022, the fair value of the group's investment in BoCom had bean below the carrying amount for approximataly eleven
yaars, Azs a rasult. the group performed an impairmant tast on the carrying amount, which confirmed that thers waz no imparmant at 21
Decembar 2022 as the recoverable amount az detarmined by a value-in-uza {"VIU') caleulation was higher than the carrying valua.

M
31 Dec 2022 31 Do aid
Carrying Fair Caeryng Fair
i value walue WL vl wilug
HK§bn HH$ten HE$bn HEgEn Hezon HEgEn
Balom 183.0 182.3 B35 1230 1L EEE

Tha headreom, which iz defined as the axtent to which tha VIU excesds the carrying valua decraasad by HK37 Sbn comparad with
31 December 2021, The decrease in headream was principally dus to revizions to managemaent's best estimates of BoCom's future
eamings in the short to medium term, and the impact from BeCom’s actual performance,

In future perods, the VIU may increase or decrease depending on the effect of changes to model inputs. The main model inputs are
daszeribad balow and are bazed on factors cbzanvad at pariod-and. The facters that could recult in a changa in the VIU and an impairmant
include a chomt-term vndarparformanca by BoCom, a changa in regulatory capital requirernants or an increase in uncarainty ragarding
the future parformance of BoCom resulting in a downgrade of the forecast of future acset growth or profitability. An increase in the
dizcount rate could also result in a reduction of VIU and an impairmant.

If tha group did not have significant influanca in BoCom, the investmant would be carried at fair value rather than the currant carrying
valua.

Basziz of recoverable amount

The impairment test was parformed by comparing the recoverable amount of BoCom, determined by a WIU calculation, with s carrying
amount. The VIU calculation uses discountad cash flow projections based on manageament’s bast astimates of future earnings availabla
to ardinary shareholders prapared in accordance with HKAS 36, Significant management judgemant is required in arriving at the best
astimate.

Thers are two main componants to the VIL calculation. The first companent i management’s bast astimate of BoCom’s earmings.
Foracast sarmings growth ovar the short to medium term ara lowar than recant {within the last five years) historical actual growth and
raflect the uncartainty arizing from the current aconomic outlock. Raflecting managament’s intent 1o continua 1o relain its investmeant,
sarmings bayond the shor to medium tarm ara then extrapolated into perpetuity using a long-term growth rate to derme a terminal value,
which comprizes the majerity of the VIU. The second cemponent is the capital maintenance chargs {'CMC'), which is management’s
faracast of the earnings that naed to ba withhald in erdar for BoCom te maat capital requiramants over the forecast paried, meaning that
CMC iz deducted when arriving at managamant’s astimata of future aarnings availabla to ordinary chareholdars. The principal inputs to
the CMC calculation include ectimates of asset growth, the ratio of risk-weighted assets to total assets and the expected capital
requiramants. An increasa in the CMC as a result of a change to thesa principal inputs would raduce VIU. Additicnally, managameant
considers othar qualitative factors, to ansure that the inputs to tha VIU calculation remain appropriate.

Key assumptions in value-in-use calculation
Ve uzad & number of aszumptions in our VIU calculation, in accerdance with the requiremeantsz of HKAS 36:

+ Long-term profit growth rate: 3% (2021: 3%0) for peneds after 2026, which does not exceed forecast GOP growth in mainland China
and iz similar to forecasts by external analysts.

+ Leng-term ascet growth rate: 3% (2021: 3%) for periods after 2026, which iz tha rate that assaic are axpacted to grew to achieve long-
tarm profit growth of 3%

* Digcount rate: 10.04% (2021: 10.03%,), which iz baced on a capital azzet pricing modal ("CAPM'], using markat data. The dizcount rate
used is within the range of 8.4% to 10.4% (2021: 8.7% 10 10.1%) indicated by the CAPM. Whils the CAPM range sits at the lower end
of the range adoptad by calacted axtarnal anabystz of 8.8% to 13.5% (2021: 9.5% to 13.5%), we continue to ragard tha CAPM range az
tha most appropriate basic for determining this azsumption.

* Expectad cradit lozses ('ECL') az & parcentage of customer advances: ranges from 0.55% to 1.05% (2021: 0.58% to 1.12%) in tha shon
to madium term, raflecting reparted credit xperiance through the angoing Cowd-19 pandemic in mantand China fallowed by an
expected reversion to recent historical levels, For perods after 2026, the ratio iz 0.97% (2021 0.97%), which is higher than BeCom's
avaraga ECL az a parcentage of customar advancas in recent years prior te tha pandamic.

*+ Rigk-waightad acgats az a parcantage of total aszets: ranges from 61.0% to B4.4% (2021: 61.0% 1o 62.4%) in tha shor to meadium
term, reflecting higher rick-weights in the shen term followed by an expacted reverzion 1o recent historical levels, For penods afier
2026, the ratio ic 61.0%9 (2021: 61.0%), which i similar to BoCom's actual results in recent years,

+ Oparating income grawth rate: ranges from 1.9% to 7.7% (2021: 5.1% to 6,2%) in the short to medium term, i lower than BoCom's
actual rasults in recent years and is similar to the forecasts disclosed by external analysts. This reflects BeCom's most recant actual
rasults, global trade tensions and industry devalopments in mainland China

* Cost-income ratio: rangas from 35.5% to 36.3% (2021: 35.5% to 36.1%) in tha short to madium tarm. These ratios are similar to
BaCom's actual results in recent vaars and forecasts disclozed by axtarnal analyzts,

+ Effective tax rate ('ETR'): ranges from 4.4% te 15.0% (2021: 6.8% 10 15.0%]) in the short 16 medium term, reflecting BoCom's actual
results and an expected increace towards the long-term assum ption through the forecast period. For periods after 2026, the rate is
15.0% (2021: 15.0%), which is highar than the recent historical averags, and alignad to the minimurm tax rate as proposed by the
OECDVEE0 Inclusive Framework on Base Erocion and Profit Shifting,

* Capital requiremeanis: capital adequacy ratio of 12.5% (2021: 12.5%) and tier 1 capital adequacy ratio of 5.5% (2021: 5.5%), baced on
BaCom's capital rck appetite and capital requiraments respectivaly,
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The follewing table shows the change to each key assumption in the VIU calculation that on its own would reduce the headroom to nik

Key sssumption

Changes to ey sssumption to reduce headroom o n#

* Long-term profit growth rate = Decrense by 2 baass points
* Long-teim SEeat Glowth e 4 [ncreags by 2 basia ponte
= Digoount rate o [Increass by 3 basis ponts
= Expecwd credit lodses 0s o percentage of customer advances = Incresse by <1 besis points
= Rigk-weighiod sssats o o percentags of ool meels = [ncrease by 14 basis pomts
= Opemiing incomd growth mie = Decrenss by 3 besss point

Coat-incoms rmno .
Lowng-tarm effective tax rane -
» Capitl réquirgments - copitel adequicy i .
Capitl requirements — ter 1 copital sdeguacy rako -

Incresse by O bogis ot
creage by 26 bags pomis
Increase by 3 bosis ponts
Increase by 173 basis points

The following table further illustratas the impact on VIU of reazonably pozcible changes to key accumptions. Thiz reflacts the censitivity
of the VIU to sach key assumption on its own and i 15 pessible that more than one favourable and/er unfavourable changs may ecour at
the same time. The selected rates of reasonably pessible changes to key assumptions are based on external analysts” forecasts, statutory
raquiramants and other relavant extarnal data cources, which can change pariad to period.

Sensitivity of VIU 1o reazonably possible changes in key assumptions

Favourabde change Unfavournble changs
Ineranse in Decreass in
il Wi Vil il

bps MEgbn HESbn bps HESbn He$bn
At 3 December 022
Longsserm prof t growth rate’ +T5 281 2111 =71 21.1) 161.9
Long-tarm sasat growth - 242 207.2 +75 31. 151.2
Dscount mta -164 T3 237.3 +138 (26.7) 154.3

2022 1o 2026: 95 2022 to 2026: 120
Expictod cridel |odsas o 8 irsantags of cughomar adhvancss 2027 ormyvarda: 91 14.9 187.8 2027 onwards: 104 22,5 160.5
Rk wighied nesats mé & parcentops of tofal pssats 118 [i%-] 1838 +2 39 {17.5) 185.5
Jpambing nooma growth mey s Ltk acels = 2.5 o]
Cioah-mooma mtis 122 a1 191.1 +174 (16.5) 1665
Leng-tarm af fectees tax rats 426 1.8 194.8 +1000 @2r.7 155.3
Coprisd mguesmaents = capitel sdaquesay mto - - 1830 +181 (B 1342
Capinl Mauinemants - tid 1 eapitsl noeauney 1ets - - 183.0 +266 [24.8) 158.2
At 5 Decambar 2021
Lerig-tarm praf @ growdh rats’ +87 ot 1 238 1 £3 120 5] 172 &
Long-farm sssat Growsy mta’ &3 223 2964 «827 BE2] 1584
Chacount nata =133 ¥ i 07 | 62z
2021 w 2026 102 2029 o HREE 121

Expacted creds losaas nd n parcenings of customar adhvangss 2028 orvemrds 91 15 2043 2028 orvwarda 106 19 1720
Rek-waighted pesits sk 8 percentops of toial neasts -111 e 156 3 +a80 15 8] 172
Opambing mooma growth mba w7 L 2012 ] 13 E] 178.4
Coat-reoms i 163 138 2056 +134 na 1603
Long-farm af fectees tea navbe 104 2.8 1965 9 =1000 [2ra) 166 6
Eggl_u! Mgurimants — capital addqusdy rats - - 153 0 friris] [#7E] 116 .4
Capitel requisamants = B 1 cepisl sdequacy o - - 1230 b B0 1430

T The reasonably poszible ranges of the fong-term profit growth rate and fong-term ass6t groweh rate azsumpiions reflect the close relationship

berween these assumprions, whneh would result in offsemting changas fo aach assumpiion,

Conzidering the interrelationship of the changes set out in the table above, management estimates that the reasenably possible range of
VIV iz HK$131.9bn to HE$223.9bn (2021: HE$148.3bn to HK3228.4bn). The range is based on impacts set out in the table above arising

fram the faveurabla/unfavourabla ehange in the sarnings in the chort to medium tarm, the long-term expected credit loczez ac a

parcantage of customer advances and a 50bps increaze/decrease in the discount rate. All sther long-term assumptions, and the bazizs of
the CMC have been kept unchanged whaen determining the reazonably pessible range of the VIU, Impairmant, if determined, would be
racognised in the incomea staternant. Tha impact on group’s CET1 ratio is expacted te ba minimal in the avent of an impairmant, as tha

adverza impact on CET1 capital frem the impairment would ba partly offzet by the favourabla impact from a lower carrying valua.

Selected financial information of BoCom

The statutory accounting rafarance date of BeCom iz 31 Deceamber. For the year anded 31 Decambar 2022, the group included tha

associate’s results on the basis of financial statemantz made up forthe 12 months to 30 Septembar 2022, but taking into account the
financial effect of significant transactions or events in the period from 1 October 2022 1o 31 December 2022,
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Notes on the Conzolidated Financial Statements

Selected balance shaet nformation of BoCom

AL A0 S
2022 2021
HKEm HiEgm
Cash and bBalancad with carbmi Banka “1..:754 B0, A2
D from and placamants with banks and othar {nanamsl insttubons FTE 032 Fraprs
Loans and achwanoen m.?_\_..._a'lnmra T.m_# ?.?’51;2.5_.?._
Cihar firmancml seests 4,282,704 o 3T ARE
CHinar sssatn 438,653 aMOTa
Total azzets 'IM 4,052 77
D to and placemends Trom benis snd oSher fimances| mettutions 2160 865 FFE T F]
Daponits from customars 8,920,658 =Ry L
(e financl habilmas 1,851,657 1,778,110
Ottt inbitras 377,086 o1idis
Total liabdlitias 13210264 12500 853
Total eauity 1.149.872 176048
Reconcilkation of BoCom's net ascats to carrying amount in the group’s consolidated financial stataments
AL D Sap
2022 ey
HKEm Mtk
Tha group™s share of ordinory sharghoidarn’ aguty 178,526 160,758
Coatwnll 3728 &0
Cmr @t 19!.;51 134,LE':E_

Saelacted income statemant infermation of EoCam

Far thi 12 o i 30 Sao

2022 s

HHEm HEEm

Mok ndiragt iNComa 1m.._“ 131'9?5-
Mat faa and commismon nooma 53,887 =
Cradit and mmpairnant lossaa [76,045) |G, A0
D racatean and amomisalsn 118,306} |97 651
Tex axpersa (4,681} @118
— prefit far tha yast 106, 352 190500
= othar compihenevg spanss 1,921} [rE:lal
Total comprehensive income 104.431 107608
Onvidende reosnved from Bolom 5.881 B aB8

LUising the latest period for wihich BeCom has disclosed this imformarion dar 30 Jure 20220, the group’s share of a3500ate’s contingent labiities was
HKS342 83dm (2021 HKE452, 258m).

15 Goodwill and intangible assets

Geodwill and intangible assets include goodwill arizing on business combinations, the prasent value of in-force long-term insurance
businezs, and ather intangible aszats.

2022 FE
— —— Mh -
Toodwl 8,795 7116
Prapent valia of s-forcs long-tarm naumnes Dusinees 65,537 (= )
e w¥iang bla sreta’ 30,087 4,500
At 31 D 102419 56,181

T Includad within OHEr NTSRGIIS BE58E8 12 irtermaly Gensrated SoMWars With & Ret SAFRYing valué of HIS27 209 (2021 HES21,870m). During 1he
yagr, capitalizztion of internally generated soffware was HEST1570m (2021 HKS10,68Tm). amortisaton charge was HKSS §10m (20271
HES4, 115ml and impairment charge was HKSI32m (2027: HKS 184m).

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

When calculating the present value of in-force leng-term ("PVIF') insurance business, expected cash flows are projected after adjusting
for & vanaty of assumptions made by sach insuranca aparstion to reflact local market conditions and managemaent's judgement of future
trends, and uncartainty in the undarlying assumptions is reflected by applying margins (as opposed te a cost of capital mathodology).
Varitions in actual exparience and changes (o acsumptions can contribute ta valatility in the resultz of the incuranca buzinecs.

Financial Raporting Committees of aach key insurance entiy maet on a quartarly basis to review and approve PVIF azsumptions. All
changes to non-acenamic assumptions, econamic assumptions that are not observable and meodel methodelogy must be approved by
tha Financial Reparting Committas.
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Mavaments in PVIF

222 Fai=a ]
Hcgm Hsm.
At 1 Jan 63,765 i, 0
Adgieanan 2,114
Chengas in PVIF of long-tem mimsancs busimess {256 (1294
~ wnhsn of New Busness wiktan danng the wesl 5213 7m0
- umpacted retum’ = (5,32 F.560]
— BEBUIMpLN Chanoad and axoarSney VENENE (80 Dalow] (3,96 [rR=Faey)
= othar ad sl st {17 f45
Exchangs défarsncas and othar [ELa] T
At 3 Dec 65,537 [y

T ‘Expacred rerusn’ raprasants the umainding of the discount rate and reversal of expected cash flows for the period,

Aszumption changes and sxperience variances
Included within this line item are:

»  HESEE, 896 m (2021: HKE440m) dacraazs in PVIF dua te rizing intaraszt ratas, which iz diractly offzat within the valuation of liabilitiss
under meurance contracts,

HESSE4m (2021 HE$Z,519im), reflecting the future expected shanng of returns with policyholders on contracts with discretionary
participation featuraz ('DPF’), to the axtant thiz charing ie not already included in lisbilities under inzuranca contracts.

* HE$3,493m (2021: HK$794Im), driven by other assumptions changes and axperience vanances,
Key assumptions used in the computation of PVIF for the main life incurance operations

Economic assumptions are sa1in a way that i= consistent with observable market values. The valuation of PVIF is sensitive 1o observed

markest movements, The Tnllcrwing are the key long-term assumptions used in the computation of PVIF far Hong Kung insurance antitias,
baing the main life inzurance eparations:

02 HiE
e .

Waighted svarags rak Traa rala 3.85 540
Wheighted svarsgs rek dacount mia 7.3 B20
Exparses indlaton 3.00 300

Sensitivity to changes in economic assumptions

The group sets the risk discount rate applied te the PVIF calculation by starting from a risk-free rate curve and adding explicit allowancas
for rizks not reflactad in the best-astimate cazh flow modelling Whera the insurance sparations provide eptions and guarantess 1o
palicyhaldars, the cost of thase options and guarantees iz an axplicit raduction te PVIF, unless it iz already allowed for as an explicit
addition to the technical provisions required by regulators. See page 71 for further details of these guarantess and the impact of changes
in aconomic azsumplions on our insurance manufacturing subsidiaries.

Sensitivity to changes in non-economic assum ptions

Palicyhalder liakilities and FVIF are determined by reference to non-economic assumptions, including maortality andfor morbidity, lapse

ratec and axpanca ratas. See page 72 for further detailz on tha impact of changes in non-aconomic actumptions an our insurance
manufaciuring oparations.

16 Property, plant and equipment

L iF 030
S HH$m _Hetm
'C.mz nr'Jpln;rl'r.: weit wed aqupmant! 123,491 129,072
Grthar nghtof-use sssats 7,435 8,1
At 31 Dao 13;"'_9_2! 125 627
— —

T Included leasehodd land and buldings of HEST12,891m (2021; HKSTI0 458m) for witich the nght of use are consciéred sufficient 1o consiute
control. They are therefore presented o5 owned assets.
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Notes on the Conzolidated Financial Statements

favameant in awnead proparty, plant and aquipmeant

2022 2021
Lomd and  Imvestment Land and \mvastmant
baiildings Properies Equigament Totsl kN D= = Bqupmant Toal
HH§m HE$m HEgm HH$m HEgm Hicgm HiEgm Hicdm

Coot or valuation

At 1 Jan 102,357 13,465 15,747 131,579 Vi P AET 16266 128224
Exchange and othar sdpsstmoents {rary a (67 {1,468 BT 16 L] 1183}
Addions 3,183 328 2353 5760 e i ipas __ ahe
Disprenls = (GH0) 735 kil = [1.456) 11,514

Tienafars - - - = = - - -
Elmenaton of mcoumulsted deprecimbon on

ravalsnd lend and builkdnga {5, 105) - - (5,105 (4,634 — - |4
Surphatidefiait] on reveluston 4,683 {133 - 4,550 5,E45 277 = B30
Aachaped catong (2.849) 2,535 - (314 FL 3 - i
At 31 Dec 101,427 16,193 16,641 134,267 102,567 13,456 16,747 R T E]
qﬁﬁmulﬂ.ﬂ depreention

At 1 Jan ar = 10420 10,507 a0 = 10387 10477
Exchange and othar sdpestmants {42} - (k] 5rm an - [Cln] 118}
Chargs Tor tha yaar 5151 = 1,418 6,569 4,645 = t a7 EN3
Dispossls = - (G20 (6209 14E] = 0. 298] 113401

Tiaralais - - - - = = = —
Elmnaton of sccumulsted dapresiston on

savalind B and Buidaga (5, 105} - - 15,105 [, 833 - - 18633
At 31 Dac n - 10,665 10,776 a7 = 10,420 10507
ot book valua at 31 Dec 101,338 16.199 5.956 123.491 102,280 13,405 b2l 121092

The carrying ameount of lBnd and buildings, had they beaan stated at cost less accumulated depreciation, would have bean as follows:

2022 2021
HHgm HEgm
Goat b socurnuistad depnesstan 18,584 17021

Valuation of land and buildings and investment properties

The group’s land and buildings and investment propeties ware revalued ac a1 31 December 2022, The bazic of valuation for land and
buildings and investiment properties was open market value. The resultant values are Level 3 in the fair value hierarchy. The fair values for
land and buildings are determined by uzing a direct comparisen appreach which values the propartias in thair respective axisting states
and uses, atzuming sale with immeadiate vacant peszeszion and by making raferance to comparabla calez evidanca. The valuastions take
inta account the charactaristics of the propertias (uncbearva ble inputs) which includa the location, size, chape, view, floor laval, year af
completicn and other factors collectively. The premium or discount applied to the characteristics of the properties is within minus 20%
and pluz 20%. In detarmining the opan market value of investrant propanies, expactad future cach flowes have been dizcoumed 1o thair
prasant values. The net book valua of “Land and buildings’ includes HE$6,839m (2021: HKS$8 854m) in respact of propartias which wara
walued uging the depreciated replacement cost mathod.

Valuation of land and buildings and investment praperties in Hong Kong, Macau and mainland China ware largely carmed out by
Cushman & Wakefield Limited, who have recent sxparience in the lecation and type of properties and who are members of the Hong
Kang Institute of Surveyors. Thic reprezenis 53% by value of tha group’s proparties subject te valuation. Other propenisz wara valuad by
different independent professionally qualified valuers,

17 Prepayments, acerued income and other assets

2022 F 1l

HESm Hgm

Prapeymanis and soommd mcoma 32,604 28 005
Buillan 50,253 52966
Accepmnces and endomamarts ST 118 R, TEQ
.ﬁ',“ﬂ?*“’_“.‘,“.;’!’n"‘,;{.“:?-' limtyilibas Lncar msisncg cortmets Mote 31 3'2_=1 51 ??.@'EJEF
Curiant tax nesste 2,184 2674
Sattiarmant scoounts 38621 FEEFT
Coeh collstasel and mamgin racsiveblas 94,850 £4.177
Cithar sasatn 47.578 7 0E8
A3 Dee 355.319 266,745

Prapaymanis, accruad incoms and other assets included HK3267 972m (2021: HE$180,757m) of financial assats, the majority of which
ware maasurad st amanised ot
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18 Customer accounts

Customer accounts by countryterritory

2032 2
HH4m HGem
Hong Kong 4,229,511 AEE4 TG
Srpapora 479 241 4dB 5T
Meniland Ching 443,954 A2 187
Auitiahy 222,222 20 23F
Indin 176, 466 191,118
Malnyin 124,782 1IR.ETS
Tamery 119, S0 120,744
indonsn 45,529 46,556
et 272,574 273,506
At 31 Dec 6113, 709 6,177,162
19 Trading liabilities
2022 2021
HHEm HES
Nt st poRitng i secianhes a0, 564 B e
Rapurchaps agrasmats ard amar @mdar gacursd hindng! 61,404 B,k
Custom & sssounta A8 AT
_At 31 Dec 142,453 frr ]

1 Furthar produer datals bave béen included ro raconeis 1o Note 30 "Offeeming of financial as2ats and financial habulities" with affacr fram 31
December 2022

20 Financial liabilities designated at fair value

2022 bR ]

HE$m HICSm

Deposits by banks and oustomar eccounts 80 358 53,811
Dt gacursien in dsuo 45,454 HLHER
Lembditss Lo customaers undar fosiatmeant conilracts 33,031 ohA2E
At 3 Dec 167,743 188,055

The canrying amount of financial lisbilities dezignated at fair value was HK$370m lower than the contractual amount at maturity
{2021: HE$1,355m lower}, The cumu lative gain i fair value attributable 10 changes in credit risk was HRS138m (2021; HEKS62m loss).

21 Deabt securities in issue

o o 2031
HESm HSm
Bonde end madum-tam nobes 78,527 74,852
l’,}ﬂ_\nr St SCLINTIER Y L 67 826 81,440
Totel debt securities in isous 146,363 (FTy
Irss b cdl bt s
= fmencial lobiltss dosignobed at feor wiua (Kobe 20) (45, 354) (i3 BFE)
At 31 Dac 100,909 ElaGd
22 Accruals and deferred income, other liabilities and provisions
0ZT 0
HHSm Hdgem
Jceniela snd dufared oo s 2,778 23,000
ﬁécvp’tmnu ard .v:||'|-:-.:|m¢;.r-|-ﬂ1u 57,210 E_E;?d-
Zatlarmant sccournts 31538 268,168
Gash collataml and mangn peyebies 5918 B 541
Shan-baesd phivmant el ta HSEC Holdinga pls 1.564 .43
Lasma letilitien 7,850 8,165
Cvarmbive’ 44,957 48,55
Frovigsons for labilites and changas 1.911 p et ]
At 31 Dec 238,726 218306

T Mainly includes marginal depasit on lerwer of credit and crealt cand sermiement FoCour,

Ageruals and defarred incoma, other liabilities and provizions included HK$227,840m (2021: HEZ209, 441 m) of financial labilities which
ware meazured 81 amorticed cost,
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Notes on the Conzolidated Financial Statements

Mwom#n! In provsrons

Restructuring
costs Orther Totsd
Froviaiona (excluding contractsal itrm eavta) HESm HIE§m HKEm
At 31 Des 2021 148 488 &4
A itgns 468 243 1
Brsounts ulilesd {307) {174 [481)
Unusad amounts ravarsad {35} (L5 ] {1189)
LExchwnge and gthar mavemanty L] i 27
At 31 Dec 2022 271 481 752
Gontractual itmenta'
Ai 31 Des 2021 785
Mat chsnga n axpesiad oridit loaa phov N snd othar movsmenia Ll
At 31 Dec 2023 1.159
Total Provisicns at 31 Dee 2022 1,911
A1 Dae 2020 116 1% 55
Mddibens a7 k]
Asnaunts uhlssd OS] | #6585 57|
Unusad amounts revarsad i8] 4] 3]
Exstbnipas and ot movamants a5 141 i
At31 Dea 2021 LB 56 E14
SEonmchl chrimmit s —
“AL31 Des 2020 1,267
Mat chsnga i edpached cradit loas provieon snd othar mowemianta 1472
AL31 Des 2021 TG
Tats| Pronagicne st 31 Deo 2021 1555

T Contractual commitments include provisrions for contingert liabilites measured under HKFRS 8 "Financial Instrurmants” in respect of financial
guarantess and expacled credit lass provisions in relation 1o of-balance shasr guarantées and commitments,
23 Subordinated liabilities

Subordinated lmbilties 16 third parties measured at amortzed cost consist of undated primary capital notes and ather capital lean having
an original tarm to maturity of five years or more. Subordinated liabilities 1o Group entities are not included in the tabla below.

2022 081
HEgm HEEn
US§400m Undatad flestng mis prmary capisl nolis 3119 a2.018
Y RSO Fixud rate [606B0RS) subardirmted bonds dua 2027, calable from 20221 - s
At 31 Dae 3,119 & 4
T Theze securites ware calied in 2022
24 Share capital
202 iy |
HHfm HIgm
Pued up shara capinl o HKE 123,945 196,108
ot up shame caphnl = USE 56,232 65,258
At 31 Dec 180,181 172,805
Ordinary sharas izsued and Tully pad
202 20
HHEm Musrmieer HEEm Murminar
At Y Jan 172,335 A6, 440,591, 708 112056 A6, 440,501 758
Shares cesund dunng tha wasr 7,846 3,7138,400,000 = =
At 31 Do 180,181 49,579,391,798 172356 6,440,551 . 758

1 Paid up share capital in USS rapresents preference shares which were recesmed or Bought back wia payrment out of distributable profits and for
wivch the amount was ransfarred from retained aarnings to share capial in accordance with the requiremants of the Compamas Ordinance.

3.138.4m new ordinary shares wers ssued during 2022 (2021: nil} at an issue price of HKS2.5 each for general corporate purposes and 1o
furthar strengthen the capital base. The holder of the ordinary shares iz entitled to receive dividends as declared from time to tima, rank
aqually with regard to the Bank's rezidual assets and are entitled to one vote per share at shareholder meatings of the Bank.
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25 Other equity instruments

Other aquity instruments comprise additional tier 1 capral instrumaents in ssue which are accountad for as equity.

2022 20217
HHEm Hegem
USRS 000m Food mite parpatusl subordinatad loan, cslsbi from Mar 20268' 7,834 T B4
USSH00m  Fooad eats perodtunl subordnnted loan, callsth fmom Sen 2026° 7063 7.0eE
USSH0m  Food rete parpetusl suboidnnted loan, calisbi fiom Mar 20257 5,487 5 a7
USHE00m  Fooad fot parpatunl subordnnted loan, oelleii from Mo 20367 3,905 5506
USSE00m  Fooed reta parpetusl subordineted loan, callsbl from May 202 4,685 4 BBh
USSI00m __ Feoid rote parsatusl subordnated loan, callsbil from Sen 2024° I N 7,044
UB%1,100m Foed rate parpatunl subordineted loan, callsbia from Jun 2034° 8,617 B,E1F
LSS 000m Flasting rabes papatus| subordonbsd baon, calabls from My 20377 7.7 -
At 31 Dec 52 306 44,515
T irteresy rate fived at 5.090%,
2 lrmevest rate fved &t &57T0%.
I Interést rate fived &8 8172%.
4 lrrevast rave fixed ar S97T0%.
5 irrerast rate fixed & E0F0%.
6 [nterass rate fived ar 6 000%.
7

Interest rate at compounded SOFR plus 5.000%.

The additicnal tiar 1 capital instruments are parpatual zuberdinatad loans on which coupon payments may be cancellad at the sela
discratian of the Bank, The subordinated loans will be written down at the peint of nen-viability on the cocurrance of @ trigger event as
defined in the Banking (Capital) Rulez, They rank higher than ordinary chares in tha avant of a wind-up,

26 Maturity analysis of assets and liabilities

The following tables provide an anabysis of concolidated total azsets and liabilities by rasidual contractual maturity at the balance sheat
date. Thasa balances are includaed in tha maturity analysic as follows:

Trading assets and habilties (including trading derivatives but excluding reverse repos, repos and debt securities in issue) are included
in the "Due net mora than 1 menth® tima buckat, becauze trading balances are typically hald for chon pericds of time.

Financial azzats and liabilitiaz with ne contractual maturity {such az aquity securitias) are included in tha "'Due cwver 5 yearz’ timea
bucket, Undated or perpetual instruments are claszified bazed on the contractual notice periad which the counterpanty of the
instrument is antitled 1o give, Whera there is no contractual notice period, undated or perpetual contracts ara included in the "Dus over
5 ymars' time buckat.

Men-financial azzets and liabilities with no contractual maturity are includad in tha 'Due over 5 years” tima buckat.

Liabilitiaz under incurance contracts ara irracpactive of contractual maturity includad in tha "Dua ovar 5 years' time bucket in tha
raturity tabla provided below. An analysiz of the expected maturity of liabiitiez undar insurance contracts based on undizcounted
cach flows ic provided on page 71, Lisbilities under investment contracts ara clazsified in accordance with their contractual maturty,
Undated invastment contracts are included in the "Dua over 5 years’ time bucket, howevar, such contracts are subject to surrender
and transfer options by the pelicyholders.
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Notes on the Consolidated Financial Statements

Ma'lurll',- analysi: af s=zatt and habilitias

e orter Due ower Dus over Do v [T Dss orver
Tmomth 3 menths  Gmenthe  Omonths 1 year bat 2 years but
Due net bt mot et mot st not butmot not more ot mors
mera than  more then  mare than  more than  mona than than 2 than 5 Dus aver
1monthh 3momths 6 menths & months 1 year WEArn FEAE 6 years Totsl

H Sery HKgm Hidm HEm HE$m HK$m He$m HKCgem HKEm

Financial assets

Cash and balancas ot cantinl banka 232,740 - - - - - - = 232,740
Ruma n the cowes of collkction from othar

benis 28,557 - = - - - - - 28,557
Hong Kong Govemmant cartdicetas of

ndabtednean 341,354 - - - - - - - 341,354
Teadirg essats 01,744 1,764 3,080 - 1683 31045 - - 899,805
Darwntreas 499,785 91 205 142 ara 1,840 2,556 1,078 502,771
Franghl aessts designatad snd athanwes

mandatordy meapsred at fair valus throuph

piafie or loss 8.334 662 2,334 809 306 644 13,130 198,232 228,451
Favanis Mpuchoss agrasmants - ron-msding 585,333 256667 54,0F0 T.879 TATZ 13402 F. 464 - 27976
Losne end achmnces to banis 229,867 00y 338 34, 705 BA32 13,608 48,445 22020 - S18.024
Lo end advaness b0 cuBLOmSTE 567,455 370175 301012 151,506 146,803 441,860 632,986 1,093,352 3,705,148
Francal fiveetmants 313122 516478 1315638 71,885 73234 MT.E77 01,288 502,083 2,221,361
Amaunts due from Growg compsnss 101,287 4652 4,355 718 2,596 10,236 7729 19 131,691
Asauad ineoma and ol Tinanc sl aesabs 193,219 A4, 300 21,535 3,864 4,077 THE ars 3,506 267 872
Financial assets at 31 Des 2022 I 878,737 1,290,836 561,911 242,713 24861 FO8,945 1,073,848 1,799,250 9,804851
Mon-finsncnd assuts - —_ - - - —_ _ 518,301 519,301
Tatsl assets ot 31 Dec 2022 3878737 1,290.636 551,811 242713 248511 708,945 1,073,848 2318551 10,324,152
Finanelal linbdiiles

Hang Kong Sur tdndy notie = Giduihon 331,354 — - - - - — - 341,354
Bamd o e Coiutds of e asion Lo othad

bt 33.073 — - — - — - - 33073
Aapuchess Bgresmants = nonstredng 335,487 2,173 25957 — 5,027 5, 069 —_ - 351,003
Chopoaits by banks 193,147 1,249 3,513 a11 176 12 - - 198,908
“Custornar accounts 5,050,054 540,611 304,705 81,349 65465 22,008 29,490 7 8113,708
Timding labilts 142,432 i - - - - - - 142,453
Darvatwss 550,741 L} 2 (11} 157 175 489 57 551,745
Frnnsal habdtig deggratsd ot i value 35,681 35229 12142 10,593 8,957 20,585 11,436 33,1490 167,743
Dbt sacuritsis in e 13,723 13266 24,251 13,388 1.054 a,674 22 382 31T 100,945
Amounts due to Oroup companns_ 129,641 12,091 808 272 8@ 70332 49835 132.907 396,058
Asanhe and atfier Treencal lebilites 136,882 49,833 22 560 5,525 7088 5,566 5228 1,108 227 840
Subordmatad linbiligaa’ - - - - - - - 3,119 3119
Tatal financial liabilithes at 31 Dec 2022 6,984,155 847277 37007 111,998 108776 134240 118,960 174,590 8,830,604
Mon-firmncml lebdbwen - -— - — - - -— TH: 205 TE2 285
Total liakilities at 31 Dec 2022 6.964.155 647377 370607 111,998 104.776 134241 118.960 926,875 9.382.889
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Maturity analyss of assets and lablities (eontinuad)

Dusowar 1 Duaoward  Dua owar 8
monsn Ul monthe But monts but Dueg oS Dugower 1 Dua gwer 2
Doy il il Aida ol Mo ndt midna  monihe Bul  yeds Bul hol el bl

micia than b than 2 than & than 5 nolMcta  moda than 2 ot morg  Dua owar 5

rinith e AT manife  than | year yabis than B ysin yare Teaal

HESm HEgm HEm HEEm Higm HEgm HESm HEgm HEEm
Fusncn | spn
Cesh and balances af cartml banks 2750057 - - = = - - - 215,857
Inarrd @ e courss of collectian fom other
benks 21652 = - - - - - - 21,832
Hamg Kong Goweirrmant samifioates of
indebtadnese 312044 - - - - - - - T2, 044
Trmding sasets TER AN 7o 208 421 = g1 Eh = 13450
D t 31,447 1033 AEE FEd 1 441 Hl 121 65,187
Frnncos| sapsta demgrated and siharwiss
reardnbonty manured ot fer vale theough
prodd o ok 6,560 i 1,526 il 1.661 &7 244 178240 20,588
Revaras mpurchiss orasmants - non-idng ERREIR  aas04 f4, 4085 B081 1666 G484 1187 - BLTIE
Liomns and achmnons 10 barke 277060 BOGIT #0767 7567 TEIE 20246 17,508 618 412247
Lomng end acvencas o cusiomarns B0621E 402,521 o212 508 13TET? 1M .20 A10E54 TE23E L 0ED 080 S840,509
Frsncon| v atrm-ants: 247163 40K, 104 167,036 107338 118028 dad o5 307753 445508 2.051.676
Amounits dus from Gioup aompenias B4 B pcie 1,169 2237 2,441 B0 EBEEY 17 1023, 869
Ageniad necma and othar inancal aeata 115,453 1,445 19,058 5.708 2054 ] &0 3450 180,767
Franos| appets ot 31 Dog 3021 JEREARA 162,702 HI7.837 S0EET Py BRAGGE 10773 .667EX BUIEE N0
Nandnencinl aesis - - = _ - - = B4 B Bi4, 853
Toted seests ot 31 Do 8021 3626604 162708 GI7087  DORGTI  D0GGEE  6B4S66 1077026 2171823  9.809.083
Financa| labilibes
Homg Kong curiangy notes n ¢ireulibion AN — — - — — — — doa.0as
Inama 0 the eourss of tenamaaion to othar
banks 26,101 - - - = = - = 26,701
Rupurchass agreaments - non-radng 246 4ME 1] - 1.104 1510 2504 TaEE  2EA514
Dposits by barike 262,405 2,140 £.780 1043 =1 440 = — 280310
Guatomer sooounts 6, 1ad.am ATAL EH,483 J4813 L2817 11,0 14,741 4 E117.782
Teadng lwbibtses .72 — — - - - — — frRrL
Darovntvas 54 BET S04 7d 212 FE] At P 40 66, T
Fesnnzial lab iitas daggnatad ot fad vikes 52068 21,845 11.06% 457 Bh14 B, THE VEBEH o, 14d 138,956
Dbt sucurfios in ssua d 6,608 17,383 12374 3983 8520 12 a2 2207 E7.054
Amcurits dus 10 Orovp companies 114568 17604 1,401 FE7 P 21,6595 EEI0S 134.654 S ATE
Acciusle and athar feancial lablise 24348 AlLEES 24,070 B.156 320 A 0l 6137 1,766 20,44
Subgrdinated linbiites’ - - - - - - - 4,054 4,064
Frmancs| b ilitas ot 31 Dec 2029 7,300 457 64 TET 148 608 BE L2 47 108 B BT 120544 195,818 B205 126
Non-fnanginl bakilbes - - - - - - - £, 15T GE4,TET
Totel lmblitse wt 31 Do 2021 T 0457 JE4 TEY 143 508 BE.74F 4718 B BT 120844 BMATE  B.OTI.ERI

T The marunty for suborcinated labiitras = based an the aarhesr date on wheh the grous is required 1e pay, (8 the callable dats.

The Hengkeng and Shanghal Banking Cerporation Limited Annual Repont and Aczcounts 2022 119

330/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)
oOoOooodn

Notes on the Consolidated Financial Statements

27 Analysiz of cazh flows payable under financial liabilitiez by remaining contractual maturities

Due ower 1
menth but net  Due between
Dus not more  more then 3 3 and  Dwes bateiesn Due afier
‘than 1 manth manths 12 months 1 and 5 years 5 yours Tatal
HE§m HH HH§m HE$m HH $m HH§m
At 31 Dec 2022
Hong Kong ourrency notes i cisoulshon 341,354 - - - - 341,354
ama n tha gouiss of taneTasion Lo othes banks 33,073 - - - - 33,073
Hapurchegs sgreamants - non-trading 335,851 2,194 7,708 587y —_ 351,730
_Daponits by bonics 193,748 1.250 4.542 14 = 198,554
Cugtornar aocouria 5053321 H52,.623 481,006 55739 16 6,142,705
Treding kebiltias 142 453 - - - - 142,453
Dt entrss 551,094 67 253 603 a0 552,077
Franon| hebetias demgrated st fsir valos IT.062 36,310 32,404 Jx188 3170 172,144
Dbt gacuritag i @i 13,917 14,305 40,630 34,698 3,400 106,950
Amaunbe dua b Group companie 128,728 14,500 11,306 155,038 170,299 480,970
Clitar financal babilts 135,664 36,584 31,237 9,967 1.128 216,580
Sybhordmetad hsbidgias - ] 108 577 4,561 5,202
6,967,365 559,878 609,284 295,711 212,634 I-?Mm‘_
Loon and athar cradit-ralabed commbrmants 3,191 864 - - - — 3,191,064
Frnnen| punrmnies 41,591 = = = = 41,99
10,201,220 650,878 G0, 284 295711 212,634 11,976,727
Proportesn of cash Tlows payvabis in pered Y G LY Xy )
At 31 Deo 2021
Heng Kenp currency nobly n citculstion e A — - - - 2044
tame ¥ the cowds of aneridson b othed banks 25701 - - - - 26001
Agpurchosas sgreamants - non-tmding FEN 4,74 1517 106820 L] s g e
Daporil by banks JEEERT 2140 B341 a1 - JR0,E1D
Customar accounts 5, 722441 2PERER 167,105 pizioes] 4 BV 100
Trsding Bakulmas q2. 335 - - - - FETES
Dhar vatrean HAREL 418 84 821 A0 T D45
Froncl inE-ts dusgnoiad ot i vooe e o w5 dasss g taleie
Dbt sacuritsis i meua &80 &£ Eay a4 B3 22 B53 2470 B
Arreaunte Aun to Groud Somponne 113944 1858 01 108055 147000 e
Cithar financml isbildias Y23 480 SHED7 i ABE 10830 1854 HT0a7
Sumardmatad habidmaa = 6 A4 258 200 &5
7504753 JETEET F63, 340 210308 18R532 2244 601
Losn mnd athar cesdit-ralnbed commibmants 2088 BEN - - = _ 2,54&,2.}_
Fuancal puarntsss 41,843 — = e g IR T
0 FE2 1 58 HR7 897 JE3 240 210,909 b N 11,202,004
Proportson of cash Mowe payablk in paed 1% 3% 2% FE) 2%

The balances in the above tables incorporate all cash flows relating to principal and future coupon payments on an undiscounted basis,
Trading liabilities and trading derivatives have bsen included in the ‘On demand’ time bucke! as they are typically held for short panods
of time. The undiscounted cash flows payable under hadging derivative liabilities are clazsified according to their contractual maturity.
Invastmant contract liabilitias have bean ncluded in financial liabilities designated at fair value, wheraby tha policyholders have the
opliens 1o currandar or transfar at any tima, and are reported in the 'Dua after 5 years” tima bucket. A maturity analysis prapared on tha
basis of the earliest possible contractual repayment date {assuming that all surrender and transfer options are exercized) would result in
all investment contracts being presanted ac falling dus within one year or lesz. The undiscounted cazh flows potantially payable undar
loan commitments and financial guarantaa contracts are classified on tha bacic of the sarliact data they can ba called. Caszh flows
payable in respect of customer accounts are primarily contractually repayable on demand or at short notice,
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28 Contingent liabilities, contractual commitments and guarantees

20332 M2

HH$m Higeny
Guarnniens ond contngent Sebilbes _
- ;'-':r!-:iul gubltﬂhuﬂ.l 49,551 -HBL?
= parformance ard m?_@un'mhtn" A54, 794 fele Tl TR
- Gihaf SefteGert habilhag 1,222 1.751
At 1 Dec 398,007 aF 44T
Commarmants’
— documentary cradite Bnd short-tarm e e kted treneactions 26,324 )
= farward nssat ourshases snd forwand forwsrd denaats oiscad 48,560 40,746
= undrewn formal stendoy facdfes, cradit lnes and othar commitments to land 3,118, 500 20 FE R
At 31 Dac 2,191,864 2946 560

1 Financial guarariess are Contracts that require the ssuer fo make specifed payments fo reimburse the holcer for a losz incurred because 8
spacfied debtor fails o rmake payrnent when due in dccardance with the orginal of modified terms of & débr instrument.

2 Perfarmance and other guarantees include re-insurance larrers of credit relared ro parmicular rranzactions, rade-ralsted larers of crecll msuwed
without provision for the issuing entity 1o retain ke 1o the undenying shipment, performance bonds, bud bonds, standby lefters of cred® and other
IFARSIETION-FOlatad QUAranTaas,

3 Includes HKET.892.401m of commiments at 21 December 2022 (2027: HKET,828 335m) to which the impainment requirarments in HKFRS 8 are
applied where the groun has Becoms pary 1o an irevecable commiTment.

The above table discloses the nominal principal amounts of commitments (excluding other commitments as disclosed in Note 29),
guarantess and cthar contingant liabilitias, which raprezant tha amounts at rick chould contracts be fully drawn upoen and cliants dafault
The amount of the cemmitments shown above reflects, where relavant, the expected level of take-up of pre-approved facilites. Az a
significant proportion of guaraniess and commmments are expected 10 expire without baing drawn upen, the total of the neminal
principal amounts is nat reprasentative of futura Bouidity requiremants.

It also reflacts the group’s maximum axposure undar & large number of individual guarantea undertakings. Tha ricks and axpozures from
guarantess are captured and managad in accordance with HEBC s overall eradit risk management pabicias and procaduras, Guarantass
are subject 10 an annual cradit review process,

Cther contingent liabilities a1 31 Dacember 2022 included amounts in relation to legal and regulatory matters ac set cut in MNote 3B,

29 Other commitments

Capital commitmants

At 21 Dacambear 2022, capital commitmants, mainly ralated 1o the eommitmant for purchasae of propames, wara HKE3 83dm
{2021: HK$4,826m).

30 Offsetting of financial assets and financial liabilities

Financial assets and financial labilities are offset and the net amount is raported in tha balance shest whaen there is a legally enforceable
nght to offset the recognised amounts and thare iz an intention 1o sattle on a net basis, or realize the asset and sattle the liability
sirmultanaausly (‘the offzet criteria’),

The "Amounis not sat off in the balance thest” include transactions whare,

* the coumarparty haz an offeetting exposuras with the group and a master netting or similar arrangeamant is in place with a right 1o set
off anly in the event of defaull, incalvency or bankruptey, or the offzet criteria are otherwize not satizlied, and

* cach and non-cach collateral (dabt cecurities and equities) has bean recened/pledgad for dervatives and revarce repurchacel
rapurchase, steck berrowing/lending and similar agreeamants to cover net exposure in the avent of default or other predetarmined
avants.

The affect of over-collateralization is excluded.

"Amcunts not subject to anforceabla master netting agreamenis’ include contracts executed in jurisdictions whara tha rights of set off

may not ba upheld undar the local bankruptey lawe, and transactions whare a legal apinion evidencing anfarceability of the right of offzet

miay mot have been cought, or may have bean unable to obtain,

For nsk management purposes, the net amounts of loans and advances 1o customers are subject to limits, which are monitored and the

ralevant customer agreaments are subject to review and updated, as necassary, to ensure that the legal nght to set off remains

appropriata.
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Notes on the Consolidated Financial Statements

O'H":ﬂhmg of financinl assets and fnancal labilitias

balance sheot
AmoEnts not
Pt Financial suhjact to
A inestrunne s, enforcaabls
reparted in Including Aetting
Gross ] sh Cush Met nrFange- Enlance
amoums ofizen shoet exlintersl  collateral arrsent menta'  shest totsl
HE§m HE§m HEgm HHgm HEm HEgm HHSm HH§m
At 31 Diac 2023
Financial assats’
Dhar vatias TOS A28 (329,393 466,436 {397,121} (39,027 30283 36,335 502,77
Asweies mpos, shock barrawnng and mmilar egreamarts
clessdied as
— g nemsts 57,505 — 51505 (87.273 (227} s 4177 61682
= ttied porty FE221 - 55221 {227) = 4,177 59, 308
= mmcunta i Teom Qroup companies 2284 - 2,284 m - 5 - 2284
= ravarss rapunchease sgreamants « non-redng 52272 {29,470} H02, B0 (201,205) (1,597} - 63,031 B65 833
— third paery 891131 {261 884,945 mﬁ. n.:::l - 63,031 927976
= smounits duss from Group companies 41,141 37857 {37, {: - —_ 7857
= fanpancin] acpga ta cemigrrhed and otharwiss mondetonly
mamsungd st far waiue through profit or loss
= third party 1,764 - 1.764 1. 764} = = = 1,764
1.767.3689 [I58.862) 1.428.507 (1,357 103.543  1.532
Financial linbilities '
Dar entiess 49,582  (339.393) 520,150 {390,421} (70,825  SH94 31.555 551,745
H-qu,, atock landing and aimilsn agaamants clossdd
Bk
- trading lstikties 61,437 - 61,437 (61, 4.36) {1} - 22 681,459
- third party 61,382 - &1, m {ﬁ.ﬂi ﬂ} - 22 61,4904
= mmounts dos b0 Group coenpaniae 55 - - 55
_~ tapuithnes agrearm ants - non-tredog 403019 il 37.064 0613
=_third party 30215 4,029 (3137 i 37,064 351,083
— nmcunis diss bo Coun companiee 62,804 ﬁ i;ﬁ Ng 45 - 59,520
1,314,038 (358.862) E; {824,983 (71,178 59015 58,641 1.023.817

At 31 Des 2021
Finance| nesats®
Dar ivabass 4500 1120028] doaA74 RT.556 [S5.006] 16611 0GR S66.167

Aavarss pos, stock borrowing and similar ngreamarta
clnsadopd snt

= tradng sassts BO417 el B0,508 B9, 7M1 far] 16 7353 67,731
= third party BEZ06 149 B5.12E (BB 56T [ 18 743 ELE1H
= amounts s Teom Qeoup Sompanes &2 NE - A1 210) - £ — a2

= feversa lapuichasa sgeeemants - non-dradng BiEAa [#1.2a8 FEOT T (753,647 157] 1238 R 17,505
- third porty 77E. 145 (5224 FE0EEY Fa0.ER2| a7 =] 2,804 BT
= mmounts o from Sroup companiess S0268 [1&,709] 14,149 |12, 505| = 1,068 = 14,180

— Ty Sckita cempntted and stharwiss mandetonly
maawared ot feir valua through profit of oee
= third party T = 7T [EE L] - - - 777
1,552 200 [E1,541] 1,150,888 (10748163 (35,754 5,13 120,540 1,981,699

Francel lebitas’ I . —
Char vatreas B1E5MG 1190,1249) 236,596 @I ER4|  [@R1EIN 20,505 28,008 2R, T
Fl-upnl.. mtock landing mnd simibsr agrisments clasedied

H-I-

— fendng letkkise BA07 rEl G026 .72 = I = 6. 720
= third party [ =) el 8.2 8,587 = B = 8,708

- _Bmounis dis 10 Breup comannies i - ) [24) — 1 - &

= fapuichass agraam ants - non-tadng Pt o [#1,333] 252 338 261, B0Z| [x]| Lra 65 654 20,820
- third party 245,924 155 224 185,710 16 ) [=]] BES BB 55 ey b

= nrous du 1o Group compeniae 61,626 [16.108] G616 |65, 454 - L - 5,616
BaEASY a1 B4t 555,560 B3 147 [22.840) 21263 ] 53, 400

T Theze exposures comtinue fo be secured by financial colisteral but the group may not have sought or been able to obvain & legal opinion
evadencing enforceabiity of the offsetting right.

2 Inclede balances due from Group companies of HES208 343m (2021: HKS16T.054m).

3 Inclede balsnces due to Group companies of MESZ13728m (2021: HK$217, 57 2m),

4 Further product detais have been included with effect from 3T Decambear 2022
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31 Segmental analysis

The Exacutive Committes ('EXCO’) iz considerad the Chiaf Qparating Decision Makar ("CODM’) for the purpese of identifying the group’s
oparating segmaents. Oparating seagment results are assessad by the CODM on the baziz of parformance measurad in accordance with
HEFRSs. Although the CODM reviews information on a nurmber of bages, buziness parformancs it azceszed and capital resourcas ara
allocated by operating segments, and the segmental analysis is presented based on reportable segments as assessed under HKFRS 8
'Operating Segments’,

Our operations are closely integrated and, accordingly, the presentation of data includes internal allocations of cerain items of income
and axpensas. Thesa allocations include the costs of cenain suppont servicas and global functions to the axtant that they can be
rmaaningfully antributed to oparational buzinass linez and geagraphical regions. Whila cuch allocations have baan made on a cystematic
and congistent bases, they necessarnly invelve a degree of subjectivity. Costs which ara not allocated to ather oparating segments are
included in the ‘Corporate Centre’.

Wherae ralevant, incema and axpance amounis prasantad includa the resulic of inter-cegment funding along with inter-company and
intar-business lina transactions. All such transactions are undartakan cn arm's langth tarms. The intra-group elimination itams for the
oparating segments are presanted in the Corporate Centre,

Our global businesses and reportable segmeants

The group prevides a comprahansive range of banking and related financial sarvices to our customers in our global businezsas: Waalth
and Parzonal Banking {"WFE"), Commarcial Eanking ["CME') and Global EBanking and Markets ('GEM’). The products and services offered
to customars are arganized by theza global butinezces.

* WPE providesz a full range of retail banking and wealh products te our customears from parsonal banking 1o ultra high net worth
individualz, Typically, customar offarings include retail banking products, such as current and savings accounis, morigagas and
parsonal loans, credit cards. debit cards and local and intermational payment services. We also provide wealth mana gement services,
including insuranca and invastrmant products, global azcet manageamant sarvicas, invastmant managamant and Privata Waalth
Solutions for customers with more sophisticated and international requirameants.

= CMB offerz a broad range of products and services to sarva tha needs of cur commercial customears, including small and medium-
sized enterprises, mid-market enterprises and corporates, These include credst and lending, international trade and receivablas
finance, treasury managemant and liquidity solutions [payments and cash management and commarcial cards), commercial insurance
and invastmeants. CMB also offers its custemears access to products and sarvices offered by other global businesses, such as GBEM,
which include feraign axchange products, raizing capital on dabt and aquity markats and advisory serices.

+ GEM comprises of two separate reportable segments: Global Banking ('GE') and Markats and Securitias Sanvices (M55, GB prowvidas
tailerad financial solutions 10 majer government, corporate and institutional clients and private investors worldwide, The chent-focused
buginass lines deliver a full mnge of banking capabilities including financing, advizory and transaction services. M55 provides sarvices
in cradil, rates, foreign exchange, aquities, monay markets and securities sarvices, and principal investmeant activities,

* Corporate Centra includes stratagic investmants such as our invesiment in BoCom, Central Treasury revenue, and costs which are not
allocated ta global businesses, mainly in relation 1o investments in tachnalogy.

+  Cther (GEM-cther) mainly comprizes other business activities which are jointly managed by GB and M35,
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Notes on the Conzolidated Financial Statements

Parfermanca by reportable sagments is presented in the ‘Financi| Review' on page 16 as specified as "Audited’.

Infoarmation by geographical reguon

Reat of hevtrn-segrent

Hong Keng Azle-Pacific sliminaton Total
HE$m HK$m HHE$m HKSm
Totsl opamtang mooma 184,065 50,538 0% 275, 506
Prafit Bl ta 43,153 54,458 - a7.611
At 31 D 202F
Totel nassta 7,450,156 3,898,235 11,024.239) 10,324,152
Tatal listdktan B954,421 3452, 707 11,024,239 3602, 680
_Cradit commtrnants nnd contngant |itidme [conimest smon) 1,894 046 1.69% 824 - 3589, 670
Far tha wear andad 31 Dec 203
Tatal oparnt=g Maoma 174068 Ta.067 780 254,706
Prafit bafoos $a A1 04k &b 520 - BEHET
At 31 Daz 2021
Tatal ssssls F.OG6457 3,506,054 (528, 168| B2900.585
Tatal lishdtian BEROIM 2248778 (B8, 188| 8,979,802
Crgdit commirnanis and Sontmgant |abddme [ontnest om i) 1. 16T 1,653 520 = B0
Information by countryftermtony
Ferranus’ R e
Fif Thad iradd afnsedl 37 Dt AL D
2022 2021 2022 e ]
HE§m HEdm HESm HE#m
Honp Kong 121,031 OB 355 138,717 131.-@
Mainiond Ching 21,965 19,381 196,844 196,477
Bambrnla 118 108 1,651 1.887
Iruda 11,708 10614 2,426 2504
(el ] a8 a.242 3.289 3.664
Mol lenymin 5.790 5174 1.981 FALFF]
Sirgnpos 15473 10671 3,453 2,958
Tervan 3823 4,124 2,473 £ B2
Citiir 14,899 12,138 2,833 3,140
Tatal 205,692 1T858 353.707 48,725

T Revenue {defined as “Wer operating income before change in expected credt fosses and other impairmeant changeas | is aronibutable fo countres
2 Nown-currant assers consisr of propamy, plant and equupmant, gooowil. other imangible ascers, IATErasts i Asoociaras and feint veruras and
cortain other a554ts,

32 Related party transactions

The greup's related parties include tha parant, fallow subsidiaries, associates, joint ventures, post-employmant banafit plans for the
group’'s employess, Kay Managemant Parzonnal {'KMP') az dafinad by HKAS 24, closa family mambers of KMP and antitiaz that ara
controllad or jointly controlled by KMP or their cloze family members,

Particulars of trancactions with ralated parties are cet out below,
{a) Inter-company

The group iz whaolly owned by HSBC Asia Holdings Limited, which in turn is a wholly-owned subsidary of HSBC Holdings ple
{incorporated in England}.

The group enterad into transactions with its fellow subsidianes in the normal course of business, including the acceptance and placerment
of interbank deposits, correzpondant banking transactions and off-balance cheat tranzactions. The Bank also acted az agent for the
diztribution of retail invasztmant funds for fallow cubsidianas and paid profeceisnal fees for services provided by fallow subsidiarias.

The greup shared the eosiz of cartain IT projects and alze uzed cantain procassing sanvicas of fallow subsidiaries. Theoe cocts are
reparted under ‘General and administrative expenses = other administrative sxpenses in the ncome statement,

The aggregate amount of income and expenses arising from these transactions during the year and the balances of amounts due to and
from the relevant parties at the year end were as follows:
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2022 202t

immediate LUitimate halding Fallaww Immadiane  Lismats holding Fakicas

hedding company Eompany mibaldinrhes  Hokding comoany [ ki) | A

HH§m HE$m HKSm HiZgm HiZEm HiEm

Imcome and expenses for the year -

ln'uraa: n‘n:\cuna _ 50 1,276 - - 220
infarast axpanss’ B, 33 1,216 &7 551 (28]

Fas ncoma - 17 2248 - = 2 EIE

Fas axpanas - ] 173 - 1 1.428

Net neomafcesas] from fmancal natremants hakd

fior treeding or mansged on & fair vake besa 1,106 - [37ay - 1 &

Nat nBuranos pram um oo - - 238 - = F49
Dthet cosmiting ncoma = 120 1913 = 129 L1

Nat newrance ol me and benedits ped and

maovarnant n lshdtes to palicyholdars - - {204y — = 1175

“Genarnl and admeistetve aaponseE = a7 49,801 - [141) 47,647

At 3 Des

Ansels 24 3403 305321 2 1147 2E0.266
= tmding sesstst] - 33 2,508 = 3 433
- Garmatyg nepds = F 168,200 — sy V&7, 04 ]
- othar speats ¥ 24 3,368 134,821 ] 158 108,320
Linbilities 256,031 3,804 283,021 23565 1068 263,630
= h-a" g limki Irtn;. E& - - 55 Bk = = }-5-\'
- fmancnl nbilnss desgrated of far i ™ 183,760 - 8 1T6.EEE - T
= gdurvetne isbides — 67T 150,474 = 18 16#,01.3 |
— othvar ikt 1.842 64 142,488 1568 5601 151,686 |
= subordnated hobdges®S? 0,429 a3 - AE 52 Ll o |
Auarnrtsis = = 23,269 - = ZeB16
Cammamants — — 1,405 - - 2076

T The amount includies INTere:T axpenses on debr nmruments issuad by the group for funding purposas that are designated undar the i vailue
apiion fo reduce an accounting mismalch, and inferest expenses/{incorme) on derdsanives managed in conjunction with those debl instrurmends.
Thiz includes raimbursameant of amount frowm wirmare halding company in accordance o the billing arrangement of the Group,

Thase balances are presented under “Amounts due frometo Group companies’ in the consolidsted batance sheet.

The balance a7 31 Dacernbar 2022 inciuded capital and loss-abzonting capacily ('LAC Y instruments of WKE 183, 760m (2021 HKS 175,655,
During the yaar, there were repayment of HEKS21,812m (2021 HKSJ 437) and isswance of HKSST,578m (2021 HKEEL 460m). Tha carnsing
amount of financial labilities designated &t fair valie was HKE T3 593m lower than the contractual amount &t rmaturity (S021: HEKS7, 21 Im higher),
The cumuiativa gann in far valve arnbutabie fo changes in crecit risk was HKSS d56m (2021 HKS1,815m Joss). The haiances are under Leval 2
The balance ar 31 Dacember 2022 included subordinared habdives of HKE70 428m re meer TLAC requiramants (2021 HKS46 522m). During the
year, there ware no repaymaent (2021 HKE13,665m) and izzuance of HKEZR.435m (2021 HREZ, 304m).

6 The fair valve hararcly of azsers and habilies ar amormizad cost are under avel 2 and the fair value has no ratenal diferance with carrying valve,
7 Includes trading reverse repo agreamenis and other similar secured lending of HKS2 28dm (2021: HKS4,.212m).

& Includes non-Irading reverss reps agreements and orher simiar secured lending of HESIZ, 887 m (2021: HKE 14, 143m),

8 Includas rrading repurchaze agresmants and other simiar secured landing of HKSSSm (2021: HEKS25m).

10 Includes nor-Trading repurchise gréements and ather Sirlar sécured lending of HKS59,520m f2021: HKSES.518m).

B Ly by

5

The above cutstanding balances arosa in tha erdinary coursae of business and en substantially the same terms, including intarest ratas
and security, as for comparable transactions with third-party countarparties.

{b) Share option and share award schemes

The group paricipates in various share option and share plans operated by HSBC wheraby share optionz ar shares of HSBC are grantad
to employees of the group. The group recognises an expenss in respect of these share options and share awards. Tha cost borne by the
ultemate holding company in respect of share options 12 treated as a capital contribution and is recorded within "Other reserves’, In
raspect of chare awards, tha group recognizes a liability te tha ultimate holding company over the vasting paried. Thiz liability is
measurad at the fair value of the shares at each raporting date, with changes cinca the award dates adjusted through the capital
contribution account within ‘Other reserves’. The balances of the capital contribution and the liability at 31 December 2022 amounted to
HE$3,299m and HK$1,564m respectively (2021: HK$3,436m and HK$1,431m respectivaly).

{c) Post-employment banefit plans

At 21 Dacamber 2022, HK$7.7bn (2021: HK$2 2bn} of the group™s pest-employmeant plan aszats ware undar managamant by group
companies, sarning managament fees of HK$59m in 2022 (2021: HK$E5m). At 31 Dacamber 2022, the group's post-amploymeant banafit
plans had placed deposis of HKE736m (2021: HKETEZm) with itz banking subsidiaries, earning interest payable to the schemaes of
HE$1.1m (2021: HK30.5m). The abowve outstanding balances arcse from the ordinary ceurse of business and on substantially the zame
tarmsz, including intarest rates and security, as comparable transactions with third-party counterpartias.

{d) Associates and joint ventures

The group prevides cartain banking and financial carvices 1o ascociates and joint ventures, including leans, evardrafiz, interast and nen-
interest bearing deposits and current accounts. Details of interests in associates and joint veniures are set out in Mote 14,

The disclosure of tha year-end balanca and the highest amounts cutstanding during the year iz conzsidarad to be tha maszt maaningful
information to represent the amount of transactions and cutstanding baknces during the year,
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Notes on the Conzolidated Financial Statements

Transactions and balancas during the year with acsociates and joint vaniures

202F Fir R

Highest badnnce Balance st Sighest babnce Batancs 2t

during the year N Decamibar dunng Thi yant 31 Deszarnbsr

HHgen HH$m HKgm HEgT
.ﬂ.Tqmm dun from agacsetes - uneibordnated’ 57513 51,402 AR :i?,l.;:l?_
“Revoinite dus to seosiuter 19,562 10,099 27237 8,765
Aamounts due o pint ventures 40 16 - —
Far wiikus of danvalive Bissts with pesccates’ 3,394 6,559 F250 3, Gk
Feir walus of dermetive kebilies with sesocintesr IXETI i, 440 EA2d 4 45
Susantess and Commaments’ 1,763 287 AR LA

T Comparanves have béen re-presemad 1o incorporare certain balances praviously nor incluced.
2 With effect from 31 Dec 2022 derivatives assets and liabilities and guarantees prosvided are included in the disclasure. Comparatives have been
re-presentéd 1o Comionm 1o Ihe CUrrent yaar's prasentation,

The above cutstanding balances aresa in the erdinary course of business and on substantialty the samea termz, including interast rates
and secumy, a5 comparable transactions with third-party countararties.
{e) Koy Management Personnel

Key Management Parsonnel are defined as those persons having autherity and respensibility for planning, directing and controlling the
activities of the Bank and the group. It includes members of the Board of Directors and Executive Committes of the Bank and the Board
of Directors and Group Executiva Committes membars of HSBC Heldings ple.

Companzation of Key Managamant Parzonnal

202 iy
Him s
‘Ealnries ard athet shasttarm beneits 0 id
Pogt amploymant banafis 1 a
T e b Binaine 2 &
Shayra bapad peyments a7y 125
Jatal az1 451
Transactions, arrangements and agreamants myvolving Key Management Parsonnal
2022 Fe Rl
S ) HKSm s
During the yoar
Mighast svarage essats’ o766 107,817
Highaat aviraga habiktias' 81,323 M.B18
Gontribution to group‘s profit befors tna 1.858 1,610
At the year and
Cusrantenn 12,007 13,268
Cammidrianti 12188 13,624

T The disclosure of the highest sverage balance during the year is consdared the most meaningiul information to represent transactions during the
Y,
Transactiens, arrangements and agreemaents are entered inte by the group with companies that may be controlled by Key Managament
Parsennal of the group and their immediate relatives. These transactions are primarily loans and daposits, and were antered into in the
ordinary coursa of business and on substantially the sama tarms, including intarest rates and zecurity, as com parable tranzactions with
parsons or companies of a similar standing or, wheare applicable, with other employess, The tranzactions did not invobve more than the
normal risk of rapaymant of present other unfaveurable features. Change in expecied cradil losses recognized for the year, and expeciad
credit loss allowances against balances cutstanding at the end of tha year, in respect of Key Management Personnel were insignificant
{2021 inzignifscant).

On 8 Octobar 2019, the group actad as Joint Global Co-ordinator and Undenwriter on aggragated EUR4.25bn and GEPEMOm Seniar Note
iszuanecas for CK Hutchizon Group Talecom Finance S.A. in 6 tranchas, with tanors of 4 1o 15 years and coupen rates of 0.375% 1o
2,625%. CK Hutchizon Group Telecom Finance 5.4 is 8 wholly-owned subsidiary of an acsociated body corporate (CK Hutchizon
Heldings Limited) of Mr Victor Li, a non-exacutive Director of the Bank.

(i Loans to directors

Diraciors are defined as the Directors of the Bank, its ultimate halding company, HSEC Holdings pk and intermediate halding
companias. Loans to directors aleo include loans to companias that are controlled by, and entitias that are connectad with these
dirsctors. Pariculars of loans 1o dirsctors disclosed pursuant 1o section 17 of the Companies (Disclosure of Information about Benafits of
Directors) Regulation are as follows:

ASR0EE BTGUNT CUTFIBNGRG M ALBCURTSLIT BCGATS BN

21 Dea ousstanding dusing Bhe v

2022 02t 2022 e

HEC$m HESm HESm HISm

B tha Bank 1,483 3,766 2,769 ST
By mubsicn ras 12 13 14 id
1,455 o, M 2,783 3,961

These amounts include principal and interest, and the maximunm liabildy thay may be incurred undar guarantess,
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33 Fair values of financial instruments carried at fair value

Control framework

Fair valuas ara subject to a control framawork designed to ansure that thay are aithar detarminad, or validated, by a function indapandant
of the rick 1akar.

Whera fair values are determined by rafarencs ta extarnally quoted prices or observabla pricing inputs 1o modals, indapendent price
datarmination ar validation e utilized. For inactive markets, the group sources alternative market information, with greatar weight given
to information that is considered to ba more ralevant and reliable. Examples of the factors conzidered are price observability, instrumant
comparability, consistency of data sources, underlying data accuracy and timing of prices.

Fair valua of invastment funds are sourced from the underhying fund managers which are bazed upon an assessment of the undarlying
invacteas’ financial positions, razulte, rick prafila and prospects.

Fer fair valuas datarrminad using valuation modeals, the eentral framewark includes develapmant or validation by indapandant suppor
functions of the medel logic, inputs, model cutputs and adjustments. Valuation models are subject to a process of due diligence before
bacoming operational and are calibrated against external market data on an cngoing basis.

Changas in fair value are genarally subject to a profit and loss analysis process and are disaggragated into high-leval categories including
partfolic changas, market movements and ather fair value adjustments.

The rmajority of financial instruments meagurad at fair value ara in M35 and Insuranca. The group’s fair valus governance structura
comprzes its Finance function and Valuation Committees. Financa is responzible for establishing procedures geverning valuation and
ansuring fair values are in compliance with accounting standards. The far values are reviewed by the group's ralevant Valuation
Committeasz, which consict of indapandent suppon functions and concider all material subjactive valuations. Within M35 and Insurance,
thaca Committeas are ovarcaan by the Greup's Valuation Commitiea Review Group and the Group Inzurance Valuation and Impairmeant
Committes respectivaly,

Financial liabilities measured at fair valuse

In cartain circurmstancas, the group recerds it own debt in izoua at fair value, bazed on guetad prices in an active market for the cpecific
instrument. When quoted markat prices are unavailable, the own debt in issue is valued using valuation techniques, the inputs for which
ara either based on quoted prices in an inactive market for the instrument or are estimated by comparmon with quoted prices in an active
rmarkat for similar instrumants. In both cazes, the fair value includes the affect of applying the cradit spread which iz appropriata to the
greup's liabilities, The changa in fair valua of izzued debt securtias attrbutabls 1o the group's own eredit spread iz computed as fallows:
for sach security a1 each repoming date, an extarnally verifiabla price is obtained or a price is derived using credin spreads for similar
sacurities for the sama issuar. Then, using discounted cash flow, each security is valued vsing a Libor-based discount curve. The
diffaranca in the valuations iz attributable to the group’s own eradit spread. This mathodolegy is applied consictently acrosz all sacuritias,

Structured notes issued and cenain other hybrid instruments ara included within 'Financial liabilities designated at fair value” and are
rmeasurad at fair valua. The credit spread applied to theza instruments iz derved from the spreads at which the group issuas structured
notes,

Gains and losses ansing from changes in the credit spread of liabilities issued by the group, recorded in other comprehensive income,
revarse ovar the contractual life of the debt, provided that the debt is not repaid at a premium or a discount.
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Notes on the Consolidated Financial Statements

Fair value hisgrarchy
Fair values of financial assets and labilities are detarminad according 1o the following hiararchy:

* Level 1 - valuation technique using quoted market price. These are financial mstruments with quoted prces for idantical instruments
in active markaets that the group can accass at the measurement data.

* Laval 2 - valuation technique using observabla inputs. These are financial instrurnants with quoted prices for similar instrumants in
active markets or quoted prices for identical or similar instrumants in inactive markets and fmancial instrumants valued using modals
whare all significant inputs are obzarvable,

*  Level 3 - valuation technique with significant unobservable inputs. These ara financial instruments valued using valuation techniguas
whare one or more significant inpuis are unobsarvable.

Financial instrumente carriad a1 fair value and bazes of valuation

Fair Value Hisrarchy
Third-party Inter-
Level 1 Level 2 Level 3 totnl company? Tetal
HKSm HIK$m He$m HEfm HK$m HK$m
At 31 Dec 2022
Assets
Tiradling s ta’ ABE,547 203,975 9,283 659,805 — 699,805
DClar vatnes 1018 330,250 3,301 334,569 168,202 502,771
Frandsal pssete desgieted ahd othanw s mandatan by
massured st fer svalue through profit or koes 100,517 34,158 91,395 235,481 - 226,451
Frangal nwetmants B62,261 280,063 4,308 1,246,652 - 1,246,652
Liablithes
Timlirg Babilitas’ 74,201 G825 L] 142,453 = 142,453
Dhar ivatras 2,425 153,457 1.712 357,504 154,151 551,745
Frangnl bobdtng dagrated of for valse' = 133,009 34,734 167,743 =. 167,743
At 31 Dac 2001
Aiiats
Treding easats' EATENE 205,288 a248 777480 = 71450
Chaf viibid a4l 212,040 D254 216474 148, EE SEBAET
Frnnc| asssta desipnatad peud athasw s mandatan by
massured &t T valua through profit o e frech ol B0 T4 6 202 358 - 202 o
Enancnl nwestmants 1,968,631 291,818 3,874 1548011 = 1 EL0,011
(Il ]
Trading kebilhaes’ 7,647 19,078 = 22,723 = 22,723
urnvatwen o amnesr a0 20000 12631 266,791
Frangs| habedtian demgnated ai faif o’ - 18616 E{I,ﬂ-ﬂ 135965 - 13&99‘3-
T Armourts with HEBC Group entities are nof reffected here,
2 Denvanves halancas with HSEC Group entiies are largely under ‘Lavel 27
Tranzfarz batwean Lavel 1 and Laval 2 fair values
Assets LinbiRties
ozignated
and otherwise
mandatarily
Fimnmcial Trading  messursd st Trading Designated st
Investments nzzols Tadr vadue Derivatives limbilities Tsdr value Derivntives
HEgm HE §m HH $ris HH g HH §im HH$mi HHgm
At 31 D 2027
Tosrafars from Leval ® 1o Lavel 2 29,781 2332 5,835 = 132 = =
Trerisfars from Lewal 2 to Lavel § 60,104 3E.025 5,453 - 1.443 — -
AL 31 Des 2021
Trenafers from Leval 1 to Laval 2 EB1AM 208E2 1,570 BO2 102 = 1,653
Tearalad® froem Lavald to Laval 1 SE073 20868 1B — SAR2 — —

Transfars batwean lavels of the fair value hisrarchy are deamed to occur at the and of sach quarter. Transfers inte and out of lavels of tha
fair value higrarchy are primarily attributable 1o changes in observability of valuation inputs and price transparency.
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Fair value adjustments

We adopt the use of fair value adpztments when wa take into consideration additional factors not incorporatad within tha valuation
modal that would otherwiza be considerad by a market participant. We claszify fair value adjustrnants ac aither ‘rick-related’ or ‘'modal-
related’, The majordy of thess adjustments relate to M35, Movements in the level of fair value adjustments do not necessanly resull in
the racognition of profits or losses within the incoma statement. For axampla, as models are anhanced, fair value adjustmants may na
longer be raquirad. Similarly, fair value adjustments will decrease whan the related positions are unwound, but this may not result in
profit or loze,

Bid-offer

HKFRS 132 requires use of the price within the bid-offer spread that i most represantative of fair value. Valuation modals will typically
genarate mid-market values, The bid-offer adjustment reflacts the ecteant to which bid-offar cocts would be incurred if cubstantially all
rasidual net portfolio market risks were closed using available hedging instrumaents or by disposing of, or unwinding the position.

Uncertainty

Cartain modal inpute may ba lacz readily detarminable from markat data, andfar the choice of model itzall may be more subjective. In
these eircumstancas, an adjustrment may be naceszary to raflect the likelihood that market participants would adept more consanative
values for uncertain parameters and/or model assumptions, than those used in the group’s valuation medal,

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

The CVA iz an adjustment to tha valuation of cverthe-counter ('OTC') derivative contracis to reflect tha possibility that the counterparty
may default and the group may not receive the full market value of the transactions.

The DVA iz an adjustment to the valuation of OTC dervative contracts to reflact the passibility that the group may default, and that the
greup may not pay tha full market value of the transactions.

The group calculates a separate CVA and DVA for sach lagal entity, and for sach counterparty to which the entity has exposure. With the
axcaption of cantral clearing parties, all third-pary counterpartias ara included in tha CVA and DVA ealeulationsz, and thaze adjustmants
are not netted across group entities.

The group calculates the CVA by applying the probabilay of default {'PDY) of the counterpany, conditional on the non-dafault of tha
group, to the group’s expectad positive sxposure to the countarparty and muRiplying the result by the loss expected in the avent of
dafault. Convarzaly, the group calculates tha DVA by applying the PD of the group, cenditional en the non-default of the counterparty, to
the expectad positive exposure of the countarparty te the group and muliplying the rezult by the loss expacted in the event of default.
Ecth caleulations are parformad over the life of the potential axposure,

For most products the group uses a simulation mathedology, which incorporates a range of potential exposures over the life of the
portfolio, to calculate the expactad positive exposurs to s countarparty. The simulation mathodology includes eredit mitigants, such az
counterparty natting agreemants and collataral agreemants with tha countarparty.

The methodolegies do not, in genaeral, account for ‘wrong-way rizk’. Wrong-way nizk ic an advarse correlation betwean tha countarpary’s
praobability of default and the mark-to-market value of the underlying transaction. The rsk can either be general, perhaps related to the
currancy of the issuer country, or specific te the tranzaction concemed, When there & significant wreng-way risk, a trade-specific
approach iz applied to raflect thiz risk in the valuation.

Funding fair value adjustment {"FFVA")

The FFVA iz caleulated by applying future market funding spreads to the expested future funding exposure of any uncollateralized
component of the OTC derivative portfolio. The axpectad future funding axposure is calculatad by & simulation methedolagy, where
available and e adjusted for evenis that may terminata the axposura, cuch as tha default of the group or the counterparty. The FFVA and
DA are caloulated indapandanthy.

Model limitation

Medals used for portfalio valuation purposes may be bazed upon a simplifying et of acsumptions that do not capture all currant and
futura matarsal market charactarictice, In theza circumstancas, model limitation adjustments are adoptad,

Inception profit (Day 1 profit or loss reserves)

Incaption profit adjustments are adopted when the fair value estimated by a valuation modal iz bazed on one or more significant
unobsarvable inputs.
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Notes on the Conzolidated Financial Statements

Fair value valuation bases

Financial instruments measured at fair value using a valuation technique with significant unebservable iInpuls = Lawvel 2

Azzots Liakbilftiez
Designated
and
atharwize
mARDEToFly
imeaEined &l
Talr valus
threaugh
Financisl Trading profit or Trading  Deesl gontesd.
IFvestmants EETEES lexa  Derivatives Totml Enbdlities  at fair value  Dervetives Total
Provete aguity and refated
FERTMAan ta 3,742 16 o0, 767 - B 525 L] - - []
__‘_i_l'_nl-:harud mobas = - - - - - 34,734 - 34,734
i 566 9,267 628 3,30 13,762 — — 1.712 1,12
At 31 Dec 2023 4, 308 9,283 91,395 33 108,287 & 34,734 1,712 36,452
Frovets aaquity and reiated
s el LTl ] 3424 4 1425 = P Finl = = = =
Stiucturad nobek - e — S—— - = 20,443 —— 20,443
CHiirs [ 2242 a6} EFEL 7845 = = 2130 2,130
At 31 Das 2001 3674 Jd 85 J4,662 o] H4HES — pRcC ] 2130 24675

Private equity and related investments

Tha fair value of a private equity investment (including private squity, mfrastructure and private credit, primanly held to suppert our
Insuranca buziness, and siratagic invastmanis) iz estimated on tha bacic of an analyziz of the invactea’s financial position and results, rick
prafila, prospacts and othar factors; by referance 1o market valuations for similar antitiez quoted in an active market; the price at which
simitar companies have changed ownership; or from publizhed net asset values {'NAVE") receved. If necescary, adjustments are made to
tha MAW of funds to obtain the best astimate of fair valuae.

Structured notes

The fair value of Level 3 structured notes is derrved from the fair value of the underlying debt security, and the fair value of the embedded
derivative is determined as described in the paragraph below on derivatives, These structured notes comprise pringipally equity-linked
notes issuad by HSBC, which provide the counterparty with a return linkad to the performance of aquity securities and other portfolios.
Examples of the uncbearvable parametars include long-dated equity wolatilities and correlations between aquity prices, and interast and
forgign exchange rates

Derivatives

OTC derivative valuation models calculata the present value of expacted futura cash flows, bazed upen "no arbitrage’ prnciples. Fer
many vanilla dervative products, the modelling approaches used are standard across the industry, For mara complex denivatinveg products,
there may be some differances in market practice. Inputs to valuation models are determined from cbeervable market data whenevar
possible, including pricas available from axchanges, dealers, brokers or providers of conzensus prcing. Cartain inputs may not ba
ohzarvable in the market directly, but can be determined from cbeervable prices via modal calibration proceduras or astimated {rom

histerical data or sther sourcas,
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Reconciliation of fair value measurements in Level 3 of the fair value hierarchy

hMovement in Level 3 financial instrumants

- S
Desgnoted
and othansize
R ured nt
Tair wnlue
Financin| Trading through profit Trading Designated
Investmants L orioss  Derhvatives llabilities  nt fair valus'  Devivatives
HE%m HK$m HE$m HHEm HHK$m HHEm HE§m
At 1 Jan 2022 3674 3246 74,652 3,294 - 20,449 2,130
Totel goarl{iosgas] taecognmod in prof or loss - a: v 1,545 GES 3 as1) 214
=t ncomaiioeses] from fnencisl instrumants hald for
treding or mansged on & fair vekes baos - (052} - L) 3 - 214
= chongas in fer vakes of cthar financal netrumants
mendstondy mensurad ot fmir vakoe through proft or loes - - 1,545 — - @51y -
= pons lass lossas from financal rvestmants ot fair valus
thecugh ot ¢ comprahandivg Noome - - - - - - -
Tebsl etk resoonasd in el Somprefaninm insama ['0EI7 Gra B} [EX] — {1.001) 183}
= fingncil imvestmaents: fair ve ke gano/|osses] a2 - - —_ - -
— amehanp dffatences [ (#1 [Ex] 2% -
Purchesas 1,670 8,480 28,304 - — - -
New @sunnoes - - - = - 5.936 -
Saks 71} Baa) 71 = = = =
Fattlamants {1641} 4. 742} {12,805 [#571 = 12,130 {553)
Tramefars out - LEkFil {208y [I5a4) - {2.6871) {1840y
Tenrselure o - 6,748 100 314 3 742 194
At 31 Dac 2022 4,308 9,283 81,395 3,301 1] 34,734 172
Urnraslead gariaioesss] moogimad ir profd o e melsting
to ossuts and lmbilbes held ot 31 Dec 2022 - (7 34) {1,615 263 - {19 {78)
= et wacmalioesss] from franoal instromanrdts bald far
trading or managed on a fair valus bess - - 283 - - 7
= changas in far valus of other insnss) Aetromanrls
mendatonly mensurad 8t feir vakus through proft or loss - _— {1,861 - - {1 -
Ak A Jan 2001 6,505 1,237 45554 1028 - 20,484 fl o
Tots! paei| adad) dacopnmad i prodd o I ¥ [&.£11] 11,700 0E = 207 G
= et inoomaTioepes] Trom fnancin | nstumants hald for
tradirig af maneged on e fair vales bess - [2.211) - 4,002 - =L S0EE
= changas in far vakes of other fnang sl natumants
mardatondy maasurad ot f8ir vakos Hrowgh prald or loae - - 14,700 - - R207) -
- pone laes loseas from Hinpncal syvagtmants ot fair vake
Hricugh ot Cormpad e Rcooma 4| - - - - - -
Toted goanef| lossas] recopnmed in othar comprahansswe
om0 f301LE) 10 1 18 - 306 3
- Tonanzml imveatmants T vk i I [.002) - - - - 3] -
= _amchangs ditferences i1} 10 1 18 - 83 )
Purchesas 1288 i, (e ] = - = .
Naw' afusndsg -— = — - - 8,196 =
Salgn [ 18511 [57] - = - -
Hattlermants 11.255] il 7.5 11.247) — [F.AE5] |2.080]
Transfars out - [Ea31] (£ 4] [614| - [ 5] )
Tenmalars in = LT Ea 07 = 3,650 435
Al 31 Dac 2021 SET4 3,245 Th a2 FE84 - 20,445 2150
Urrsaload paraTicesis] iecognaad im profd of o islatmg
to eesats and lwbilbas bald ot 31 Deco 2021 - [2.278] 11236 2 BRE - 113 [a)
= il ancomaTizeess] Trem fnanoe | irstnmants Pald far
trading or manesged on a fair vaks bees - [&.27E] - 2 5RE - - a3
= shongas in fae vales of etbsr fmands) netiumanis
mandatondy massurad ot feir vakes throwgh prof or loos - - 11258 - - 112 -

1 Includes structured deposts where the seftfement balence represents the net of matured and new depasis,

Tranzfers batweean levels of the fair value hisrarchy are desmed 10 cocur a1 the end of each quarnter. Transfers into and out of levels of the
fair valua hierarchy are pramarily attnbutable 1o absarability of valuation inputs and price transparansy.
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Notes on the Consolidated Financial Statements

Effact of changes in significant unobservable assumptions to reasonably possible alternatives

Sansrtreity of fair values to reasenably possible alternatrve assumptions

Firrd Pl
Reflocted in profit or loss Reflected in 01 Ru'li".‘i_ln_-\_:_"'- R of toam Rafssctid "‘Cl
Un- W [EE Lin
Faveuirabia favouralle Fawvourable Tavaurabie Farvosu vl by Tarca rakrly Fanagis raka Fawouraiila
1 ) & i chanpas charpen shanges chanpae
HHfm HHfm HHEgm HH$m Hgm HIgm HESm HKSm

Drvetwes, bedng essats and trading

bl tias’ 242 (308} - - 168 1111 - i

Ermnonl nssets snd lmbities desgrsted and
ctharwize mandatoriy measend st fair valus

Buough profit or loss 4,580 {4,580} - - 5,081 B, Ay = -
Farinntsal evaatmants = - ar (187 = = 57 [1&7)
At 31 Dae 4,822 HNE' 187 (eEn EAE] [, 5043 15y (&7

T ‘Derivatives, trading assets and trading Sebiities” are presented as one category fo reflect the manner in which these instruments are nisk-
Franagec.
The sensitivity analysis aims to measure a range of fair values consistent with the application of a 95% cenfidence mterval

Methodolegies take account of the nature of the valuation technique amployad, as wall as the availability and relisbility of cbearvable
prosxy and histerical data.

Vithen tha fair valua of & financial instrumant iz affected by mora than one unobservable assumption, tha above table reflectz tha most
favourable or the most unfavourable change from varying the assumptions individually.

Key uncbservable inputs to Level 3 financial instruments

The following table liste key unobservable inputs 1o Level 3 financial instruments and provides the range of those inputs at 31 Decambar
2022

Quantitative information about :lgnlfl:ant unobsarvable mnputs in Laval 3 valuations

Fuill Fangs Fuall ranga
Asiots Lisbilithis yop,aiion ey imobiaervable otinpts: | of vouw
HE§m HESm technlgues Imsparbs Lower  Higher Lowear  Highas
Pravals aguly and faated wvadbmaite B84.525 & Ses below Sow below
Bty ) ot = 2474
Madel - on madal Exquuity wolatil B 142% i) ]
= feidity-lmnioed nots - 12,917 Model - xﬂ' aeael Ellll‘hrbol'ﬂl::rﬂﬂ ey s PTrT ey
= EMAnked notes = 20972 Modsl - Option maodal FX wol stility o AT A% el
- et - B4S
Cithara' 13,762 1,712
At 31 Dee 2022 108,287 36483

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

Private equity and related investmeants

Givan tha bespoka nature of the analyzis in respact of each holding, it is not practical to quote a range of key unobservabla inputs. The
kay uncbearvable inpute would be price and correlation, The valuation approach includes using a rangs of inputs that includa company
cpacific financialz, raded comparable companies multiplas, publiched nat aszet values and qualfative azzumptions, which are not
directly comparable or quantifiable.

Volatility

Valatility ic 8 measure of the anticipated future variability of a market price. It varias by underlying raferance market price, and by strike
and maturity of the option. Certain volatilties, typically those of a longer-dated nature. are unobservable and are estimated from
obsarvable data. The range of uncbzervable volatifities reflects the wide varation in valatility inputs by reference markat price.

Correlation

Corralation i a measure of the inter-relationship between two market prices and is expressed as a number between minus one and one.
It is used to value more complex instruments where the payout & dependent upon more than one market price. There is a wide range of
inztrurnants for which corralation i an input, and concaquently a wide range of bath came-accal corralations and eross-ascat coralations
i% usad, In general, the range of same-asset comelations will be narrower than the range of cross-assel correlations,

Unobezarvable corralations may be astimated based upon & range of avidance, including consansus pricing servicas, group's trade prices,
proxy cormelations and examination of historical price relationships. The range of unobservable correlations quaoted in the table reflects
thia wide variation in cormalation inputs by market prica pair,

Inter-relationships between key unobservable inputs

Key unobsarvable inputs to Level 3 financial inztrurments may not be independent of each cther. Az describad above, markat variables
may be corralated. Thiz eorrelation typically raflectz the mannar in which differant markets 1end to react 1o macroaconomic or athar

ovents, Furthermare, the effect of changing market varables on the group’s portfolio will depand on the group’s net rigk position in
respact of each variable.
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34 Fair values of financial instruments not carnied at fair value

Fair values of financial instruments not carmed at Farr value and bazes of valuation

Frir Value Hierarchy
Shgniticant
Guated Observable  wnoboervable
Carrying  market price Inpita Ingista
LL T ] Lowad 1 Lovel 2 Livwad 3 Tatal
HEgm HH §m HESm HHEm HEfm
1
Ravarsa mpurchess agresmants - non-tredeng H27 8578 - 527180 - 837180
Lioantd anid ochvancas 10 Danks 19,024 i 14,524 4,452 518976
Lomng end scvenoes o cuslomars 3705149 - 58,130 3628 504 3,684,834
Fisnncaal rvagbmants - at amanssd oot 974,709 455,444 448,341 1,960 GO5, 745
Linbilities"
Jigpurchass apresments - nentradng 351,093 = 348,133 e 348,133
Cpomita by banks 198,508 - 158,905 - 156,505
Costom ar sscounts 8,113,705 = 6,114.250 = 51142590
Dbt sacurdian in Ssug 100, 5050 - 107,414 - 101,414
Subardnsted hatabtag 319 - 2191 - 219
Ak & Dec 2021
Assats’
Rovarss mpurchass sgresmants = non-tredmg B 76 . B02 Bay 247 B0% 838
Lot and achancis 1o Danks A34, 2487 — 24978 855 3253
Losng and advancss 10 customans & B0, 2 - B5.2E8 =, 165,148 :I.E:ID,J‘-E-
Femns | wrvastmanda - 6E amorised cost [ 83,080 LE0 204 ?._‘I_f_? Ga0 4T
Lbiitma’ -
Repurchape agreemaents = non-tradng 255 74 = AEE L = SEE RS
Drieirariia By Lan ks £h0.E10 == R4 TG = 0406
Custormar sooounts B2, 182 - BATTEM - 84778
Dabt pacunting in Heue E,i!?f::-t = BFE4F - 61’,3_42
“Cubordnnted lebites 4L = " BBEL = T

1 Amounts with HSBC Group entities are not reflected here. Further details are set out in Note 32

The fair values above are stated &t a specific date and may be significantly diffarent from the amounts which will actually ba pad on the
maturity of settlement dates of the instruments. In many cazes, it would not be possible 10 realize immediataly the estimated fair values
givan the zize of the portfolios measured. Accordingly, thess fair values do not represaent the valua of these financial instruments to the
group 8t & going concern.

Other financial instrumants not carried at fair value are typically short term in natura or re-priced to currant market rates fraquantly.
Aceordingly, their carrying ameunt i& a reazonable appraximation of fair valua. They include cash and balances at cantral banks, itams in
the courza of collection from and transmission to ather banks, Hong Kong Governmaent cerificates of indabtednass, Hong Kong currency
nates in circulation, other financial aczetz and other financial lEabilities, all of which ara meazured at amonzed cost.

Valuation

Fair valua iz an astimate of the price that would be recaived to sell an asset or paid to transfar a lbility in an ardarly transaction batwean
markal participants 8! the measurement date. It does ol reflect the sconomic banelts and costs that the group expects 1o flow from an
instrument’s cash flow over its expected future life, Qur valuation methodologies and assumplions in determining fair values for which no
obsarvable market prices are availabls may differ from those of othar companias.

Repurchaze and reverze repurchasze agreements — non-trading

Fair valusz approximats carrying amounts as these balances are generally short dated,

Loans and advances to banks and customers

Te datarming tha fair value of loans and advances 10 banks and customars, lsans are zegragated, az far as pocsible, inte portfolios of
similar charactarictics, Fair values are bazed on cbeenvables market transactions, whean available, When they are unavailable, fair values
are astimated using valuation modals incorporating a range of input assumptions. Thesa assumptions may include: value estimates from
third-pany brokers raflacting over-the-countar trading activity, farward-looking discounted cash flow modals, 1aking account of axpacied
customar prapayment ratasz, using assumptions that the group balieves are concistent with those that would ba used by market
participants in valuing such loans; new business rates estimates for mimilar loans; and trading inputs from other market participants

including observed primary and secondary tradez. From tima te tima, we may angage & third-party valuation spacialist to meazura the
fair value of a pool of laans.

The fair valua of leans reflactz axpacted credit loczac at tha balance cheat date and astimataz of market panicipanis’ axpectations of
cradn losses over the life of the loans, and the fair value effect of repricing between oniginaticn and the balance shest date, For credit
impaired loans, fair value is estimated by discounting the future cash flows over the time period they are expected to be recovered,
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Notes on the Consolidated Financial Statements

Financial investments

The fair values of listed financial investmanis ara determined wsing bid market prices, The fair values of unlicted financial investmants arae
datarmined using valuation techniquas that incorporata tha pricas and future earnings streams of aquivalant quoted securitias.
Deposits by banks and customer accounts

The fair valuas of on-demand dapesits are approximatad by thair carrying valua, For depoazits with longer-term raturities, fair values ara
sstimated using discounted cash flows, applying current rates offered for deposits of similar remaining maturities.

Debt securities in issue and subordinated liabilities
Fair values are datarmined using quoted market pricas at the balance cheset date whera available, or by refarence to queted market prices
for similar instruments.

35 Structured entities

The group iz invahled with both conzelidated and unconsolidated structured entities through the securitication of financial azsets,
conduits and investment funds, established either by the group or a third party.

Consolidated structured entities

The greup uses conzolideted structured entities 1o securitize customer loans and adwvances it originates to diverzify itz sources of funding
for azzet originaticn and capital afficiency purpozesz. The loans and advances are transfarred by tha group to the structured antities for
cash or synthetically through credit default swaps, and the structured entities issue debt securities 1o investors, The group's transactions
with thaze antities are not significant.

Unconszolidated structured entities

The tarm ‘unconsclidated structured entities’ refers to all structured entities not centrolled by the group. The group enters into
transactions with unconsolidated structurad antitias in the normal course of businesze to facilitate customear transactiens and for specific
invastment opportunites,

Mature and rizks aszocatad with the group’s itarasis in unconsolidated structurad antitias

HEC Nan-HERC
Total ssset values of the entities (H K$bn) Securitizations ged funds ged funds Other Tl
-4 55 92 27 27 445
=16 7 i 173 - 222
16-38 — 12 ki — 110
=105 - 3 i - [T
196+ - 1 11 = 12
Mumber of entities at 31 Dec 2022 G2 150 612 27 51
HIEm HHE$m HHESm Hi%m HIKEm

Tobs | sapets ri'ﬂt;ﬁ to fhee -J;;J};'BT‘::TQHE e pnssoneo hdeted
atnatiurad anhiies 17,564 33071 105,351 5,445 166231
= tradng apests - 2527 - a2 2,600
= fisancid sibale Shigted and ctherwiss marndatily rmdsiucad ot fae

walus theough profit or lose - 31,544 108,351 - 140,695
= darwatvaen - - - 10 10
= KaarE &nd adhitsel 1D CuBTSNE 17,564 - - 5,070 22,634
= othar essats - - - B3 Lk
Tatal lisbektias m relston to tha group’s mberests m the unconso bdatad
ghischirad entiss - - - 223 223
= darnminaes - ] =] - | 223 223 |
irar off belancs shagt sommibments 1,395 11,753 a0, g2 11,243 L v
The group’s maximum ssposure ot 31 Dec 2022 16,958 A58z 140,213 16, 364 221,360
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Mature and nsks astocated with the group’s intérests in unconcabdated strudturad antites [eantinuad)

HSEC Non-HS8C
Tote! sewst waluas of the antties [HR$5] Sacurfimatons mronagsd Tunda managed funds hhar Tota
il 7] i) 114 Fil i
A4-15 11 a7 130 — 178
16=08 = 16 o - 106
3919 = L £ = i
156+ - 1 F - :
Numbaer of antfae 6t 31 Do 2027 FL3 119 388 21 a0
HKgm HKSm HESm HI$m HESm

Tomsl mepgta i ralataon 10 e grous’s mtgrests o the wnsongaldatad
#rsdtured antbas 56,226 X2 223 HE.048 10940 163,632
= NG SERs1 == 1.0417 = G VadFd
— Fmangial a8t Jebgnated and canws Mandatodlis massunsd ot 5

vals through profd or lose - it ae04a e T1FaaE
- darnethas . - & i s

lomns and sdvencas to cuslomans 56,225 - - 9635 A4 BED
- othar sesgts = - - B B
Temsl labihitis o dalaton to e Gioup's fAlarests e uhsonsoldetsd
structuned entitios = - - &0 B0
= dunvatinks [ =] =] =] 50| 50|
Cribar off balancs ghaat commamants Al G238 26245 5508 39,5666
Tha growp’ s msormum s ot 31 Deo 2021 R T e 112250 16005 208,158

The maximurm axposura to loss frem the group’s interests in unconselidated structured entitias rapresants the maximum lass it could
incur as & result of itz invelvemant with theze antities regardless of the probability of the lozz baing incurrad.

* For commitments, guaranteas and writtan credit default swapsz, the maximum exposure 1o locz iz the notional amount of potantial
futurs losses,

* For retained and purchased investments in and loans to uncensolidated structured entities, the maximum exposure 1o loss is the
carrying value of these interests at the balance sheet reporting date,

The maximum sxpesure to loss is stated gross of the offects of hedging and collateral arrangemaents entered into to mitigate the group’s
axposura to loso.

Securitizationz
The group has mierests in unconsolidated securntization vehicles through holding notes issued by these entities
HSBEC managed funds

The group actablishez and manages money market fundz and non-meney market investment funds te provide customers with
investment opportunities, The group, as fund manager, may be entitled to receive management and performance fees based on the
asgats undar managamant. The group may alee ratain units in theza fundsz.

Non-HSBC managed funds
The group purchases and holds units of third-pady managed funds i order to facilnate business and mest customer needs,
Other

The group hat actabliched structured antitias in the normal course of business, such az structured cradit trancactions for customers, to
provide finance to public and private sector infrastructure projects, and for asset and strugtured finance transactions, In addition ta the
intarest dizclosed above, the group anters into derivative contracts, revarse repos and stock borrowing transactions with strustured
antities. Theze interasts arice in the normal course of business for the facilitation of third-party tranzactions and rick managerment
solutions.

Structured entities sponsored by the group
The amaount of aszets tranclfarred 1o and incoma receivad from cuch spontorad antitises during 2022 and 2021 were not significant.
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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 2022

2022 2021
HE$m HEKdm
Azzats
Cegh snd balencas at cantmi benks 169,595 2T BRE
Rams i tha couie of eolmenion from ofha bk 22,996 17,828
Mong Kong Gowemmant cartficates of mdebitednass 341,354 A2 044
Treding sasats 58T, 760 E4TEQE
Dhar wntress 481,978 JAEETT
Francal sssets demignetad end othenwss mandeton by massuned st fair valee through profi or losa 541 J245
Aaviids MU BEfEaMants — non-teding 468,799 AGEA 2
Lasns snd advanoes to benia 298,225 23 682
Lanne snd advances b cuslomsans 1,951,155 1.584 257
Finanoal mwastmants 947,830 Bala4n
Aenounte dus from Qroun compansg 720,755 SAdEET
Irvastmants N subssdmres 1082311 101 535
Inbari#n O BREGSINGRE AN LNTvanures 39,830 ol
Zpadwnll and stangble sseeln 23,659 18228
Proparty, plant and egupmant 71,555 2oz
Dhalarrad tak adgin 1,304 1275
Prapaymenta, accuad noome and ofthdar sosets 214,629 145 729
Total nssets 6,455,962 G03.208
Lishil fties
Hong Kong ourrency robes & airdulshon 341,354 S 04
Bams i the cowsa of trensmession to othar banka 28,600 18,101
H!ﬂu"ﬁ‘l!ﬂﬂﬂﬁﬁﬁiﬁﬂ—ﬂbﬂ-!l!ﬂﬂn 3?_?,"1 1/5A76
Daporits by berics 155,423 234 FED
Custormar pogoirts 3,740,697 B1E, 7116
Treding Eabilihas a5.007 A5 BiE
Darwntwsn 532,325 fr]
Fangal iabbihes dasgnated o1 i value 49,396 P
Dbt sacuritsas in msua 26,584 ot ]
Ratsamant banalil Fabilnss BIE 1054
Amaunts dua to Group companies 583, 368 452 Ton
Acauale and dafarred mcomes, U‘Ih__h_r_llﬂbllﬂlul and proveEsns 'IE,'II-'I 1-?]},!&43
Currgnt ey hakeifiag 3,537 A5
Dalermd tax habiltas 3 )
Subordneted habilias 3119 2113
Tatal linbilities gm.m 6,631 245
Equity
Shara capitsl 180,181 17036
Cihar aquety wirumants 52, 366 A4 516
Jhar rasarvas 3143 18218
Aatnrid snrngs 232,784 206,751
Total equity A68, 454 441 963
Tatal ﬁlﬂd liaksiliti e 5,455,962 5073208
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Bank statement of changes in equity for the year ended 31 December 2022

Orther reserves
Financisl Cush
OElvir Property  aiséts &t few  Forsign
Shara equity  Aotsined revalustion FVGE! hedge sxchange Toinl
capital” instruments  esmings L] reserve TESsrVe  reserve Ottver” equity
HK§m HHK§m HH§m HE§m HiCEm HiE$m HE§m HEfm HE$m
At 1 Jan 20022 1723 44,815 20570 36,900 1,524 B3 {15,389) (3.500) 441,958
Proli for the yine - - 54,987 - - - - - 54,987
Oahar comprabananm insomafaxpendss] [nat
af tax g = = 4,600 1,948  (10,829) {993 (4,993 = (2273
= dabt metrumgnts at fer welua throwgh
ataccompietihainincons | - = = | [RLLRES = = = || ikt
= aquety ingtrurnants dagsgnatad ot fair valus
__thf-_ﬂﬁ:ﬂw&lﬁhﬁl“lﬂ FIGOFTH —= = = o 40 e = — 540
= cash fow hadges —_ —_ - - - {903 — — {903y
= ghamgas in far walus of foanosl isbdtias
dagagnatad 8t fair valis upon mital
recagniion armng from changas n own
e rak = - 4,432 = - - - - 4,432
= propaty raveisbon - —_ - 2,948 — — - — 2,948
— rimanduremant of dalingd banyld naaatS
lmbility - - 168 - - - - - 168
— awshbrs Sitfatances - - - - - —| (4993 - (4.999)
Tetal prefanaive i Tespanse)
for the year - = 58,587 2,848 (10.,825) 1993 {4,993) = 45,714
Lo ol immsad 7. 846 - - - —_ —_ - - 7848
nhar squity netnuments asmd = ZaTF] = = = = = = Uitk
Dinesda il B dhnrabsaldang? - — {34.821) - — — - — (34821}
Mowvemant n respact of sham-Dasad
EHMENT afrangarmants = = 127 = - - = 127 =
Tenrsefarn and othar mowemants® - - 2100 {2,080) 2 - - 3 5
At 31 Dec 2022 180,181 52,366 232,784 ar.768 {2.303) {2300 (0. 368) 14.024) 468494
ART Jan 2021 1TE R 4. E16 £ 1000 96,155 Bt ) 1257 [ 760 moare
Profd fos tha ywear - - A0S - - - - - 40816
Dtbar comprabsanens incomal]axpenes] et
af tax) - - g%z AR |4 By Bz rical] - 70§
= debt instremants ot far valua though
othar comprehanaie INcoma - = - - |2 25 = - - |2 A
= aqusty metrurmants desgnatnd &t fair vale
through othar comprahsnsive mooma = = - | - |8 &4y = = = 1. 545)
= cogh Flow hadpes - - o | - - iE] - - Az
- changed n Tau vakes of Tnenosl iobdktes
dasgrintad ot fair valss upon @gal
recagnition arming from changds n own |
angdet rsk gad | = = = = Rad
- propaty favaisaton - - - SARS - - - - 3450
= v ansursenant of dalfineid Danel naaars 1
Imieliby = = o = £ E = - il
= axchanga differencas - - =1 - = - 2 ) - FEHER)
Tots! comprahanane noomafexpensa] for tha
yant - - 41,037 A.A53 |4, 08) B3] 125500 - 37114
Divadands b hacaholdes’ — — BaL10G] — — — — — Ba0E)
Mowarmiant a1 resDest of #hos-Daded
OaymEnT afrangarmante - - 116 - - - - 4] 126)
Teamsfars snd othar mowemants? = 1,764 117487 51 = = = i
Ak 51 Dec 2021 173505 44,616 :?Hb;:l'fl'l 28400 1.5384 Lic) N&.268 39801 A8t G55

T Orndinary shave capiral includes preferance shaves which have been redeemed or bowght back wa payments our of disaibutabile profes in previous
years, Dunng 2022 3 138 4m new ordinary shares ware isued & an issue price of HKS2. 5 sach.

2 Deving 2022 an sochtional tar | capital insrumant was issued amounted 1o LSS T, 000 an wihich theve wars USET0m izzue sosts

3 The ather reserves mainly comprise purchase pramium ansimg from transfer of business from fellow swbsidiaries, property revaluaiion resense
relating 1o transfer of properties 1o a fellow subsidany and the share-based payment resérve. The share-based payment reserie is used 1o record
the amaut relatng ro share awards and opoons gramed fo ampioyess of the group directly by HSBC Holdings ple.

4 Including distributions paid on perpetudl subordinated losns classified s equity undler HKERS,

& The movermants include rransfers from the propermy revaluation reserve 1o retarnad 8armings in relation fo depreciarion of revalued properpes.
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Motes on the Consolidated Financial Statements

37 Business acquisitions

Tha fellowing acquisitions farm part of our strategy to becoma a market leader in Asian wealth managemant:

+ On 28 January 2022, HSBC Insurance (Asma-Pacific) Holdings Limited, a subsidiary of the group, notified the shareholders of Canara
HSEC Lifa Insurance Company Limitad ("Canara HSBC') of itz intantion to increass its chareholding in Canara HSBC up to 48%. Tha
group curranthy has a 26% sharehelding which iz accounted for 8z an azsociata. Any incraace in sharaholding iz subject to agreament
with ather charehaldars in Canara HSBC, az well az intarnal and regulatory approvals, Establiched in 2008, Canara HSEC iz a lifa
insurance company based in India.

* On 11 February 2022, HEEC Insuranca {Asia-Pacific Haldings Limited completed the acquisition of 100% of AMA Insurance Pie
Limited {"4XA Singapore') for HK$4 1bn. A gain on acquisition of HK36E5m was recordad, reflacting the excass of the fair valus of nat
aszats acquired (gross acsats of HKS3S 6bn and grees liabilities of HKS20.8bn) ovar the acquizition prica. The lagal intagration of AXA
Singapere with HSBC s pre-sxisting insurance operations in the country concluded on 1 February 2023,

* On G April 2022, the Bank announced it had increased its shamhelding in HZEC Qmnhai Securities Limited, a partially-owned
subsidiary, from 51% to 90%.

* On 23 June 2022, HSBEC Insurance (Asia) Limited, a subsidary of tha group, acquirad the remaining 20% equity interest in HSBC Life
Insurance Company Limited. Headnquanarad in Shanghai, HSBEC Life Inzsurance Company Limited offars a comprehenzive range of
insurance solutions covering annuily, whaobs life, critical illnesz and wnit-linked insurance products.

38 Legal proceedings and regulatory matters

The group iz pany 1o lagal proceadings and ragulatery mattars ina number of juredictions arizing cut of ite normal business oparations,
Apart from the matters described below, the group considers that none of these matters are material. The recognition of provisions i
determined in accordance with the accounting policies 581 out in Note 1.2(n}. While the outcomes of legal procesdings and regulatary
mattars ara inharantly uncarain, managameant baliaves that, baced an tha information available 1o it, appropriata provicions have baan
mads in respect of these matters as at 31 December 2022, Any provision recognized does not constitute an admission of wrongdaing ar
legal lability, It iz not practicable 1o provide an agaregate estimate of potental kability for our legal proceedings and regulatory matters
as a class of contingent liabilities.

Anti-money laundering and sanctions-related matters

In Dacamber 2012, HSBC Holdings ple ('"HSEC Holdings') enterad inte a number of agrearmaniz, including an undertaking with tha UK
Financial Sarvicas Autharity (replaced with a Diraction izsued by the UK Financial Conduet Autharity ('FCA') in 2013 and again in 2020) az
wall as a cease-and-desist order with the US Federal Reserve Board ('FRE’), both of which containad certain forward-looking anti-money
laundering ("AML") and zanctions-related cbligations. For zavaral years thareafter, HSBC retsined a Skillad Perzon under section 166 of
tha Financial Sarvices and Marketz Act and an Independent Consultant, under tha FRB ceace-and -desist ordar to produce pariodic
asceszments of the Group’s AML and sanctions compliance programmae, The Skilled Person completed its engagement in the sacond
guartar of 2021, and tha FCA determinad that no furthar Skilled Parson work iz required. Saparataely, the Indepandant Consultant's
angagemant iz now complete and, in August 2022, the FRE tarminated its ceasa-and-desist order.

Singapore Interbank Offered Rate {'Sibor’) and Singapore Swap Offer Rate ("SOR’)

In 2016, the Bank and other panal banks ware named az defandants in & putative clazs action filad in tha Mew York District Count en
behalf of persons who transacted in products related 1o the Sibor and SOR benchmark rates. The complaint alleged, among other things,
misconduct related to these benchmark rates n viclation of US antitrust, commed ities and racketeanng laws, and state law,

In Qctober 2021, the Bank reached a settlement-in-principle with the plaintiffs to resolve thiz action, the agreement for which was
axacutad in May 2022. The court grantad final approval of the settlement in Novembar 2022,

Other regulatory investigations, reviews and litigation

Tha Bank and/or cartain of itz affiliates are subject to a number of other investigations and reviews by various regulators and competition
and law anforcement authoritias, as wall as ktigation, in connection with varous maters relating 1o the firm’s businaszes and operations,
including investigations by tax administration, regulatory and law enforcamaent authorities in India and elsewhare in connection with
allegations of tax evasion or tax fraud, meney laundering and unlawful cross-border banking solicitation.

Thare ara many factors that may affect the range of outcomaes, and the resulting financial impact, of thesa matters, which could ba
cignificant.
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39 Ultimate holding company

The ultimate holding company of the Bank iz HSBC Holdings ple. which is incorporated in England.

The largest group in which the accounts of the Bank are congsalidated s that headed by HSEC Heldings ple. The consolidated accounts of
HSEC Heldings ple are available to the public on the HSBC Group’s website at www hsbe.com or may be obtained from 8 Canada
Snuare, Londen E14 SHO, United Kingdam,

40 Ewvents after the balance sheet date
Thera hava bean no evants after the balance sheat date that would require diselecura in the consolidated financial statemeants,

41 Approval of financial statements

The Cenzolidated Financial Staterments wara approved and authorized for iczue by the Ecard of Directorz on 21 February 2023,
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HKFRS 2018 HKAS 39
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HKFRS
HKFRS 15
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1 2022 17
2 2022 18
3 2022 24
4 2022 27
5 2022 28
6 2022

7 2022 23
8 2022 23
9 2022 21
10 2021 2022

11 2022 20
12 2022 23
13 2022 16
14 2022 23
15 2021 2022 23
16 2021 2022 23
17 2021 2022 23
18 2021 2022 23
19 2022 12
20 2022 12
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21 2022 12
22 2022 12
23 2022 21
24 2021 2022 25
25 2021 2022 25
26 2021 2022 25
27 2021 2022 25
28 2022
29 2021 2022
30 2022
31 2022
32 2022
33 2022
34 2022 16
35 2022 22
36 2022 10 24
37 2023
38 2023
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2023 27

2021 26 300,000,000
2023

2022 400,000,000
2023 16

2022 15 400,000,000
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2023 30
2022 29 500,000,000
2023 28
2022 27 500,000,000
2023 29
2022 29 500,000,000
INPEX
2023 10
2022 10 220,000,000
z
2023 10 30
2022 10 28 500,000,000
2022 24
1
40
2023 27
506,073,600 100
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14
2023 12
1,592,907,600 100
() 2023 2023 12
16 10
2023
379,824,892 100
)
47
2023 15
1,191,006,846 100
2023
614,438,399 100
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11
2023 10
290,814,015 100
() 2023 2023 10
INPEX
2023 11
1,386,667,167 100
)
2023
7,633,418,261 100
() 2023 2023
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24
2023 10
1,958,454,023 100
( )
13
2023 14
1,031,470,400 100
( )
2023 12 EDINET
25 2021 10 2022 30
2022 12
26 2023 2023 31
2023 27
19

2022 12 13
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26 2022 2022 12 31
2023 30
27 2023 2023 31
2023 12
() 19
2023 31
(b) 19 12
2023 12
©) 19
2023 16
(@ (c) 2023 16 2023 18
() (c) 2023 16 2023 24
(c) (c) 2023 16 2023
157 2021 2022 31

2022 17
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158 2022 10 2022
2023
19
2022 27
133 2022 2022 12 31
2023 24
134 2023 2023
2023 15
19

2023 27
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20 2021 2022
2022 24
21 2022 10
2023
2022 27
97 2021 2022
2022 24
98 2022 10
2023 10

2022 29
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33
INPEX
17 2022 2022 12 31
2023 29
18 2023 2023 31
2023 11
19
2023 31
27 2021 2022 31
2022 16
28 2022 10 2022 12 31
2023
@) 19
2022 24
(b) 19

2022 27
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©) 19
2022
)] 19 19
2022 11
(e) 19
2023
@ (c) 2022 2022 19
() () 2022 11 2023
21 2022 2022 12 31
2023 30
22 2023 2023 31
2023 10
@ 19
2023
() 19
2023 16

2023 30 2023 10
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120 2021 2022 31
2022 21
121 2022 10 2022 12 31
2023 14
() 19
2022 22

(b) 19

2022 12
©) 19

2023
(d) 19

2023
(e) 19

2023 15

(b) 2022 12 2022 11
11) 13) 14) 18) 21) 25)

5) 7) 9) 10) 12) 15)
17) 19) 20) 22) 24) 26) 28)
S&P500
1) 4) 6) 8)
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50
2023 10 30
2018 10 29 1,112,000,000
50
2023 11 14
2018 11 13 2,018,000,000
50
2024 13
2019 12 1,233,000,000
50
2024 30
2019 29 1,300,000,000
50
2019 20 2,936,000,000
2024 17
60
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6
2024 11 14
2019 11 13 2,119,000,000
50
7
2019 11 26 4,820,000,000
2024 11 18
60
8
2025 14
2020 13 4,500,000,000
50
9
2025 27
2020 26 2,852,000,000
S&P500
10
2023 28
2020 27 7,500,000,000
S&P500
11
2020 29 1,108,000,000
2023 21
65
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12
2020 29 570,000,000
2023 21
50
13
2021 27 1,771,000,000
2024 19
65
14
2021 29 675,000,000
2024 19
60
15
2021 29 325,000,000
2024 19
55
16
2021 29 2,673,000,000
2024 19
60
17
2021 27 1,164,000,000
2024 13
65
18
2021 10 25 372,000,000
2024 10 18
65
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19
2021 10 25 2,952,000,000
2024 10 18
65
20
2025
2022 31 1,949,000,000
S&P500
21
2022 27 400,000,000
2025 17
65
22
2022 27 1,327,000,000
2024 17
65
23
2022 27 1,408,000,000
2025 17
55
24
2022 27 1,704,000,000
2025 17
65
25
2022 28 188,000,000
2025 12
65
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26
2022 28 1,125,000,000
2024 12
65
27
2022 28 1,890,000,000
2025 12
55
28
2022 28 1,643,000,000
2025 12
65
1)
225
225
2) S&P500
S&P S&P500
3) 50
11 50
50
2018 2019 2020 2021 2022
24,270.62 24,066.12 | 27,568.15 | 30,670.10 29,332.16
19,155.74 19,561.96 | 16,552.83 | 27,013.25 24,717.53
2022 2022 2022 2022 2022 2022
10 11 12
27,914.66 | 29,222.77 | 28,614.63 | 27,587.46 | 28,383.09 | 28,226.08
25,935.62 | 27,594.73 | 25,937.21 | 26,215.79 | 27,199.74 | 26,093.67
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S&P500
2018 2019 2020 2021 2022
2,930.75 3,240.02 3,756.07 4,793.06 4,796.56
2,351.10 2,447.89 2,237.40 3,700.65 3,577.03
2022 2022 2022 2022 2022 2022
10 11 12
4,130.29 4,305.20 | 4,110.41 | 3,901.06 | 4,080.11 4,076.57
3,790.38 3,955.00 | 3,585.62 | 3,577.03 | 3,719.89 3,783.22
50
2018 2019 2020 2021 2022
3,672.29 3,782.27 3,865.18 4,401.49 4,392.15
2,937.36 2,954.66 2,385.82 3,481.44 3,279.04
2022 2022 2022 2022 2022 2022
10 11 12
3,708.10 3,805.22 | 3,646.51 | 3,617.54 | 3,964.72 3,986.83
3,359.83 3,517.25 | 3,279.04 | 3,331.53 | 3,593.18 3,793.62
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79 139
2022 12 31
1
1.1(d)
2022
HKICPA
HKFRS 2022 12 31
HKICPA HKSA
HKICPA
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BoCom

PVIF

HKFRS 17
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2022 12 31 ECL
ECL
40.0
ECL
ECL
ECL
ECL HKFRS
ECL
ECL
ECL
ECL
ECL
ECL ECL
ECL
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ECL

31-52

1.2(i) FvoCI
90-93
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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’), which are set out on pages 79 to 139, comprise:

the consolidated balance sheet as at 31 December 2022;

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, whichinclude significant accounting policies and other explanatory
information.
1 Certain required disclosures as described in Note 1.1(d) on the consolidated financial statements have been presented elsewhere in the

Annual Report and Accounts 2022, rather than in the notes on the consolidated financial statements. These are cross-referenced from
the consolidated financial statements and are identified as audited.

Our opinion
In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial position of the group as at
31 December 2022, 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 withHong Kong Standards on Auditing (‘HKSAS') issued by the HKICPA.
Ourresponsibilities under those standards are further described in the Auditor's Responsibilities for theAudit of
theConsolidated 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

Disclosure of the impact of adoption of HKFRS 17, Insurance contracts

387/394



EDINETOOOO
O00DO00oDo0oooo0ooO00oo00o0O00DbDO000DOodnoo(E27669)

Allowances for expected credit losses on loans and advances to customers

oOoOooodn

Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter

At 31 December 2022, the group recorded allowances for expected
credit losses (‘ECL’) on loans and advances to customers of
HK$40.0bn.

The determination of the ECL on non-credit-impaired 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 used for ECL that we focused
on for non- credit-impaired loans and advances to customers included
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.

Impacts from the Covid-19 infection rates in Asia, particularly in
mainland China, ongoing developments related to the mainland China
commercial real estate sector, the geopolitical landscape and certain
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 non-credit- impaired loans and advances to customers therefore
continue to be made. This includes judgemental adjustments to the
ECL for unsecured offshore mainland China Commercial Real Estate
exposures.

The above ongoing developments have also resulted in significant
credit- impaired corporate exposures related to the unsecured offshore
mainland China Commercial Real Estate sector. The assumptions with
the most significant impact here are those applied in estimating the
recoverability of these exposures.

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;

We tested a sample of critical data used to determine ECL; and

Matters discussed with the Audit Committee

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

For a sample of management judgemental adjustments and credit-

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 economic scenarios and their likelihood,
management judgemental adjustments made to derive the ECL on
loans and advances to customers, and future recoverability of certain
significant credit-impaired wholesale exposures. We further discussed
certain controls over the process in determining ECL on loans and
advances to customers.

impaired wholesale exposures, we challenged the appropriateness
of these and assessed the ECL determined.

We further considered whether the judgements made in selecting
the significant assumptions, as well as determining the
management judgemental adjustments and credit-impaired
wholesale exposures, 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
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Risk: Credit Risk, as cross-referenced from the consolidated financial statements (only information identified as audited), page 31-52

Note 1.2 (i) on the consolidated financial statements: Basis of preparation and significant accounting policies - Summary of significant accounting
policies- Impairment of amortised cost and FVOCI financial assets, page 90-93

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

charges, page 97

Note 10 on the consolidated financial statements: Loans and advances to customers, page 106-107
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Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter

At 31 December 2022, the fair value of the investment in BoCom, based
on the share price, was HK$118.8bn lower than the carrying value ('CV')
of HK$182.3bn. This is an indicator of potential impairment. An impairment
test was performed by management, with supporting sensitivity analysis,
using a value in use ('VIU') model. The VIU was HK$0.7bn 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 as a
percentage of customer advances, long-term effective tax rate, capital
requirements - capital adequacy ratio, capital requirements - 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 which as relevant included past 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 compared it to the

discount rate used by management; and

Assessed whether the judgements made in selecting the significant
assumptions would give rise to indicators of possible management
bias.
We observed meetings 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 - Summary of significant accounting

policies - Consolidation and related policies, page 87

Note 14 on the consolidated financial statements: Interests in associates and joint ventures, page 109-112
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The present value of in-force long-term insurance business (‘PVIF’) and liabilities under non-linked life insurance contracts

Nature of the Key Audit Matter

How our audit addressed the Key Audit Matter

At 31 December 2022, the group has recorded an asset for PVIF of

HK$65.5bn and liabilities under non-linked life insurance contracts of

HK$679.5bn.

The determination of these balances requires the use of complex actuarial
methodologies that are applied in models and involves judgement about
future outcomes. Specifically, judgement is required in deriving the
economic and non-economic assumptions. These assumptions are
subject to estimation uncertainty, both for PVIF asset and the liabilities

under non-linked life insurance contracts.

Matters discussed with the Audit Committee

We discussed the appropriateness of the methodologies, their application,
significant assumptions and related disclosures with the Audit Committee.
In relation to assumptions, we focused on those for which variations had
the most significant impact on the valuation of PVIF and liabilities under

non- linked life insurance contracts carrying value.

We tested controls in place over the methodologies, their application,
significant assumptions and data for PVIF asset and the liabilities under
non-linked life insurance contracts. Specifically, these included controls

over:

policy data reconciliations from the policyholder administration system

to the actuarial valuation system;
assumptions setting;

review and determination of methodologies used, and their

application in models; and
results aggregation and analysis processes.

With the assistance of our actuarial experts, we performed the following
audit procedures to assess the methodologies used, their application,
significant assumptions, data and disclosures:
We assessed the appropriateness of the methodologies used, their
application and the mathematical accuracy of the calculations;
We challenged the appropriateness of the judgements made in
selecting significant assumptions and , where relevant, their
interrelationships. We have independently assessed these
assumptions and obtained relevant corroborating evidence. We
further considered whether the judgements made in selecting the
significant assumptions would give rise to indicators of possible
management bias;
We performed substantive audit procedures over critical data used in
the determination of these balances to ensure these are relevant and
reliable; and
We assessed the adequacy of the disclosures in relation to the asset
for PVIF and liabilities under non-linked life insurance contracts made
in the consolidated financial statements in the context of the

applicable financial reporting framework.

Relevant references in the consolidated financial statements

page 67-72

- Insurance contracts, page 93-94

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

Note 1.2 (j) on the consolidated financial statements: Basis of preparation and significant accounting policies -Summary of significant accounting policies

Note 3 on the consolidated financial statements: Insurance business, page 97-98

Note 15 on the consolidated financial statements: Goodwill and intangible assets, page 112-113
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Disclosure of the impact of adoption of HKFRS 17, Insurance Contracts

Nature of the Key Audit Matter How our audit addressed the Key Audit Matter
HKFRS 17 ‘Insurance contracts’ sets out the requirements that an entity We tested controls in place over accounting policies, methodologies, their
should apply in accounting for insurance contracts it issues, reinsurance application, significant assumptions and data used in determining the

contracts it holds and investment contracts with discretionary participating estimated reduction of the opening group equity as at 1 January 2022
features it issues. The group will adopt the standard retrospectively from 1 | disclosed. Specifically, these included controls over:
January 2023, with comparatives restated from 1 January 2022. As part of Selection and approval of the accounting policies;

the transition to HKFRS 17, the group intends to apply the option under ) o ) o )
Policy data reconciliations from the policyholder administration system

HKFRS 9 to re-designate holdings of financial assets held to support
to the actuarial valuation system;

insurance liabilities currently measured at amortised cost, to fair value
Assumptions setting; and
under HKFRS 9. The group has estimated and disclosed that the adoption

will reduce the opening group equity as at 1 January 2022 by HK$75.4bn. Review and determination of methodologies used, and their

In the consolidated financial statements it is disclosed that this estimate is application in models, including model development, validation and

based on accounting policies, assumptions, judgements and estimation monitoring.

techniques that remain subject to change. With the assistance of our actuarial professionals, we performed the

This is a new and complex standard and determining the impact as at 1 following substantive audit procedures to assess the accounting policies,

January 2022 requires judgement and interpretation in its implementation. methodologies, their application, significant assumptions, data and

This includes the selection of accounting policies and the use of complex disclosures:

actuarial methodologies that are applied in models and overlay We assessed the adherence of the accounting policies with the
adjustments to models. The selection and application of appropriate requirements in HKFRS 17;

methodology requires significant professional judgement. It also requires We assessed the appropriateness of the methodologies used, their
the determination of assumptions which involve estimation uncertainty. application in models and overlay adjustments to models and the

mathematical accuracy of the calculations;

We challenged the appropriateness of the judgements made in

. . . . selecting significant assumptions and, where relevant, their
Matters discussed with the Audit Committee
interrelationships. We have independently assessed these

assumptions and obtained relevant corroborating evidence. We

further considered whether the judgements made in selecting the

Status updates were provided during the year. We discussed the significant assumptions would give risk to indicators of susceptibility to

appropriateness of the accounting policies, methodologies, their management bias;
application, significant assumptions and the disclosures related to the We performed substantive audit procedures over critical data used to

impact of the coming adoption of HKFRS 17 with the Audit Committee. ensure these are relevant and reliable;

Perspectives were also shared on the control environment over the We performed substantive audit procedures over the re-designation of

disclosures of the impact of adopting HKFRS 17. financial assets held to support insurance liabilities; and

We assessed the adequacy of the disclosures in the context of the

applicable financial reporting framework.

Relevant references in the consolidated financial statements

Note 1.1 (b) on the consolidated financial statements: Basis of preparation and significant accounting policies - Basis of preparation - Future accounting

developments, page 85-86

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 2022, Banking Disclosure Statement as at 31 December 2022 and List of the directors of the Bank's
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subsidiary undertakings (during the period from 1 January 2022 to 21 February 2023) 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, Environmental, Social and
Governance Review, Financial Review, Risk, Statement of Directors' Responsibilities and Additional information sections of the Annual
Report and Accounts 2022 prior to the date of this auditor's report. The remaining other information, including Banking Disclosure
Statement as at 31 December 2022 and List of the directors of the Bank's subsidiary undertakings (during the period from 1 January 2022
to 21 February 2023), 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.

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.
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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, 21 February 2023
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