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Profile of ICBC (Asia)

Industrial and Commercial Bank of China (Asia) Limited (“ICBC (Asia)” or the “Bank”) is a licensed bank incorporated in
Hong Kong. It is the flagship of overseas business of Industrial and Commercial Bank of China Limited (“ICBC”) - currently
the largest commercial bank in China, and it is one of the domestic systemically important banks (D-SIBs) in Hong Kong. It is
engaged in commercial banking, investment banking and other financial services, including those of securities, insurance and
funds, with a focus on commercial and retail banking as well as global market business.

ICBC (Asia) was formerly known as Union Bank of Hong Kong Limited. Union Bank of Hong Kong Limited was established
in Hong Kong in 1964 and publicly listed in 1973. The Bank changed its name to “Industrial and Commercial Bank of China
(Asia) Limited” on 21 August 2000 following its becoming a member of ICBC Group.

In July 2001, ICBC injected the corporate banking business of its Hong Kong Branch into ICBC (Asia). It expanded the
customer base of ICBC (Asia), improved its deposits and loans portfolio and also diversified its product mix. Such transfer of
business therefore led to a substantial enhancement of the competitive edge of ICBC (Asia).

ICBC (Asia) acquired Fortis Bank Asia HK’s retail and commercial banking operations on 30 April 2004. Fortis Bank Asia HK
was then renamed as Belgian Bank and became a wholly-owned subsidiary of ICBC (Asia). In October 2005, Belgian Bank,
Hong Kong Branch was formally merged with ICBC (Asia). In 2005, ICBC (Asia) acquired Chinese Mercantile Bank which
becomes its wholly-owned subsidiary and focuses on renminbi banking business in the Chinese mainland.

On 31 August 2008, ICBC (Asia) completed the acquisition of Worldsec Asset Management Limited and renamed it to
ICBC (Asia) Investment Management Company Limited (officially changed the name to ICBC Asset Management (Global)
Company Limited in October 2017). Being a wholly-owned subsidiary of ICBC (Asia), ICBC Asset Management (Global)
Company Limited specialised in ICBC’s global asset management business.

On 21 December 2010, ICBC completed its privatisation process of ICBC (Asia), which was henceforth withdrawn from
listing on The Stock Exchange of Hong Kong Limited and became a wholly-owned subsidiary of ICBC. The completion of
privatisation thus provides ICBC (Asia) with broader access to finance, allows greater flexibility in obtaining the support of
ICBC and achieving more effective business connection and integration within the ICBC Group.

Upon the completion of the privatisation process, ICBC (Asia) accelerates its pace of development. Benefited from its
continuous enhancing profitability, innovation, risk management and control effectiveness and other driven forces, ICBC
(Asia) achieves a good momentum of steady growth in the client base and business development, resulting in continued
expanding of its total asset size and optimisation of its asset structure.

By persisting in the business strategy of “Taking root in Hong Kong, Connecting with the Chinese mainland, Spanning across
Asia Pacific, Being globally oriented”, ICBC (Asia) seizes the favourable opportunities of Hong Kong being the offshore
renminbi centre and keenly explores renminbi businesses and cross-border banking services. ICBC (Asia) realised a number
of pioneering projects in offshore renminbi financial products, and received various awards regarding quality cross-border
services from official organisations in the Chinese mainland and Hong Kong and well-known media, such as “Best Bank

» o« » o«

in Hong Kong (Chinese Financial Institutions)”, “Excellent Brand of Cross-border Banking Services”, “Excellent Foreign

Institutional Investor”, “Best Treasury Management Bank Award” and “Pioneering Organisation in Green and Sustainable
Deposit Service(Banking Industry) - Visionary Green Deposit Framework Award” etc.
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BOARD OF DIRECTORS

Liu Yagan (Chairman & Executive Director)

Wu Long (Vice Chairman, Executive Director ¢
Chief Executive Officer)

Wong Yue Chim, Richard, S.B.S., J.P. (Vice Chairman,
Independent Non-executive Director)

Gu Xuan (Executive Director, Deputy Chief Executive &
Alternate Chief Executive)

Hong Guilu (Non-executive Director)

Hu Yimin (Non-executive Director)

Tsui Yiu Wa, Alec (Independent Non-executive Director)

Yuen Kam Ho, George, FHKIoD
(Independent Non-executive Director)

Wu Jie Si (Independent Non-executive Director)

Or Ching Fai, S.B.S., ].P. (Independent Non-executive Director)

COMPANY SECRETARY
Yu Hong

AUDIT COMMITTEE
Or Ching Fai, S.B.S., J.P.* (Chairman)
Hong Guilu (Alternate Chairman)
Wong Yue Chim, Richard, S.B.S.,J.P.*
Tsui Yiu Wa, Alec*

STRATEGY AND CORPORATE

GOVERNANCE COMMITTEE
Liu Yagan (Chairman)

Wu Long

Hong Guilu

Wong Yue Chim, Richard, S.B.S., J.P.*

Tsui Yiu Wa, Alec*

Yuen Kam Ho, George, FHKIoD*

Wu Jie Si*

Or Ching Fai, S.B.S., J.p.*

RISK MANAGEMENT COMMITTEE OF

BOARD OF DIRECTORS
Tsui Yiu Wa, Alec* (Chairman)

Hu Yimin (Alternate Chairman)

Wu Long

Gu Xuan

Yuen Kam Ho, George, FHKIoD*

Wu Jie Si*

Or Ching Fai, S.B.S.,J.p.*

*  Independent Non-executive Director
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Corporate Information

As at 21 March 2024

REMUNERATION COMMITTEE
Yuen Kam Ho, George, FHKIoD* (Chairman)
Hong Guilu

Tsui Yiu Wa, Alec*

NOMINATION COMMITTEE
Wu Jie Si* (Chairman)

Hu Yimin

Wong Yue Chim, Richard, S.B.S.,J.p.*

SENIOR MANAGEMENT

Liu Yagan (Chairman & Executive Director)

Wu Long (Vice Chairman, Executive Director ¢
Chief Executive Officer)

Xu Meng (Deputy Chief Executive)

Gu Xuan (Executive Director, Deputy Chief Executive &
Alternate Chief Executive)

Xu Lei (Deputy Chief Executive & Alternate Chief Executive)

Chen Yinbin (Deputy Chief Executive)

Lu Qiang (Deputy Chief Executive, Alternate Chief Executive &
Chief Risk Officer)

Liu Yanbin (Assistant Chief Executive)

Duan Mengche (Assistant Chief Executive ¢
Alternate Chief Executive)

AUDITOR

Deloitte Touche Tohmatsu

REGISTERED OFFICE
33/F., ICBC Tower

3 Garden Road

Central, Hong Kong

WEBSITE

http://www.icbcasia.com
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B %% 8B %
7~ /.
Yo 5 Financial Highlights
BH AL
248 (H 8 0) For the Year (in HK$ million) 2023 2022 % Change
PSS ON Net Interest Income 10,832 9,735 11.3%
&S T EA PN Net Fee and Commission Income 1,820 1,790 1.7%
HoAb & ZE A Other Operating Income 1,483 365 306.3%
E S Operating Expenses 3,987 3,797 5.0%
(4B R Net Impairment Losses on Financial Assets (2,139) (1,306) 63.8%
I ol T 48 ) Profit before Tax 7,436 7,271 2.3%
B I Tax 990 1,248 -20.7%
i o AL 2 ) Profit Attributable to Shareholders 6,446 6,023 7.0%
A1
AR R (&) At Year End (in HK$ million) 2023 2022 % Change
AR R oA R TE Advances and other accounts 451,006 453,995 -0.7%
W Total Assets 915,960 924,820 -1.0%
oSk Total Deposits 604,043 572,069 5.6%
HE 25 HE 3 Total Equity 149,760 143,562 4.3%
g Financial Ratios 2023 2022
G LR Capital Adequacy Ratio 24.14% 22.39%
U G R Average Liquidity Coverage Ratio 188.79% 181.63%
BAS B U L Cost to Income 28.20% 31.94%
B WAL 2 2 B SR R JBe 3R M A ¥k A
Operating Profit Before Impairment Losses Profit Attributable to Shareholders
[EE 3P T T
HKS$ million HKS million
12,000 ] 9,000 +03%
11,000 +25.4%
10,149 8,000
10,000 221.1%
9,000 0% 8,888 7,000 Hits v6% 50
8,000 f 6,000 601 s 335;?‘
7,000
5,000
6,000
5,000 4,000
4,000 3,000
3,000
2,000
2,000

1,000
0

2023 2022
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04 Vi 5 B OL Five Year Summary
ZAE (H ¥ 0) For the Year (in HK$ million) 2023 2022 2021 2020 2019
F AL A Net Interest Income 10,832 9,735 9,367 9,836 12,155
Tk R U A Net Fee and Commission Income 1,820 1,790 2,130 1,979 2,204
HoAth 5 U A Other Operating Income 1,483 365 706 750 620
L Operating Expenses 3,987 3,797 3,777 3,677 3,708
= -~ p g Exp
WE 1R 2K A Net Impairment Losses on Financial Assets (2,139) (1,306) (1,981) (2,923) (1,831)
o3 i iy 22 | Profit before Tax 7,436 7,271 6,974 6,460 9,980
BiIAE Tax 990 1,248 1,308 935 1,678
JBE SR A 28 ] Profit Attributable to Shareholders 6,446 6,023 5,665 5,525 8,303
WRAEEEH (F #Eir) At Year End (in HK$ million) 2023 2022 2021 2020 2019
A% A R TH Advances and other accounts 451,006 453,995 457,907 464,996 455,864
W E AR Total Assets 915,960 924,820 927,875 931,093 953,564
Ve ek Total Deposits 604,043 572,069 554,850 531,012 546,663
HE 5 4855 Total Equity 149,760 143,562 143,593 137,767 133,855
0B % Financial Ratios 2023 2022 2021 2020 2019
AR ST AL L% Capital Adequacy Ratio 24.14% 22.39% 22.71% 21.11% 20.56%
THRBEGEELR Average Liquidity Coverage Ratio 188.79% 181.63% 197.70% 207.08% 192.16%
B HCE Y E AL R Loans to Total Assets 49.24% 49.09% 49.35% 49.94% 47.81%
«DME& KR Impaired Loan ratio 1.55% 0.83% 1.32% 0.91% 1.04%
FEAF FBE B R Non credit-impaired ECL Coverage Ratio*

VE A T 2 %R 1.16% 1.34% 1.38% 1.04% 1.00%
A B B Cost to Income 28.20% 31.94% 30.95% 29.27% 24.75%
RREh VAR & Return on Average Assets 0.70% 0.65% 0.61% 0.59% 0.90%
-3 3 7 A (] i Return on Average Common Equity 5.42% 5.20% 5.01% 5.11% 8.44%
*GLAE 75 8 fofi * Including “Regulatory Reserve”

¥ A A4 183K 4418
Total Assets Total Deposits
R HEs T
HKS$ million HKS$ million
9% o, +6.7%
1,000,000 9115(;’20 92(313;;0 92072;;% 9%214()§3 953,564 700000 +5.6%
900,000 604,043  +3.1% 5% 1%
800,000 oo e 554 850 5321',90?2 546,663
700,000 500000
600,000 400000
500,000
400,000 300000
300,000 200000
200,000
100000
100,000
0 0
2023 2022 2021 2020 2019 2023 2022 2021 2020 2019
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% P Customer Deposits
1. &R0 E 4 1. ByType 2023 2022
15 4 Current 5.3% 7.0%
% Savings 24.9% 23.2%
JE ] Fixed 69.8% 69.8%
G Total 100.0% 100.0%
2. WREREON A5 2. By Remaining Maturity 2023 2022
ZE i LR IRE B IR R Repayable on Demand 30.2% 30.2%
—fE A Up to one month 25.9% 16.7%
—ZE=MA 1-3 months 26.7% 28.2%
=2 2HA 3-12 months 14.9% 21.8%
— B R 1-5 years 2.3% 3.1%
A AR Over 5 years 0.0% 0.0%
Gt Total 100.0% 100.0%
3. AW 3. By Currency 2023 2022
T HKD 45.6% 45.8%
I USD 34.4% 36.3%
HoAth Others 20.0% 17.9%
&t Total 100.0% 100.0%
Jofb 2% WA Other Operating Income 2023 2022
TN EHR) B LA -FAE(E Net trading income/(loss) and net (loss)/gain on
MR EAIESREEXAMKZ financial assets and liabilities at fair value
T EHR) ik ds through profit or loss 67.0% -31.2%
KA E 2 R A Dividend income from financial investments 5.7% 19.0%
FHA A Management fee income 25.5% 103.5%
LEN AN Rental income 1.1% 4.6%
FoAt Others 0.7% 4.1%
&t Total 100.0% 100.0%
A5k A48 A B I i e PR £ K R
Total Advances and Other Accounts Impaired Loan Ratio
T HHE T 4t
HKS$ million %
450,000
1.32%
400,000
350,000 12 1.04%
300,000 0.91%
0.83%
250,000 0.8
200,000
150,000
100,000 0.4
50,000
0 2023 2022 2021 2020 2019 0.0 s e w1 mn a0t
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1. 47 %8 By Industry Sectors * 2023 2022
TEAF R g. B Loans for Use in Hong Kong
BN Y& Industry, Commercial and Financial
% %%E Property Development 14.2% 13.4%
LEX/8 4y Property Investment 5.9% 5.5%
o3 ﬁﬂﬁ:% Financial Concerns 4.6% 5.3%
M AR 4 Stockbrokers 0.4% 0.4%
O S T2 Wholesale and Retail Trade 1.0% 1.2%
AR Civil Engineering Works 0.5% 0.4%
LSS ) Manufacturing 0.3% 0.7%
R e R T AR Transport and Transport Equipment 4.4% 4.1%
W PR Electricity and Gas 2.9% 3.1%
I ilka g Information Technology 2.2% 2.9%
g - AE1E AR Hotels, Boarding House and Catering 0.3% 0.6%
153 48 7 ) Recreational activities 0.0% 0.0%
HoAte Others 6.5% 7.4%
(PN ) Individuals
MR T E A R Loans for the purchases of flats in Home Ownership
YN %EEE%’ # & ‘ Scheme, Private Sector Participation Scheme and
[HH & L b R 2 B Tenants Purchase Schemes 0.1% 0.1%
it ,E‘:ﬁlﬂf TYHEZ K Loans for the purchase of Other Residential Properties 15.2% 13.5%
5 HRE® Credit Card Advances 0.1% 0.1%
HoAt ) Others 4.7% 4.6%
2 5 ‘ Trade Finance 3.8% 0.8%
) 57 i LLAME T 2 8K Loans for Use outside Hong Kong 32.9% 35.9%
Ak Total 100.0% 100.0%
2. WRERE A5 By Remaining Maturity 2023 2022
JH A B SR IR IR 2 Repayable on Demand 0.4% 1.7%
— LT One Year or Less 38.1% 36.1%
AR S LL R H A Five Years or Less, but Over One Year 38.3% 40.1%
A8 AR Over Five Years 23.2% 22.1%
i INER Gl Undated 0.0% 0.0%
&t Total 100.0% 100.0%
3. wEWE s By Currency 2023 2022
HESTH HKD 56.8% 54.8%
BV UsD 12.8% 15.5%
HoAt Others 30.4% 29.7%
Gl Total 100.0% 100.0%
* AVELAE T SR S SRAT IR 2 Excluding Trade Bills and Advances to Banks
Bl s —F = BAMAE —F =
Loans Composition 2023 Income Composition 2023
AN —fE B oAb F A
Indi\viduals - » [ PN R} 10% Other gperating
Residential Mortgage 15% F 5% Individuals - Others TR 0 4l A Income
B ) T ¥E Net Fee and Commission
4% Trade Finance Income 13 %
Ny £ s LS
A 22 853K

Industrial, Commercial &
Financial 23%

Dt

Loans for Use Outside

33% Hong Kong

Wy R
Hflo iy A
Property Development & RS BA
Other Property Net Interest Income 77%

20% Investment
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Chairman’s Statement

In 2023, economies around the world continued to recover at divergent speeds as a result of high inflation, interest rate hikes
and geopolitical competition. The economy of China rebounded and was transitioning sturdily to high-quality development
while that of Hong Kong quickly regained its growth momentum, but the capital markets remained depressed temporarily.
ICBC (Asia) (“the Bank”) developed a vision of high-quality development that can be summed up in a phrase “grand and
magnificent”, under the guidance of the medium- and long-term development strategies and planning of ICBC Group
and the Bank. It forged ahead with operational innovation and market expansion, and adopted a visionary strategy to cope
with various challenges and risks. The efforts paid off as the Bank realised growth in total assets despite the adverse market
conditions and achieved steady improvement in its operating results. For the year ended 31 December 2023, the Bank’s total
assets remained stable; deposits totalled HK$604 billion, up by 5.6% from those at the beginning of the year. Pre-provision
profit rose by 25.4% to HK$10.15 billion, exceeding the HK$10 billion mark once again while net profit grew by HK$420
million and reached HK$6.45 billion. Non-performing loans totalled HK$7.126 billion while non-performing loan ratio was
1.55% at the end of 2023, taking the Bank to the forefront of the industry. Meanwhile, both the asset structure and business
portfolio were optimised as a result of the Bank’s successful business innovation and transformation.

Strengthening the Bank’s role as facilitator of “dual circulation” economic strategy to contribute to national and Hong
Kong’s development efficiently. As ICBC Group’s overseas flagship, the Bank proactively responded to China’s Belt and
Road Initiative by furthering the cross-region cooperation and integrated marketing across all the business units of the group,
with its asset business covering the entire Asia and the region of Australia and New Zealand. It succeeded in conducting its
first trade risk participation transactions and issuing its first performance bond as part of its business innovation efforts. It
also extended its “China-Africa Direct Connection” service to its Internet channel of “Host-to-Host Service” for the first time.
The Bank capitalized on the full reactivation of the economy after the resumption of normal passenger clearance by promptly
arranging for syndicated loans and debt financing to major projects in the Chinese mainland and Hong Kong through its one-
stop financing services, and realised growth in approved loans and bond investment despite the adverse market conditions,
thus contributing significantly to the stabilisation and recovery of Hong Kong’s economy. It also facilitated the Chinese
mainland and Hong Kong governments’ plan for encouraging Hong Kong residents to live, work and travel in the Greater
Bay Area by giving full play to its advantage of providing a comprehensive range of cross-border banking services. It launched
such new services and products as “Cross Border Business Registry”, “Greater Bay Area Mortgage Loan” and “Cross-border

» o«

Bill Payment Service”, and convenient corporate banking services such as “Easy Fund-raising”, “Easy Financing”, “Easy Asset

» o«

Management”, “Easy Forex” and “Easy Services” as well as retail banking services such as “Greater Bay Area Premier Banking

» o« » o«

Services”, “Greater Bay Area Account Opening Service”,

» «

Greater Bay Area Wealth Management Connect Scheme”, “Greater
Bay Area Mortgage Loan” and “Greater Bay Area Payment Service”, thus enriching its extensive range of on-stop services.

Accelerating innovation in products and businesses, Facilitating Hong Kong’s development as an international financial
centre. The Bank proactively contributed to Hong Kong’s development as the global offshore renminbi (RMB) business hub,
and embarked on two worldwide campaigns titled “Chunrong Action (% fl17H))” and “Chunxu Action (% M17H))” through
which it provided regularised services of trade settlement in RMB and trade finance for the Chinese mainland enterprises
which were “going global”. It also continued to develop its business of providing the services of cross-border payment and
settlement in RMB as both a direct and indirect participating bank in the Cross-border Interbank Payment System (CIPS),
and broke new ground by conducting trading under the “Swap Connect” scheme and enabling cross-border payment through
the Hong Kong Monetary Authority (HKMA)’s Faster Payment System (FPS). All this resulted in significant increases in the
volume of cross-border account settlements conducted through the coordination between the Bank and all other business
units of ICBC Group and in the volume of the Bank’s cross-border RMB business. The Bank provided efficient global
treasury management to help businesses capitalise on low-cost financing in RMB and the acceptance of the currency in cross-
border trade. During the year, the Bank cultivated many more clients as business partners in its role as an arranger of global
cash management, and its asset custody business grew despite the adverse market conditions. With its unswerving support
for green finance, the Bank issued green bonds under the themes of “Belt and Road Initiative” and “Carbon Neutrality”,
thus optimising its product portfolio innovatively with the concept of “renminbi + green finance”. The green loans and
sustainability-linked loans granted by the Bank and investment in its green bonds and sustainability bonds increased
significantly in value.
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Optimising the operational structure, Building diverse, stable profit growth drivers with increased effort. The Bank
reinforced the concepts of “Serving the broadest customer base, Uni marketing, and Deploying the entire staff as a service
team”, and raised the efficiency in the allocation of resources such as products, sales channels and credit when serving retail
customers and small and medium-sized businesses. For instance, it joined hands with Sino United Publishing (Holdings)
Limited in launching the city’s first “finance + culture” themed credit card, the “ICBC SUP Credit Card”. It also introduced a
new service “Cross-border Remittance Service for Payroll”, further improved its mortgage services and the “Greater Bay Area
Account Opening” service, and introduced the loan for account settlement based on big data to facilitate the development of
small and medium-sized enterprises. With an emphasis on sharing data and bridging the gaps in opening hours of its various
services, the Bank enhanced its capability for enabling customers to “access services through all channels from one connection
point” by optimising and integrating its branches, automated teller machines and online banking channels. As a result, the
Bank adjusted and extended the opening hours of its branches according to the characteristics of their locations, and opened
a mobile banking web page “Greater Bay Financial Services”, thus enhancing the customer experience through a combination
of its online and offline channels.

Adhering to the baseline, balancing development and safety in high quality. The Bank presciently stepped up prevention
against credit risk when evaluating risks associated with clients, their industries, the locations of their businesses and the
Bank’s financial products. It also proactively directed credit towards emerging manufacturing industries and emerging
industries of strategic importance. By implementing the concept of “proactive precautions, risk control with smart
technology, and comprehensive management”, the Bank succeeded in reducing both the credit with potential risks and the
proportion of such credit, strengthened its management of the market risk, liquidity risk, operational risk, risks associated
with individual countries and geopolitical risk, adopted the Basel III standards, and improved its environmental, social and
governance system and green finance governance system. In 2023, the Bank launched a campaign titled “A Year of Value
Delivery Through Services” for improving its systems of internal control and regulatory compliance. It strengthened its
unified and multifaceted management system for combatting money laundering, terrorist financing and financial frauds,
while improving both the cyber security and information security management, thus raising the standards of its risk control
and regulatory compliance.

Always putting people first and furthering digital transformation. The Bank firmly pursues the strategy of bolstering
itself with talents and casts its net wide for quality talents from around the world. For instance, it actively participated in the
“New Graduates-New Opportunities Scheme” and the “Greater Bay Area Youth Employment Scheme” launched by the Hong
Kong Special Administrative Region (“HKSAR”) Government. It also fully supported the government policies of attracting
talents such as the “Top Talent Pass Scheme” and “Quality Migrant Admission Scheme”. The moves were part of the Bank’s
ongoing efforts to optimise its staff mix, raise the efficiency of its human resources and provide the youth with opportunities
for employment and starting businesses. As a result, the Bank has established a reputation as a Chinese state-owned company
that is an excellent employer in Hong Kong’s human resources market, and has been commended by the HKSAR government.
It also stepped up the efforts to care about its staff and cultivate talents. During the year, the Bank organised nearly 500
activities and training courses for the employees and improved the retirement benefits, a staff shuttle service and insurance
management. It also promoted warm interaction and a corporate culture marked by harmony at the workplace. The Bank
pressed ahead with its digital transformation by launching new services such as “Mobile Banking 8.0” and “e-Account
Express”, upgrading the “ICBC Smart Invest” application, developing such an online function as a platform for payment
gateway integration and the function of cross-border “Faster Payment System”, and participating in the HKMA’s “e-HKD
Pilot Programme” and cross-border Digital Currency Electronic Payment (or Digital RMB) pilot programme. It also made
its business operations more compact and efficient, enhanced their remote back-up capability, and improved the emergency
preparedness mechanism at its key systems, thus successfully optimising its operating procedure.
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Fulfilling social responsibility and the role of a major Chinese bank. Committed to its mission to serve customers, reward
shareholders, meet employees’ aspirations and give back to society, the Bank provided good service to remote housing estates
through its network of branches under the principle of financial inclusion, with a further increase in its financial inclusion
service outlets as a percentage of the total number of the Bank’s branches. At the critical moment of Hong Kong’s post-
pandemic economic recovery, the Bank promptly extended the opening hours of its branches and explored the possibility of
extending the maturities of the financial products provided for small and medium-sized enterprises as part of its pandemic
relief efforts. It also continued to participate in various cultural and charitable activities in Hong Kong. For example, it became
an exclusive partner of the delegation of Hong Kong, China as a financial institution from 2023 to 2026, supported the Hong
Kong, China athletes to participate in the 19th Asian Games in Hangzhou, one of the sponsors of the compilation of Hong
Kong Chronicles, and a sponsor of the finale performance of the Hong Kong Arts Festival for many years; it also joined the
Caritas Charity Bazaars and the Community Chest’s Walk for Millions as a volunteer, and organised a charitable activity
under the theme of “Dragon Boat Festival Fun Day”, thus benefitting the community.

In 2024, uncertainty will still hang over major central banks’ monetary policies and geopolitical competition; the global
economic recovery will still be labouring ahead under downward pressure; and capital markets will undergo wild fluctuations.
Nevertheless, developed economies are expected to successively begin to cut interest rates, and a new round of replenishment
of inventory will bolster global trade. This is likely to add to emerging economies’ growth momentum and improve capital
markets’ prospects. Furthermore, cross-cyclical and counter-cyclical economic policies are poised to strengthen China’s
economic recovery. The country will remain the engine of the global economic growth. Meanwhile, Hong Kong will continue
to manifest its unique advantage of being closely tied to the Chinese mainland and connected to the rest of the world. The
city will reinforce its overall competitive strength as an international financial centre and press on with the diversification
and transformation of the local economy strategically. From the vantage point of China’s economic modernisation and Hong
Kong’s progress from stability to prosperity, ICBC (Asia) will continue to focus on the needs of the national development,
capitalise on Hong Kong’s advantages and give full play to ICBC Group’s capabilities, abundant resources, extensive network
and distinctive cross-border banking services as it works steadfastly towards the grand and magnificent vision of high-quality
development. It will give support to its clients in their business development through its professional and quality financial
products and services that suit their needs, thus contributing to Hong Kong’s development as an international financial centre
and China’s modernisation.

In the past year, the Bank achieved encouraging operating results by overcoming the complicated and volatile market
conditions as a cohesive group on the back of the management team’s diligence and the entire staff’s fighting spirit and hard
work under the strategic guidance of the Head Office and the Board of Directors of the Bank. I am very grateful to all of them.
On behalf of the Bank, I would also like to express my gratitude to our business partners for their long-term support and all
sections of society for their help.

Dr. Liu Yagan
Chairman

21 March 2024
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Management’s Discussion and Analysis

FINANCIAL REVIEW

The Group recorded profit after tax of HK$6,445.6 million for the year 2023, representing an increase of HK$422.8 million as
compared to the previous year.

Net interest income increased by HK$1,097.1 million, or 11.3%, to HK$10,832.0 million. Net fee and commission income
increased by HK$30.4 million, or 1.7%, to HK$1,819.9 million. The ratio of non-interest income to total operating income was

23.4%.

Total operating expenses were 5.0% higher than the previous year. The cost to income ratio decreased from 31.9% in 2022 to
28.2% in 2023.

Operating profit after impairment losses was HK$8,009.1 million, an increase of HK$1,223.7 million, or 18.0%, as compared
with 2022.

The Group recorded HK$653.8 million of net loss on disposal of financial investments as compared to HK$603.3 million of
net gain from disposal of financial investments in 2022.

STATEMENT OF FINANCIAL POSITION

As at 31 December 2023, ICBC (Asia)’s total assets amounted to HK$916.0 billion, representing a decrease of HK$8.8 billion,
or 1.0%, as compared with the previous year-end position.

As at 31 December 2023, ICBC (Asia)’s loans amounted to HK$451.0 billion, representing a decrease of HK$3.0 billion, or
0.7%, as compared with the previous year-end position.

As at 31 December 2023, total outstanding customers’ deposits amounted to HK$602.1 billion, representing an increase of
HK$33.2 billion, or 5.8% as compared with the previous year-end position.

As at 31 December 2023, total outstanding certificates of deposit issued amounted to HK$1.9 billion, representing a decrease
of HK$1.3 billion, or 40.6% as compared with the previous year-end position.

CAPITAL AND LIQUIDITY MANAGEMENT

The capital adequacy ratio of the Group was 24.14% as at the end of 2023 (the end of 2022: 22.39%). The average liquidity
coverage ratio for the year 2023 amounted to 188.79% (average of 2022: 181.63%).

ASSET QUALITY

As at the end of 2023, credit impaired loans amounted to HK$7,126.2 million while the impaired loan ratio increased by 72
basis points to 1.55% as compared with 2022.

As at 31 December 2023, the cumulative loan impairment allowances aggregated to HK$9,706.8 million (2022: HK$8,154.2
million). This included impairment allowances of HK$4,450.8 million (2022: HK$2,283.2 million) for credit impaired
exposures and HK$5,256.0 million (2022: HK$5,871.0 million) for non credit-impaired exposures.

As at 31 December 2023, total overdue advances increased by HK$2,407.9 million, to HK$5,486.1 million, as compared to the
previous year-end position.
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Management’s Discussion and Analysis

Corporate Banking

In 2023, Hong Kong fully resumed normal passenger clearance with the Chinese mainland and overseas countries, and its
economic development regained growth momentum, ushering in an overall recovery. ICBC (Asia) seized the opportunities
arising from mutual access between the capital markets in the Chinese mainland and Hong Kong by tapping into the market
demand, leveraging the advantages of Industrial and Commercial Bank of China Group (“ICBC Group” or the “Head
Office”) in coordinating its domestic and overseas operations. The Bank implemented the strategy of seeking change with
prudence when expediting the steady development of its local business, expanding its strategically important markets in the
Guangdong-Hong Kong-Macao Greater Bay Area (“Greater Bay Area”) and the Asia-Pacific region, supporting the global
development of enterprises and facilitating the internationalisation of the renminbi (RMB).

Regarding its business in Hong Kong, the Bank contributed to the high-quality development of the real economy by
completing a number of sizeable syndicated loans successfully and serving as a lead underwriter in terms of issuing bonds.
It also continued to enrich its financial product portfolio under the precondition of strict regulatory compliance and risk
control. In addition, the Bank launched an innovative financial product named “Payment and Settlement Loan” based on the
results of big data analysis, granting credit loans within two years to small and medium-sized enterprises (SMEs) with stable
cash flow for settlement for more than one year at the Bank. Clients whose applications for such loans were approved came
from a wide range of industries, including retail and wholesale, engineering, trading and software development. Being devoted
to promoting sustainable economic and social development with green finance, the Bank provided customers with innovative
green financial products such as green loans, sustainability-linked loans, green bonds, green guarantees and green deposits to
help the enterprises with their conversion to low-carbon operation.

As to its business development in the Greater Bay Area, the Bank cooperated with ICBC branches in the Greater Bay Area
in implementing ICBC Group’s regional development strategy after it had exchanges with such branches at multiple joint
meetings and through mutual visits by professional teams. During the year, the Bank achieved positive results in its cross-
border investment and financing business, receiving bank service for initial public offerings (IPO) and bond investment.

The Bank also made great efforts to facilitate the mutual access between the financial markets in the Chinese mainland and
Hong Kong. Based on the premise of fulfilling the requirements by the State-owned Assets Supervision and Administration
Commission of the State Council about making the funds “visible, manageable, ready for allocation and well used”, the Bank
assisted nearly 100 treasury-related enterprises which were “going global” to establish their offshore treasury systems as at the
end of 2023, and enabled them to undertake unified supervision and allocation of financial resources worldwide. The Bank has
played a crucial role as a bridge connecting the financial institutions in the Chinese mainland and Hong Kong by customising
suitable cross-border RMB financing settlement solutions for both local customers and those Chinese customers who were
“going global”, and managed to open personal accounts in the Chinese mainland for numerous employees of Hong Kong-
funded enterprises. With its outstanding advantage in cross-border financial services, the Bank made contributions to the
synergetic economic development of the Greater Bay Area.

For the development of its business in the Asia-Pacific region, the Bank followed up 244 major projects as at the end of 2023.
It also cooperated with 21 overseas institutions of ICBC Group, relevant business departments at the Head Office and a
policy bank in underwriting 42 financing deals, of which HK$83.2 billion worth of loans were underwritten and granted by
ICBC Group. The loans, which were granted in 15 countries and regions around the world, were denominated in multiple
currencies. The companies that took out such loans included the Chinese mainland and Hong Kong enterprises which were
“going global”, companies involved in the Belt and Road Initiative and the cross-border collaboration projects, and well-
known enterprises in Asia-Pacific countries and regions.

In 2024, ICBC (Asia) will continue to seize opportunities for business development locally and in the Greater Bay Area,
further the alignment of itself with the Belt and Road Initiative, the mutual access between the financial markets in the Chinese
mainland and Hong Kong, and continue to serve the needs of enterprises which are “going global”. It will also continue to
improve its ability to serve the real economy. The Bank is committed to strengthening the innovation of the digital product
system for corporate banking, building the “green + finance” and “industry + finance” ecosystems so as to effectively enable
enterprises to convert to low-carbon operation and continuously consolidate their business fundamentals.
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Retail Banking

In 2023, the resumption of normal passenger clearance ushered in a gradual economic recovery in Hong Kong. The
Bank continued to expand its customer base through business diversification and pursued a strategy of transforming its
wealth management business. It also took a series of specific measures to increase revenue and control cost, enhance the
competitiveness of its branches and further develop its financial technology (“fintech”) capability, with the aim of seizing
market opportunities. The efforts paid off as the Bank’s retail banking business achieved a double-digit increase in pre-tax
profit, the number of its new customers doubled and its balance sheet was further optimised.

In its deposit business, interest rate hikes aroused customer interest in time deposits. To capitalise on the market trend, the
Bank actively developed its online time deposit services to targeted customer groups in finer market segments. For instance,
it aptly launched principal-protected structured deposits to enable customers to obtain higher interest returns sooner. As a
result, total deposits at the Bank grew steadily. In its loan business, the Bank kept credit risks at a low level by increasing the
volume of quality secured loans such as mortgages and pledged financial asset loans. The Bank saw its total loans increase
steadily and it consistently ranked among the top five in terms of the share of Hong Kong’s mortgage market.

In its wealth management business, the Bank actively introduced low-risk products in the light of the depressed prices of high-
risk assets amid the adverse impact of the protracted US interest rate hikes and geopolitical conflicts on the capital markets. It
also made the transaction channels more convenient, conducted sales promotions and improved the frontline staff training,
thus effectively enhancing its wealth management service capabilities. To adapt to the market demand, the Bank had launched
new, competitive wealth management plans such as tailor-made insurance products and financing solutions. In addition
to improving its fund analysis platform, the Bank also kept on promoting the products of ESG (Environmental, Social and
Governance) funds, and introduced multiple currency market funds, thus consistently providing quality products and services
for customers.

In the securities brokerage business, the Bank effectively expanded its customer base by broadening the channel for promotion
through the local mainstream media and its network of branches. Meanwhile, it sped up the development of new products
and upgraded the functions of its system to provide customers with quality online securities services and good experiences
with trading. Furthermore, the Bank also actively participated in the “HKD-RMB Dual Counter Model” service launched by
the Hong Kong Stock Exchange (HKEX), thus helping the renminbi (RMB) to gain even wider currency in the Hong Kong
securities market. In its margin trading business, the Bank recorded a year-on-year increase of 134% in margin interest
income on the back of a series of account optimisation measures and increased promotional efforts.

In its cross-border banking business, the Bank capitalised on the resumption of normal passenger clearance by consistently
optimising the online account opening appointment process, which led to a full recovery in the number of new cross-border
customers to the pre-pandemic levels. The Bank became one of Hong Kong’s first eligible banks to participate in the Cross-
boundary Wealth Management Connect Pilot Scheme in 2021 and has since been enhancing its system and enriching its
products. In 2023, it introduced a fixed deposit feature to the “Cross-boundary Wealth Management Connect - Southbound
Scheme” for which numerous applications from the Chinese mainland customers were received. Furthermore, on the back of
an increasing trend for Hong Kong residents to travel to the Chinese mainland and spend there, the number of applications for
“Greater Bay Area Account Opening Service” increased significantly compared with that during the pandemic. This service
enabled Hong Kong residents to open an ICBC account in the Chinese mainland without leaving Hong Kong, and to link up
their bank accounts with electronic wallets in the Chinese mainland to pay for purchases. The Bank has won various awards
for its cross-boundary banking business, including “The Best Bank in the Greater Bay Area” from Hong Kong Ta Kung Wen
Wei Media Group, “Excellent Brand of Cross-Boundary Mortgage Banking Service” from Metro Finance, and “Excellent
Brand of Cross-boundary Wealth Management Connect Services” from Ming Pao.
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In its retail service network, the Bank expedited its digital transformation through fintech by improving the customer
experience of the internet and mobile banking and by making more products available online to adapt to the pandemic-
induced changes in customer behaviour. Furthermore, the Bank relocated the Tsim Sha Tsui branch during the year to better
meet the cross-border customer needs and comprehensively improve the branch’s service environment. At the same time,
the Bank started seven-day trial runs of two branches in April 2023 and they met with positive responses from customers. It
subsequently extended the weekend business hours of five branches in July 2023 in response to the local and cross-border
customer needs for financial services. As of the end of 2023, the Bank provided services through 47 retail outlets and 125
automated teller machines, with a service coverage extended to all districts of Hong Kong.

In 2024, the Bank will continue to make progress amid the stable development of society and economy by expanding both the
scale of business and customer base, furthering the development of its cross-border business related to the connectivity of the
Chinese mainland and Hong Kong, expediting the transformation of its wealth management business, making all its services
available online and adopting the concept of smart finance in order to provide global, integrated, and professional financial
services for its retail customers in Hong Kong, the Chinese mainland and overseas countries.
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Renminbi Business

In 2023, ICBC (Asia) forged ahead with the development of its cross-border RMB business to grasp the opportunities arising
from the internationalisation of RMB and the development of the Greater Bay Area as part of the national development
strategy. The stepped-up efforts, including the enhancement in business promotion, led to significant achievement. The RMB
loans granted by the Bank increased by 78% to RMB84.1 billion while the volume of the cross-border RMB business surged by
68% to RMB5.45 trillion.

To contribute to the implementation of the national development strategy as a financial institution, the Bank provided its
advantageous RMB services to key regions covered by such national development strategies as the development of the Greater
Bay Area, the Belt and Road Initiative and the Regional Comprehensive Economic Partnership (RCEP) by capitalising on the
resultant facilitation of cross-border trade, investment and financing. For instance, the Bank assisted the Ministry of Finance
of the People’s Republic of China in issuing the RMB government bonds in Hong Kong for the fifteenth consecutive year in
2023, when RMB50 billion worth of such bonds were issued in four tranches; it also worked in concert with ICBC Shenzhen
Branch to assist the Shenzhen municipal government in issuing offshore RMB bond for the third consecutive year to the
tune of RMBS5 billion; the Bank cooperated with ICBC (Malaysia), in conducting RMB250 million worth of non-trade risk
participation transactions. The Bank issued a RMB-denominated letter of guarantee at the request of China Mobile Limited
to provide support to the latter’s undertaking of a subway telecommunication engineering project in Columbia. That was
the Bank’s first RMB-denominated letter of guarantee issued for an overseas construction project under the Belt and Road
Initiative.

In the course of the mutual access between the financial markets in the Chinese mainland and Hong Kong, the Bank
participated in “Swap Connect” and played a vital role as a primary cross-border settlement bank, credit-granting bank and
deposit custodian bank in the overseas market. The Bank’s wholly-owned subsidiary ICBC Asset Management (Global)
Company Limited is the first Chinese-funded asset management institution to have been qualified to conduct northbound
trading under “Swap Connect” and it also completed the first batch of RMB interest rate swaps on the day when “Swap
Connect” was launched. Meanwhile, the Bank was scaling up its business related to schemes of “Shanghai-Hong Kong Stock
Connect” and “Shenzhen-Hong Kong Stock Connect”, “Bond Connect and Cross-Boundary Wealth Management Connect
in the Guangdong-Hong Kong-Macao Greater Bay Area”. In 2023, the Bank won the title of the “Northbound Outstanding

Commercial Bank” from Bond Connect Company Limited.

For its efforts in the innovation of the RMB business, the Bank was nominated as one of the participants of the cross-border
e-CNY pilot programme for the Chinese mainland and Hong Kong, and it provided the delegation of Hong Kong, China to the
nineteenth Asian Games in Hangzhou with the cross-border services of topping up their e-CNY wallets and paying with them.
The Bank continued to manifest its advantage of financial technology by providing cross-border trade services with a new
block-chain platform and completing the Bank’s first cross-border, online RMB-denominated asset transfer for trade finance
between Hong Kong and Hainan Free Trade Port, thus marking a milestone in innovation in cross-border RMB settlement
and financing. The Bank completed Hong Kong’s first transaction for the cross-border settlement in RMB for exports to
Argentina and helped several key corporate clients to conduct settlement and financing in RMB as a normal practice, making
substantial contributions to the internationalisation of RMB.
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In green finance, the Bank actively promoted the integration of the RMB business and green finance. It granted ICBC Group’s
first RMB-denominated green loan for trade finance to a production facility construction project in the new energy sector.
That loan was also the first of its kind in Hong Kong. It also granted the Bank’s first RMB-denominated sustainability-linked
loan. The Bank worked as joint-global coordinator and book-runner for the Hong Kong SAR Government in the issuance of
offshore RMB-denominated Green Bonds to the tunes of RMB10 billion and RMB15 billion in the first and second quarters of
2023 respectively. The sizes of the issues broke record in the history of offshore RMB green bonds. The Bank also worked as
joint-global coordinator to assist Swire Properties Limited to issue two sizeable RMB green bonds of different maturity dates
which were the first “green dim sum public bonds” issued by a Hong Kong company.

In terms of the financial infrastructure development, the Bank leveraged its advantage as a direct participating bank in
the Cross-Border Inter-Bank Payments System (CIPS) to provide customers with high-quality services of cross-broader
payment and settlement in RMB and realised consistent growth in the volume of direct settlement through that system. The
Bank introduced ICBC Hong Kong Branch and a Chinese-funded bank as indirect participants of CIPS, thus expanding the
geographical market coverage of the CIPS cross-border payment business and supporting the steady development of the
cross-border payment and clearing service between the Chinese mainland and Hong Kong.

The Bank was widely recognised in 2023 for its contribution to the internationalisation of RMB. It was designated again for
the fifth time by the Hong Kong Monetary Authority (HKMA) as one of the RMB liquidity facility and primary liquidity
providers in the offshore RMB market in Hong Kong. The Bank was awarded the title of “Top Chinese Bank Participant on
EBS CNH Spot Trading” by CME Group for the second time. The Bank’s cross-border RMB services solutions was awarded
“The Outstanding Cross Border Financial Services Award” by the Chinese Financial Association of Hong Kong.

In 2024, ICBC (Asia) will continue to play a vital role as one of the domestic systematically important banks and as one of the
local RMB liquidity facility and primary liquidity providers to promote the development of the RMB business. By serving the
local market with professionalism and efficiency, it will reinforce Hong Kong’s status as an offshore RMB business hub, and
contribute to both the internationalisation of RMB and the economic development of the Chinese mainland and Hong Kong.
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Institutional Business

In 2023, Hong Kong’s economy recovered but still faced the challenge of a volatile external environment. The Bank forged
ahead with its business development by adapting its business strategy to the market conditions opportunely, optimising its
business mix, innovating and enhancing its products and services to ensure the stable operation of its institutional business.
The efforts yielded multiple business innovation results.

During the year, the Bank continued to win business from new institutional clients. It increased the client numbers and
optimised the customer base by adopting big data analytics and conducting multilevel marketing. The Bank participated
in a variety of projects for business development, including bilateral financing, syndicated loans and bond issues of the
institutional clients, thereby enhancing the competitive advantage and consolidating the leading market position of the Bank’s
investment and financing business. The Bank also seized the tremendous opportunities brought by the Chinese mainland’s
key national development strategies by strengthening its collaboration with clients in trade finance, global market business,
clearing services and letter of guarantee business. Meanwhile, the Bank continued to give full play to the advantages of its roles
as a direct participant in the CIPS and as a participant in “Swap Connect” and “Bond Connect” by expanding its business with
overseas financial institutions as its clients. This helped promote the development of the Bank’s RMB business in Hong Kong
and the mutual access between the domestic and overseas markets.

The Bank always attaches great importance to service commitment and pushed forward with the product diversification at its
institutional business in order to match customers’ various needs in business. Specifically, it launched a wide variety of quality,
innovative products and services, including second-hand syndicated loans, standby letters of credit for reinsurance business,
ESG-linked loans and green deposits, etc. Moreover, the Bank improved the functions of its institutional business and
manifested its own advantage as ICBC Group’s flagship in the overseas business and as a centre for the coordination between
the Bank and ICBC Group’s other overseas business units, thus effectively enhancing the communication and cooperation
among all such business units.

In 2024, the Bank will continue to keep abreast of the changes in economy and the financial market so that it can adapt
itself flexibly to customer needs. It will also continue to expand the customer base of its institutional business and actively
strengthen its coordination with institutional clients in response to challenges posed by the external environment, including
the divergent developments of world’s major economies and the instability of the global market. The Bank will also further
strengthen the mechanism for the coordination between itself and all the domestic and overseas institutions within ICBC
Group, step up the coordination between its corporate banking and retail banking businesses, enhance the complementarity of
their respective strengths, and focus on the development of the Greater Bay Area so as to seize the new opportunity presented
by the growing mutual access between the Chinese mainland and Hong Kong and the development for the internationalisation
of RMB. It will also seek to deepen the synergy between itself and the institutions of ICBC Group and remain dedicated to the
cooperation with its clients for mutual benefit in the course of business development.
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Global Market Business

In 2023, geopolitical tensions, inflation and the restructuring of the supply chain continued to cast uncertainty over global
financial markets. Developed economies accelerated their interest rate hikes, extending the trend from 2022. Although the
interest rate hike cycle is nearing the end in the fourth quarter of 2023, the market generally expects interest rates to stay high
for longer. The Bank drew on its extensive experience to tackle such challenges faced by the global market business. It took
countermeasures to minimise the impact of the US interest rate hikes, aimed to increase the yield of its investment portfolio,
enhanced its service capability in the business related to the mutual access of the financial markets of the Chinese mainland
and Hong Kong, and explored opportunities in its ESG-related business by closing the first reverse repo transaction with green
bond as collateral. All this laid the foundation for future development. The Bank recorded profit growth in both its agency
trading and market-making businesses while managing risk prudently.

Throughout the year, developed economies posted robust growth on the back of aggressive fiscal stimulus and amid a long-
term economic paradigm shift. Inflation eased generally but at slower rates than expected in some economies. Interest rates of
the US dollar, Australian dollar, British pound and euro fluctuated upward in the first three quarters, but the trend reversed
in the fourth quarter in the light of a shift in monetary policy and economic data. The Bank promptly adjusted its bond
portfolio strategy to contain the effect of market fluctuation and credit risks in this monetary tightening cycle by exploring the
opportunities for investing in the US dollar, HK dollar and RMB bond markets against the backdrop of stepped-up monetary
tightening and rising financing costs. In order to maintain the high credit quality of its bond portfolio, the Bank adopted
a prudent approach for bond selection. In addition, the Bank continued to invest in green bonds in order to support the
development of green and ESG finance.

The Bank’s agency trading recorded double-digit growth in both income and turnover, with corporate customers as the major
revenue source and the retail and institutional banking businesses as significant growth drivers. Revenues from the bond and
structured deposit businesses increased as a percentage of the total revenues of the agency trading business on the back of sales
channel expansion and the further development of “Bond Connect” as part of the deepening mutual access of the financial
markets of the Chinese mainland and Hong Kong.

The Bank’s market-making business continued to perform strongly in 2023 by improving its quotation capacity consistently,
with profit hitting a record high for the second consecutive year. It recorded a 6% increase in trading volume on the foreign
exchange and interest rate derivatives markets. The Bank also ranked first among all Chinese banks in term of the volume
of offshore RMB market-making business on the United Kingdom’s forex platform EBS Direct in 2023, thus strengthening
its market position as one of the major market makers in the offshore RMB and HK dollar markets. Moreover, the Bank
continuously expanded the market coverage of its market-making business with emphasis placed on digital trading platforms.
The effort resulted in steady growth in both client numbers and trading volume.

In 2023, the Bank won four awards, including the “Top HKD (SPOT) Entity” Award, the “Top 5 Trading Volume (SPOT)
Entity” Award, the “Top 5 Trading Volume (SWAP) Entity” Award and the “Top HKD (SPOT) Trader” Award from London
Stock Exchange Group, and the title of “Top Interbank Foreign Exchange Market Member on Foreign Currency Pair 2022”
from China Foreign Exchange Trade System (CFETS). The Bank also received the title of “FIC Key Business Partner” from
HKEX for the sixth consecutive year in recognition of the Bank’s outstanding contribution to the field of the RMB fixed

income and foreign exchange.

Looking ahead, the Bank will continue with its prudent risk control in the light of a possible global economic downturn that
can be triggered by high interest rates. It will also conduct in-depth analysis and make timely adjustments to its business
strategy, and explore opportunities arising from the growing connectivity between the financial markets of the Chinese
mainland and Hong Kong as well as those from the development of green finance. Meanwhile, the Bank will continue to
enhance its core competitive strengths and explore the possibilities of new businesses as it strives for steady growth in its
global market business.

38



TR T AR o B 7 AT () AR A
Annual Report 2023 Industrial and Commercial Bank of China (Asia) Limited

Asset Management

ICBC Asset Management (Global) Company Limited (ICBC AMG), a wholly owned subsidiary of ICBC (Asia), achieved
steady progress, which is also the positioning for its overall business, with prudent investment management approach and
rigorous risk control despite the volatile stock and bond markets in 2023.

For fixed income investments, ICBC AMG’s various products outperformed market benchmarks on the back of market
recovery. For equity investments, ICBC AMG continued to optimise its strategy by further differentiating its public funds
to cater for investors with different styles and risk appetites and by actively exploring investment opportunities in Asia-
Pacific stock markets. It also adopted an investment strategy of diversification for its discretionary China A-share investment
portfolios to enhance the portfolios’ returns and outperform the reference benchmark, FTSE China 50 Index.

In its corporate and institutional business, ICBC AMG provided various funds for investment in equities, bonds and cash
management as well as customised services for its discretionary accounts, based on different investment risk preferences.
Leveraging the resources within ICBC Group, ICBC AMG also provided comprehensive services covering investment,
financing and risk management by identifying customer needs in different market conditions. Meanwhile, as the mechanism
for mutual access between the financial markets in the Chinese mainland and Hong Kong developed further, ICBC AMG
continued to enhance its cross-border business by leveraging on the market liquidity, expanding the investment channels, and
facilitating offshore clients to invest in the domestic RMB bond market.

In its retail business, ICBC AMG continued to step up its collaboration with diverse distribution channels such as the
institutions within ICBC Group, well-known internet distribution platforms and Chinese stock brokerages. It also proactively
promoted digital transformation and innovation of fund distribution and marketing to build the brands of its public funds and
increase its market influence. ICBC AMG adhered to the concept of “making investment research as core operation and being
marketing-oriented” by personalising the retail marketing with the help of its investment research capability and working
closely with retail banking to enhance the quality of the front-line staff members, so that retail marketing could be done
effectively.

ICBC (Asia) Investment Equity Management (Shenzhen) Company Limited, ICBC AMG’s wholly owned subsidiary in
Shenzhen, continued to leverage its advantage and ICBC Group’s internal resources and network to innovate its cross-border
private equity investment business and support the development of the Greater Bay Area.

In 2024, ICBC AMG will continue to strengthen its risk management and leverage its investment research capability in order
to deepen the collaboration within ICBC Group, capitalise on the growing mutual access between the financial markets in
the Chinese mainland and Hong Kong, improve its investment management capability, further enrich its product lines and
expand the customer base, and provide customers with more professional and comprehensive asset management services.
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Global Capital Financing

In 2023, ICBC (Asia) aligned itself with the “Carbon Neutrality” strategy of the country and the Hong Kong SAR government,
and succeeded in growing consistently its businesses of bond underwriting, syndicated loans and loan asset trading despite
the complicated, volatile external environment and fluctuating interest rates and foreign exchange rates. It played a significant
role in the Asia-Pacific capital market and cross-border financing between the Chinese mainland and Hong Kong.

In the bond underwriting business, the Bank focused on customer base expansion and product enhancement. During the
year, it underwrote a total of 94 domestic and foreign currency-denominated bonds, medium-term notes, and certificates
of deposit, with a total value more than doubling that underwritten in 2022. The Bank also opportunely capitalised on the
government policies in China and other regions by successfully completing a number of influential and large, onshore and
offshore bond issuance projects, including those of offshore RMB-denominated green bonds in the global bond market, Asian
social bonds, supranational green bonds in emerging markets, perpetual bonds and subordinated bonds issued by Chinese
enterprises, RMB-denominated green bonds issued by Hong Kong-based enterprises and a series of large bond issues by
leading enterprises and institutions, to the tune of a total value equivalent to over HK$420 billion.

By the end of 2023, the Bank arranged HK$42.1 billion worth of syndicated loans, thus consolidating ICBC Group’s status as
a lead arranger in the Hong Kong market. The Bank not only organised multiple syndicated loans and club loans for state-
owned enterprises and private enterprises in such key sectors as the internet, energy, infrastructure, manufacturing and
real estate as well as financial institutions, but also successfully arranged a number of syndicated loans within ICBC Group,
demonstrating the financial sector’s support to the high-quality development of the real economy.

The Bank also proactively engaged in structured finance and financial advisory services for cross-border mergers and
acquisitions, privatisation, project financing, and equity investment and financing involved in state-owned enterprises’
mixed-ownership reforms, conglomerates, public utilities and the manufacturing industry. The Bank also actively traded in
loan assets on the secondary market to increase the efficiency and volume of the loan asset transaction and liquidity. It also
expanded its loan asset trading business into Asia Pacific and the Middle East.

The Bank also won the industry’s recognition for its green and ESG financing business. It was honored with a total of 16
awards from the “The Asset Triple A Country Awards for Sustainable Finance 2022” hosted by a well-known Asian financial
magazine The Asset, the “Achievement Awards 2023” organised by a renowned regional financial magazine FinanceAsia, and
the “Hong Kong Green and Sustainable Finance Awards 2023” hosted by the Hong Kong Quality Assurance Agency.

In 2024, the Bank will continue to cope with challenges posed by geopolitical tensions with prudence. It will remain dedicated

to providing customers with comprehensive capital financing solutions, give full play to the strengths of its cross-border
financial services in liaison with ICBC Group, and continue to increase its influence in the Asia-Pacific capital market.
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Development of Financial Technology and Internet Finance

In 2023, ICBC (Asia) kept pace with the digitalisation trends of financial services and leveraged fintech as it aspires to become
a first-rate innovative digital bank that operates efficiently and provides good customer experience. Being user need-oriented,
the Bank accelerated product and service innovation, raised online operation efficiency, and fortified its information security
mechanism to promote digital transformation and facilitate the steady development of its retail and corporate banking businesses.

ICBC (Asia) has always prioritised cyber security in business operation. It strictly manages technology risks and ensures
information security during the rapid digitalisation of its businesses with its robust and reliable systems for operation and
maintenance. Notably, the Bank kept on enhancing its DevSecOps capability system and implemented a comprehensive system for
monitoring technology applications based on performance indicators. These efforts resulted in steady improvements in both the
management standards and stability of the business operation. Furthermore, the Bank stepped up its mechanism for information
security by running a well-developed, stable, automated, intelligentised and multilevel cyber security protection system, which
effectively defended against various internal and external cyber attacks and thus ensured the information security of both the Bank
and its customers.

Committed to the transformation of its information technology (IT) architecture, the Bank embraced the principles of
Productisation, Platformisation, Modularisation, and Servitisation in research and development (R&D). It integrated diverse
R&D models, including light code development, agile iteration and prototyping to improve R&D quality and efficiency. The Bank
established multiple fintech application technology platforms and launched innovative products in a timely manner. For instance,
the Bank introduced an Al-enabled anti-money laundering system and applied the AIGC (Artificial Intelligence Generative
Content) to the scenario of its business operation. It also replaced manual operation with Robotic Process Automation to handle
over one million banking transactions. During the year, the Bank initiated preparations for a new official website with an added
feature of tagging and identifying online customers to drive its promotional campaigns for its business and products with big data
analytics. The purposes are to effectively attract new customers and maintain the customer loyalty. As to its internal operation, the
Bank kicked off the mobile account opening project, and unceasingly improved its operation and management platforms, such as
the Fixed Assets Lifecycle Management System, Graphical Workflow Management Platform, Management Monitoring Platform,
and Sales and Marketing System (SMP). These platforms thoroughly meet the Bank’s needs in its digital transformation.

To meet customers’ needs at its retail wealth management services, the Bank launched the Mobile Banking 8.0 version to establish
a new, open platform that allowed customers to preview information about select products. Customers can access relevant
information from the Bank’s branches through the embedded GPS feature and can preview the distinctive cross-border services
such as “GBA Premier Banking Services”, “Cross-boundary Wealth Management Connection Scheme” and “ICBC Express” by
visiting the “Greater Bay Area Services” page without the need of logging into the mobile banking services. They can also enjoy the
newly launched Mobile Banking “e-Account Express” service to manage cross-border accounts at their fingertips. The Bank also
launched a series of new Mobile Banking services such as opening accounts for Currency-Linked Contract and structured deposits
and account re-activation. It also enhanced online fund transfer, online account opening and the HKMA’s FPS services, and

upgraded “ICBC Smart Invest” application, thereby consistently improving customers’ experience with the Bank’s online services.

At its corporate banking services, the Bank kept developing Commercial Internet Banking services. It launched the “Commercial
Internet Banking Foreign Exchange Quotation and Transfer” service and enhanced the features of the set-up for logging into the
Commercial Internet Banking, thus adding impetus to the digitalisation of its corporate banking services.

In 2024, the Bank will continue to pursue digital transformation as its core strategy for development, expediting business

innovation with fintech and making more financial products and services available online. By making use of the results of fintech
development, the Bank will be able to provide a comprehensive range of high-end, innovative financial services for customers.
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Cash Management and Transaction Banking Business

In recent years, the development of the Greater Bay Area and the Belt and Road Initiative have presented ample room for
growth. ICBC (Asia) has seized the opportunities by optimising the functions of its products, thus maintaining steady growth
in the customer base of its global cash management and transaction banking business. The Bank’s regional influence was
growing in tandem with the expansion of the cash management market. The Bank has a well-established and comprehensive
product system in its payments and cash management business, which consists of four major product lines, including account
management and information services, receivables and payment solutions, liquidity management, and interest optimisation
products for short-term investment. These services are instrumental in attracting customers and consolidating and expanding
the Bank’s deposit business. By the end of 2023, ICBC (Asia) has provided cash management services to over 5,400 local and
cross-border corporate customers.

In response to customers’ needs and the ever-changing market environment, the Bank continues to innovate and enhance
payments and cash management products to improve its competitiveness and service quality. During the year, the Bank
provided flexible, safe, efficient, and convenient financial solutions for large enterprises through its overseas “Host-to-Host
Service”. Meanwhile, it introduced the “China-Africa Direct Connection” service to enable its corporate customers to access
the account information, balances, transaction details and other information of their branches at Standard Bank by simply
logging in to the Commercial Internet Banking or the Internet channel of “Host-to-Host Service” of ICBC (Asia). The service
allows the customers to efficiently manage cross-border funds and showcases the financial sector’s support to enterprises’
participation in the Belt and Road Initiative. The Bank also launched the “Cross-border Payroll Service” to enable Chinese
enterprises that “go global” to automate batch payment of salaries to its Hong Kong-based employees through their personal
RMB accounts in the Chinese mainland, thus effectively helping customers improve the efficiency of their financial operations
and allowing their employees to enjoy the convenience of cross-border remittances.

The Bank officially established the Global Transaction Banking Department in early 2023, integrating resources to provide
corporate clients with more comprehensive and professional one-stop local and cross-border financial services and further
improving the service process, efficiency and customer experience. The move enriches the business mix and global presence
of the transaction banking business and accelerates its development. The Bank’s transaction banking products and services
include seven categories of corporate banking products, namely cash management, trade finance, payment and clearing,
financial market, internet banking, asset custody and asset management services. All these products, coupled with various
online trading platforms such as Commercial Internet Banking, Commercial Mobile Banking, Host-to-Host service, SWIFT
and block-chain platform, have refined the Bank’s product and service systems in transaction banking.

The Bank maintained close cooperation with ICBC Group and IPO sponsors, and continued to rank among IPO issuers’
top receiving banks during the year. It also became one of the major receiving banks of IPO issuers in the market and one
of the first commercial banks to provide receiving bank services on FINI (Fast Interface for New Issuance), which is a newly
launched digital platform for IPO settlement on HKEX. To match the need of various types of listed companies to distribute
dividends, the Bank enables them to pay dividends in HK dollars, RMB or US dollars.

In 2023, ICBC (Asia) has been recognised by the industry for its cash management and transaction banking business and
yielding good results. The Bank won the titles of the “Best Transaction Bank” and the “Best Cash Management Bank” from
Treasury China, a renowned financial magazine in the Chinese mainland, for two consecutive years.

In 2024, the Bank will invest more resources to enhance the product system in its transaction banking and settlement business
and to provide customers with high-quality, efficient, one-stop and comprehensive transaction banking services, thus helping
them develop local and cross-border markets, improving customer experience in all aspects, and expediting the steady
development of the transaction banking business.
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Private Banking

In 2023, Hong Kong began heading down the path to a full recovery, but inflation and the geopolitical environment continued
to cast uncertainty on the global economy. ICBC (Asia) Private Bank has been managing operational risks with prudence and
maintaining customer relationships with dedication. It is committed to providing quality products, actively expanding its
customer base, building up its presence in the local market, cooperating with various institutions of ICBC Group, and engaging
in in-depth customer management. Such efforts resulted in steady growth in the private banking business during the year.

Leveraging the strong cross-border service network of ICBC Group, the Bank joined hands with the Head Office and the Chinese
mainland-based branches of ICBC Private Bank in formulating a specific plan for their cross-border cooperation aimed at
increasing the brand awareness of ICBC (Asia) Private Bank. Meanwhile, the Bank, the Head Office and the branches around
the world worked in synergy to study the composite value of their entrepreneur clients as a group based on the key issues that
such clients cared about, and then jointly launched the “Corporate + Personal” integrated service solution. Such service solution
allows the Bank to capitalise on Hong Kong’s status as a major global wealth management centre by matching its clients with
international investment opportunities for asset appreciation.

In terms of expanding customer base, the Bank is keenly aware of customer needs and, through its team of professional private
banking and investment consultants, provides comprehensive wealth management services to private banking customers. It
promoted such services by introducing differentiated preferential fees and promotional offers to new customers, with the aim
of helping customers explore opportunities for wealth appreciation in a relatively subdued financial market. At the same time,
the Bank gave full play to its strength in “integrating investment and financing businesses” by vigorously promoting wealth
management solutions for diversified asset allocation such as premium financing, structured products and cash products. The
effort resulted in a steady increase in the number of customers. In 2023, the total number of its private banking contracted clients
grew by 6% year-on-year, out of which the number of clients whose assets met the private banking criteria increased by 9%
compared with that in the beginning of the year.

In its financial services, the Bank continued to enrich its private banking product portfolio, tightly control product risks, and
actively expand the channel for supplying investment products through third-party institutions to meet the clients’ need for
diversified asset allocation. Meanwhile, the Bank continued to enhance the thoroughness and agility of its financial services to
meet entrepreneur clients’ requirements by exploring their needs in wealth inheritance and family business, thereby creating
comprehensive wealth management solutions, improving the customer experience consistently, and assisting the clients in the
entire process of wealth accumulation, management, appreciation and inheritance. Such efforts also drive the growth in revenue
at its intermediary business.

During the year, the Bank remained dedicated to providing exclusive privileges and experiences to its customers by inviting
private banking customers to support and participate in local arts and cultural events. For example, the Bank joined hands with
Sino United Publishing (Holdings) Limited in organising exclusive arts and cultural salon activities for customers, and made
use of ICBC Group’s “Entrepreneur Cheer-up Station”, a distinctive platform for entrepreneurs to share resources and exchange
ideas and information so as to add value to its private banking services from various perspectives. Meanwhile, the Bank welcomed
new customers with promotional offers such as personalised gifts and healthcare services as privileges to maintain customer
relationships, thereby manifesting the value of the status as the customer of the Bank’s private banking and conveying the warmth
of ICBC Group as a brand.

In 2024, the Bank will continue to strive for excellence by further strengthening the three key areas of its services, namely wealth
management, inheritance of family legacy and services to family business. It will capitalise on the strengths of the ICBC Group to
meet the wealth management needs of high-net-worth clients, and provide integrated and innovative solutions in response to the
Hong Kong Special Administrative Region (“‘HKSAR”) Government’s blueprint for wealth management industry, with a view to
enhancing the integrated financial services and exclusive value-added services in its private banking business.

43



o B AT () AR A SR AR
Industrial and Commercial Bank of China (Asia) Limited Annual Report 2023

Consumer Finance Business

In 2023, Hong Kong’s economy recovered gradually. In response to the changing market conditions and increasing
digitalisation in finance, the Bank launched a number of new products and services in consumer finance business during the
year. Driven by the growing trends of digitalisation, online operation and intelligentisation, the Bank kept on exploring new
opportunities for business development, with the aim of providing safe and convenient consumer financial services for local
and cross-border customers. The volume of spending with the Bank’s credit card grew by 13% while the transaction values at
its merchant acquiring business and online merchant acquiring business increased by 57% and 157% respectively, compared
with those in 2022.

In its efforts to innovate products and services, the Bank joined hands with Sino United Publishing (Holdings) Limited, the
largest publishing group in Hong Kong, in launching the city’s first “Finance + Culture” themed credit card, the “ICBC SUP
Credit Card”, marking a concerted effort of a financial company and a cultural institution to conduct diverse activities that
added new impetus to the reinforcement of Hong Kong’s status as an exchange centre for Chinese and foreign cultures and
arts. Meanwhile, the Bank kept up with a growing trend towards online operation by launching a number of innovative online
payment products or functions such as a digital corporate credit card, the improved online payment function of its debit
card, and enhanced credit card authentication to ensure online payment security, thus allowing customers to enjoy the safety
and convenience of mobile payment. In addition, the Bank continued to improve the approval process for personal loans,
conducted a new type of precision marketing at its financing business with big data, and made good use of the online functions
of the credit card loan and personal loan services, including instalment payment through mobile banking, and automatic bill
payment arranged through a renminbi credit card account. All this provides a convenient financing channel to customers.
During the year, the Bank also optimised the credit card application process by improving the self-service channels for online
application, and encouraged customers to opt for electronic credit card statements in order to promote green and sustainable
finance.

In the merchant acquiring business, the Bank kept on tapping the potential of its client base and made breakthroughs in
its business development with the service industries such as schools, hospitals and property management where there
were large cash flows, frequent transactions and rigid demand in daily life. For instance, it enabled payment of tuition fees,
property management fees and medical fees with a credit card. The Bank also actively participated in the policy projects of
the HKSAR Government following its cooperation with the Hong Kong Leisure and Cultural Services Department on the
“Urban Ticketing System” in 2022. The Bank and the Hong Kong Transport Department jointly launched “HKeToll” (Free
Flow Tolling System) in 2023 and thus became an exclusive acquiring bank for that system. It also cooperated with a number
of cross-border e-commerce platforms in expediting the innovation and digital transformation of its merchant acquiring
business.

In risk management, the Bank actively developed a new generation of monitoring platform for merchant acquiring to fulfil
the various functions of rigorous screening and data management. Specifically, it upgraded the system for monitoring online
merchant acquiring and stepped up preventive measures to effectively ensure the security of its service. In addition, the
Bank launched an operational risk management system for its credit card business to strictly control and manage customer
information and thus provide quality and reliable services.

In 2024, Hong Kong and the Chinese mainland will develop even closer economic ties. The Bank will continue to capitalise on
the development of the Greater Bay Area by focusing its efforts on the development of the three core businesses of consumer
finance, namely credit card issuing, merchant acquiring and financing. It will also continue to further develop green finance to
facilitate the conversion of society and economy to low-carbon practices. The Bank will remain committed to accelerating the
development of the market of merchants and unlocking the value of them through its collaboration with the branches of ICBC
Group in the Greater Bay Area. It will also drive its marketing campaigns with big data to enhance the competitiveness of its
financing products, thus providing customers with efficient, convenient and safe consumer financial services.
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Chinese Mercantile Bank

In 2023, Chinese Mercantile Bank (CMB), a wholly-owned subsidiary of ICBC (Asia), fully aligned itself with the spirit of the
Central Financial Work Conference and the strategic planning of ICBC Group. It strived for steady progress, continued to
optimise its organisational structure and enhanced its capability as part of the high-quality supply side of the financial market.
CMB achieved steady performance in 2023, recording pre-provision profit of HK$944 million and net profit of HK$469
million.

In terms of assets, CMB granted more general loans and actively scaled down the low-yield bill business, thus optimising
its asset structure continuously. In terms of liabilities, CMB made efforts to increase the total amount of customer deposits,
reasonably adjusted the maturity structure of its interbank liabilities, continued to reduce the cost of liabilities, and enhanced
its ability to raise debt by successfully issuing RMB2 billion worth of financial bonds during the year. CMB’s liquidity
remained stable, and all its liquidity indicators met the regulatory requirements.

CMB supported the development of the real economy through four measures. Firstly, it increased the provision of credit
in the Greater Bay Area. In 2023, CMB extended HK$23.6 billion worth of new loans to businesses in the Greater Bay
Area, accounting for nearly 60% of the total new loans during the year. Secondly, it vigorously developed the business of
arranging guarantees for engineering projects, serving about 80,000 micro-, small and medium-sized enterprises as its new
customers, and enabling them to save about HK$33.9 billion in the costs of various types of performance bonds. Thirdly, it
supported technological innovation with financial services. For instance, it formulated work plans specially for innovation
and technology enterprises, provided a diverse credit product system to match such enterprises’ needs at various stages of
their development. It would also launch the “Easy Loan to Factory” service in 2024 to provide high-quality innovation and
technology enterprises in industrial parks with loans for the purchase or construction of industrial or commercial properties.
Fourthly, it practiced the concept of green finance by publishing the Chinese Mercantile Bank Environmental Information
Disclosure Report 2022 for the first time on the Shenzhen Green Finance Public Service Platform and CMB’s official website. It
also helped direct credit to the green, real economy, and continuously improved the standard of management of green finance.

CMB has been adhering to the baseline for prudent operation in three aspects. Firstly, it focuses on credit risk prevention,
steps up scrutiny, actively resolves the problem of potentially risky loans, and collects or disposes of existing non-performing
loans through multiple channels. Secondly, it proactively conducts the asset and liability management regarding their
maturity profiles and strictly controls the level of liquidity as reflected in various indicators. Thirdly, CMB comprehensively
strengthens internal control and regulatory compliance. It continues to strengthen the prevention of incidents and manages
the behaviour of employees, implements the “ICBC Brains” anti-money laundering system, and steps up its comprehensive
management of customer data to fight against money laundering.

CMB has been enhancing its brand image and social credibility. In 2023, it was given the highest credit rating of “AAA” by
China Chengxin International Credit Rating Co. Ltd. “CMB e-Guarantee” won the “Annual Outstanding Case of Service
Innovation Service in China’s Banking Industry” from China Banking and Insurance News. CMB’s Electronic Guarantee
Business System won the “Excellence Award of Financial Innovation Award in Shenzhen” from the Shenzhen Municipal
Financial Regulatory Bureau. CMB also won the “Advanced Award for Promoting Cross-border Renminbi Facilitation” from
Shenzhen’s Self-Regulatory Mechanism for Foreign Exchange and Cross-border Renminbi Business Development, and the
“Annual Brand Influence Award” from Shenzhen Special Zone Daily, etc.

In 2024, CMB will remain dedicated to serving the real economy, adhere to the baseline of risk control and regulatory
compliance, continue to optimise its organisational structure, actively pursue business transformation and innovation, strive
for steady development at its various businesses, and aspire to become a distinctive, influential bank in the Greater Bay Area
that also works in sync with ICBC Group.
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Biographical Details of Directors & Senior Management

As at 21 March 2024

Dr. Liu Yagan (Chairman and Executive Director)

Dr. Liu, aged 50, was appointed as the Chairman and Executive Director of the Bank in May 2023. He is the Chairman of
Strategy and Corporate Governance Committee of the Bank. He holds a Doctorate Degree in Accounting from Chinese
Academy of Fiscal Sciences and a Master Degree in Accounting from Beijing Technology and Business University and
Certified Public Accountant. Dr. Liu is very experienced in banking business and served in several positions including
the Head of Finance and Accounting Department of Industrial and Commercial Bank of China Limited, the President of
Industrial and Commercial Bank of China, Chongqing Branch, the Chief Representative of Industrial and Commercial
Bank of China Limited, African Representative Office and the director of Standard Bank of South Africa. He is currently a
committee member of HKTDC Financial Services Advisory Committee and the director of Chinese Banking Association of
Hong Kong Company Limited and The Hong Kong Chinese Enterprises Association.

Mr. Wu Long (Vice Chairman, Executive Director ¢ Chief Executive Officer)

Mr. Wu, aged 52, was appointed as the Executive Director and Chief Executive Officer of the Bank in August 2018 and
was appointed as the Vice Chairman of the Bank in January 2019. He is a Member of Strategy and Corporate Governance
Committee and Risk Management Committee of Board of Directors of the Bank. Mr. Wu holds a Bachelor’s Degree in
National Economic Management from Henan University of Finance and Economics (Now known as “Henan University of
Economics and Law”), a Master’s Degree in Business Administration from Sun Yat-sen University and an Executive Master’s
Degree in Business Administration from China Europe International Business School. Mr. Wu is very experienced in banking
business and served in several positions including Vice Chairman, Executive Director and General Manager of Industrial and
Commercial Bank of China (Macau) Limited, Vice President of Industrial and Commercial Bank of China Limited, Anhui
Provincial Branch and President of Industrial and Commercial Bank of China Limited, Guangdong Jiangmen Branch.

Professor Wong Yue Chim, Richard, s.B.s.,J.p. (Vice Chairman, Independent Non-executive Director)

Professor Wong, aged 71, was appointed as an Independent Non-executive Director of the Bank in July 2000 and was
appointed as the Vice Chairman of the Bank in January 2019. He is a Member of Strategy and Corporate Governance
Committee, Audit Committee and Nomination Committee of the Bank. Professor Wong holds a PhD in Economics from
the University of Chicago. He is Professor of Economics at The University of Hong Kong. He has been active in advancing
economic research on policy issues in Hong Kong and the People’s Republic of China through his work as founding Director
of both the Hong Kong Centre for Economic Research and Hong Kong Institute of Economics and Business Strategy.
Professor Wong was awarded the Silver Bauhinia Star in 1999 by the Government of the HKSAR for his contributions in
education, housing, industry and technology development. Professor Wong is currently an Independent Non-executive
Director of Great Eagle Holdings Limited, Pacific Century Premium Developments Limited and Sun Hung Kai Properties
Limited, all of them are listed on the Hong Kong Stock Exchange.

Mr. Gu Xuan (Executive Director, Deputy Chief Executive & Alternate Chief Executive)

Mr. Gu, aged 50, joined the Bank in March 2018 as the Deputy Chief Executive. He was appointed as the Alternate Chief
Executive of the Bank in July 2022 and was appointed as Executive Director in June 2023. Mr. Gu is a Member of Risk
Management Committee of Board of Directors of the Bank. Mr. Gu is currently responsible for the Bank’s retail banking
business, wealth management business, channel management, private banking business, consumer finance business, credit
card business, internet finance business and securities brokerage business. He is very experienced in banking management.
Mr. Gu holds a Bachelor’s Degree in Chinese from Soochow University and a Master’s Degree in International Trade from
Nanjing University.
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As at 21 March 2024

Mr. Hong Guilu (Non-executive Director)

Mr. Hong, aged 57, was appointed as a Non-executive Director of the Bank in December 2016. He is the Alternate Chairman
of Audit Committee and a Member of Remuneration Committee and Strategy and Corporate Governance Committee of the
Bank. Mr. Hong holds a Master’s Degree in Accounting from George Washington University. Mr. Hong is very experienced in
banking business and is the Senior Expert and Accredited Director of Administration Office of Directors and Supervisors to
Subsidiaries of Corporate Strategy and Investor Relations Department of Industrial and Commercial Bank of China Limited.
He is currently the Non-executive Director of ICBC Credit Suisse Asset Management Co., Ltd., Industrial and Commercial
Bank of China (Macau) Limited and Industrial and Commercial Bank of China (Canada).

Mr. Hu Yimin (Non-executive Director)

Mr. Hu, aged 56, was appointed as a Non-executive Director of the Bank in September 2020, and he is also the Alternate
Chairman of Risk Management Committee of Board of Directors and a Member of Nomination Committee of the Bank.
Mr. Hu holds a Bachelor’s Degree in Infrastructure Economics from Renmin University of China and a Master’s Degree in
Business Administration from Tsinghua University. Mr. Hu is very experienced in banking business and is the Senior Expert
and Accredited Director of Administration Office of Directors and Supervisors to Subsidiaries of Corporate Strategy and
Investor Relations Department of Industrial and Commercial Bank of China Limited. Mr. Hu is currently the Non-executive
Director of Chinese Mercantile Bank, ICBC Asset Management (Global) Company Limited, ICBC Wealth Management Co.,
Ltd., ICBC International Holdings Limited and Industrial and Commercial Bank of China (Thai) Public Company Limited.

Mr. Tsui Yiu Wa, Alec (Independent Non-executive Director)

Mr. Tsui, aged 74, was appointed as an Independent Non-executive Director of the Bank in August 2000. He is the Chairman
of Risk Management Committee of Board of Directors and also a Member of Strategy and Corporate Governance Committee,
Audit Committee and Remuneration Committee of the Bank. He holds a Bachelor’s Degree in Science and a Master’s Degree
in Industrial Engineering from University of Tennessee. He has completed the Program for Senior Managers in Government
at the John F. Kennedy School of Government at Harvard University. Mr. Tsui was the Adviser and Council Member of
the Shenzhen Stock Exchange from July 2001 to June 2002 and was the Chief Executive of Regent Pacific Group Limited,
a Hong Kong listed investment company, from August 2000 to February 2001. He was also the Chairman of Hong Kong
Securities Institute from December 2001 to December 2004. He joined The Stock Exchange of Hong Kong Limited in 1994
as an Executive Director of the Finance and Operations Services Division and became the Chief Executive from 1997 to
2000. He was also the Chief Operating Officer of Hong Kong Exchanges and Clearing Limited from March 2000 to July 2000
and the General Manager (Finance, Technology & Human Resources), and then Assistant Director (Licensing), and at the
same time the General Manager (Human Resources) of the Securities and Futures Commission of Hong Kong from 1989 to
1993. Mr. Tsui also involved in numerous government and community activities, including being a former Chairman of the
Supervisory Committee of Tracker Fund of Hong Kong and the Organizing Committee of Independent Commission Against
Corruption Professional Ethics Programme for the Securities, Futures and Investments Sectors, a former member of the
Standing Committee on Company Law Reform, the Hong Kong Trade Development Council Financial Services Advisory
Committee, The Community Chest of Hong Kong Corporate and Employee Contribution Programme Organizing Committee
(Banking and Finance Group), the Banking and Finance Industry Training Board of the Vocational Training Council and the
Investment Sub-Committee of the Government Committee of the Beat Drugs Fund Association. Mr. Tsui is currently an Non-
executive Director of Brii Biosciences Limited and Independent Non-executive Director of COSCO SHIPPING International
(Hong Kong) Co., Ltd., Pacific Online Limited and Hua Medicine, all of them are listed on the Hong Kong Stock Exchange,
and Melco Resorts & Entertainment Limited, a company listed on the NASDAQ and an Independent Director of ATA
Creativity Global, a company listed on NASDAQ.
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Mr. Yuen Kam Ho, George, FHKIoD (Independent Non-executive Director)

Mr. Yuen, aged 79, was appointed as an Independent Non-executive Director of the Bank in April 2003. He is the Chairman
of Remuneration Committee and also serves as a Member of Risk Management Committee of Board of Directors and Strategy
and Corporate Governance Committee of the Bank. He holds a Bachelor’s Degree (Honors) in Economics and Political
Science from The University of Hong Kong. Mr. Yuen had attended post-graduate studies in marketing management at the
International Marketing Institute, Cambridge, Massachusetts, U.S.A. and had completed the Hong Kong Administrators
Course (commissioned by the Hong Kong Government) in public administration and international relations at Oxford
University, the United Kingdom, and the International Executive Program in INSEAD, France respectively. In June 2003,
Mr. Yuen was admitted to the Leadership in Development Program organised by Kennedy School of Government, Harvard
University. In June 2004, Stanford University, California, U.S.A. had also invited Mr. Yuen to participate in its “Corporate
Governance” forum and in early 2006 the University awarded a fellowship to Mr. Yuen as a non-profit leader at its Centre for
Social Innovation. Mr. Yuen had been Chief Executive of The Better Hong Kong Foundation for nine years since September
1997. Prior to his joining the Foundation, he was the Assistant Director/Acting Deputy Director of the Information Services
Department of the Hong Kong Government. Mr. Yuen plays an active role in organising international business conferences
in Hong Kong and also takes part in numerous government and community activities, he is currently a board member of
the Hong Kong Society for the Aged. Mr. Yuen was the Panel member of the Central Policy Unit of the Government of the
HKSAR on the Pan-Pearl River Delta between 2003-2007. From January 2006 to January 2013, Mr. Yuen had been a member
of The Chinese People’s Political Consultative Conference, Guangxi Autonomous Region, China; an advisor of the Institute
of Finance and Trade Economics, Chinese Academy of Social Sciences, China; an advisor of The Shanghai Academy of Social
Sciences, China and an advisor of The Board of International Investment of Guangzhou Municipality, China. At present,
Mr. Yuen is a member of the Court of The University of Hong Kong and a member of Business Advisory Council of United
Nations Economic and Social Commission for Asia and the Pacific. Mr. Yuen is a Fellow of the Hong Kong Institute of
Directors, a member of the British Institute of Management and the Institute of Marketing, United Kingdom, and was also
commended by the former U.S. President, George W. Bush for his efforts in support of coalition’s campaign against global
terrorism.

Dr. Wu Jie Si (Independent Non-executive Director)

Dr. Wu, aged 72, was appointed as an Independent Non-executive Director of the Bank in March 2013. He is the Chairman
of Nomination Committee and also a Member of Strategy and Corporate Governance Committee and Risk Management
Committee of Board of Directors of the Bank. Dr. Wu holds a Doctorate Degree in Economics from Graduate School of the
People’s Bank of China and has got a Professor’s Qualification at Tianjin Nankai University. Dr. Wu is very experienced
in investment and corporate management and was previously the President of Industrial and Commercial Bank of China
Limited, Shenzhen Branch, the Deputy Mayor of the Shenzhen Municipal Government and the Assistant to the Governor of
Guangdong Province. Dr. Wu is currently the Chairman of the Shenzhen Fuhaiyintao Asset Management Co., Ltd. and he is
also an Independent Non-executive Director of Beijing Enterprises Holdings Limited, a company listed on the Hong Kong
Stock Exchange.
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Dr. Or Ching Fai, s.8.5., 1.p. (Independent Non-executive Director)

Dr. Or, aged 74, was appointed as an Independent Non-executive Director of the Bank in December 2018. He is the Chairman
of Audit Committee and also serves as a Member of Risk Management Committee of Board of Directors and Strategy and
Corporate Governance Committee of the Bank. Dr. Or holds a Bachelor’s degree in Economics and Psychology from the
University of Hong Kong. He was conferred an Honorary Doctor of Social Science by the City University of Hong Kong in
2014 and Honorary Fellow by Hang Seng Management College in May 2017 (Renamed as The Hang Seng University of Hong
Kong in October 2018). He was awarded a Silver Bauhinia Star from the Government of HKSAR and Honorary University
Fellow from The University of Hong Kong in 2009. Dr. Or is very experienced in Insurance, Banking and Financial Industries,
he was the General Manager and Director of The Hongkong and Shanghai Banking Corporation Limited, Chairman of HSBC
Insurance Limited, Vice Chairman and Chief Executive of Hang Seng Bank, Chairman of Hang Seng Insurance Company
Limited and Hang Seng Bank (China) Limited and Independent Non-executive Director of Industrial and Commercial Bank
of China Limited. He was also the Non-Executive Chairman of the Board and Non-executive Director of Esprit Holdings
Limited, the Director of Cathay Pacific Airways Limited, Hutchison Whampoa Limited and a Vice Chairman and an
Independent Non-executive Director of G-Resources Group Limited, an Independent Non-executive Director of Television
Broadcast Limited, all of them are listed on the Hong Kong Stock Exchange. He was the Deputy Chairman and a Non-
executive Director of Aquis Entertainment Limited (a company listed on the Australian Securities Exchange). Dr. Or takes
part in numerous government and community activities, he is currently a Vice Patron of the Board of the Community Chest
of Hong Kong and a Justice of the Peace. Dr. Or was previously the Chairman of Executive and Campaign Committee of
the Community Chest of Hong Kong, the Chairman of the Hong Kong Association of Banks in 2000 and 2003 and was Vice
Chairman of Hong Kong Association of Banks in 2001, 2002, 2004 and 2005, a Director of the Hong Kong Interbank Clearing
Limited, a Vice President and a Council Member of the Hong Kong Institute of Bankers. Dr. Or has also been Chairman of
the Financial Services Advisory Committee and a Member of the Services Promotion Programme Committee of the Hong
Kong Trade Development Council. He has been a Member of the Risk Management Committee of Hong Kong Exchanges and
Clearing Limited, a Member of the Aviation Development Advisory Committee, Deputy Council Chairman of the Council of
City University of Hong Kong, a Council Member of the University of Hong Kong, an Adviser of the Employers’ Federation
of Hong Kong, a member of the 5th East Asian Games Planning Committee and Chinese People’s Political Consultative
Conference Beijing Committee and a Director of 2009 East Asian Games (Hong Kong) Limited. Dr. Or is currently the
Chairman and Non-executive Director of CSC Holdings Limited, and an Independent Non-executive Director of Chow Tai
Fook Jewellery Group Limited, Regina Miracle International (Holdings) Limited and Playmates Holdings Limited, all of them
are listed on the Hong Kong Stock Exchange.

Ms. Xu Meng (Deputy Chief Executive)

Ms. Xu, aged 55, joined the Bank in November 2023 as the Deputy Chief Executive. Ms. Xu is currently responsible for the
Bank’s compliance, legal, and financial crime compliance functions. Ms. Xu is very experienced in banking management. She
holds a Bachelor’s Degree in Economics in Beijing Technology and Business University and a Master’s Degree in International
Business Administration from Fudan University and The University of Hong Kong.

Mr. Xu Lei (Deputy Chief Executive and Alternate Chief Executive)

Mr. Xu, aged 47, joined the Bank in June 2022 as the Deputy Chief Executive. He was appointed as the Alternate Chief
Executive in May 2023. Mr. Xu is currently responsible for the Bank’s institutional business, global market business, custody
services, global transaction banking business, asset and liability management and asset management functions. He is very
experienced in banking management. Mr. Xu holds a Master’s Degree in Business Administration from Central University of
Finance and Economics.
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Mr. Chen Yinbin (Deputy Chief Executive)

Mr. Chen, aged 54, was appointed as the Assistant Chief Executive of the Bank in November 2017. He was appointed as
the Deputy Chief Executive of the Bank in January 2019. He is currently responsible for overseeing the business of Chinese
Mercantile Bank, the wholly-owned subsidiary of the Bank. Mr. Chen is very experienced in banking management. He holds a
Bachelor’s Degree in Physics from Wuhan University, a Master’s Degree in International Trade from Nanjing University and
a Master’s Degree in International Business Administration from Fudan University and The University of Hong Kong.

Mr. Lu Qiang (Deputy Chief Executive, Alternate Chief Executive and Chief Risk Officer)

Mr. Lu, aged 46, joined the Bank in July 2017 and was appointed as the Assistant Chief Executive and Chief Risk Officer in
September 2021. He was appointed as Deputy Chief Executive in July 2023 and as Alternate Chief Executive in November
2023. He is currently responsible for the Bank’s credit approval, risk management, loans administration and credit and
investment management. Mr. Lu has extensive experience in the banking industry. He holds a Master’s Degree in Technical
Economics and Management from Renmin University of China.

Mr. Liu Yanbin (Assistant Chief Executive)

Mr. Liu, aged 42, was appointed as the Assistant Chief Executive of the Bank in June 2023. He is very experienced in banking
management. Mr. Liu is currently responsible for the Bank’s financial technology, operations management, management
information and general administration. He holds a Bachelor’s Degree and a Master’s Degree in Computer Science from Jilin
University and a Doctorate Degree in Computer Science from Jilin University and The University of Innsbruck, Austria.

Ms. Duan Mengche (Assistant Chief Executive and Alternate Chief Executive)

Ms. Duan, aged 45, joined the Bank in May 2017 and was appointed as the Assistant Chief Executive in September 2023. She
was appointed as the Alternate Chief Executive in January 2024. Ms. Duan is currently responsible for the Bank’s corporate
banking business, Greater Bay Area corporate banking business, Asia-Pacific business, global capital financing business and
trade finance business. Ms. Duan is very experienced in banking management. She holds a Bachelor’s Degree of Management
in Accounting from University of Science and Technology of China and a Master’s Degree in Business Administration from
Hohai University.
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The Board of Directors (the “Board”) of the Bank have pleasure in submitting
their report together with the audited consolidated financial statements of the
Group (the Bank together with its subsidiaries hereinafter referred to as the
“Group”) for the year ended 31 December 2023.

PRINCIPAL ACTIVITIES AND SEGMENTAL
ANALYSIS OF OPERATIONS

The principal activities of the Group are the provision of banking and related
financial services. Other particulars of the Bank’s subsidiaries are set out in Note
30 to the consolidated financial statements.

An analysis of the Group’ s performance for the year by business and geographical
segments is set out in Note 5 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2023 are set out in the
consolidated income statement on page 112.

The Board has not recommended the payment of final dividend for the year
ended 31 December 2023 (2022: Nil).

RESERVES
Profit attributable to shareholders of HK$6,445,598,000 (2022: HK$6,022,833,000)
has been transferred to reserves. Details of movements in the reserves of the Group

during the year are set out in Note 38 to the consolidated financial statements and
in the consolidated statement of changes in equity, respectively.

DONATIONS

Charitable and other donations made by the Group during the year amounted to
HK$6,405,000 (2022: HK$6,393,000).

ISSUE OF SHARES

Details of the Bank’s issued shares are set out in Note 36 to the consolidated
financial statements.

FIVE YEAR’S FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last
five financial years is set out below.

2023 2022 2021 2020 2019
Tt T#T T AR FisoT
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
E 3 Results
B R AL ¥ Profit attributable to shareholders 6,445,598 6,022,833 5,665,254 5,525,152 8,302,598
g &N Assets and liabilities
W AR Total assets 915,960,021 924,820,020 927,875,188 931,092,538 953,563,756
=L Total liabilities 766,199,912 781,257,718 784,282,460 793,325,463 819,708,662
HE25 M Total equity 149,760,109 143,562,302 143,592,728 137,767,075 133,855,094
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Industrial and Commercial Bank of China (Asia) Limited

DIRECTORS

The list of Directors of the Bank is set out in the “Corporate Information” of
this Annual Report. The biographical details of the Directors are set out in the
“Biographical Details of Directors & Senior Management” of this Annual Report.

The following changes in the Board occurred during the year and up to the date
of this report:

. Ms. Gao Ming resigned as Chairman and Executive Director of the Bank
with effect from 9 May 2023.

. Dr. Liu Yagan was appointed as Chairman and Executive Director of the
Bank with effect from 9 May 2023.

. Mr. Gu Xuan was appointed as Executive Director of the Bank with effect
from 30 June 2023.

In accordance with Article 93 of the Articles of Association, any Director
appointed by the Board during the period shall hold office only until the next
annual general meeting of the Bank, and shall then be eligible for re-election
at such meeting. Accordingly, the term of office of Mr. Gu Xuan, who was
appointed on 30 June 2023, will expire at the forthcoming annual general
meeting and, being eligible, offer himself for re-election.

The Non-executive Directors and the Independent Non-executive Directors
of the Bank are not appointed for specific term but subject to the retirement
by rotation at least once every three years and re-election at the annual general
meeting in accordance with the Articles 94(1) and 94(2) of the Articles of
Association. Accordingly, Mr. Hu Yimin, Mr. Yuen Kam Ho, George and Dr. Wu
Jie Si will retire by rotation and, all being eligible, offer themselves for re-election
at the forthcoming annual general meeting in accordance with the Articles of
Association.

DIRECTORS’ INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

No transactions, arrangements or contracts of significance, in relation to
the Group’s business to which the Bank, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party and in which a Director had a
material interest, whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

DIRECTORS’ INTERESTS IN SHARES AND
DEBENTURES

At no time during the year was the Bank, its holding company, or any of its
subsidiaries, or fellow subsidiaries a party to any arrangements to enable the
Directors of the Bank to acquire benefits by means of the acquisition of shares in,
or debentures of, the Bank or any other body corporate.
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LIST OF DIRECTORS OF SUBSIDIARIES

The list of all directors who have served on the boards of the subsidiaries of the
Bank (included in the annual consolidated financial statements for the year
ended 31 December 2023) during the year and up to the date of this report
are available on the Bank’s website at www.icbcasia.com under “About Us -
Corporate News— Corporate Governance” section on the home page.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Bank were entered into or existed
during the year.

EQUITY-LINKED AGREEMENTS

No equity-linked agreements were entered into by the Bank during the year or
subsisted at the end of the year.

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every director, secretary, or other
officer of the Bank shall be entitled to be indemnified by the Bank against
all costs, charges, losses, expenses and liabilities incurred by him/her in the
execution and/or discharge of his/her duties and/or the exercise of his/her
powers and/or otherwise in relation to or in connection with his/her duties,
powers or office. The Bank has maintained insurance for the benefit of the
Directors against liability which may lawfully be insured by the Bank.

CORPORATE GOVERNANCE

The Bank is committed to maintaining and upholding high standards of
corporate governance practices. Details of the Bank’s corporate governance
practices are set out in the “Corporate Governance Report” of this Annual
Report.

COMPLIANCE WITH THE BANKING
(DISCLOSURE) RULES

The consolidated financial statements for the year ended 31 December 2023
comply with the applicable disclosure provisions as set out in the Banking
(Disclosure) Rules.

AUDITOR

The consolidated financial statements for the year ended 31 December 2023 of
the Group have been audited by Deloitte Touche Tohmatsu, who will retire and
offer themselves for re-appointment at the forthcoming annual general meeting.

On behalf of the Board

Dr. Liu Yagan
Chairman
Hong Kong, 21 March 2024
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NEREHRE
Corporate Governance Report

BEEZWEZAZ—HIE
As at 21 March 2024

The Bank is committed to maintaining and upholding high standards of
corporate governance practices. The Bank has followed the guidelines set out
in the Supervisory Policy Manual entitled “Corporate Governance of Locally
Incorporated Authorized Institutions” issued by the Hong Kong Monetary
Authority (“HKMA”).

In order to show its continuous commitment to the development of sound
corporate governance, the Bank has adopted its “Corporate Governance
Manual” and will revamp and strengthen relevant measures according to market
trend as well as guidelines and requirements issued by regulatory authorities.

CORPORATE GOVERNANCE STRUCTURE
OF THE BANK

WA

Board of Directors
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CORPORATE GOVERNANCE FEATURES OF
THE BANK

. The Bank is led by a competent Board, and has adopted a scientific, sound
and efficient corporate governance structure

. All Directors possess diverse expertise and extensive experience in
business and banking, and over 50% of them are Independent Non-

executive Directors (“INED”)

. The Board has established five Board Committees with different and
defined responsibilities

. The roles of Chairman and Chief Executive Officer are segregated

Details of the composition of the Board and each of the Board Committees of the
Bank are set out in “Corporate Information” of this Annual Report.
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BOARD OF DIRECTORS

The Board

The Board has responsibility for leadership and control of the Bank and is
collectively responsible for promoting the success of the Bank by directing and
supervising the Bank’s affairs. The Board sets mid and long-term strategies and
annual business plans for the Bank and monitors the performance and activities
of the senior management. The Board ensures prudent management of the Bank
with high degree of honesty and within the legal and regulatory framework, and
the Board takes into account the legitimate interests of shareholders, depositors
and other relevant stakeholders. The Board is responsible for establishing and
overseeing risk governance and internal control system, as well as maintaining
high standards of corporate governance of the Bank.

The Board reviews and evaluates its work process and effectiveness annually,
with a view to identifying areas for improvement and further enhancement.

Board Structure

As at the date of this report, the Board consisted of ten Directors comprising
three Executive Directors, two Non-executive Directors and five INED. Both
the number and percentage of the INED are well above the requirements set by
relevant rules and regulations. The Bank benefits from the professional expertise
as well as business and banking experience of its Directors.

Ms. Gao Ming resigned as Chairman, Executive Director and the Chairman of
the Strategy and Corporate Governance Committee with effect from 9 May 2023.
Dr. Liu Yagan was appointed as Chairman, Executive Director and the Chairman
of the Strategy and Corporate Governance Committee with effect from 9 May
2023. Mr. Gu Xuan was appointed as Executive Director and a Member of Risk
Management Committee of Board of Directors with effect from 30 June 2023.
Save as disclosed above, there are no other changes to the composition of the
Board and Board Committees as at the date of this report.

Biography of the Directors is set out in the “Biographical Details of Directors and
Senior Management” section under this Annual Report.

Board Meetings

Board meetings are held at least once every quarter. Such regular Board meetings
will normally involve the active participation, either in person or through other
electronic means of communication, of a majority of Board members. Special
Board meetings will be held when necessary. The Board held four on-site
meetings during the year 2023.
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Directors are consulted on matters to be included in the agenda of regular Board
meetings. Directors may seek independent professional advice or request pre-
meetings ahead of Board or Board Committees meetings with the consent of the
Chairman and/or Chief Executive Officer when appropriate to assist him/her
in discharging his/her duties to the Bank. Besides, all Directors have been given
rights on fully and timely access to all relevant information of the Bank and have
separate and independent access to the management of the Bank so that they can
make an informed decision in discharging their duties and responsibilities as
Directors. All Directors have access to the advice and services of the Company
Secretary to ensure due compliance with the Board procedures, and all applicable
rules and regulations.

Board meeting dates of each year are normally determined before the end of
the previous year in consultation with the Directors. Formal notice of meeting
shall be given to all Directors by the Company Secretary at least two weeks
before the date of the meeting to provide sufficient notice to give all Directors an
opportunity to attend. Under special circumstances, the Company Secretary will
promptly contact all Directors by way of telephone. Agenda and accompanying
papers containing analysis and background information are circulated to all
Directors not less than 7 days before the intended date of Board meeting.

Minutes of the meetings of the Board and the Board Committees have been
recorded in sufficient detail including the matters considered by the Board and
the Board Committees, decisions reached, and concerns raised by Directors
or dissenting views (if any) expressed. Draft and final versions of the minutes
of the Board and the Board Committees are sent to all Directors or members
of the Board Committees (as the case may be) for their comments and records
respectively.

Minutes and papers of the meetings of the Board and all the Board Committees,
and relevant materials are open for inspection at any reasonable time on
reasonable notice by any Director.

If a Director has a conflict of interest in a matter (including material transaction
with connected persons) which the Board has determined to be material, the
relevant matter will be dealt with at a Board meeting in accordance with the
requirements as set out in the Companies Ordinance, the Articles of Association
and the Directors’ Conflict of Interest Policy of the Bank.
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Appointments and Re-election of the Board

The Bank uses a set of formal, prudent and transparent procedures for the
appointment of new Directors to ensure the Directors have the necessary
competencies and skills to support the development and growth of the Bank.
The suitability of new Directors will be evaluated in various aspects and the
appointment of new Directors will be discussed by the NC before recommending
to the Board for consideration and approval after due deliberation. A candidate
who is to be appointed as an INED should ensure he/she meets the independence
requirements and also the requirements of the guidance on “Empowerment
of Independent Non-Executive Directors in the Banking Industry in Hong
Kong” issued by the HKMA. In accordance with the requirement under the
Banking Ordinance, approval from the HKMA shall also be obtained for any
appointment of new Directors. According to the Bank’s Articles of Association,
all new Directors are subject to election by shareholder(s) of the Bank at the
next scheduled annual general meeting after their appointments have become
effective, and shall then be entitled for re-election. The Non-executive Directors
and the INED of the Bank are not appointed for specific term but subject to
the retirement by rotation and re-election at the annual general meeting in
accordance with the Bank’s Articles of Association. The NC conducts review of
the independence of the INED, additional assessment will be conducted during
rotation for those INED who have been serving on the Board for more than 9
years, the NC will make recommendations based on the results of the assessment
on the suitability of the INED to continue to act as director to the Board for
approval.

At each annual general meeting, one-third of the Directors for the time being
or, if their number is not a multiple of three, then the number nearest to but
not exceeding one-third, shall retire from office by rotation. All the retiring
Directors are eligible for re-election. Mr. Hu Yimin, Mr. Yuen Kam Ho, George
and Dr. Wu Jie Si will offer themselves for retirement and being eligible, will be
entitled for re-election at the forthcoming annual general meeting of the Bank.

According to the Bank’s Articles of Association, for any person who have been
appointed as the director of the Bank during the period shall hold office until the
forthcoming annual general meeting of the Bank and will offer themselves for re-
election. Accordingly, the term of office of Mr. Gu Xuan, who was appointed on
30 June 2023, will expire at the forthcoming annual general meeting and, being
eligible, offer himself for re-election.

Save for the above-mentioned retiring Directors, who will offer themselves for
re-election at the forthcoming annual general meeting of the Bank, as at the date
of this report, no Director held office for over three years since last re-election.

Roles of the Chairman and Chief Executive

The roles of Chairman and Chief Executive Officer are segregated. The Bank
benefits from the segregation in which the Chairman is responsible for ensuring
that the Board properly discharges its responsibilities, conforms to good
corporate governance practices and procedures and all key and appropriate
issues are discussed by the Board timely, and the Chief Executive Officer is
responsible for leading the Senior Management and implementing important
policies adopted by the Board, managing the Bank’s operations and relevant
issues.



SRR
Annual Report 2023

R

ARGRAT AR N T o 45 HE I 0 2 SR P AR B > D
R AN 45 R AR SR AT A8 S5 T 5 | A ) O 08 B4 » AR RAT
Py T DR BB 1 R o oS R A AT 4F A o

N A

ASBRAT A 1A ] B A S B R T g - R ROH
Wi} S 2= B8 9 R B T CREHEEAT AT Al o R 7 SEUR 52 R 1A B
B RBRATEST TOMAG G E R IS - IREZEEC
MBERZHRHECREERT2H -

R W 90

5 THE IR BT 2% A 6 o 3 AR ST 1 SE 55 1 AR A 5 2 AR A % i
DRTE S5 58 W9 SR LG o DU ) 3 S g R I LA ey
RIEA R S B R SN B AT R
WU E T —E RN E AR RN EFES L2
il B o

A ERAT I I 16 2 2 o 4R O R S R o T AR R
AT AT ) B ) ) T R AB T o A > AR SRAT S 4%
o\ R B TR 2 B A B ARAR o I 0 2 P4 JEUAE
B SRR T A EE G B 20 - F 0 T E
HIO 2 WEFF AR A R E S E) -
B B JRBRE B - S EIA B - SRS ROBRIE - Ak | RER
S5 2 IR S5 06 10 35 1 > R R Sl SR RGN e % e

3 I 43¢ 2% R

MRS R T M CG-5 TR BBl BE 45 51) - RE M
R AT o 0 T 16 A e 2 e B o AR AT TR
AR G EE 3T A7 B TN D i 2 TSR o A7 BRI AR SRAT I 43¢
R A AR SRAT M 4R B R R -

EHRGHELH

B O ey T R 2 IR T A HIRAE DA B
FEEATHME - ZEWEZ RGO ETZARE W
mEMEEGRAT  HHETAREMLZEE  HME
BERRAZAE - ZEWEEE G AL EmIINE
BETE ST > WA A B - TeRe T -

D

o R SRAT () AR A

Industrial and Commercial Bank of China (Asia) Limited

BEZEZWE=ZHA - +—HIk
As at 21 March 2024

Directors’ Liability Insurance Policy

During the year, the Bank has arranged for appropriate cover on Directors’
Liability Insurance Policy to indemnify the Directors for liabilities arising from
corporate activities. The coverage and the amount insured under such policy are
reviewed annually by the Bank.

Evaluation of the Board and Directors

During the year, the Bank had conducted an evaluation of the effectiveness
of the Directors, the Board and the Board Committees of the Bank in the
form of a questionnaire to all Directors individually. Based on the completed
questionnaire, the Bank analyzed the results and an evaluation report delineated
the results had been reviewed by the NC and submitted to the Board.

Directors’ Training and Professional Development

To ensure that the newly appointed Directors have adequate understanding
of the Bank’s business operations and to enable Directors to update their
knowledge regularly so as to provide informed recommendation and advice
and make contribution to the Bank, the Board establishes a set of written policy
specifying guidelines on Directors’ induction and training upon appointment.

The Bank also provides regular updates to Board members on material
changes to regulatory requirements applicable to the Directors and the Bank
on a timely basis. In addition, Board members are encouraged to participate
actively in continuous training programmes and the Bank also arranges relevant
professional training programmes for Board members. In 2023, all Directors
have attended continuous training programmes discussing areas including
regulatory update, business and risk management, corporate governance, anti-
money laundering as well as ESG to update their knowledge and technique.

Disclosure on Remuneration

According to HKMA’s Supervisory Policy Manual CG-5 “Guideline on a Sound
Remuneration System”, authorized institutions are required to make disclosures
in relation to their remuneration systems as appropriate. The Bank has fully
complied with HKMA’s disclosure requirements set out in Part 3 of the said
Guideline. Disclosure on remuneration of the Bank will be included in the
Annual Banking Disclosure Statement posted on the Bank’s website.

BOARD COMMITTEES

The Board has set up five committees which are delegated with different
responsibilities to assist the Board in performing its duties. They are Audit
Committee, Strategy and Corporate Governance Committee, Risk Management
Committee of Board of Directors, Remuneration Committee and Nomination
Committee. Each of these Board Committees has specific written Terms of
Reference which state clearly its objectives, functions and responsibilities.
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All Board Committees are comprised mainly of Non-executive Directors and
INED, and report to the Board on their decisions or reccommendations on
a regular basis. Material matters are reserved for the approval of the Board
according to the terms of reference of such committees. The Board will conduct
regular review and update on the terms of reference of such committees.

Audit Committee

AC assists the Board in monitoring the Bank’s financial reporting process
independently and external audit function, ensuring an effective system of internal
control and compliance (including risk management system), and supervising
the internal audit function. Meanwhile, the committee is also responsible for
reviewing the Bank’s compliance with applicable rules, including but not limited to
the requirements and guidelines of regulators, businesses or laws.

AC comprises four members and three of them are INED. Generally, meetings of
AC shall be held not less than once in each quarter. It held four on-site meetings
during the year and all the meetings were with the participation of the relevant
senior management, internal audit officers of the Bank and representatives from
the external auditor of the Bank.

AC is also responsible for making recommendations on the appointment,
re-appointment, removal and remuneration of the Bank’s external auditor.
Deloitte Touche Tohmatsu is the external auditor of the Bank. A statement
by the external auditor with respect to their responsibilities is included in the
Independent Auditor’s Report on pages 104 and 111 of the Bank’s 2023 Annual
Report.

Strategy and Corporate Governance Committee

SCG aims to enhance the strategic development and planning of the Bank and to
strengthen the corporate governance framework of the Bank, including but not
limited to reviewing the Bank’s strategic development plan (including overall
development plan, and also green and sustainable development plans), strategic
capital deployment and major institutional restructuring and adjustment plans,
and makes recommendation to the Board. Meanwhile, the committee is also
responsible for reviewing the Bank’s compliance with legal, regulatory and
corporate governance standards, providing advice on corporate governance
practice, enhancing the transparency and quality of information disclosure of the
Bank and keeping abreast of changes in regulations, with the aim to maximise
sustainable corporate values and shareholder’s interests. SCG is also responsible
for reviewing and improving the Bank’s green and sustainable governance
system.

SCG comprises eight members and five of them are INED. Meetings of SCG shall
be held not less than once in each year. It held two on-site meetings during the
year.
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Risk Management Committee of Board of Directors

BRMC reviews the Bank’s position in various risks and approves risk
management, internal control and financial crimes principles, major policies,
guidelines and risk appetite of the Bank. It also monitors and reviews the
effectiveness of the risk management system and operational resilience
policies and framework of the Bank, including its ability to withstand stress
conditions. The key risks it oversees include credit, market, operational, interest
rate, legal and compliance, liquidity, reputation and strategic risks. BRMC
delegates to the Financial Crime Compliance Committee to execute the works
related to prevention of money laundering and terrorist financing based on
the frameworks and policies approved by the BRMC. Senior Executive Risk
Management Committee is delegated by the BRMC to establish Policy related
to risk appetite including risk appetite monitoring and management process.
The Group’s risk appetite framework covers three aspects, namely profit, capital
and risk. The risk appetite consists of quantitative and qualitative description
of types and level of risks that the Group is willing and able to accept in pursuit
of its strategic and business goals. The Policy is reviewed at least annually and
approved by the BRMC to ensure the Group operates within the risk appetite.

BRMC comprises seven members and four of them are INED. Generally,
meetings of BRMC shall be held not less than once in each quarter. It held four
on-site meetings during the year.

Remuneration Committee

RC is responsible for overseeing the remuneration of the Directors and senior
management of the Bank to ensure their remuneration is appropriate for their
duties and consistent with the Bank’s culture, strategy, market condition and
control environment. RC is also responsible for advising and assisting the Board
in discharging its responsibilities for the Bank’s culture-related matters and
recommending to the Board on the Bank’s remuneration policy framework.

RC comprises three members and two of them are INED. Meetings of RC shall be
held not less than once in each year. It held two on-site meetings during the year.

Information relating to the remuneration of each Director for 2023 is set out in
Note 17 to the financial statements of the Bank.
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Nomination Committee

NC is responsible for assessing the suitability of the candidates and
recommending to the Board all new appointments of Directors and senior
management executives. NC also reviews the structure and composition of the
Board on a regular basis, and assesses the efficiency of the Board.

NC comprises three members and two of them are INED. Meetings of NC shall
be held not less than once in each year. It held one on-site meeting during the
year.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is responsible for evaluating and determining the nature and extent
of the risks it is willing to take in achieving the Bank’s strategic objectives, and
ensuring that the Bank establishes and maintains appropriate and effective
risk management and internal control systems. The Board oversees the
senior management in the design, implementation and monitoring of the risk
management and internal control systems.

The risk management and internal control systems are designed to manage
rather than eliminate the risk of failure to achieve business objectives, and
can only provide reasonable and not absolute assurance against material
misstatement or loss.

Systems, policies and procedures are in place to identify, measure, control and
monitor the major types of risks the Bank faces. Business units are responsible
for the assessment of individual types of risk arising from their area of operations
where risks are managed and reported in accordance with risk management
procedures and arrangements. The senior management, Senior Executive Risk
Management Committee and risk management function review and revise
the risk management policies and procedures on a regular basis. Details of
the policies and procedures for management of each of the major types of
risks, including credit, market, liquidity, interest rate, operational, legal and
compliance, reputation, information technology and cyber security and strategic
risks, are included in Note 4 to the financial statements of the Bank.

To identify and manage all potential risks in a more holistic and effective
manner, the Bank has adopted a risk management and internal control structure,
referred to as the “Three Lines of Defence”, to ensure it achieves its commercial
aims while meeting regulatory and legal requirements, and its responsibilities
to shareholder, customers and staff. All business units of the Bank, as the first
line of defence of internal control framework, are primarily responsible for
identifying, assessing and monitoring the risks in their respective areas. The
risk management and compliance functions of the Bank, as the second line of
defence, are primarily responsible for monitoring and controlling the designated
risks and providing guidance to business units to ensure compliance with
applicable regulatory requirement. The Internal Audit Department plays an
important role in the Bank’s third line of defence of internal control framework,
regular audits will be conducted to ensure compliance with relevant policies and
procedures.
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In accordance with the internal audit plan approved by the AC, the Bank’s
internal audit conducts independent reviews on such aspects as financial
activities, main business areas, major kinds of risks, operations and activities.
Reports are submitted directly to the AC. It also reports to the AC at least four
times each year on significant findings on internal control. The Bank’s internal
audit closely follows up on the items that require attention in a systematic way
and reports to the AC and the Chairman of the Board in a timely manner.

The Bank is committed to upholding good corporate governance practices and
the internal control system of all subsidiaries are reviewed regularly. During the
year, continuous improvements on the organisation structure and segregation
of duty and the risk management policy and procedure have been undertaken by
the Bank.

DIRECTORS’ RESPONSIBILITY
STATEMENT IN RELATION TO FINANCIAL
STATEMENTS

The Board acknowledges its responsibility for preparing the financial statements
of the Bank. The Bank has adopted appropriate accounting policies which
have been consistently applied and supported by reasonable judgements and
estimates, and that all accounting standards which they consider to be applicable
have been followed.
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Environmental, Social and Governance Report

TR A PR TR RAT (SR SRR A BT A
PERE PG > B [ R N A s AR R BUR [ R R RN ] IR
ME . RN - AL LA M (ESG) TAE WA TE
e A R R AR RS - B AR TR AT
B U TSR R T AR AR O B R AR B R SE S -
S A3 AT O U B S8 S SR S B LB R - AR B 1 B
BROSBREE 5 008 TSR AT YN 2 L B R % B AL g
Feh - AR UL RSB S N g DU IRAT
WAt o Y TR TN > RTINS (L S IE
ARG A > (AL AR (0 < MR TR BN A ) > 5835 BUR
il JEE B I i M R R R R B A A B B R KT
G ) SR AR U A RO ek (LR B S o AEAEAE B 5 [
kI EmERERP B EE . BES - BT 4
GRS AT R

et 39T v M S A R 0

In 2023, ICBC (Asia) (the “Bank”) has made persistent efforts to integrate the
concept of sustainable development into its operation and business, adhered
closely to the “carbon neutrality” policies promulgated by the State and the
Hong Kong SAR Government, and diligently fulfilled its environmental, social
and governance (“ESG”) responsibilities. With the leadership and supervision
of the board of directors (the “Board”), organisational drive from the senior
management, and execution by interdepartmental working groups, the Bank
has taken active steps to develop its green finance business, strengthened the
categorical management of investment and financing activities, refined its
climate risk management framework, and propelled green and low-carbon
operations within the Bank. Through the platform of ICBC (Asia) Charitable
Foundation, the Bank actively participated in charitable public welfare
campaigns, such as those promoting social inclusion, youth development, and
cultural inheritance to make a contribution to society through concrete actions.
Looking ahead to 2024, the Bank will continue to strengthen and uphold its
operating philosophy of honouring fundamental principles and breaking new
ground. It will optimise the strategic planning for green finance development,
improve the corporate policies and product and service systems, and enhance
risk management and information disclosure. Through these initiatives, the
Bank will lend its full support to Hong Kong’s green transition and socio-
economic development towards sustainability. On its road to large-scale and
high-quality development, the Bank remains committed to fulfilling its social
responsibilities and working collaboratively with its customers, employees, and
the public to create a better future.

Accolades won during the reporting period:

R IEERERY
The Accolades Award organisers
7 S B T R
Caring Company The Hong Kong Council of Social Service
HiRE# 752023 R AR
Energy Saving Charter 2023 Environment and Ecology Bureau
ANA 822023 A ERAT B
Talent Development Award 2023 Hong Kong Institute of Bankers
20224F F R MR A - HHEK 8% T
2022 Best Fund Raising Organization Caritas Hong Kong
B B R AT FHE AT A BRI (B MU SR O RSB T ) - BORBUBEE — R (05 A it B AR S5
Outstanding Award for Green and Sustainable Bond Lead Dealer (Dim Sum Bond Financing Project of Hong Kong Quality Assurance Agency
Real Estate Industry) — Largest Single Green Bond (HKQAA)
B AR AT R S URBE A (IR AEIRZE) - s S AR (0 B AE 2 T i B R A S
Outstanding Award for Green and Sustainable Loan Facilitators (Clean Energy Industry) — Visionary Hong Kong Quality Assurance Agency
Green Loan Framework (HKQAA)
PR L Bk (R T AR RS MR ] (55 bR AT ) — 0t T w0 A 4 60 £ SR A AR A il AR A S
Outstanding Award for Green and Sustainable Loan Structuring Advisor (Real Estate Industry) - Hong Kong Quality Assurance Agency
Visionary Sustainability-Linked Loan Performance Metrics (HKQAA)

68



SRR
Annual Report 2023

B o

—_—

BREE
4 0 S LR W L0

ASGRATAE AT [+ 70 70 | IR7 0 85 e B K 3 o > 1)
i ok (2 < B G R JRE S5 > 8% ) e [ A W W AR
S6 - BRI R A A0 UV SR B AT | S ED EE
ok (7 B W] R AR e SECTEURR ) o I OR A A A B
B TZARTS S A it - & Mo R PR e i > =
B AR Ak (0 B PR T SO B A B - AR 0 R
Bk AP R S E AL E TR AT RS S H TR
Jith o

FLBIPE A0 5~ R B A Ak (0 B AT A B
AT R o AEAR A Sl RS O v o I KA 9
JIBE > RN B AR AR L% - Ak e L
SR EARPRRBRTTIG ET G o B A RS
[Zoefb ) s e sk (5 B BUE B - B2 0 e
DERSLE R HBEORT I 28] -
A6 S A5 PR B8 A P i - e 5 LB I A L L O
JE s S SR T B ik ) SRR B B - AR
BRI R TR > 8 A SR8 S B 156 35 20 i L JRE O et
AT 4 TR A5 R B A BK S o A Bk 0 K R Y
T > B R R PR O AR i R St A RE AR
B ek B AR SO A B > Sl A A S A R e
oS R 9 T 472 _EAL DR TSEARAL | o ) Ieg - Jdlida
URAEA - BB - BHYEM ~ 5 AT S5 A5 it
o V22 ) R e e e AR B o

o R SRAT () AR A

Industrial and Commercial Bank of China (Asia) Limited

I, ENVIRONMENT

1,

Strategic planning for green finance

In its Development Strategic Plan for the “14th Five-Year Plan” period,
the Bank has stipulated a clear vision for the future development of green
finance, with the aim of developing the Bank into “a leading, reputable,
green, and sustainable bank in Hong Kong”. It has published a special
plan that clearly outlined the guiding ideology and objectives, key tasks
and measures, as well as the supporting mechanisms and safeguards
related to green and sustainable development. The plan also set out
measures for the development of green finance business, climate risk
management, green and low-carbon operations, governance enhancement,
and the fulfilment of social responsibilities.

The plan drew up a combination of measures to drive the Bank’s
ongoing development in green banking and sustainability. In the area
of green finance business, the Bank has been intensifying its efforts to
pursue expansion through innovation. It has been expanding the scope
of green business to include green loans, bonds, deposits, and wealth
management, exploring opportunities in the carbon market to promote the
diversification of products and services. It has also been strengthening the
green credit categorical management, gradually establishing a categorical
management system, thereby promoting differentiation through policy
guidance. In terms of climate risk management, the Bank has been
refining its risk governance structure and management policies. It has been
implementing mechanisms to identify, measure, monitor, report, control,
and mitigate climate risks, and has been refining climate risk scenario
analysis and stress testing to improve the Bank’s overall climate risk
management capabilities. Regarding green and low-carbon operations,
the Bank has been initiating accounting of the carbon dioxide emissions
from its own operations, strengthening energy consumption management
of equipment and facilities, building a green and environmentally
friendly culture, while promoting “online and paperless” operations and
services through digital transformation. Furthermore, the Bank has been
strengthening its infrastructure and ensuring the adequacy of resources
for green and sustainable development through resource input, capacity
building, technology applications, performance evaluation and other

measures.
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Green finance policy and system

The Bank focuses on transitioning towards green and low-carbon
economy, and has exerted significant efforts to expedite the establishment
of a systematic framework and to continuously refine its policies and
systems, thus strengthening the backbone of green finance management.
In terms of business management, the Bank has prioritised the
development of green investment and financing, as distinctly outlined
in the Bank’s investment and financing business planning and reflected
in its credit risk appetite. It has adopted a differentiated investment
and financing strategy according to the green categories of corporate
clients. The Bank also regulates the categorial management and the
operational process for its green finance business according to the “ICBC
(Asia) Management Measures for the Business of Green Investment and
Financing with Corporate Clients” and “ICBC (Asia) Guidelines for
the Business of Green and ESG-related Lending”. In terms of business
performance assessment, the Bank has included into its “Annual
Performance Assessment” such elements as the quantitative indicators
of the green deposits, green loans, green bonds and the indicators of how
well its portfolio of investments and loans is geared towards low-carbon
economy. It has also given due considerations to such indicators in the
assessment. In terms of business operation, the Bank has set quotas on
spending on printing and low-value consumables in its budget. In “ICBC
(Asia) Management Measures for Centralised Procurement”, the Bank
stipulated the importance of “saving resources, environmental protection
and responsibility” and the preference to energy-saving and environment-
friendly goods. The “ICBC (Asia) Management Measures for Centralised
Procurement Supplier” also stated that suppliers should possess relevant
environmental certifications at the time of admission.

Green finance products and services

Endeavouring to enhance its integrated service capability, the Bank
closely monitors market, policy, and industry development trends to
build up a suite of products and services comprising, among others, green
and sustainable loans, green deposits, green mortgages and green trade
financing. And the Bank has consistently increased its underwriting
and investment capacity in green and sustainable bonds, and actively
participated in the development of Hong Kong International Carbon
Market.

Forging ahead with the strengthening of green and sustainable loan
business. In 2023, the Bank either arranged or participated in various
types of loans, including green loans, social loans, and sustainability-
linked loans for clients in industries such as environmental governance,
transportation, real estate, energy and finance. As at the end of 2023,
the amount of green and sustainable loans totalled HK$24.307 billion,
representing an increase of 52.86% compared to the beginning of the
year. Furthermore, the Bank completed the first green trade financing
transaction in Renminbi within the ICBC Group and in the Hong Kong
market. The innovative combination of “Renminbi + Green Finance” has
further expanded the cross-border Renminbi financial servicescape and
enhanced the green financial product and service system.
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Active participation in the green and sustainable bond market. The
Bank participated in high-profile prime projects in the market, including
the world’s largest green dim sum bond, Asia’s largest social bond, and the
largest green dim sum bond for Hong Kong-funded enterprises. A total of
22 green and sustainable bonds were underwritten. Investment amount in
green bonds, social bonds, sustainability bonds, and sustainability-linked
bonds increased by approximately HK$5.79 billion, covering industries
such as banking, real estate, and utilities. As at the end of December 2023,
the amount of bond investments totalled HK$13.895 billion, representing
an increase of 71.47% compared to the beginning of the year. Furthermore,
the Bank has successfully completed its first reverse repurchase transaction
of ESG bond using the Hong Kong SAR Government green bond as
collateral, helping investors to revitalise their assets while further
enriching the Bank’s practical track record in green and sustainable
investment and financing.

Bk 1 4o € B T 465 B vk 20 RN DL Table 1 - Breakdown of green and sustainable investment and financing
B g (Unit: HK$ hundred million)
20234
20234F | RSB AR
A Lk 2023 Year-end
L% 2023 Year-end | Bond Investment
Categories Loan Balance Balance
e Sah il 67.90 89.05
Green
g T 2.19 26.92
Social
R R 0 22.67
Sustainability
T A S B S 172.98 0.31
Sustainability-linked

B & T AR B AR GRAT I D AR (R 4B RN AR 0 47
AR - TR TSR ARHUT o E IS B T 4t
JERMIIRERAL - AESRG R Iy Wi > FAAT R B
TER PRSI - D Sk G 1 0 AR B BT =2 > B %
500 B i ok (R SR R ERPEAE B 4 M) iy
EEWIE s R AR SRR e B R
AR R 18% o AEBRBAFK T Wi > M 0] B S A
Ko SEREZ W - ZIREAL - U = %
SRR ERER Gh e L DI EVAN R il RS Gl
SE AR RO O S BUET8. 63T - Ik
41 1R:281.88% © I [H] BT A A Bk 1047 3K 4 00 i
EHEMMROIEE - BEa T

Meanwhile, following the launch of green mortgages and green deposits in
2022, the Bank has stepped up marketing and enhanced the functionality
of its products and services in 2023. For green mortgages, the Bank has
been providing information on its website and partner channels, and has
encouraged customers to purchase residential properties listed in the
Hong Kong Green Building Council’s BEAM Plus Residential Properties
Directory. In 2023, the amount of green mortgage loans granted increased
by 18% year-on-year. For green deposits, the Bank has responded keenly
to customer demand by enriching the currency and maturity options for
fixed deposits, expanding the choice from three major currencies and two
maturities to eight commonly used maturities. In 2023, the transaction
value of green deposits amounted to HK$7.863 billion, representing a
year-on-year increase of 281.88%. All green deposits received during the
period were allocated to eligible green projects with fund allocation as
follows:
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W62 B A0 A7 5 4 0 4 i L Table 2 - Allocation of funds from green deposit*
BN flike
Categories Percentage
Rk 54.98%
Green Buildings
g Seaiibiing 17.98%
Clean Transportation
IEES VP g 13.02%
Pollution Prevention and Control
] AR RE TR 9.10%
Renewable Energy
REVR A i 2.89%
Energy Efficiency
AR AR K DN 75 K A L 2.03%
Sustainable Water Resources and Wastewater Management
&zt 100%
Total

* AR P B LR ERAT (B M) SR A7 BAERE > ARRATHE * According to the Green Deposit Framework for Industrial and Commercial
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Bank of China (Asia) Limited, independent third parties are invited to conduct
an annual audit on the Bank’s green deposits and related green projects. The
framework is available for viewing on the Bank’s website.

Furthermore, in terms of ESG-themed wealth management, the Bank
actively supports the Hong Kong SAR Government by providing online
channels for customers to subscribe to the Government retail green bonds.
It has introduced a diverse range of high quality ESG-themed funds in
collaboration with experienced fund management companies. An ESG
information page has been incorporated into the Bank’s website, providing
educational videos and feature reports. Market insights and investment
outlook on ESG-themed investment have been shared on various social
media platforms to help investors gain a better understanding of market
development trends and to provide them with a wide range of green and
sustainable investment solutions. As at the end of 2023, the Bank offered a
total of 110 SFC authorised ESG funds.

Green and low-carbon operations

The Bank is committed to putting low-carbon operations and
environmental protection into practice. To build a green workplace,
realise green operations and provide green services, the Bank has made
efforts to review its own greenhouse gas (“GHG”) emissions, promote
environmental protection, advocate energy saving and consumption
reduction, and pursue digitalisation and informatisation of its operations.
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Raising environmental protection awareness. The Bank continued to
raise the awareness of environmental protection among employees and
the public through a myriad of activities and publicity. Internally, the
Bank has implemented the “Green Office” programme, which included the
installation of recycling bins and bulletin boards about green operation
in the office area and the creation of “The Green and Low-carbon Life”
column on the company’s intranet. It has also mobilised staff to organise
and participate in activities such as the “Lai See Reuse and Recycle
Programme 2023” and “Green Recycling Lunchtime Seminar 2023” to
facilitate the integration of green concepts into its corporate culture.
Externally, the Bank has fully participated the “Earth Hour”, an event
initiated and organised by the WWE-Hong Kong, for 14 consecutive years.

In 2023, the Bank supported the event as a premium sponsor for the first
time. In collaboration with the Hong Kong Federation of Youth Groups,
it has launched the “Youth Decarbonisation Platform”, inviting 591
primary schools, 508 secondary schools, and 34 tertiary institutions and
universities across Hong Kong to register and participate in the campaign,
which encouraged young people to adopt a list of ten carbon-reducing
habits in their daily lives and inspired them to pay attention to global
climate change and other environmental issues.
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Photo 1: In November 2023, ICBC (Asia) Charitable Foundation and the
Hong Kong Federation of Youth Groups jointly launched Hong Kong’s
first youth-led and youth-driven “Youth Decarbonisation Platform”,
inviting all schools in Hong Kong to participate and stay at the forefront of
carbon reduction initiatives on campus.
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Emphasis on low-carbon daily operations. The Bank continued to
implement various energy-saving and waste-reduction management
measures. It has introduced fuel consumption management and control
for business vehicles, standardised a lighting schedule for branch signage
and outdoor lighting to reduce electricity consumption, and arranged for
recycling contractors to regularly recycle packaging boxes, paper, metals
and plastics in the Central and Kwun Tong office buildings. More energy-
efficient LED lamps and light strips have been used in the construction
of new branches, while certain furniture, electrical equipment, and office
supplies from old branches have been reused. The Bank has increased the
level of digitalisation in its operations and management using technology,
systems and other resources. Supported by the self-developed Easy Case
Management System (“ECS”), an integrated management platform using
low-code technology, the Bank has established a unified and standardised
operational workflow for building an online and paperless green office. By
Year 2030, the Bank plans to have the lighting and air conditioning systems
replaced with the more energy-efficient ones (if applicable) in phases at its
branches and offices. It also aims to replace some of the gasoline vehicles
with electric ones, replace at least half of its electrical appliances with Class
I energy-saving devices, and recycle at least half of its waste.

Improving the environmental efficiency of its services. The Bank
continued to optimise its mobile banking, the “ICBC Smart Invest” app,
and other online platforms, bringing the e-banking usage rate of retail
customers to 86%. Actively encouraging customers to switch to electronic
statements and online notification services, the Bank achieved a 98% rate
of retail customers using the electronic statement service, resulting in a
corresponding reduction in energy consumption for printing, packaging
and postage. The newly launched project linking ECS to the online banking
system enables customers to place and submit instructions electronically,
while the electronic Master Terms and Conditions (T&C) project provides
customers with added convenience and flexibility in accessing the terms
and conditions they request, thereby reducing the need for printed
documents.

In 2023, the Bank signed up for the “Energy Saving Charter 2023” under
the Hong Kong Environment and Ecology Bureau and was awarded the
“Charter on External Lighting - Diamond Award”. In the same year,
the Bank also received the “Wastewi$e Certificate” and the “Hong Kong
Green Organisation Certification 2022-2024” from the Environmental
Campaign Committee. These accolades highlighted the Bank’s efforts
and achievements in environmental protection, energy conservation, and
emission reduction.
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Table 3 - Direct and indirect greenhouse gas emissions (“GHG”) from

business operations*
Unit: tonnes of carbon dioxide equivalent

i EUR 20234 20224F 20214F
Scope Breakdown 2023 2022 2021
el A S i T T T A ki 61.57 59.70 57.99
Scope 1 Direct GHG emissions from fuel consumption by the Bank’s own means of
transport*
Hii [ 2 R AL ITINAEE T 3,934.24 4,048.36 4,096.98
Scope 2 Indirect GHG emissions from electricity consumption at business operation
and office
B e R B BT T DL Table 4 - Progress towards the targets for decarbonisation*
g b4
£ 20234% Y-0-Y
Indicators 2023 Comparison
B OMABITIHFENE S (T ) 7,687,339 W01.41%
Electricity consumed in business operations and at office premises (kWh) Decreased by
1.41%
A7 @ i TRAERR I OF) 22,775.01 B n3.43%
Fuel consumed by the Bank’s own means of transport (L)* Increased by
3.43%
B WAL () ~ 90.66 B4 IM110.79%
Paper consumed in business operations and at office (tonne)* Increased by
10.79%
B SR R P G — - ) (S 3,995.82 Wib2.73%
Total GHG emissions from the Bank’s own business operation as defined in Scopes 1 and 2 Decreased by
(tonnes of CO2 equivalent) 2.73%
HE BT HHBIEE(%) 98% S
Electronic statement’s penetration rate among customers (%) Remained at
the same level
HERTHRITBER(%) 86% | SN LA T4
Electronic banking’s penetration rate among customers (%) Up by 1%

* i T LR B L 7 s B Ol A BT T S 5 AL 2 1)
Z B e BRI P R O 2 R W Y B (ELE 2 k% -

* i JE 235 LA 8 % e o B AR A B R T 7 Ak

* AR % ) AR G e AR AL AR R
TR ETHTE

Calculation in scope 1 is based on the emission factors and global warming

potential values provided by the Environmental Protection Department of the
Hong Kong SAR government and the Intergovernmental Panel on Climate

Change.

* Calculation in scope 2 is based on the emission factors provided by HK Electric

Investments Limited and CLP Power Hong Kong Ltd.

* The increase in fuel and paper consumption was mainly due to the rise in
business volume as societal activities normalised post-pandemic.

75



o R R SRAT () AR A

Industrial and Commercial Bank of China (Asia) Limited

W5 S5 B 36 16 B3 ok BE SR i DL

i
Annual Report 2023

Table 5 - Overview of the disposal of electronic information equipment
used in operation

By & Unit: sets

B LAE
JH BN 20234F Y-o-Y
Items 2023 Comparison
B 300 -23.66%
Desktop computers
RO 167 -4.02%
Monitors
RO A BN 53 -23.19%
Laptop computers
T E AR /A4 Bl 7% 52 -33.33%
Printers/Scanners
FoAth /N S 54 -12.90%
Other Small Devices

B AEE
W
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2, SOCIETY

1)

Serving customers

The Bank always puts customers first and is committed to serving the real
economy. It highly values the social benefits of its operations, consistently
refines its infrastructure and product and service systems and makes
considerable efforts in enhancing the capabilities of its technological
innovation and levels of customer service.

Improving the standard, quality and efficiency of service. In 2023,
the Bank launched a pilot programme called “ICBC Sharing Station”
to expand the non-financial service functions at its branches, offering
a range of fundamental services and facilities for the public’s benefit,
including making available at its branches items such as charging cables,
magnifying glasses, medicine kits, umbrellas, drinking water, reading
glasses and calculators for customer use. On completing the review of the
“ICBC (Asia) Guide to the Standardisation of Services at Branches”, which
instated clear guidelines as in “The Treat Customers Fairly Charter” and
the “Guideline on Barrier-free Banking Services”, the Bank set unified
standards for ambient services at branches, including proactively greeting
customers, business and service triage, concise notice display, and the
provision of barrier-free facilities. External appraisers were commissioned
to pay incognito visits to branches in the guise of customers to conduct
service evaluations. Four rounds of inspections totalling 176 patrols and
checks were carried out on customer service personnel at 44 branches. The
evaluation scores showed improvements compared to the previous year.
As at the end of December 2023, on a year-on-year basis, the number of
customer commendations received increased by 11%, while the number of
customer complaints referred by regulators decreased by 32%.
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Industrial and Commercial Bank of China (Asia) Limited

Safeguarding customers’ personal information and ensuring asset
security. The Bank expanded the scope of application of its e-Banking with
Soft Token authentication to provide added protection to customer assets.
It has developed and implemented a system that prompts anti-fraud alerts
and customer notification for over-the-counter transactions. Using the
“Red Flag Alert” system, employees are alerted and customers are notified
when suspicious transactions arise. This system covers various processes
of transactions, including transfers, bank card applications, e-banking
registrations, and password resets. Furthermore, the Bank introduced
artificial intelligence to enhance its anti-money laundering system for
detection and alert of suspicious money laundering transactions. In
2023, the Bank was honoured with the Silver “Privacy-Friendly” Award
organised by the Office of the Privacy Commissioner for Personal Data,
Hong Kong.

Enhancing digital innovation and service capabilities. The Bank has
upgraded its mobile banking 8.0 with a fresh new look, with newly
launched online currency-linked deposit services and a unified interface
for both domestic and international accounts. It has also improved the
services of “ICBC Smart Invest” and constructed a brand-new web portal.
It has significantly enriched the servicescape, broadened the online
functions of its integrated merchant acquiring services, and facilitated
cross-border payment via Fast Payment Services (“FPS”). Additionally, it
has supplied tablet computers at branches, beginning with the six branches
in Central, China Hong Kong City, Causeway Bay, Sheung Shui, Mongkok,
and Sheung Wan, to strengthen the hardware support at the branch
level. Moreover, it has been shortlisted in the “e-HKD Pilot Programme”
run by the Hong Kong Monetary Authority as one of the participating
organisations in Chinese mainland and the Hong Kong SAR engaging
in the e-CNY cross-border pilot project, which ushered in the practical
application of e-HKD and e-CNY for cross-border payment and merchant
acquiring.

Financial inclusion

The Bank wholeheartedly embraces the concept of “financial inclusion”
and steps up its effort to provide financial services for disadvantaged
groups to meet their need for basic financial services, especially in remote
areas and public housing estates, while enhancing financial service
capabilities available to small and micro enterprises.
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Optimising the network of branches in various districts and extending
business hours. As at the end of 2023, the Bank had 43 branches and 4
personal banking centres, among which six were dedicated to financial
inclusion. Its branches in Tai Hing Estate, Tsui Lam Estate, Oi Man
Estate and Queen’s Hill Estate were the only brick-and-mortar branches
providing comprehensive banking services in the respective public
housing estates. In addition, the Bank operated 125 automatic teller
machines (“ATMs”), including 30 in public housing estates and 11 near
such housing estates, which together accounted for more than 30% of
the total. To provide convenience to customers in different districts, the
business hours of five branches across Hong Kong, Kowloon, and the
New Territories have been extended to specified times on Saturdays and
Sundays. At the same time, the business hours of the Queen’s Hill Branch
have been adjusted from 9 am to 5 pm to 10 am to 6 pm (from 10 am to
6:30 pm on Fridays) to cater to the differing habits of customers in specific
districts.

Enhancing the capability to serve disadvantaged groups. In 2023, the
Bank set up the first “inclusion workshop” to build a thematic branch for
social inclusion. Through cooperation with social welfare organisations,
it provided a shared space for underprivileged children, teenagers,
and families to hold interest classes and other community activities.
Meanwhile, the Bank continued to improve barrier-free facilities at its
branches, including the provision of movable ramps, barrier-free service
counters, inductive hearing aids, and service bells.

Strengthening support for small and micro enterprises and technology
startups. In 2023, the Bank utilised big data to innovatively introduce
settlement loan products for these enterprises to meet their funding needs
for operations and development, benefitting companies in such industries
as local wholesale and retail, engineering, trading, and technology. Riding
on the policy of building the Qianhai District into a pilot financing
platform to support the technology and innovation sector, the Bank
launched the “N+1” intellectual property pledge financing project in
the Shenzhen-Hong Kong Innovation and Technology Co-operation
zone, the first of its kind in the Greater Bay Area. It also promoted the
formulation of the “Opinions on Supporting the Development of Credit
Business of Technology and Innovation Enterprises”, which supported
the enhancement of capabilities of financial service targeting technology
and innovation enterprises through the area of policies and loans product
offerings.
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Giving back to society
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Photo 2: In March 2023, the “ONE ICBC Social Service
Team”, together with the themed-project of the ICBC
(Asia) Charitable Foundation, visited households of
local individuals with disability, delivering care and

compassion.
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The Bank diligently practises the philosophy of giving back to society. It
fully utilises the platform of the ICBC (Asia) Charitable Foundation to
promote social inclusion, environmental protection, cultural inheritance,
youth development, and charitable programmes. In recognition of its
active fulfilment of social responsibilities, the Bank has been endorsed with
the “Caring Company” logo for 21 consecutive years.

Bringing together the power of public welfare and charity. In 2023, the
Bank continued to delve deep into local communities to provide support
to the grassroots. The “ONE ICBC Social Service Team”, together with
the thematic projects of the ICBC (Asia) Charitable Foundation, has
been unifying the power of ONE ICBC through active organisation and
participation in a wide range of volunteer activities. In 2023, more than
350 employees in Hong Kong contributed over 2,000 hours of volunteer
services, benefitting more than 600,000 individuals.
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Photo 3: In 2023, the “ONE ICBC Social Service Team” made multiple
visits to local communities, engaging in various types of volunteer services

and training, actively fulfilling corporate social responsibilities.

The Bank has held the position as the Chairman of Caritas Hong Kong
Fund raising Committee for 25 consecutive years and actively supported
diverse charitable endeavours such as “Charity Raffle Sponsorship”,
“Caritas Star Studded Charity Show”, “Cultural Fundraising Activities”,
and “Step for Love — 2023 ICBC (Asia) & Caritas Charity Walk”. The
Bank has consistently participated in the esteemed Hong Kong charity
event “Community Chest’s Walk for Millions” for 12 consecutive
years, raising funds for 24 Hong Kong Community Chest member
social welfare agencies dedicated to providing services for families and
children. Furthermore, the Bank has been promoting socially responsible
procurement and supporting the development of social enterprises such
as “Caritas La Vie”, “Codekey Cookies”, and the Arts with the Disabled
Association Hong Kong.
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Photo 4: In January 2023, ICBC (Asia) participated in
the annual charity event “Community Chest’s Walk for
Millions” in Hong Kong for the 12th consecutive year.
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Photo 5: In June 2023, ICBC (Asia) mobilised its employees and their
families to participate in the “Step for Love - 2023 ICBC (Asia) & Caritas
Charity Walk”, raising a total of HKD1.8 million for Caritas.

The Bank gives its full support to the poverty alleviation measures
implemented by the Hong Kong SAR Government. As an active supporter
of the programme “Strive and Rise”, the Bank organised “Strive and Rise:
Shadow Employee Day”. Participants were given the opportunity to engage
in thorough discussions with the Bank’s management and gain insights
into a bank’s internal operations and working environment through
interactive sessions and mentorship. This activity aimed to inspire young
individuals to formulate their personal and career development plans and
contribute to solving the issue of intergenerational poverty.

-

Photo 6: In July 2023, a group of mentors from ICBC (Asia) and students
formed supportive bonds in the “Strive and Rise” programme.
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Photo 7: In September 2023, ICBC (Asia) together with
Caritas Hong Kong, organised a community financial
seminar entitled “Financial Inclusion Community

Programme” to promote proper financial management
concepts to the local community.
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The Bank also engages extensively in community financial education.
It organised the “Financial Inclusion Community Programme” and
participated in the “Digital Literacy Programme” organised by the Hong
Kong Association of Banks to promote financial literacy in the local
community. Through its “Board Game Edutainment Programme”, the
Bank recruited employees as volunteers to play board games with children,
the elderly and people with disability, thereby facilitating communication
and interaction among different social groups, fostering understanding,

and contributing to building an inclusive community.
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Photo 8: In December 2023, the ICBC (Asia) Charitable Foundation,
in partnership with a social welfare organisation, held a “Board Game
Edutainment Programme” at the Sham Shui Po branch. The “ONE
ICBC Social Service Team” offered companionship and interacted with
participants through shared games, fostering community inclusiveness.

In its efforts to foster cultural and sports development in the local
community, the Bank has sponsored the closing performances of the
Hong Kong Arts Festival for 11 consecutive years, supporting top local and
international artists to present high-quality cultural and artistic works to
various sections of society. Furthermore, the Bank secured the exclusive
financial partnership with the Hong Kong, China Delegation from 2023 to
2026, demonstrating its commitment to leveraging its financial strength to
support sports development in Hong Kong. As part of this commitment,
the Bank sponsored the “2023 Olympic Day” running event, drawing
around 3,000 participants and encouraging the entire community to
embrace the joy of sports.
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Photo 9: In March 2023, Dr. Liu Yagan(right),
Chairman and Executive Director of ICBC (Asia),
Mr Chan Kwok-ki (middle), Chief Secretary for
Administration of the Hong Kong SAR Government,
and Mr. Victor Cha Mou-zing, Chairman of the
Hong Kong Arts Festival Society (left), attended and
exchanged ideas at the closing performance reception of
the 51st Hong Kong Arts Festival.
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Photo 10: In June 2023, Dr. Liu Yagan (second from the right), Chairman
and Executive Director of ICBC (Asia), and Mr. Timothy Fok Tsun-ting
(second from the left), President of the Sports Federation & Olympic
Committee of Hong Kong, signed a memorandum of cooperation,
witnessed by Mr. Kenneth Fok Kai-kong (far right), Vice President of the
Sports Federation & Olympic Committee of Hong Kong. ICBC (Asia)
officially became the exclusive financial partner of the Hong Kong, China
Delegation for the period from 2023 to 2026.

The Bank, through the ICBC (Asia) Charitable Foundation, joined hands
with the Hong Kong Federation of Youth Groups to launch the “Be with
You - Youth Basketball Training Programme”. The programme aimed
to support young people in the Northern Metropolis of Hong Kong to
participate in sports tryouts. The selected participants received advanced
basketball training from a professional coaching team comprising current
and former Hong Kong A1 Division Championship members to help
young people explore and unleash their athletic potential.
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Photo 11: From August to December 2023, the ICBC (Asia) Charitable
Foundation, in collaboration with the Hong Kong Federation of Youth
Groups, launched the “Be with You - Youth Basketball Training
Programme”, providing sports training opportunities to young people.

Cultivating communication and integration with the Mainland.
The Bank, through the ICBC (Asia) Charitable Foundation, launched
an education programme of “Understanding the One Country, Two
Systems”. A publication titled “One Country, Two Systems: 100 Questions
and Answers”, compiled in collaboration with the China Education
Culture Exchange Foundation, was donated to 515 primary schools and
447 secondary schools across Hong Kong, reaching a total of 600,000
students. The Bank also launched a “One Country, Two System - Call
for Questions” campaign and co-organised a civic education forum with
the China Education Culture Exchange Foundation. In cooperation with
the Association of China Trend Studies, it also held the “One Country,
Two Systems: Knowledge Contest” for primary and secondary school
students and organised the “One Country, Two Systems: Greater Bay
Area Exchange Tour” to enable local young people to experience the
lifestyle of the One-hour Zone in the Greater Bay Area and to deepen their
understanding and knowledge of Chinese history and culture through
activities such as visits to museums and historical sites.
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Photo 12: In 2023, the ICBC (Asia) Charitable
Foundation launched the “Understanding the One
Country, Two Systems” education programme,
collaborating with the China Education Culture
Exchange Foundation to compile the book “One
Country, Two Systems: 100 Questions and Answers”.
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Photo 13: In December 2023, the ICBC (Asia) Charitable Foundation
organised the "Understanding the One Country, Two Systems - Greater

Bay Area Exchange Tour", providing opportunities for local students to
experience Chinese history and culture by visiting the Mainland.

Caring about the employees

The Bank has always upheld a “people-oriented” development philosophy.
It advocates youth employment and cares about its employees” well-
being and development. Continuous efforts have been made to foster a
harmonious work environment to increase staff satisfaction, cultivate a
sense of belonging, and nurture their personal growth in tandem with the
Bank.
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Strengthening talent acquisition and nurturance. The Bank constantly
improves its talent acquisition system. The Bank’s continued
participation in “New Graduates - New Opportunities Scheme”, the
“Summer Internship Programme for Undergraduates” set the stage for
the employment and growth of young individuals. In recognition of its
participation as one of the first enterprises in the “Scheme on Corporate
Summer Internship on the Mainland and Overseas”, the Bank was
presented with an award by the Hong Kong SAR Government. It also
actively supported Hong Kong SAR Government’s talent admission
policies and participated in schemes such has “Top Talent Pass Scheme”,
“Quality Migrant Admission Scheme”, and “Admission Scheme for
Mainland Talents and Professionals” to attract outstanding talents
from around the world. It is dedicated to improving its training and
development mechanisms. The Bank has implemented the “3E” talent
development programme, which focuses on providing employees with
valuable experience (Experience), exposure to various areas (Exposure),
and comprehensive training and development opportunities (Education).
This approach enables individuals from diverse professional backgrounds
to pursue interdepartmental and multi-pronged learning opportunities.
The Bank has also been encouraging employees to pursue continuous
education, supporting them in obtaining professional qualifications,
while collaborating with professional institutions, renowned universities,
and industry experts to provide employees with diversified and multi-
disciplinary training resources. Focused areas of such training cover
a wide range of topics, including “Data Scientist Programme”, “Green

» o«

Finance”,

» o«

Carbon Neutrality”, “Leadership Development Programme”,
and “Training for Campus Recruits”. As a testament to its commitment to
talent development, the Bank was honoured with the “Talent Development
Award” by the Hong Kong Institute of Bankers (HKIB).

Wi 6 EL 3% 94 0L Table 6 - Staff training and development

B YH
Categories Numbers
B TEIAE (B - 5T) 207
Staff training sessions (both online and offline) during the year

FERNB TR (BIEEE -~ 5T 77,407
Staff members trained (both online and offline) during the year

AR (VD) 38.8
Average training hours per person (hours)
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Creating a culture of diversity and inclusion. The Bank has been
committed to promoting the development of a diverse workforce and has
been actively facilitating cultural integration by organising cross-border
exchanges and offering language courses. It has been strictly adhering to
anti-discrimination laws and privacy regulations in Hong Kong, ensuring
the protection of employees’ rights and providing equal employment and
development opportunities.
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W37 2 o0 Bt it Table 7 - Building a diverse team

B 20234
Categories 2023
BTHE (&) 3,078
Staff numbers
Lo B AL H (%) 55.2%
Female staff as a percentage of the total
M B AR L (%) 44.8%
Male staff as a percentage of the total
o B A7 LPEAG (%) 44.2%
Women as a proportion of managerial staff (%)
For AL A ARG L (%) 55.8%
Men as a proportion of managerial staff (%)
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Caring for the physical and mental well-being of employees. The Bank
continues to improve its employee benefits and goes an extra mile to
care for its employees on special occasions and major festival seasons.
At the same time, it prioritises the physical and mental well-being of
employees through organising a diverse range of team-building activities
and providing support services such as psychological counselling and
hotlines. The Bank has also refined its employee mortgage loan policy and
introduced a new shuttle service for staff in the North District of the New
Territories, as well as organised a total of 174 events, including a corporate
sports day and cultural and sightseeing tours in the Greater Bay Area.
These endeavours aimed to cultivate a harmonious environment where
employees can thrive, fostering a sense of joy in their work and promoting
a healthy lifestyle.

Photo 14: In November 2023, Industrial and Commercial Bank of China
(Asia) held its first Employee Sports Day.
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Communication with diverse stakeholders

AR GRAT RIS KT B R SR o B b B B A
JSRAT R 2655 B R 2 i B AE - WA 58 5 0 i
SRR > B ) 468 A BEKCT AR T > M Bl B B n] R
BRAEE

PG ELEAT M DR - A ISR B R
170 B R k> BEHORT AU R UL -
TEW -~ EHEREH - TR B K U 88 T A A U T Y
Wk o ST 2 B B BT ERUR 5 ARRATIRR
PRA TE B R RO AH B R R R o R AT
IR AR B WA ASAT TR DR S B IR
RGeS R w47 B8R 7 A T
VEVE T )y B B A AR DU TS » ] AR (B
0 ISR > AR SRAT A < R R A SR AR L
B~ BRSO E - B RN
S5 Ay AR S B SROMEAT B 5 ST A 2 B SRUA L B
A TR(GS-1) %% T OURE Al & o I R MR S S
RSB > AT R B AR R B B - B AR
B~ {5 B TR W TAE B R AL -

TS O B WA o AR IRAT R U SRAT 4 B Bk
GRERTZAY  PEIITEMGROEMZESR
B~ U AR L0 T R A < 0 AR B AN AR T R
0 AT A < A O RO R T ARAL > DL Y
i I P sk 1 07 2 B S AT SR AL AR AR B R -
TR ARERAT RN 22 B Ak (A W] A R O B
/AR SR SR B BR TR A S R ) i E T
P> AREE B D A S Jal B B 7 T A A fR I
R RIS E ML 2 WS b g RAT W
GRROEMER GG ROSMTERE - R
Whal - DA Rk sk A7 AR 2B AFIE H) 5 df
SRATIF] 26 ~ ST AROM I 20l S O 1 P AL
2 Y S B ) A

The Bank maintains consistent and active communication with regulatory
authorities and peers in the banking industry through various platforms
and channels, and continuously improves its internal communication and
feedback mechanism to improve its operation and management to achieve
sustainable development.

Maintaining close communication with the regulatory authorities.
The Hong Kong Monetary Authority convenes a prudential meeting
with the Bank every year for the Bank to report on topics including its
development, financial forecasts, business plans, risk management, and
anti-money laundering efforts, and to issue reminders on major areas
of concerns. The Bank also submits relevant data and information in
accordance with various regulatory requirements. Through various
regulatory communication channels, the Bank has kept abreast of
changes in regulations and obtained guidance and advice to meet
regulatory expectations in terms of compliance and risk appetite,
business development direction, and work implementation. In 2023, in
the area of green finance, the Bank followed up on climate-related risks,
green classification framework, net-zero transition planning, enhanced
competency framework in accordance with Hong Kong Monetary
Authority’s recommendations and requirements, and actively participated
in the consultation meeting on the implementation of climate risk
management (GS-1), the net-zero transition questionnaire and other
thematic surveys to share information on the Bank’s development in such
areas as governance, risk management, strategic planning, and disclosure.

Deepening inter-industry exchanges and cooperation. The Bank is a
corporate member of a number of industry organisations, including the
Green Commercial Banking Committee of the Hong Kong Association of
Banks, the Green Finance Committee of the Chinese Banking Association
of Hong Kong, the Data Working Group of the Centre for Green and
Sustainable Finance under the Green and Sustainable Finance Cross-
Agency Steering Group in Hong Kong, and the Hong Kong International
Carbon Market Council of Hong Kong Exchange and Clearing Limited.
In 2023, the Bank actively participated in the development of the “CASG
Non-listed Company Questionnaire on Climate and Environmental Risk”
for small and medium-sized enterprises by the Centre for Green and
Sustainable Finance, providing feedback and suggestions based on its own
experience in climate risk management to enhance the questionnaire’s
applicability. It also attended multiple meetings of the Chinese Banking
Association’s Green Finance Committee, thematic lectures on green
finance, exchange seminars, and visited and exchanged ideas with green
industry enterprises. Furthermore, the Bank actively communicated and
exchanged views with peer banks and professional institutions on key
issues such as the net-zero transition at the portfolio and operational level.
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Improving internal feedback mechanisms. The Bank highly values
employee communication and feedback. It collects opinions and
suggestions from multiple perspectives and regularly reviews its
whistleblowing system which consists of a designated mailbox, specifies
the event classification and relevant departments of the reported
incidents, and clarifies and optimises the reporting and handling
procedures. Periodical questionnaires are distributed to all employees of
the Bank to gather their opinions and suggestions, with follow-up and
implementation. The Bank also continues to organise multi-level and
multi-themed discussion seminars, providing opportunities for employees
to engage in face-to-face communication with the senior management
and take account of viewpoints, ideas, and demands of employees from
different backgrounds.

3, GOVERNANCE

1)

Governance system

The Bank has established a governance structure for coordinating all the
efforts across the entire company to systematically promote green and
sustainable development. It has clearly defined the functions of the Board
of Directors in terms of leadership and supervision, the responsibilities
of the senior management and related professional committees in
terms of organisational promotion, and built an organisational system
and a working mechanism that involved multi-level participation and
interdepartmental collaboration.

Board of Directors

The Board is responsible for supervising and managing the Bank’s work
on green and sustainable development, deliberating on the major issues in
the big picture, and leading the Bank’s implementation of the new concept
of development. It spearheads the drive for sustainable development.

Risk Management Committee of Board of Directors sets the bank-wide
risk appetite framework into which climate risk has been integrated. It
approves and reviews the risk appetite statement, the results of the climate
risk stress test, key risk management policies and other significant risk
management matters of the Bank. The committee considers climate-
related risk factors in its decision-making process and business operation.

Strategy and Corporate Governance Committee examines and approves
the Bank’s green and sustainable development strategy and keeps itself
posted on the Bank’s progress in green and sustainable development. It
presses ahead with the refinement of the Bank’s governance system for
green and sustainable development.
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Senior management

Executive Committee vets the Bank’s key policies on system, mechanism,
and work plan for green and sustainable development; it is also briefed on
the Bank’s progress in the work on green and sustainable development.
The committee steps up its effort to ensure the adequate supply of
resources and the organisation and coordination to drive the Bank’s
sustainable development.

Senior Executive Risk Management Committee reviews the Bank’s
policies related to climate risk management, the risk appetite statement
and other risk management-related policies and reports; it also supervises
the climate risk stress test and climate-related scenario analysis, and has
incorporated climate risk into the Bank’s risk management framework.
The committee is also responsible for identifying and reporting promptly
any major climate risks and issues.

Green and Sustainable Development Committee organises, directs and
coordinates the Bank’s work related to green and sustainable development.
Its main duties include vetting and reviewing the Bank’s strategy for
green and sustainable development as well as its medium-term, long-
term and annual development goals; reviewing the Bank’s key policies
system, mechanism and procedure, work plan and assessment regime for
green and sustainable development. It supervises the progress made by
all the departments and business operations towards the goals of green
and sustainable development and the multilateral implementation of the
relevant strategies. The committee also vets or reviews the report on the
Bank’s progress in green and sustainable development.
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Approval of the “ICBC (Asia) Climate Risk Management
Policy (2023 edition)”

Risk Management Committee of Board of Directors

14 December

ik TR a5 P S Ak JaU B 78 3 0% (202348 W) )

o A L R B L B 11J]28H
Review of the “ICBC (Asia) Climate Risk Management " & 3 @J—FFA{ E". %5 . A
. o Senior Executive Risk Management Committee 28 November
Policy (2023 edition)
L (20234F B B 45 1 1 SR M0k Tt . "
EEEM 0 iﬂ‘: = néil‘ﬁ ?ﬂ{%)ﬂ@@ﬁ@]uﬁi&m> EHGARENE e 12141
Receipt of “Climate Risk Stress Test Reports under Given . . .
. N Risk Management Committee of Board of Directors 14 December
Scenarios for 2023
Bt (20234 B 5 45 58 15 S SR L B JRE 7 ) R N
A T ‘E'. ﬂﬂ%fﬁ ?ﬂ1ﬁﬂ&£l—j]7zﬁjnitﬁ1m> A R R B A7H
Approval of “Climate Risk Stress Test Reports under Given f X i .
. N Senior Executive Risk Management Committee 7 December
Scenarios for 2023
EHRGEREEEZAE 12/ 14H
=R AR o 4 He
B HR (2023 458, = 2 PE SR B R SRR ) Risk Management Committee of Board of Directors 14 December
Receipt of the Bank’s climate risk management report for T ———— 5
the third quarter of 2023 o ACE T B IR A 127H
Senior Executive Risk Management Committee 7 December
FEHL20224F A AT IS AR BB AT 195 LAY REE SR > B4 Ak (B
Al A o B A . "
ERLEEDEL | - |mmrerrezne 6H21H
Being briefed on the progress in implementing the Bank’s .
K . . X Strategy and Corporate Governance Committee 21 June
strategic plan, including the progress in the development of
green finance in 2022
BRI C20234F 55 — 25 J8 S 00 Ja By A IR ) HEHERBEREZE® 620H
Receipt of the Bank’s climate risk management report for | Risk Management Committee of Board of Directors 20 June
the first quarter of 2023 BB RS S e 5H30H
Senior Executive Risk Management Committee 30 May
FEAL TP SRAT (S ) Sk (B BEL W] o A9 4% Jo 0 i) X2 T B
(AESYiLE £ HEY 3H23H
Approval of ICBC (Asia)’s strategic plan on green and Board of Directors 23 March
sustainable development and related disclosure
FEHCE A TARALB R 20234 b 4F TAR AT - TF4F
TAE B B R 7 5% B T R of21H

Receipt of the conclusion of the work done in the first half
of 2023 and the dedicated report on the targets and action
plans for the second half of 2023 by seven working groups

PEHCE A TARALBR 20224 TAE M &S ~ 20234 TAFH
T T s 7 % S T

Receipt of the conclusion of the work done in 2022 and the
dedicated report on the targets and action plans for 2023 by

seven working groups

ROSLTFEERE R R e

Green and Sustainable Development Committee

21 September

3H14H
14 March
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Environmental, Social and Governance Report

A Mechanism for expediting work

WA — B P TAT > HREE - LR Adhering to the thoughts and principles summed up in the watchwords of
BR B AR > TR RS R E AT - W “Unified leadership, Labour division, Overall planning, and Concerted
VPO 1] = AR BH B P 0 A 8 - S R E R LAEALA effort” and under the unified leadership of the Board and the senior
A S E 2 T B AR VR T > L e 2T Ak G management, four departments were designated to jointly initiate the
S Bl L W) R A B R AT B TAE o work on the Bank’s green finance and sustainable development, and seven

working groups were established to study issues and implement policies in
their respective professional fields so as to make a concerted effort.

fok 00 BEL T R R T T B ORI

Chart on the governance structure for
green and sustainable development

EHE

Board of Directors

B B 438
HhERY

o el A B

ZHE .

Risk Management Committee of WhZH® Strategy and Corporate
Board of Directors Executive Committee Governance Committee

e g ~
e S50 5L 15
: RIE A

Senior Executive Risk .
Green and Sustainable

Management Committee
Development Committee

|

|

| . DU 8 1 W 2 B A A |
|

| Mechanism for expediting work under the joint leadership of four departments

LA TAE AL £ B4 SR IR SE S

Seven Working Groups on the Study of Issues and the Implementation of Policies in
Their Respective Professional Fields
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Risk management

Climate risk, as one of the risk types in the Bank’s overall risk management,
is managed under a framework in line with the Bank’s existing overall
risk governance system and the three lines of defence. The Bank has
a comprehensive risk management process in place for identifying,
measuring, monitoring, reporting, controlling, and mitigating material
risks as well as assessing its climate risk profile through scenario analyses,
stress tests, and other processes.

Continual improvement of the climate risk management mechanism.
The Bank makes persistent efforts to improve its climate risk management
process and regularly monitors changes in climate risk across the Bank
and its business lines, and fully evaluates the potential impact of climate
risk on finance, operations, and capital management. In addition, the Bank
continues to monitor the performance and implementation of indicators
relating to its climate risk appetite which is subject to review annually.

Strengthening climate risk identification and measurement. The
Bank has, in the ICBC (Asia) Climate Risk Management Policy, stated
the transmission pathways of climate risk, i.e., how climate risk can be
transmitted into traditional risks, such as credit risk, market risk, liquidity
risk, operational risk, legal risk, reputational risk, and strategic risk. It also
assesses the potential impact of climate risk on business activities.
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P 3¢9 Sl % i, gt 448 285 1 Table 9 - Transmission pathways of climate risk
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Types of traditional risks

Transmission routes of climate risk

SR JE B Sl R R — B3 RN S R A R R 0 A B TR B B TR AR

Operational risk

15 B 5% JE gt R SR AR SR B (L - 3% om A 1 B e £ T B
Credit risk Climate-related risk drivers may adversely affect borrowers’ repayment ability or
collateral value, which may increase credit risk faced by the Bank.
R AR ST AT A A (L Y S0 R B SR 8 [ 2 L B TTRE S 1B RRUA - %€
I35 T3 SR LT B AR T o
Market risk Substantial, sudden, and negative price adjustments may be triggered when climate
risk, which has not yet been incorporated into prices or valuation, materialises.
SR L B IR ) [ 3R T 5 R 5 O T U B M A R (AR L A R LR IS A
; JE) o 5 BEARAT 6 U B L
T ' b RAT .(uuﬁJ' JEL B . o .
Liquidity risk Climate-related risk drivers may trigger liquidity demand from the counterparties of
qudity o the Bank (e.g. to withdraw deposits or draw down credit lines), which may increase
the Bank’s liquidity risk.
. H A R o KSR > SRAT I AN T e R B L T -
BerJa b

Extreme weather events may cause more disruptions to the Bank’s own operation
and its outsourcing arrangements.

SRAT P I SR AT A 199 5 0 SR T 728 2 1 i LA R B A AR B - 91
AR i e BB AR A AL AT R Y 1 SRAT AR S RE T i R A o

Reputational risk

3 % A

fiiﬂ Egli The Bank’s investments and businesses associated with climate risk may increase the
legal and regulatory compliance costs, e.g., litigation seeking financial compensation
against the Bank due to climate change.
W 5 T 35 0 2 2 S SR BRI AT B i~ AROBS R T 36 AT 3 B D S 1 > BR
A7 0T E T I B8 22 O TR UB, « 0ty 35 38 SRAT A A7 B D7 T AT A TTBLUES R A
JAERAT B 5 Al i 57 R P SR BRAR o

A A The Bank may face higher reputational risk as the market and customers

increasingly prefer low-carbon or environmentally friendly products, services, and
business activities. Negative perception of the Bank in any of the above-mentioned
areas may adversely impact the Bank’s ability to maintain or build good business
relationships with its customers.

TR L gt
Strategic risk

U R B IRy EEL N B8 AL B TG BRISE - 0 T 355 3 SR A s BRI A e T 2R 9 s e A
WEAE S WTREE R E BT TG o

Failure to respond promptly to the changing market environment such as the
market sentiment and expectations towards low-carbon or environmentally friendly

solutions may lead to the loss of competitiveness and market position.
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The Bank has established a methodology for identifying and assessing
climate risk regarding sectors and products. On the sector level, the Bank
applies a combination of qualitative approach and quantitative analysis
to identify and assess the climate risk. In the qualitative approach, the
Bank takes into consideration the guidelines and documents published by
regulatory authorities and international organisations. In the quantitative
analysis, the Bank refers to the historical data on losses due to physical
risk and carbon emission data relevant to transition risks. A heat mapping
approach is used to assess and evaluate the vulnerability of different
sectors to climate risk. In the heat map, vulnerability of sectors to “acute”
and “chronic” physical risks are analysed. For identification of transition
risk, sectors are evaluated based on four dimensions in the heat map,
namely “policy and legal”, “technology”, “market”, and “reputation”. After
considering all the above-mentioned factors, the levels of vulnerability
(namely high, very high, very low and low) of different sector to climate
risk can be obtained. The higher the vulnerability, the higher the climate
risk of a sector. To identify and assess climate risk on the product level,
the Bank analyses the level of physical risk according to the types and
geographical locations of the collateral. The credit risk-related assets
involved in physical risks are mainly properties-collateralised loans.
And the collaterals include residential properties, commercial buildings,
industrial properties, and shopping centres. The physical risk level of
such properties is determined by their latitude, longitude, altitude, and
geographical location. It is classified as high risk if the property is located
at a low altitude and in an area designated as a flood black spot by the
Drainage Services Department (“DSD”) or in a low-lying area designated
by the Civil Engineering and Development Department (“CEDD”) of the
Hong Kong SAR. Alternatively, the property is classified as low risk if it is
located at a high altitude and its location has not been designated by the
DSD as a coastal area or in a flood black spot area or designated by the
CEDD as a low-lying area.

The Bank also measures and assesses climate risk on the asset portfolio
level, counterparty level, and operation level. For asset portfolios, the
Bank monitors their climate risk exposures to assess the concentration risk
and ensure the exposures are within the risk appetite. For physical risk, the
analysis focuses on the geographical locations of the collaterals, clients’
business operation and the key assets. For transition risk, the Bank mainly
takes into account carbon emission, energy consumption and sensitivity to
climate policies of different sectors. Counterparty-level assessments are
conducted based on in-depth analyses of its major customers in the high
climate risk sectors. The Bank analyses the financial positions, strategies
for transitioning to low-carbon business operation, and the progress of
the transition, etc., of the counterparties. On the operation level, the Bank
assesses the resilience of its own facilities, business operations and major
outsourcing arrangements to climate risk as well as its vulnerability to
physical risk brought about by extreme weather events.
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traditional risks
SRR R M BB S
SRR M B R Affected businesses or operation/ Time horizons of
Types of climaterisks | Categories Impacts Types of traditional risks the impacts
o BEESEHR  ERETRRNE (NEE-E | WENMBICTES (ETRBREC X
GRME - QUM E)  SROENRE  SUE | BRIBERC LR FbE R A
TR (A THERE - LR%0E) F2R | 50 - FREMRETE AMEE RE
N AP AT B Properties-collateralised loans (residential
S HE ¢+ Reduced revenue or increased cost due to damaged | mortgage, commercial mortgage, and
Acute business facilities, decreased production capacity other loans with properties as collaterals),
(e.g., suspended operation, transport difficulties, real estate-related sectors, utilities sector,
supply chain interruptions), decreases in sales or agriculture sector S HEM
R productivity (absence of employees for health or B . N Siort-term ’
Physical risks saf?ty FeLasons) BT A S RIEBEINBEH medium- t(; long-
o VEGRERE T The Bank’s own facilities, operations and erm J
+  Decreased valuation of properties or facilities major outsourcing arrangements
o BABEGSARAHRE
B «  Write-offs and early retirement of existing assets
- o RERFEDRAE [FERER] BN EE S
Chronic \
DA
¢« Increased insurance premiums and reduced
availability of insurance on assets in high physical
risk locations
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S B FiR RS Affected businesses or operation/ Time horizons of
Types of climaterisks | Categories Impacts Types of traditional risks the impacts
o REOBBEBRTMRE LT BB RA
il
«  Increased operating cost due to higher compliance
cost and insurance premiums —
sy | ¢ SRRSO KA R o e
g o
Policy and legal ) . . medium- to
o Write-offs, provisions, and early retirement of
. . long-term
existing assets due to policy and legal changes
o SRR EITEE B R B
+  Increased costs or reduced demand for products and
services
o BABERSARTRE
¢« Write-offs and early retirement of existing assets
o EmRHRRED
«  Decreased demand for products and services —_
- . CEREANEREMENTRLE SEAR o R
AHi or}t-term,
Technology o« Increased costs due to research and development medium- o long-
(R&D) expenditures in new and green technologies term
o B ERBIHA IR
«  Additional cost due to adoption/deployment of low-
carbon technologies
[2UE RN INIIEE N E A
o EFEEBATANE (EREKOER) S0E | % LR m e TS
HHER AR N HESBE
Transition risks «  Reduced revenue due to shift in consumer The assets of and investments in high
preferences (preference for eco-friendly products) transition risk sectors: energy, energy-
o DPRMERSHE - RERRMEBREINA (R | intensive utilities, metal, manufacturing,
JEIE) MR R AR transportation, and agriculture.
¢« Increased operating costs due to changes in material
prices and additional costs for production processes i EER
o (e.gﬂ., ﬁvias‘te treagnent) . o Short-term,
Market o ERTRBBED I Y BB medium- tolong-
«  Change in raw material prices due to abrupt shifts in erm
product demand
o WOAARAMOMGE LT REE R R
+  Decreased sales due to change in revenue sources
and composition
o MBEE (0CAREGE - 1 RS
%) HEE
«  Revaluation of assets (e.g. reserves of fossil fuel,
land, and securities, etc.)
o RURHERE BB R W SRS
KTHE > HRIA
. Reduce'd reve'nue ldue to lower'demand f'or‘products - B EEN
Bn or services with hlg}} carbon dioxide emissions Short-term,
Reputational » EEASARRRSIMA TR medium- to long-
+ Decreased revenue due to lower productivity or erm
smaller workforce
o BCEA BRI M BOATR R
+  Changes in investor appetite towards certain sectors
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Establishing a mechanism for monitoring and reporting climate risk.
The Bank adopts both quantitative and qualitative metrics and approaches
for monitoring the climate risk level and trend. It monitors the climate
risk-related exposures to ensure such exposures are within its risk appetite.
It monitors and reports the relevant exposures on the levels of sector,
geographical location, counterparty, and product, respectively; it also
conducts stress tests to monitor and assess the potential impact of climate-
related risks, and implements measures to control and mitigate climate
risk. These are promptly and regularly reported to the Senior Executive
Risk Management Committee and the Risk Management Committee of the
Board of Directors for review and consideration in decision-making.

Formulating measures to control and mitigate climate risk. The Bank
formulates measures and mechanisms to control and mitigate climate
risk, taking into account its development objectives and risk appetite,
and striking the right balance between costs and benefits. Sector-level
measures may include imposing limitations, applying more stringent
lending terms with the long-term goal of reducing exposure to sectors
with high carbon emissions or high climate risk. On the counterparty
or project due diligence level, the Bank considers the potential
environmental damage and climate risks caused by the construction,
production, and operation processes and applies more stringent lending
terms or incorporates climate-related risks in pricing. On the operational
management level, the Bank has taken risk mitigation measures such as
formulating contingency plans, taking out insurance, and relocating its
critical business operations away from locations with high physical risks to
ensure the Bank’s business continuity in the face of extreme climate events.

Conducting climate-related scenario analysis and stress test. In 2023, the
Bank further refined the stress test methodology by incorporating a set of
guidelines for the second round of the climate risk stress test issued by the
Hong Kong Monetary Authority to analyse the potential impact of climate
risks on asset portfolios and traditional risks. The climate risk stress test
methodology consists of a combination of qualitative and quantitative
analyses to assess and estimate the potential impact of physical risk and
transition risks on the Bank’s asset exposures, values of collaterals, and
operations. The Bank would then estimate its financial performance in
terms of the key metrics, including profitability and capital adequacy ratio.
The results of the climate risk stress test help the Bank develop appropriate
plans to strengthen its climate resilience.

Stress scenarios. The climate risk stress test considers both short-term and
longer-term time horizons and is combined with the scenario parameters
of the climate risk stress test under the given scenarios defined by the Hong
Kong Monetary Authority to provide a comprehensive assessment of the
potential impact of macroeconomic and climate change on the Bank. The
transition risks entail the adverse impacts of rising operating costs and
falling demands on high-emission sectors, based on the assumption that
major countries accelerate their transition towards a low-carbon economy.
For physical risks, the assumption is that Hong Kong would experience
several extreme weather events yearly between 2023 and 2027, including
severe tropical cyclones and black rainstorms. At the same time, scenarios
of China experiencing extreme precipitation and prolonged heatwaves are
introduced as new factors driving physical risks. More frequent extreme
weather events may result in damage to physical assets, disruption to
business activities, and hinderance to industrial production.
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TR T S A

Scenarios Descriptions

S SN R B BE ) [ %%
Short-term scenario Factors driving climate risks

BT IEE R R

Macroeconomic drivers:

T 55 P L i SR A

More frequent extreme weather events

T [ AR R AR B i DR AT 2652 B AS B ) 7 7 AR N T SR A A LS 2
Accelerated transition to a low-carbon economy, with high-emission sectors adversely affected
by rising operating costs and falling demand

BRIRAG TR T

Global economic downturn
Hong Kong economic slowdown
I K 7 T 1

Deceleration of China’s economic development

R 5 .

Long-term scenario

Tl 58215 5 (Below 2°C)

APEATWOE TR > BEE RO - RORAL AR B WK > B SR AT > AR
iR e g AR A

Orderly Scenario (Below 2°C)

A gradual and orderly transition, with the cost of decarbonisation falling as technology
improves, production demand changing as the transition progresses

7;'E'*@A"L'é‘%?(Delayed Transition)

TERRRN ) IR AF - AT oK AL BRSSO 0 AR AR g 3 4212 (L 7E20304F
A5 5 i I R

Disorderly Scenario (Delayed Transition)

In the first years of the transition, production demand changes slowly, and technological
advancement and the transition progress at a slower pace; but transition accelerates after year
2030.

i Z A B 5 (Current Policies)

TR SR BRI 20224 15 2 TR it 4 BB P A A B SRS B (BT D 2 PR - ok B ORI B VR
MRS AL O HAD YRR 0T 175 5 R S L T e

Hot House World Scenario (Current Policies)

Transition is limited to the scope of policies implemented by the end of 2022, carbon price
volatility is restricted, carbon emissions and energy mix change more slowly than in the other
two long-term scenarios

AERAT B G BT B JE 73 il I 25 1 7R 50 52 3 R Climate risk scenario analysis and stress test cover all major risk exposures
5 58 AL 52 e BT A 35 B JEB - I B R A RN B that are being or will be affected by climate change. The Bank conducts
ity > o Afr S A A B L B G ] A b 2 J o B ol ] 2% both quantitative and qualitative assessments to analyse how climate risk
IR EEEEMERNBREE i - ¥ s can be translated into risk drivers. Key considerations include changes in
BT R I R0 7% 0 o A T R e A i B R & - asset value and borrowers’ repayment ability as well as other factors that

R 7 R 4 B B o o

may have a significant impact on the financial position and operations of
corporate clients and are reflected in major traditional risk types.
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In 2023, the climate risk stress test conducted was mainly based on
short-term stress scenarios, taking into account the additional impact
of macroeconomic upheaval. For transition risks, stress tests were
conducted on both the portfolio level and counterparty level. The Bank has
developed transmission pathways to estimate the impacts on the financial
ratios of corporate customers based on the parameters and risk drivers
assumed under the scenarios of transition risk stress test. For physical
risks, the Bank has analysed the impact on the value of the physical
collateral of the loans (such as mortgages) in terms of geographical
location and stress scenario assumptions. For sectors associated with
high physical risk, the changes and impact on the financial positions of
the corporations and the potential losses faced by the corporations under
specified physical risk scenarios were projected. In addition, the Bank
has also analysed the losses arising from the transmission of physical risk
to operational risk. As extreme weather events may cause damage to key
facilities (such as branches and offices) and adversely affect the continuity
of operations, the Bank’s potential loss and extent of impact on operating
income have been estimated.

Stress test results showed that the Bank’s total capital adequacy ratio has
been maintained above a safe level, with low overall climate risk and high
climate risk resilience, taking into account macroeconomic upheaval and
short-term climate change impacts. Going forward, the Bank will continue
to assess the losses arising from the transmission of physical and transition
risks to traditional risks under different climate scenarios, and analyse
the potential impact of climate risk on the asset portfolios and traditional
risks.

Strengthening supporting facilities and measures for climate risk
management. To raise professional expertise, in 2023, the Bank
continued to organise thematic training on climate risk to equip its
workforce with climate risk-related knowledge. Such trainings included
the introduction of the Bank’s climate risk governance structure as well
as the identification, measurement, monitoring, and reporting process
of climate risks. It has also enhanced policy and system development
and has completed the annual review of the ICBC (Asia) Climate Risk
Management Policy, which together with an assessment of the policy
terms in accordance with the latest regulatory requirement, further raised
its compliance level of climate risk management. With regards to data
collection and data capturing process, as part of its efforts to collect and
capture data on climate risk, the Bank has adopted web scraping to extract
meteorological and geographic data through multiple websites and various
platforms to fill the external data gaps. Through greater collaboration
between the front, middle, and back offices, the Bank keeps enhancing
its capability of data collection, reporting, analysis, maintenance, and
updating for the effective implementation of climate risk management.
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Internal control and regulatory compliance

The Bank fully implements the requirements of ICBC Group and
regulatory authorities, faithfully fulfils the responsibility of internal
control and compliance management, optimises and improves the
internal process system, and continuously drives the development of long-
term compliance mechanisms to provide strong compliance support for
business development.

Effective enhancement of compliance management. Benchmarking the
new regulatory requirements of the Hong Kong Monetary Authority,
and combining with its actual business operations and development,
the Bank has completed the formulation or revision of various internal
control compliance, Anti-Money Laundering and Counter-Terrorist
Financing, operational risk, and legal risk-related regulations and systems,
including the “ICBC (Asia)’s Operational Resilience Management Policy”,
“ICBC (Asia)’s Operational Risk Management Policy”, “ICBC (Asia)’s
Operational Risk Event Management Measures”, “ICBC (Asia)’s Legal Risk
Management Policy”, “ICBC (Asia)’s Outsourcing Management Policy”,
“ICBC (Asia)’s Management Manual for Compliance Managers”, “ICBC
(Asia)’s Measures for the Management of Related Party Transactions”,
“Anti-Money Laundering and Counter-Terrorist Financing Policy”,
“Sanction Policy” and “Customer Due Diligence Manual”. The Bank has
been continuously following up on the implementation of optimisation
measures arising from regulatory inspections, and reporting to the Senior
Executive Risk Management Committee on a quarterly basis. It has been
actively identifying and evaluating compliance risks related to business
activities and significant legal risks for projects in coordination with the
Bank’s business development. It has also been conducting various internal
control inspections at branches and other operations, as planned on
an annual basis. In 2023, the Bank achieved an upgrade in the CAMEL
rating system, reaching the highest level in its history since inception. In
addition, following the international standard ISO 37301 Compliance
Management System certification obtained in 2022, it successfully
passed the re-evaluation by the British Standards Institution (BSI), an
international accreditation service provider for standards development
and accreditation.

Technology-enabled financial crime prevention. The Bank has
successfully deployed the Customer Risk Assessment System at its head
office. This deployment enhances the Bank’s customer due diligence
and customer risk classification management in combating money
laundering. It has also optimised the Sanctions Screening System for
money laundering watchlists and the Anti-Money Laundering Transaction
Monitoring System. The Bank is committed to promoting the application
of Regtech in anti-money laundering compliance, including the successful
implementation of two Regtech projects for network analysis and
machine learning. Additionally, the Bank has introduced Robotic Process
Automation (RPA) technology to provide systematic and automated
support for the workflow of financial crime prevention. In addition, the
Bank has been continuously deepening the integration of business and
technology to enhance regulatory management systems, mechanisms, and
processes such as supervision, reporting, investigation, and accountability.
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Photo 15: In November 2023, ICBC (Asia) attended the Inauguration
Ceremony of the Anti-Deception Coordination Centre, a joint platform
established by the Hong Kong Police Force and ten retail banks, with
the support of the Hong Kong Monetary Authority and the Hong Kong
Association of Banks.

Continued strengthening of compliance culture. In 2023, the Bank
formulated an annual compliance training programme consisting of 18
topics, covering such subjects as compliance culture, latest changes to
laws and regulations, the key regulations, and the Bank’s internal rules.
Various types of financial crime prevention and compliance training
were organised, including new employee training, online training for
all staff, specialised training for compliance managers on customer due
diligence, annual training for directors and senior management, and
systematic training for dedicated personnel, totalling 27 sessions with
over 6,000 participants. The Bank also initiated a large-scale case study
entitled “Alerts and Reflection”, which generated 84 articles and invited
professionals from organisations such as the Independent Commission
Against Corruption to hold three themed seminars. Furthermore, the Bank
published four issues of “Anti-Corruption Express”, four issues of “The
Fraud Risk Watch”, one issue of “Financial Crime Briefing”, four issues
of “Operational Risk Management”, and four issues of “Financial Crime
News Bulletin” to further strengthen compliance culture and raise the
awareness of risk prevention among all staff.
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Commercial Crime Bureau

Bi16: —F _=AF=HM+—H » B TR (58 Photo 16: In March and November 2023, ICBC (Asia) made two visits to
YH) S % w9 UCED B v S R B - B MR the Hong Kong Police Force, sharing the Bank’s practices and experiences
HEN B 73 52 SRAT 2E4T W2 7 2 A1 3R 1A AR ] T I R e B in combating commercial crimes with law enforcement and regulatory
DA o authorities.
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(TCFD) RECOMMENDATION INDEX

TCFD &tk M 2

Recommendations of TCFD

ity

Page number

and performance against targets.

a) Attt 7 S S SR A R A B 1) B 1 L 88-91
- a) Describe the board’s oversight of climate-related risks and opportunities.
i e p . o
Covernance b) SR £V S A LI A T 10 5
b) Describe the management’s role in assessing and managing climate-related risks and
opportunities.
a) I A CL A6 0 I o S 0 A L S 92-96
a) Describe the climate-related risks and opportunities the organisation has identified over the
long, medium, and short term.
s b) R ISR A I L B o S AL A S5 SO R B S A () 69
Strate b) Describe the impact of climate-related risks and opportunities on the organisation’s businesses,
& strategy, and financial planning.
o) HLUIAHAR BIE o RE 20 CLATT SRR R £22 ) F B A5 SRAR AR B 1 S A A B I 2 97-99
c) Describe the resilience of the organisation’s strategy, taking into consideration different
climate-related scenarios, including the 2° C or lower scenario.
@) F Al A ) A R SRR A o L e DA 92-96
a) Describe the organisation’s processes for identifying and assessing climate-related risks.
A b) A0 AL A B S A AR RS ) TR 97-99
. o b) Describe the organisation’s processes for managing climate-related risks.
Risk Management — — —
) FALARA ~ A R B SRR G 4 T 0 B AL A 11 T R B LA 92
c) Describe how processes for identifying, assessing, and managing climate-related risks are
integrated into the organisation’s overall risk management.
a) R LA TSRO O 7 £ 58 A LA e 560 T 19 5 70-76
a) Disclose the metrics used by the organisation to assess climate-related risks and opportunities
in line with its strategy and risk management process.
b) EE E PR (R AIEEPE (FEE2) AR SRR o AT BR[| 75
FERRCH R PEHABR PR (SERE3)  (CHdi i) i 2 S B AR B R
Metrics and Targets b) Disclose Scope 1, Scope 2, and, if appropriate, Scope 3 greenhouse gas (GHG) emissions, and
the related risks.
©) LA T 20581 A AL 0 LA B 5 MO 7076
c) Describe the targets used by the organisation to manage climate-related risks and opportunities
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TO THE MEMBERS OF INDUSTRIAL AND
COMMERCIAL BANK OF CHINA (ASIA)
LIMITED

(Incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of Industrial and
Commercial Bank of China (Asia) Limited (the “Bank”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 112 to 315, which
comprise the consolidated statement of financial position as at 31 December
2023, and the consolidated income statement and the consolidated statement
of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including material accounting policy
information and other explanatory information.

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 2023, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance with the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing
(“HKSAs”) issued by the HKICPA. Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”) and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment, 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.
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KEY AUDIT MATTERS (continued)

Key audit matter

How our audit addressed the key audit matter

Expected credit loss (“ECL”) allowance of loans and advances at amortised

cost

We identified the determination
of ECL on loans and advances
to customers at amortised cost
as a key audit matter due to its
complexities and estimation
uncertainty involved.

As at 31 December 2023, as set
out in Note 23 to the consolidated
financial statements, the Group’s
gross amounts of loans and advances
at amortised cost amounted to
HK$460,276 million, with the ECL
allowance amounting to HK$9,707
million.

As detailed in Notes 2.7.1(vii)
and 4.2(h) to the consolidated
financial statements, the Group
classifies loans and advances
to customers at amortised cost
into three stages and recognises
the ECL for the next 12 months
for exposures classified as
stage 1 or ECL for the entire
lifetime of the financial asset for
those classified as stage 2 or 3.
Exposures are classified as stage
1 unless the credit risk on that
financial asset is considered to
have increased significantly as
at the reporting date since initial
recognition (Stage 2) or the
financial asset is considered to
be credit-impaired (Stage 3).

Our audit procedures in relation to the

ECL of loans and advances to customers
included:

Understanding, evaluating and
testing the key controls over
the management’s impairment
assessment process in relation to
ECL models under Hong Kong
Financial Reporting Standard 9
Financial Instruments (“HKFRS 97),
including model set up and approval
and selection and application of
assumptions and key inputs into the
model;

Assessing the reasonableness and
appropriateness of the management’s
judgement on staging criteria for
determining if significant increase
in credit risk (“SICR”) has occurred
(stage 1 or 2) or the financial asset is
credit-impaired (stage 3) and the basis
for classification of exposures into the
three stages as required by HKFRS 9
and examining supporting documents
on a sample basis to assess the
appropriateness of the classification of
staging of loan exposures as at the end
of the reporting period;

Evaluating, together with our internal
experts, the reasonableness and
appropriateness of the ECL models
and assumptions, information and
parameters used in the models in
establishing the forward-looking
information, and the relationship
between the forward-looking information
and the key inputs, including PD and
LGD, in the ECL model to determine the
ECL of loans and advances to customers
in stage 1 or 2;
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KEY AUDIT MATTERS (continued)

Key audit matter

How our audit addressed the key audit matter

Expected credit loss (“ECL”) allowance of loans and advances at amortised

cost

The Group’s measurement of
ECL involves (i) the selection
of appropriate models and key
inputs used in the ECL models,
including the probability of
default (“PD”) and loss given
default (“LGD”), and (ii) the
selection and use of reasonable
and supportable forward-looking
information available without
undue cost or effort in the ECL
models to estimate the future
movement of different economic
drivers and how these drivers
will affect each other and the
correlation with the key inputs,
including PD and LGD.

Testing the accuracy and
completeness of key data sources
applied in the ECL computation on
a sample basis by checking to the
Group’s supporting documents, such
as the relevant loan files and external
data sources, as applicable;

Testing the mathematical accuracy
of the calculation of ECL on a sample
basis;

With respect to the estimation of
lifetime ECL on credit-impaired assets
classified as stage 3:

- Corroborating and challenging
management’s assessment and
expectation of reasonably possible
outcomes on the recoverability
of the loans and advances to
customers and the estimated fair
value and future cash flows from the
collateral against our understanding
of the circumstances and our
industry knowledge from reading
public announcements and other
externally available information on a
sample basis;

- Assessing the reasonableness
and appropriateness of the
management’s key estimations
and assumptions used in the
individual impairment assessment
for the estimated future cash flows
from borrowers on a sample basis;
and
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KEY AUDIT MATTERS (continued)

Key audit matter

How our audit addressed the key audit matter

Expected credit loss (“ECL”) allowance of loans and advances at amortised

cost

In determining the lifetime
ECL on credit-impaired assets
classified as stage 3, the Group
performs individual assessments
using a discounted cash flow
methodology by considering the
amount and timing of future
cash flows, guarantees, value
of the collateral received from
the customers. The estimation
of expected future cash flows
is based on (i) the Group’s
historical credit loss experience,
adjusted for factors that are
specific to the borrowers which
include any significant financial
difficulty of the borrowers,
breach of contract or probability
that the borrowers will enter
into bankruptcy and the status
and progress of financial
restructuring, (ii) general
economic conditions and (iii)
both the current conditions of
borrowers’ repayment ability
and value of collateral at the
reporting date as well as the
forecast of future conditions
with significant judgements
involved.

- Examining the estimated future
cash flows from realisation of
collateral including:

- Obtaining the value of
collateral and assessing
the competence and
independence of the third
party professional valuers
and their experience in
conducting valuation
of similar financial
instruments or assets;

- Assessing whether the
selection of the valuation
methodology is appropriate
for the collateral;

- Assessing the reasonableness
of the assumptions and
judgements used by
management in determining
the current status and future
development of the collateral
against publicly available
information and other
information from third party
professional valuers, if any;

Assessing whether the disclosures in
the consolidated financial statements
reflected the Group’s exposure to
ECL in accordance with prevailing
accounting standard.
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KEY AUDIT MATTERS (continued)

Key audit matter

How our audit addressed the key audit matter

Valuation of level 3 financial assets measured at fair value

We identified the valuation of
level 3 financial assets measured
at fair value as a key audit matter
due to the significant judgement
and estimation made by the
management in the valuation
process. In determining the
fair value of level 3 financial
assets measured at fair value,
management make judgement
on the selection of valuation
approach and inputs into
valuation models. Significant
unobservable inputs into these
valuation models include
discount rate, equity value/
earnings before interest, taxes
and amortisation multiple, price
- to-sale multiple, equity value/
sale and marketability discount.

At the reporting date, carrying
amount of level 3 financial
assets measured at fair value
is HK$2,808 million and
accounted for approximately
0.3% of the total assets of the
Group. Disclosures in relation to
level 3 fair value measurement of
these financial assets were made
in Note 4.6 to the consolidated
financial statements.

Our procedures in relation to valuation of
level 3 financial assets measured at fair value
included:

Understanding and evaluating the key
controls over management’s process
in relation to the valuation of level 3
financial assets measured at fair value
of the Group;

Performing, on a sample basis,
independent valuations of level 3
financial assets measured at fair value
and comparing these valuations
with the Group’s valuations with the
involvement of our internal valuation
specialists, where necessary. Our
independent valuation included
developing models, obtaining
inputs’ independently, verifying the
inputs, evaluating appropriateness
of the methodologies and checking
mathematical accuracy; and

Assessing whether the disclosures
in the consolidated financial
statements reflected the Group’s
exposure to financial assets valuation
risk in accordance with prevailing
accounting standard.
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OTHER INFORMATION

The directors of the Bank are responsible for the other information. The other
information comprises the information included in the annual report, but
does not include the consolidated financial statements and our auditor’s report
thereon.

Our opinion on the consolidated financial statements does not cover the other
information and we do 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 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, 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.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
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.

Those charged with governance are responsible for overseeing the Group’s
financial reporting process.
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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 solely to you, as a body, in accordance with section
405 of the Hong Kong Companies Ordinance, and for no other purpose. We do
not assume responsibility towards or accept liability to any other person for the
contents of this report. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with HKSAs will always
detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, design and perform
audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal
control.

. Obtain an understanding of internal control relevant to the audit in order
to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

. Evaluate the appropriateness of accounting policies used 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.
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Industrial and Commercial Bank of China (Asia) Limited

AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continued)

. 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 those charged with governance 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 those charged with governance 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, actions taken to
eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, 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 the independent auditor’s
report is Eric Tong.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong

21 March 2024
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e & &
Consolidated Income Statement

For the year ended 31 December 2023

2023 2022
B3 T#x T
Notes HK$°000 HK$’000
FE A Interest income (6) 35,792,842 20,385,907
R S Interest expense (6) (24,960,876) (10,650,980)
AR BA Net interest income (6) 10,831,966 9,734,927
W B AR 4 i A Fee and commission income (7) 2,069,178 1,977,214
Wi % A 4 S Fee and commission expense (7) (249,236) (187,691)
W e B I 2 O Net fee and commission income (7) 1,819,942 1,789,523
RGN (51H) Net trading income/(loss) (8) 995,117 (499,583)
LA PE(E A H 45 R A MR R E A X Net (loss)/gain on financial assets and liabilities at fair
AEZ T (E) i value through profit or loss 9) (1,313) 385,725
KA 4 E 2 BRI A Dividend income from financial investments (10) 85,070 69,213
Ho Al ZE A Other operating income (11) 404,497 409,536
BEBRA Operating income 14,135,279 11,889,341
BEXIM Operating expenses (12) (3,986,718) (3,797,488)
R B R A 9 R 2 B S e A Operating profit before impairment losses 10,148,561 8,091,853
Tok (B 18 2K ¥ Net impairment losses (14) (2,139,446) (1,306,497)
1B AL R 2 8 SR i A Operating profit after impairment losses 8,009,115 6,785,356
A DA PR (E A A &> 1E i 25 AR Net (loss)/gain on disposal of financial assets at fair
S RVEE 2T (i) ks value through other comprehensive income (633,630) 608,422
H B DU B B AR A R 4 R E Net loss on disposal of financial assets at
TR amortised cost (20,175) (5,090)
CXRES-C/ES i Revaluation loss on investment properties (27) (700) (17,141)
HH S W) 2E B Rl 2 1 I 1 Net loss on disposal of property, plant and equipment (15) (687) (2,232)
H B T 40 B A W) 2 R U AR Net gain on partial disposal of an associate (25) 109,870 =
BRERN Operating profit 7,463,793 7,369,315
JRE A5 Wi 2\ e 4R Share of losses of associates (27,730) (98,016)
I B i ik A Profit before tax 7,436,063 7,271,299
B3 32 th Income tax expense (16) (990,465) (1,248,466)
AR N ZAS SAT B DR ME A it A Profit for the year attributable to shareholders
of the Bank 6,445,598 6,022,833
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me2EWAEE
Consolidated Statement of Comprehensive Income

For the year ended 31 December 2023

2023 2022
Tl TG
HK$’000 HK$’000
AE % A Profit for the year 6,445,598 6,022,833
AW ERH A BELEFBRIRFXZHEH : Items that will not be reclassified to the consolidated
income statement:
DA 18 (8 A8 Ath 4 17 i 4 A HRAE £ Change in fair value of equity investments measured
R&EZ AN PEEET) at fair value through other comprehensive income (614,389) 423,275
(614,389) 423,275
RAT % iﬁ{ﬁ@% Revaluation surplus on bank premises 2,506 109,216
Uﬁ Tl 5 2 Income tax effect (1,668) 5,382
838 114,598
WHRIA HAR FOH A B RS AR ZHH © Items that may be reclassified subsequently to the
consolidated income statement:
R S T A AR T AP E T E Net movements under cash flow hedges due to fair value of
B4 {uL%]L{EF PATY hedging instruments recognised and reclassified 96,977 299,137
IREES % Income tax effect (4,112) 30,983
92,865 330,120
DL SPAE (B AR oA 2 T i 5 AR Ml BE Change in fair value of financial assets measured
2N TAE (T at fair value through other comprehensive income 2,465,197 (6,276,615)
B DA P i A8 At & T U 3 A Rl Reclassification to consolidated income statement upon
X IR R R R A A A R disposal of financial assets measured at fair value through
other comprehensive income 633,630 (608,422)
E LNy e S RUIBERE A R EIER L 7 %) Fair value of the hedged items attributable to hedged risk
AR W g R transferred to the consolidated income statement (898,944) 1,661,961
4 TG B 22 Y (R 9 O 13 ] YR A Net reversal for impairment losses on financial assets 39,321 87,259
JiT A5 i R 2 Income tax effect (327,317) 858,335
1,911,887 (4,277,482)
PRGN B A m SERR A AR 2 T S 2 Exchange differences arising from translation of results of
foreign subsidiaries (353,436) (1,449,493)
AR R B AR I A 2 i M 2% (P 3X) Other comprehensive income/ (expense) for the year,
net of tax 1,037,765 (4,858,982)
AR P BRBEAR 4 i A it A Total comprehensive income for the year, net of tax 7,483,363 1,163,851
S GUAT B SO ME 45 2 A i 4 4 71 Attributable to:
Shareholders of the Bank 7,483,363 1,163,851
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Consolidated Statement of Financial Position
ME-EFZ=ZF+ZA=+—H
As at 31 December 2023
e - S
+ZA=1+—H +=HA=+—H
31 December 31 December
2023 2022
B 5E T#L T
Notes HK$°000 HK$’000
g3 Assets
I 4 N AE SR AT [R] 25 K HoAth 4 i 5 2 Cash and balances with banks and other financial
Fegin institutions (20) 36,466,259 45,175,421
TEERAT[A] 26 I HoAth &> Al BEHE 2 773K Placements with banks and other financial institutions (21) 148,643,610 156,377,854
fiEEmTE Derivative financial instruments (22) 9,221,842 17,697,213
A R R HAth AR JE Advances and other accounts (23) 451,005,572 453,995,470
S R Financial investments (24) 257,849,973 237,746,569
R /NI P & < Investments in associates (25) 215,410 211,595
A FT 45 B Current income tax assets 9,488 18,825
PR e L Ath 4 R Goodwill and other intangible assets (26) 1,022,081 1,020,212
VgL Investment properties 27) 208,300 209,000
EN & Property, plant and equipment (28) 1,386,756 1,757,564
% S A TE Deferred income tax assets (33) 1,807,568 2,060,665
HoAth & Other assets (29) 8,123,162 8,549,632
¥ i A Total assets 915,960,021 924,820,020
£ Liabilities
SRAT IR 25 B HoAth 4 Tl 2 A7 3K Deposits from banks and other financial institutions (31) 123,030,430 162,658,659
5 EE T Z A& Trading liabilities 79,832 58,614
fiEEm T E Derivative financial instruments (22) 8,546,307 16,226,913
KA Deposits from customers (32) 602,142,864 568,852,867
AT A7 e Certificates of deposit issued 1,899,857 3,216,208
CEfTE S Debt securities in issue (34) 17,586,947 18,956,641
JEA BT A5 B B 1R Current income tax liabilities 496,654 928,386
R SiE Fod T 4 5 Deferred income tax liabilities (33) 514 =
HoAth £ Other liabilities (35) 12,416,507 10,359,430
£ 48 Total liabilities 766,199,912 781,257,718
L E Equity
A Share capital (36) 44,187,631 44,187,631
% B ¥ ) Retained earnings 76,360,133 71,249,353
HoAth 5 A Other reserves 1,543,580 456,553
S T i A R AT R AR 25 AR AE Total equity attributable to shareholders of the Bank 122,091,344 115,893,537
FAMESR TH Additional equity instruments (37) 27,668,765 27,668,765
HE 2 48 Total equity 149,760,109 143,562,302
HE 2 B £1 5 B2 Total equity and liabilities 915,960,021 924,820,020

RHER G R IUE=H b B AR
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HH R AT HH
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Liu Yagan

Chairman & Executive Director

Wu Long

Approved and authorised for issue by the Board of Directors on 21 March 2024.

Vice Chairman, Executive Director ¢
Chief Executive Officer
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MERRBEHR
Consolidated Statement of Changes in Equity
BE_Z =+ _H=1T—HILFE
For the year ended 31 December 2023
REERE  APRE ATHE
i il i Bl LER
Bk (THE)  (RWHE) B Th
JiA premises  Fairvalue  Fairvalue  Cashflow XM  —BGH  RERA  Additional
Share  revaluation reserve  reserve (non- hedge  Exchange General Retained equity st
capital reserve  (recycling)  recycling) reserve reserve reserve earnings  instruments Total
(i T TH#x T T T TH#x T T T T
Note HK$'000 HKS$'000 HKS°000 HKS$'000 HK$'000 HKS$'000 HKS'000 HKS$'000 HK$'000 HKS'000
RZZZZF-A-0 At January 2023 44,187,631 746,197 (3,504,252 (23,529) (23,470) (747,898) 4,009,505 71,249,353 27,668,765 143,562,302
B i Al Profit for the year - - - - - - - 6M55% - 6559
ERAEEE Other comprehensive income/
e/ (%) (expense) for the year:
WAFERELAMEE  Changein fair value of financial
WEARERERZ  assets measured at fair value
AFEEES through other comprehensive
income - - 2,465,197 (614,389) - - - - - 1,850,808
HEUATEASEN  Reclasification to the consolidated
A AR R income statement upon disposal
HERTHAEE of financial assets measured
GalEk at fair value through other
comprehensive income - - 633,630 - - - - - - 633,630
SRR EWIEEZ  Fair value of the hedged items
AFEEEHESSE  attributableto hedged risk
i transferred to the consolidated
income statement - - (898,944) - - - - - - (898,944)
TER B SR Net movements under cash flow
WFREFEERSR  hedges dueto fair value of
2T hedging instruments recognised
and reclassified - - - - 96,977 - - - - 96,977
SRERELRERSBEE Netreversal for impairment losses
B on financial assets - - 39,321 - - - - - - 39,321
ROFEEMRE Revaluation surplus on bank
premises - 2,506 - - - - - - - 2,506
b e Income ta effct (3) - (L668)  (327.317) - (411 - - - - (1)
BEINBATIES  Exchange differences arising from
EECERER translation of results of foreign
subsidiaries - - - - - (353,436) - - - (353,436)
R/ (%) Total comprehensive income/
g (expense) for the ear - 88 191L887  (614389) 0865 (353,436) o 65598 S 7483363
BEIMAZEAZE  Partiol transfer of etained earnings
—~ Rt to general reserve - - - - - - 49,262 (49,262) - -
BAMEGLHZAMRR  Distributions to additional equity
i instruments and others - - - - - - - (1,285,556) - (1,285,556)
BEEZZFTZA A1 December 2023
=t-H 44,187,631 747,035 (1,592,365) (637,918) 69,395 (L101,334) 4058767 76,360,133 27,668,765 149,760,109

115



o B ST () AR A CER SRR
Industrial and Commercial Bank of China (Asia) Limited Annual Report 2023

BEEXZ - =+ "A=+—HILFE
For the year ended 31 December 2023

LPRE  AVEE

RIRE el e R FOMEL

Bfiff  (EE)  (FTEE) G 1A

Tk Buk  Fairvalie  Farvale  Cashfow  ESNGHE  —REFE  REEA  Additional
Share premises reserve  reserve (non- hedge  Exchange General Retained equity Bt
capital  revaluation  (recycling)  recycling) reserve reserve reserve earnings  instruments Total

i T Tk Tk T T Tk Tikn T T Tk
Note  HKS000  HKSO00  HK$000  HKSO0  HKS000  HKS000  HKS000  HKSO00  HKSO000  HKS000

e St Rl At 1 January 2022 44,187,631 631,599 773,230 (446,804) (353,590) 701,595 3,948,587 66,481,715 27,668,765 143,592,728
il Profit for the year - - - - - - - 608 - 6083
EREEEE Other comprehensive income/

Wt/ (30 : (expense) for the year:

WAFERELAMEE  Changein fair value of financial
WHEAREBEREZ  assets measured at fair value
AFEEES through other comprehensive
income - - (6,276,615) 423,275 - - - - - (5,853,340)
HEUATEESEM  Reclassification to the consolidated
AHREARER income statement upon disposal
BENEHAEE of financial assets measured
GalE% at fair value through other
comprehensive income - - (608,422) - - - - - - (608,422)
SRR EWIEEZ  Fair value of the hedged items
ATEEBRZSEA  attrbutableto hedged rsk
% transferred to the consolidated
income statement - - 1,661,961 - - - - - - 1,661,961
BREFMEHW LR Netmovements under cash flow
AFREFEEHSR  hedges dueto fairvalue of

T hedging instruments recognised
and reclassified - - - - 299,137 - - - - 299,137
SRERLRERJBEE Netreversal for impairment losses
FH on financial assets - - 87,259 - - - - - - 87,259
ROFEEMRE Revaluation surplus on bank
premises - 109,216 - - - - - - - 109,216
b e Income tax effect (3) - 58 8833 - 30983 - - - - B0
BEINBATES  Exchange differences arising from
EEZELER translation of results of foreign
subsidiaries - - - - - (1,449,493) - - - (1,449,493)

ER2EE/ (%) Total comprehensive income/

A% (expense) for the year - 114,598 (4,277,482) 423275 330,120 (1,449,493) - 6,022,833 - 1,163,851
BEMAZEAZE  Partiol transfer of etained earnings

— kil to general reserve - - - - - - 60918 (60,918) - -
BOMEGLHAZAMRR  Distributions to additional equity

Kt instruments and others - - - - - - - (1194.277) - (1,194.277)
REFZZE At31 December 2022

TZA=1—H 44,187,631 746,197 (3,504,252) (23,529) (23,470) (747,898) 4,009,505 71,249,353 27,668,765 143,562,302
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2023 2022
fh &1 T#x T T
Notes HK$’000 HKS$°000
BWELH B ERE Cash flows from operating activities:
R 1 ¥ A Profit before tax 7,436,063 7,271,299
AR TE E A Adjustment for:
ICRIEREP TR ] Net impairment losses (14) 2,139,446 1,306,497
A TE Y E Amortisation of intangible assets (26) 8,466 6,768
i 7 T Depreciation of fixed assets (28) 109,013 105,189
i PR B T Depreciation on right-to-use assets (28) 481,528 458,687
B AT 5 A B S Interest expenses on debt securities in issue (6) 769,362 510,926
FHE &AL S Interest expenses on lease liabilities 23,037 22,717
1% 8 B R % LAt e T R Net written off of loans and advances 83,779 25,854
B ) 2 B i 2 s 1R AR Net loss on disposal of property, plant and equipment  (15) 687 2,232
EREC-E/E TFi| Revaluation loss on investment properties (27) 700 17,141
B DL S T (48 H A 2 T Wi £ Net loss/(gain) on disposal of financial assets
A B4 RVE & 2 4R (lk3) measured at fair value through other
comprehensive income 633,630 (608,422)
B DL B R A A R R Net loss on disposal of financial assets measured at
T s 12 amortised cost 20,175 5,090
DA T8 E 4848 45 R AR 4 il Net loss/(gain) on financial asset and liabilities at fair
GE R ABZFEER (ki) value through profit or loss 9) 1,313 (385,725)
JRE i B 255 2 ) e 4R Share of losses of associates (25) 27,730 98,016
8 B0 B A W 2 Bl R Net gain on partial disposal of an associate (109,870) -
KEATEELEREARLET Dividend income from listed financial assets at fair
S RiE E 2 BB A value through profit or loss (10) (78,533) (62,178)
2 A A R A At 4 T S 2 A MR Dividend income from unlisted equity securities
I bR R S 2 IR IR A measured at fair value through other
comprehensive income (10) (6,537) (7,035)
ifE b6, 76 %A 2 70 Effects of foreign exchange differences (264,011) (967,555)
11,275,978 7,799,501
EEEE (M) W (Increase)/decrease in operating assets:
JEEIHA H 25 =48 A 2L E 28R AT Placements with banks and other financial institutions
[Fi] 2 B JFC A <5 il B 22 A7 2K with original maturity beyond three months (17,293,103) (32,578,218)
FER 5 & i & Financial investments held for trading (79,032) (4,991,549)
LA EELERERARZ Financial investments at fair value through
& R profit or loss 305,401 620,025
PAZS PAE (B A8 HAh A2 T U 25 AR Z Financial investments (non-equity) measured at fair
SRS G E) value through other comprehensive income (35,737,961) 31,075,532
DL B A A B 4 Al Financial investments measured at amortised cost 17,575,059 (54,931,438)
AR At e T DA % At ¥ Advances and other accounts and other assets (16,766,934) (15,365,480)
fiiE 4 TR Derivative financial instruments 7,783,905 (4,883,864)
wEA AN (WD) Increase/(decrease) in operating liabilities:
BRAT [F] 3 Ko HAth 42 Rl A% s A7 2K Deposits from banks and other financial institutions (39,628,229) (26,970,348)
ZHEH T 2 A Trading liabilities (4,359) 58,614
EF R Deposits from customers 51,040,236 26,675,629
C 84T A7 R Certificates of deposit issued (1,316,351) (2,416,693)
HoAth £ 5 Other liabilities 2,634,227 2,601,360
4 TR Derivative financial instruments (7,740,308) 8,105,394
b - & ik Cash used in operations (27,951,471) (65,201,535)
B AT s A A5 B Hong Kong profits tax paid (1,270,921) (765,059)
[BERRETINV TR Overseas tax paid (226,633) (257,464)
T 8 26 16 B 2 B4 Net cash used in operating activities (29,449,025) (66,224,058)
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2023 2022
fh &1 T#x T T
Notes HK$°000 HKS$°000
BEEE 2 BlGRE Cash flows from investing activities:
[ = SIS Purchase of intangible assets (26) (10,605) (10,146)
i ) 2 KA Purchase of property, plant and equipment (28) (62,206) (81,582)
BB W 3 K RRARG T A K Proceeds from disposal of property,
plant and equipment 5,911 32,644
KANTEEKSEZEZEAR LT Dividend income from listed financial investments
S EE 2 B at fair value through profit or loss (10) 78,533 62,178
A 218 A8 H At 4 T i 28 AR Dividend income from unlisted equity securities
I b T RE A R S 2 Rl A measured at fair value through other
comprehensive income (10) 6,537 7,035
U5 A 1B B 2 B Net cash from investing activities 18,170 10,129
il ) 2 B Cash flows from financing activities:
FHME i TH 2 IR Distribution paid on additional equity instruments (1,320,726) (1,231,921)
BEAT DABEGY LA AR 2 BB AT (E 5 Issuance of debt securities in issue measured at
amortised cost 11,965,251 13,737,193
DU S A A MR 2 B 3 AT 25 Redemption on maturity of debt securities in issue
) 31 g 1 (] measured at amortised cost (11,935,952) (7,855,830)
BE AP EKRERRARZ Redemption on maturity of debt securities in issue
B AT 8 25 21 3] IR ] designated at fair value through profit or loss (1,560,794) (5,803,574)
BB 2 B A LR Interest paid on debt securities in issue (744,728) (439,346)
AL B AR Payment of lease liabilities (531,876) (447,576)
FH S il TG B 2 B4 VAR Net cash used in financing activities (4,128,825) (2,041,054)
Ve 5, 2 B 2 5 2% Effects of foreign exchange differences (148,456) (1,334,447)
B J 5 ] fEﬁ%IE EREN % Net decrease in cash and cash equivalents (33,708,136) (69,589,430)
W—H—B2HEKERE4&HEE Cash and cash equivalents at 1 January 110,695,024 180,284,454
T A=ZF—HZ8 ek Cash and cash equivalents at 31 December
SR B aIHF 76,986,888 110,695,024
MEABEGRBERNS - B4 LBEG%FIEE G4 T4 For the purposes of the consolidated statement of cash flows, cash and cash
JEE A H 5 =00 H AT Z &5 85 equivalents comprise the following balances with original maturity of three
months or less:
2023 2022
T#L Tt
HK$’000 HKS$’000
B4 i JAESRATIR] 3 J Hofth 4 i #6452 Cash and balances with banks and other financial institutions
4 R 36,466,259 45,175,421
1 §F<1T ] 2& Tz HLAth 4 Bl B 2 A7 3K Placements with banks and other financial institutions 40,520,629 65,519,603

76,986,888 110,695,024

U9 8 SE T B Y B TR A Cash flows from operating activities included:
FE YA Interest received 34,746,986 19,538,828
FR Interest paid 14,741,354 7,805,401
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Notes to Consolidated Financial Statements
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WEE =A== —HIEE
For the year ended 31 December 2023

PRINCIPAL ACTIVITIES

The principal activities of the Bank are the provision of banking, financial
and other related services. The principal activities of the subsidiaries are
shown in Note 30 to the consolidated financial statements.

PRINCIPAL PLACE OF BUSINESS

The Bank is a licensed bank incorporated and domiciled in Hong Kong
and has its registered office and principal place of business at 33/F, ICBC
Tower, 3 Garden Road, Central, Hong Kong.

SUMMARY OF MATERIAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below.

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term includes
all applicable individual Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”), accounting principles generally accepted in Hong
Kong and the requirements of the Hong Kong Companies
Ordinance.

The consolidated financial statements have been prepared under
the historical cost convention, except for certain buildings modified
by the revaluation, financial assets at fair value through other
comprehensive income (“FVTOCI”), financial assets and financial
liabilities at fair value through profit or loss (“FVTPL”) and
derivative financial instruments which have been measured at fair
value.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.1

2.2

Basis of preparation (continued)

The preparation of consolidated financial statements in conformity
with HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies and reported
amounts of assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects only
that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Details of judgement made by the management in the application
of HKFRS that have significant effect on the consolidated financial
statements and major sources of estimation uncertainty are
discussed in Note 3.

Impact of new and amendments to HKFRSs and HKASs

In the current year, the Group has applied the following new and
amendments to HKFRSs issued by the HKICPA for the first time,
which are mandatorily effective for the Group’s annual period
beginning on 1 January 2023 for the preparation of the consolidated
financial statements:

. HKEFRS 17 Insurance Contracts

. Amendments to HKAS 8 Definition of Accounting Estimates

. Amendments to HKAS 12 Deferred Tax related to Assets and
Liabilities arising from a Single Transaction

. Amendments to HKAS 12 International Tax Reform-Pillar
Two model Rules

. Amendments to HKAS 1 and HKFRS Practice Statement 2
Disclosure of Accounting Policies

Except as described below, the application of the new and
amendments to HKFRSs in the current year has had no material
impact on the Group’s financial positions and performance for the
current and prior years and/or on the disclosures set out in these
consolidated financial statements.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.2 Impact of new and amendments to HKFRSs and HKASs

(continued)

Impacts on application of HKFRS 17 Insurance Contracts

The Group has applied the new standard and the relevant
amendments for the first time in the current year.

HKFRS 17 establishes the principles for the recognition,
measurement, presentation and disclosure of insurance contracts
and supersedes HKFRS 4 Insurance Contracts.

HKEFRS 17 defines an insurance contract as a contract under which
the Group accept significant insurance risk from another party
(the policyholder) by agreeing to compensate the policyholder if a
specified uncertain future event (the insured event) adversely affects
the policyholder.

In October 2020, the HKICPA issued Amendments to HKFRS
17 to address concerns and implementation challenges that were
identified after HKFRS 17 was published. The amendments defer
the date of initial application of HKFRS 17 (incorporating the
amendments) to annual reporting periods beginning on or after 1
January 2023. At the same time, the HKICPA issued Amendments
to HKFRS 4 Extension of the Temporary Exemption from HKFRS
9 that extends the fixed expiry date of the temporary exemption
from applying HKFRS 9 in HKFRS 4 to annual reporting periods
beginning on or after 1 January 2023.

In February 2022, the HKICPA issued Amendment to HKFRS
17 Initial Application of HKFRS 17 and HKFRS 9 - Comparative
Information to address implementation challenges that were
identified after HKFRS 17 was published. The amendment addresses
challenges in the presentation of comparative information.

Certain contracts entered into by the Group included financial
guarantee contracts meet the definition of insurance contracts under
HKEFRS 17. HKFRS 17 allows an accounting policy choice to apply
HKFRS 17 or HKFRS 9 and the Group opted to continue account
for these contracts under HKFRS 9. Therefore, the application of
HKFRS 17 in the current period had no material impact on the
consolidated financial statements.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.2 Impact of new and amendments to HKFRSs and HKASs

(continued)

Impacts on application of Amendments to HKAS 8 Definition of
Accounting Estimates

The Group has applied the amendments for the first time in the
current year. The amendments define accounting estimates as
“monetary amounts in financial statements that are subject to
measurement uncertainty”. An accounting policy may require
items in financial statements to be measured in a way that
involves measurement uncertainty. In such a case, an entity
develops an accounting estimate to achieve the objective set out
by the accounting policy. The amendments to HKAS 8 clarify the
distinction between changes in accounting estimates, and changes in
accounting policies and the correction of errors. The application of
the amendments in the current year had no material impact on the
consolidated financial statements.

Impacts on application of Amendments to HKAS 12 Deferred Tax
related to Assets and Liabilities arising from a Single Transaction

The Group has applied the amendments for the first time in the
current year. The amendments narrow the scope of the recognition
exemption of deferred tax liabilities and deferred tax assets in
paragraphs 15 and 24 of HKAS 12 Income Taxes so that it no longer
applies to transactions that, on initial recognition, give rise to equal
taxable and deductible temporary differences. In accordance with
the transition provision:

(i) the Group has applied the new accounting policy
retrospectively to leasing transactions that occurred on or after
1 January 2022;

(ii)  the Group also, as at 1 January 2022, recognised a deferred tax
asset and a deferred tax liability for all deductible and taxable
temporary difference associated with right-of-use-assets and
lease liabilities.

Deferred tax assets arising from lease liabilities and deferred tax
liabilities arising from right-of-use assets are recognised separately.
The application of the amendments has had no material impact on
the Group’s consolidated financial position and performance.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.2 Impact of new and amendments to HKFRSs and HKASs

(continued)

Impacts on application of Amendments to HKAS 12 Income Taxes
International Tax Reform - Pillar Two model Rules

The Group has applied the amendments for the first time in
the current year. HKAS 12 is amended to add the exception to
recognising and disclosing information about deferred tax assets
and liabilities that are related to tax law enacted or substantively
enacted to implement the Pillar Two model rules published by
the Organisation for Economic Co-operation and Development
(the “Pillar Two legislation”). The amendments require that
entities apply the amendments immediately upon issuance and
retrospectively. The amendments also require that entities to
disclose separately its current tax expense/income related to Pillar
Two income taxes in periods which the Pillar Two legislation is in
effect, and the qualitative and quantitative information about its
exposure to Pillar Two income taxes in periods in which the Pillar
Two legislation is enacted or substantially enacted but not yet in
effect in annual reporting periods beginning on or after 1 January
2023.

The Group is yet to apply the temporary exception during
the current year because the Group’s entities are operating in
jurisdictions which the Pillar Two legislation has not yet been
enacted or substantially enacted. The Group will disclose known
or reasonably estimable information that helps users of financial
statements to understand the Group’s exposure to Pillar Two income
taxes in the Group’s annual consolidated financial statements when
the Pillar Two legislation is enacted or substantially enacted and will
disclose separately current tax expense/income related to Pillar Two
income taxes when it is in effect.

Impacts on application of Amendments to HKAS 1 and HKFRS
Practice Statement 2 Disclosure of Accounting Policies

The Group has applied the amendments for the first time in the
current year. HKAS 1 Presentation of Financial Statements is
amended to replace all instances of the term “significant accounting
policies” with “material accounting policy information”. Accounting
policy information is material if, when considered together with
other information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users
of general purpose financial statements make on the basis of those
financial statements.

The amendments also clarify that accounting policy information
may be material because of the nature of the related transactions,
other events or conditions, even if the amounts are immaterial.
However, not all accounting policy information relating to material
transactions, other events or conditions is itself material. If an entity
chooses to disclose immaterial accounting policy information,
such information must not obscure material accounting policy
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.2

2.3

Impact of new and amendments to HKFRSs and HKASs

(continued)

Impacts on application of Amendments to HKAS 1 and HKFRS
Practice Statement 2 Disclosure of Accounting Policies (continued)

HKEFRS Practice Statement 2 Making Materiality Judgements (the
“Practice Statement”) is also amended to illustrate how an entity
applies the “four-step materiality process” to accounting policy
disclosures and to judge whether information about an accounting
policy is material to its financial statements. Guidance and examples
are added to the Practice Statement.

The application of the amendments has had no material impact on
the Group’s financial positions and performance but has affected the
disclosure of the Group’s accounting policies set out in Note 2 to the
consolidated financial statements.

Possible impacts on application of amendments, new
standards and interpretations issued but not yet effective for
the year ended 31 December 2023

A number of amendments and new standards are effective for annual
periods beginning on or after 1 January 2024 and earlier application
is permitted. The Group has not early adopted any new or amended
standards in preparing this financial report. These include the
following which may be relevant to the Group.

Effective for
accounting periods
beginning on or
after

Amendments to HKFRS 16 Lease Liability in a
Sale and Leaseback

1 January 2024

Amendments to HKAS 1 Classification
of Liabilities as Current or Non-current
and related amendments to Hong Kong
Interpretation 5 (2020)

1 January 2024

Amendments to HKAS 1 Non-current
Liabilities with Covenants

1 January 2024

Amendments to HKAS 7 and HKFRS 7
Supplier Finance Arrangements

1 January 2024

Amendments to HKAS 21 Lack of 1 January 2025

Exchangeability
Amendments to HKFRS 10 and HKAS 28 Sale a date to be
or Contribution of Assets between an Investor determined

and its Associate or Joint Venture
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.3

2.4

Possible impacts on application of amendments, new
standards and interpretations issued but not yet effective for
the year ended 31 December 2023 (continued)

The new and revised HKFRSs and amendments that have been
issued but are not yet effective are expected to have no material
impact on the consolidated financial position and financial
performance of the Group.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Bank and its subsidiaries and attributable share
of results and reserves of its associate (collectively referred to as the
“Group”) for the year ended 31 December 2023.

The directors of the Bank have, at the time of approving the
consolidated financial statements, a reasonable expectation that the
Group has adequate resources to continue in operational existence
for the foreseeable future. Thus they continue to adopt the going
concern basis of accounting in preparing the consolidated financial
statements.

(a) Subsidiaries

Subsidiaries are entities, including structured entities,
controlled by the Group. The Group controls an entity
when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those
returns through its power over the entity. When assessing
whether the Group has power, only substantive rights (held by
the Group and other parties) are considered.

All intra-group transactions and balances are eliminated on
consolidation.

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange
for control of the acquiree. For each business combination,
the acquirer measures the non-controlling interest in the
acquiree either at fair value or at the proportionate share of the
acquiree’s identifiable net assets. Acquisition related costs are
expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded
derivatives in host contracts by the acquiree.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.4 Basis of consolidation (continued)

(a)

Subsidiaries (continued)

If the business combination is achieved in stages, previously
held equity interest is remeasured at its acquisition date fair
value and any resulting gain or loss is recognised in profit or
loss, if any, in profit or loss or other comprehensive income, as
appropriate.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the
date when the Group obtains control), and the resulting
gain or loss, if any, is recognised in profit or loss or other
comprehensive income, as appropriate. Amounts arising from
interests in the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive income
and measured under HKFRS 9 would be accounted for on the
same basis as would be required if the Group had disposed
directly of the previously held equity interest.

When the consideration transferred by the Group in a
business combination includes a contingent consideration
arrangement, the contingent consideration is measured at
its acquisition-date fair value and included as part of the
consideration transferred in a business combination. Changes
in the fair value of the contingent consideration that qualify as
measurement period adjustments are adjusted retrospectively.
Measurement period adjustments are adjustments that
arise from additional information obtained during the
“measurement period” (which cannot exceed one year from
the acquisition date) about facts and circumstances that
existed at the acquisition date.

The subsequent accounting for the contingent consideration
that do not qualify as measurement period adjustments
depends on how the contingent consideration is classified.
Contingent consideration that is classified as equity is not
remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured to fair value at subsequent reporting dates, with
the corresponding gain or loss being recognised in profit or
loss.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and
(iii) the cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration received,
(ii) the fair value of any investment retained and (iii) any
resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.4 Basis of consolidation (continued)

(a)

(b)

Subsidiaries (continued)
A change in the ownership interest of a subsidiary, without a
loss of control, is accounted for as an equity transaction.

The results of subsidiaries are included in the Bank’s income
statement to the extent of dividends received and receivable.
The Bank’s investments in subsidiaries are stated at cost less
any impairment losses.

Associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but
is not control or joint control over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using
the equity method of accounting, except when the investment,
or a portion thereof, is classified as held for sale, in which case
it is or the portion so classified is accounted for in accordance
with HKFRS 5. Any retained portion of an investment in an
associate that has not been classified as held for sale continues
to be accounted for using the equity method. Under the equity
method, an investment in an associate is initially recognised
in the consolidated statement of financial position at cost and
adjusted thereafter to recognise the Group’s share of the profit
or loss and other comprehensive income of the associate.
Changes in net assets of the associate other than profit or
loss and other comprehensive income are not accounted for
unless such changes resulted in changes in ownership interest
held by the Group. When the Group’s share of losses of an
associate exceeds the Group’s interest in that associate (which
includes any long-term interests that, in substance, form part
of the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has
incurred legal or constructive obligations or made payments
on behalf of the associate.

An investment in an associate is accounted for using the
equity method from the date on which the investee becomes
an associate. On acquisition of the investment in an associate,
any excess of the cost of the investment over the Group’s share
of the net fair value of the identifiable assets and liabilities of
the investee is recognised as goodwill, which is included within
the carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable assets and
liabilities over the cost of the investment, after reassessment, is
recognised immediately in profit or loss in the period in which
the investment is acquired.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.4 Basis of consolidation (continued)

(b)

Associates (continued)

The Group assesses whether there is an objective evidence
that the interest in an associate may be impaired. When any
objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less
costs of disposal) with its carrying amount. Any impairment
loss recognised is not allocated to any asset, including
goodwill, that forms part of the carrying amount of the
investment. Any reversal of that impairment loss is recognised
in accordance with HKAS 36 to the extent that the recoverable
amount of the investment subsequently increases.

When the Group ceases to have significant influence over an
associate, it is accounted for as a disposal of the entire interest
in the investee with a resulting gain or loss being recognised
in profit or loss. When the Group retains an interest in
the former associate and the retained interest is a financial
asset within the scope of HKFRS 9, the Group measures the
retained interest at fair value at that date and the fair value is
regarded as its fair value on initial recognition. The difference
between the carrying amount of the associate and the fair
value of any retained interest and any proceeds from disposing
of the relevant interest in the associate is included in the
determination of the gain or loss on disposal of the associate.
In addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation to that
on the same basis as would be required if that associate had
directly disposed of the related assets or liabilities. Therefore,
if a gain or loss previously recognised in other comprehensive
income by that associate would be reclassified to profit or loss
on the disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as a
reclassification adjustment) upon disposal/partial disposal of
the relevant associate.

The Group continues to use the equity method when an
investment in an associate becomes an investment in a joint
venture or an investment in a joint venture becomes an
investment in an associate. There is no remeasurement to fair
value upon such changes in ownership interests.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.4 Basis of consolidation (continued)

2.5

(b)  Associates (continued)

When the Group reduces its ownership interest in an associate
but the Group continues to use the equity method, the Group
reclassifies to profit or loss the proportion of the gain or loss
that had previously been recognised in other comprehensive
income relating to that reduction in ownership interest if
that gain or loss would be reclassified to profit or loss on the
disposal of the related assets or liabilities.

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions with
the associate are recognised in the consolidated financial
statements only to the extent of interests in the associate that
are not related to the Group.

Interest income and expense

Interest income and expense are recognised in the consolidated
income statement for all interest-bearing financial instruments using
the effective interest method.

The effective interest method is a method of calculating the
amortised cost of a financial asset or a financial liability and of
allocating the interest income or interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts
estimated future cash payments or receipts over the expected life of
the financial instrument or, when appropriate, a shorter period to
the net carrying amount of the financial asset or financial liability.
When calculating the effective interest rate, the Group estimates cash
flows considering all contractual terms of the financial instrument
(for example, prepayment options) but does not consider future
credit losses. The calculation includes all fees and points paid or
received between parties to the contract that are an integral part of
the effective interest rate, transaction costs and all other premiums
or discounts.

For financial assets that have subsequently become credit-impaired,
interest income is recognised by applying the effective interest rate
to the amortised cost of the financial asset from the next reporting
period. If the credit risk on the credit-impaired financial instrument
improves so that the financial asset is no longer credit-impaired,
interest income is recognised by applying the effective interest rate to
the gross carrying amount of the financial asset from the beginning
of the reporting period following the determination that the asset is
no longer credit-impaired.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.6

Non-interest income

Fee and commission income and expense

Income from service is recognised when the Group fulfils its
performance obligation, either over time or at a point in time on a
basis when a customer obtains control of the service.

Commitment fees for loans that are likely to be drawn down are
deferred (together with related direct costs) and recognised as an
adjustment to the effective interest rate on the loan. For commitment
fees for loans that are unlikely to be drawn down, it is recognised
as fee and commission income over the period of the commitment,
when the Group provides facility service to maintain the undrawn
commitment.

Fee income from services are recognised over time at a fixed or
variable price on a systematic basis over the life of the agreement
when the contract requires services to be provided over time,
or fee income from services recognised at a point in time under
transaction-based arrangements when service has been fully
provided to the customer.

Loan syndication fees are recognised at a point in time as revenue
when the related syndication arrangement has been completed and
the Group has retained no part of the loan package for itself or has
retained a part at the same effective interest rate as applicable to
other participants.

Other fee, such as fee from securities and brokerage, credit card,
remittance, insurance and other retail and commercial banking
services, are recognised as revenue at a point in time when the
services are rendered and the performance obligations are satisfied.

Variable consideration

For contracts that contain variable consideration (i.e. commission
income arising from insurance agent services), the Group estimates
the amount of consideration for the fee of insurance products to
which it will be entitled using the most likely amount, which better
predicts the amount of consideration to which the Group will be
entitled.

The estimated amount of variable consideration is included in the
transaction price only to the extent that it is highly probable that
such an inclusion will not result in a significant revenue reversal
in the future when the uncertainty associated with the variable
consideration is subsequently resolved.

At the end of each reporting period, the Group updates the estimated
transaction price (including updating its assessment of whether
an estimate of variable consideration is constrained) to represent
faithfully the circumstance present at the end of the period and the
changes in circumstances during the period.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.6

2.7

Non-interest income (continued)

Net trading income

Net trading income comprises gains and losses from changes in the
fair value of financial assets and financial liabilities measured at fair
value through profit or loss except for the dividend income. Gains or
losses arising from changes in fair value of derivatives to the extent as
described in the accounting policy set out in Note 2.7 are reported as
“Net trading income”.

Gains and losses on foreign exchange trading and other transactions
are also reported as “Net trading income” except for those gains and
losses on translation of foreign currencies recognised in the foreign
exchange reserve in accordance with the accounting policy set out in
Note 2.11.

Rental income from operating leases

Rental income received under operating leases is recognised as
other operating income in equal instalments over the periods
covered by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the leased
asset. Lease incentives granted are recognised in the consolidated
income statement as an integral part of the aggregate net lease
payments receivable. Contingent rentals receivable are recognised as
income in the accounting period in which they are earned.

Dividend income
Dividends are recognised in the consolidated income statement
when the Group’s right to receive payment is established.

Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting

2.7.1 Financial assets and financial liabilities

i. Recognition and initial measurement
The Group initially recognises loans and advances,
deposits, debt securities issued and subordinated
liabilities on the date on which they are originated. All
other financial instruments (including regular-way
purchases and sales of financial assets) are recognised
on the trade date, which is the date on which the Group
becomes a party to the contractual provisions of the
instrument.

A financial asset or financial liability is measured
initially at fair value plus, for an item not at FVTPL,
transaction costs that are directly attributable to its
acquisition or issue.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

ii.

Classification
On initial recognition, a financial asset is classified as
measured at: amortised cost, FVTOCI or FVTPL.

A financial asset is measured at amortised cost if it meets
both of the following conditions and is not designated as
at FVTPL:

. the asset is held within a business model whose
objective is to hold assets to collect contractual
cash flows; and

. the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

A debt instrument is measured at FVTOCI only if
it meets both of the following conditions and is not
designated as at FVTPL:

. the asset is held within a business model whose
objective is achieved by both collecting contractual
cash flows and selling financial assets; and

. the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

On initial recognition of an equity investment that is
not held for trading, the Group may irrevocably elect
to present subsequent changes in fair value in other
comprehensive income (“OCI”). This election is made
on an investment-by-investment basis.

All other financial assets are classified as measured at
FVTPL.

In addition, on initial recognition, the Group may
irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised
cost or at FVTOCI as at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that
would otherwise arise.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

ii.

Classification (continued)

Business model assessment

The Group makes an assessment of the objective of a
business model in which an asset is held at a portfolio
level because this best reflects the way the business is
managed and information is provided to management.
The information considered includes:

. the stated policies and objectives for the portfolio
and the operation of those policies in practice.

In particular, whether management’s strategy
focuses on earning contractual interest revenue,
maintaining a particular interest rate profile,
matching the duration of the financial assets to the
duration of the liabilities that are funding those
assets or realising cash flows through the sale of
the assets;

. how the performance of the portfolio is evaluated
and reported to the Group’s management;

. the risks that affect the performance of the
business model (and the financial assets held
within that business model) and how those risks
are managed;

. how managers of the business are compensated
- e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash
flows collected; and

. the frequency, volume and timing of sales in
prior periods, the reasons for such sales and its
expectations about future sales activity. However,
information about sales activity is not considered
in isolation, but as part of an overall assessment of
how the Group’s stated objective for managing the
financial assets is achieved and how cash flows are
realised.

Financial assets that are held for trading or managed
and whose performance is evaluated on a fair value basis
are measured at FVTPL because they are neither held
to collect contractual cash flows nor held both to collect
contractual cash flows and to sell financial assets.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

ii.

Classification (continued)

Assessment whether contractual cash flows are solely
payments of principal and interest

For the purposes of this assessment, ‘principal’ is
defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the
time value of money and for the credit risk associated
with the principal amount outstanding during a
particular period of time and for other basic lending
risks and costs (e.g. liquidity risk and administrative
costs), as well as profit margin. In assessing whether the
contractual cash flows are solely payments of principal
and interest, the Group considers the contractual terms
of the instrument. This includes assessing whether the
financial asset contains a contractual term that could
change the timing or amount of contractual cash flows
such that it would not meet this condition. In making the
assessment, the Group considers:

. contingent events that would change the amount
and timing of cash flows;

. leverage features;
o prepayment and extension terms;
. terms that limit the Group’s claim to cash flows

from specified assets (e.g. non-recourse asset
arrangements); and

. features that modify consideration of the time
value of money - e.g. periodical reset of interest
rates.

Reclassifications

Financial assets are not reclassified subsequent to their
initial recognition, except in the period after the Group
changes its business model for managing financial
assets.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

ii.

iii.

Classification (continued)

Financial liabilities

The Group classifies its financial liabilities, other
than financial guarantees and loan commitments, as
measured at amortised cost or FVTPL.

Derecognition

Financial assets

The Group derecognises a financial asset when the
contractual rights to the cash flows from the financial
asset expire (see also (iv)), or it transfers the rights
to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards
of ownership of the financial asset are transferred
or in which the Group neither transfers nor retains
substantially all of the risks and rewards of ownership
and it does not retain control of the financial asset.

On derecognition of a financial asset, the difference
between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset
derecognised) and the sum of (i) the consideration
received (including any new asset obtained less any
new liability assumed) and (ii) any cumulative gain or
loss that had been recognised in OCI is recognised in
profit or loss except for equity instruments designated at
FVTOCIL.

Any cumulative gain/loss recognised in OCI in respect of
equity financial investments designated as at FVTOCI is
not recognised in profit or loss on derecognition of such
securities. Any interest in transferred financial assets
that qualify for derecognition that is created or retained
by the Group is recognised as a separate asset or liability.

The Group enters into transactions whereby it transfers
assets recognised on its statement of financial position,
but retains either all or substantially all of the risks and
rewards of the transferred assets or a portion of them. In
such cases, the transferred assets are not derecognised.
Examples of such transactions are securities lending and
sale-and-repurchase transactions.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

iii.

Derecognition (continued)

Financial assets (continued)

When assets are sold to a third party with a concurrent
total rate of return swap on the transferred assets, the
transaction is accounted for as a secured financing
transaction similar to sale-and-repurchase transactions,
because the Group retains all or substantially all of the
risks and rewards of ownership of such assets.

In transactions in which the Group neither retains nor
transfers substantially all of the risks and rewards of
ownership of a financial asset and it retains control over
the asset, the Group continues to recognise the asset to
the extent of its continuing involvement, determined by
the extent to which it is exposed to changes in the value
of the transferred asset.

In certain transactions, the Group retains the obligation
to service the transferred financial asset for a fee.
The transferred asset is derecognised if it meets the
derecognition criteria. An asset or liability is recognised
for the servicing contract if the servicing fee is more than
adequate (asset) or is less than adequate (liability) for
performing the servicing.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

iv.

Modifications of financial assets and financial liabilities
Financial assets

If the terms of a financial asset are modified, the Group
evaluates whether the cash flows of the modified
asset are substantially different. If the cash flows are
substantially different, then the contractual rights to
cash flows from the original financial asset are deemed
to have expired. In this case, the original financial asset
is derecognised (see (iii)) and a new financial asset is
recognised at fair value. The Group assesses whether
the revised terms result in a substantial modification
from original terms taking into account all relevant
facts and circumstances including qualitative factors.
If qualitative assessment is not conclusive, the Group
considers the terms are substantially different if the
discounted present value of the cash flows under the new
terms, including any fees paid net of any fees received,
and discounted using the original effective interest rate,
is at least 10 per cent different from the discounted
present value of the remaining cash flows of the original
financial asset, after reducing gross carrying amount that
has been written off.

If the cash f lows of the modified asset carried at
amortised cost are not substantially different, then
the modification does not result in derecognition of
the financial asset. In this case, the Group recalculates
the gross carrying amount of the financial asset and
recognises the amount arising from adjusting the gross
carrying amount as a modification gain or loss in profit
or loss.

Financial liabilities

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in
profit or loss.

For non-substantial modifications of financial liabilities
that do not result in derecognition, the carrying amount
of the relevant financial liabilities will be calculated
at the present value of the modified contractual cash
flows discounted at the financial liabilities” original
effective interest rate. Transaction costs or fees incurred
are adjusted to the carrying amount of the modified
financial liabilities and are amortised over the remaining
term. Any adjustment to the carrying amount of the
financial liability is recognised in profit or loss at the
date of modification.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

iv.

Modifications of financial assets and financial liabilities
(continued)

Financial assets (continued)

Changes in the basis for determining the contractual cash
flows as a result of interest rate benchmark reform

For changes in the basis for determining the contractual
cash flows of a financial asset or financial liability to
which the amortised cost measurement applies as a
result of interest rate benchmark reform, the Group
applies the practical expedient to account for these
changes by updating the effective interest rate, such
change in effective interest rate normally has no
significant effect on the carrying amount of the relevant
financial asset or financial liability.

A change in the basis for determining the contractual
cash flows is required by interest rate benchmark reform
if and only if, both these conditions are met:

. the change is necessary as a direct consequence of
interest rate benchmark reform; and

. the new basis for determining the contractual cash
flows is economically equivalent to the previous
basis (i.e. the basis immediately preceding the
change).

Offsetting

Financial assets and financial liabilities are offset and
the net amount presented in the statement of financial
position when, and only when, the Group currently has
a legally enforceable right to set off the amounts and it
intends either to settle them on a net basis or to realise
the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only
when permitted under HKFRS, or for gains and losses
arising from a group of similar transactions such as in
the Group’s trading activity.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vi.

Fair value measurement

‘Fair value’ is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date in the principal or, in its absence,
the most advantageous market to which the Group has
access at that date. The fair value of a liability reflects its
non-performance risk.

When one is available, the Group measures the fair value
of an instrument using the quoted price in an active
market for that instrument. A market is regarded as
active if transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing
information on an ongoing basis.

If there is no quoted price in an active market, then the
Group uses valuation techniques that maximise the use
of relevant observable inputs and minimise the use of
unobservable inputs. The chosen valuation technique
incorporates all of the factors that market participants
would take into account in pricing a transaction.

The best evidence of the fair value of a financial
instrument on initial recognition is normally the
transaction price - i.e. the fair value of the consideration
given or received. If the Group determines that the fair
value on initial recognition differs from the transaction
price and the fair value is evidenced neither by a quoted
price in an active market for an identical asset or
liability nor based on a valuation technique for which
any unobservable inputs are judged to be insignificant
in relation to the measurement, then the financial
instrument is initially measured at fair value, adjusted
to defer the difference between the fair value on initial
recognition and the transaction price. Subsequently,
that difference is recognised in profit or loss on an
appropriate basis over the life of the instrument but no
later than when the valuation is wholly supported by
observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid
price and an ask price, then the Group measures assets
and long positions at a bid price and liabilities and short
positions at an ask price.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vi.

Fair value measurement (continued)

Portfolios of financial assets and financial liabilities
that are exposed to market risk and credit risk that are
managed by the Group on the basis of the net exposure
to either market or credit risk are measured on the
basis of a price that would be received to sell a net long
position (or paid to transfer a net short position) for the
particular risk exposure. Portfolio-level adjustments —
e. g. bid-ask adjustment or credit risk adjustments that
reflect the measurement on the basis of the net exposure
- are allocated to the individual assets and liabilities on
the basis of the relative risk adjustment of each of the
individual instruments in the portfolio.

The fair value of a financial liability with a demand
feature (e.g. a demand deposit) is not less than the
amount payable on demand, discounted from the first
date on which the amount could be required to be paid.

The Group recognises transfers between levels of the
fair value hierarchy as at the end of the reporting period
during which the change has occurred.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)
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2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 AR K Ak B0 () 2.7.1 Financial assets and financial liabilities (continued)
vi.  LTEERE (A Vi,
JEE LT (R

Fair value measurement (continued)
Determination of fair value hierarchy

R (i o B 5 o 5 D) 581398
[ A FEER R | SRAFEES &
ZORUESR > T RIRAL BRI
U 5 A R 4 T AR R E D R
TR Z R - A EER
SRS DR Al E BT BT
AR 2 W AR PEAN E R

The following table presents the fair value of the Group’s
financial instruments measured at the end of the

reporting period on a recurring basis, categorised into
the three-level fair value hierarchy as defined in HKFRS
13, Fair value measurement. The level into which a

fair value measurement is classified is determined with

reference to the observability and significance of the

ax N inputs used in the valuation technique as follows:
e FhE AT E A SR Level 1 Fair value measured using only Level
fli {8 — R A > R R valuations: 1 inputs i.e. unadjusted quoted prices
H 7 i B 35 AR | in active markets for identical assets or
7 BB AT R CR AR liabilities at the measurement date.
) o
Eh— FrEATEESR S Level 2 Fair value measured using Level 2 inputs i.e.
fli {8 I AME > BIAFF S valuations:  observable inputs which fail to meet Level
R PBURIRAE 1, and not using significant unobservable
PEN R R NTR ] inputs. Unobservable inputs are inputs for
e TN NTE TE S which market data are not available.
UNIVE it iE 8 1€
H Wi A A o
EH= FHEAFEEM ) EE Level 3 Fair value measured using significant
i RIS AME - Fy L valuations: ~ unobservable inputs. This category

FNEERN TR > HAL

includes all instruments for which

AR i A\ 2 B A (H the valuation technique includes
R ABEE » M2 E A inputs that are not observable and the
R BLEE B A B A] DL unobservable inputs have a significant

TR REE -
BRI ERY TH >
B9 75 15 BT 8 HUA
AR < i T B9 i 3
B MeE PR EE LA
A BB 2 A R AR
DS BRAN ] il T H 2
I f 22 7l ©

effect on the instrument’s valuation.
This category includes instruments
that are valued based on quoted prices
for sililar instruments for which
significant unobservable adjustments
or assumptions are required to reflect
differences between the instruments.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vii.

Impairment

The Group recognises loss allowances for ECL on the
following financial instruments that are not measured at
FVTPL:

. financial assets that are debt instruments (such
as balances with banks and other financial
institutions, placements with banks and
other financial institutions, advances and
other accounts, financial investments, other

receivables);

. lease receivables;

. financial guarantee contracts issued;

. loan commitments issued; and

. trade receivables arising from contracts with
customers

No impairment loss is recognised on equity investments.

The Group measures loss allowances at an amount equal
to lifetime ECL, except for the following, for which they
are measured as 12-month ECL:

. debt financial investments that are determined to
have low credit risk at the reporting date; and

. other financial instruments (other than trade
receivables arising from contracts with customers
lease receivables) on which credit risk has
not increased significantly since their initial
recognition.

The Group considers a debt security to have low credit
risk when their credit risk rating is equivalent to the
globally understood definition of ‘investment grade’.
12-month ECL are the portion of ECL that result from
default events on a financial instrument that are possible
within the 12 months after the reporting date.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vii.

Impairment (continued)

Measurement of ECL

ECL are a probability-weighted estimate of credit losses.
They are measured as follows:

financial assets: as the difference between all
contractual cash flows that are due to the Group
in accordance with the contract and the cash flows
that the Group expects to receive, on probability-
weighted outcome, discounted at the effective
interest rate determined at initial recognition;

undrawn loan commitments: as the present value
of the difference between the contractual cash
flows that are due to the Group if the commitment
is drawn down and the cash flows that the Group
expects to receive;

financial guarantee contracts: the present value of
the expected payments to reimburse the holder for
a credit loss that it incurs less any amounts that
the Group expects to receive from the holder, the
debtor or any other party; and

trade receivables which are individually insignificant
or when the Group does not have reasonable and
supportable information that is available without
undue cost or effort to measure ECL on individual
basis, the ECL is measured with the assumption of
the Group’s internal credit ratings.

143



o R R SRAT () A R4

Industrial and Commercial Bank of China (Asia) Limited

BEEXZ - =+ "A=+—HILFE
For the year ended 31 December 2023

2

144

T2 FBOR BE AR (50

27 EMEE- SREEWNE - SMAR -
A A 4 i T L R BT R ()

2.7.1 R RE AR R Gk A A (40)

Vil.

W [ (44)

ST AL 4 A

A0 DR i 2N+ B B S I 4 S
oA HT 4 Rl E I e sk sk R A 1Y 4
TRV FEE S 10 4 e AR - R
PRAG % 4 A RS 4K R WERR > TH
WG AR F R AT

i T o AL S o BB A
HE KRR > KSR &
il E E AR ) T B 4 O
TFHS AR B B B B
JELBRIFF T o

i T 0 L AL S BB A
H Ak HERR - R A0 TE
O PR AE TR B A 4 Bl E A
L 0 IR 8 A A LA
BEMREB ERE - hd
TR TR B BT A
i B <5 5 BRI REA - R BLAF
<6 Pl AU AR ) 6 T
AL T R H O 2 i H O RG
Bl o

E=FER
Annual Report 2023

2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vii.

Impairment (continued)

Restructured financial assets

If the terms of a financial asset are renegotiated or
modified or an existing financial asset is replaced with
a new one due to financial difficulties of the borrower,
then an assessment is made of whether the financial asset
should be derecognised and ECL are measured with the
following consequences:

If the expected restructuring will not result in
derecognition of the existing asset, then the
expected cash flows arising from the modified
financial asset are included in calculating the cash
shortfalls from the existing asset.

If the expected restructuring will result in
derecognition of the existing asset, then the
expected fair value of the new asset is treated as
the final cash flow from the existing financial asset
at the time of its derecognition. This amount is
included in calculating the cash shortfalls from the
existing financial asset that are discounted from
the expected date of derecognition to the reporting
date using the original effective interest rate of the
existing financial asset.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vii.

Impairment (continued)

Credit-impaired financial assets

At each reporting date, the Group assesses whether
financial assets carried at amortised cost and debt
financial assets carried at FVTOCI are credit-impaired.
A financial asset is ‘credit-impaired’ when one or more
events that have a detrimental impact on the estimated
future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired
includes the following observable data:

. significant financial difficulty of the borrower or
issuer;

. a breach of contract such as a default or past due
event;

. the restructuring of a loan or advance by the

Group on terms that the Group would not
consider otherwise;

. it is becoming probable that the borrower will
enter bankruptcy or other financial restructuring;
or

. the disappearance of an active market for a
security because of financial difficulties.

A loan that has been renegotiated due to a deterioration
in the borrower’s condition is usually considered to be
credit-impaired unless there is evidence that the risk
of not receiving contractual cash flows has reduced
significantly and there are no other indicators of
impairment.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vii.

Impairment (continued)

Credit-impaired financial assets (continued)

In making an assessment of whether an investment in
sovereign debt is credit-impaired, the Group considers
the following factors:

The market’s assessment of creditworthiness as
reflected in the bond yields.

The rating agencies’ assessments of
creditworthiness.

The country’s ability to access the capital markets
for new debt issuance.

The probability of debt being restructured,
resulting in holders suffering losses through
voluntary or mandatory debt forgiveness.

The international support mechanisms in place
to provide the necessary support as ‘lender of last
resort’ to that country, as well as the intention,
reflected in public statements, of governments and
agencies to use those mechanisms. This includes
an assessment of the depth of those mechanisms
and, irrespective of the political intent, whether
there is the capacity to fulfil the required criteria.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

Vii.

Impairment (continued)

Presentation of allowance for ECL in the statement of
financial position

Loss allowances for ECL are presented in the statement
of financial position as follows:

. financial assets measured at amortised cost: an
allowance account as a deduction from the gross
carrying amount of the assets;

. loan commitments and financial guarantee
contracts: generally, as a provision;

. where a financial instrument includes both a
drawn and an undrawn component, and the
Group cannot identify the ECL on the loan
commitment component separately from those
on the drawn component: the Group presents a
combined loss allowance for both components.
The combined amount is presented as a deduction
from the gross carrying amount of the drawn
component; and

. debt instruments measured at FVTOCI: no
loss allowance is recognised in the statement of
financial position because the carrying amount of
these assets is their fair value. However, the loss
allowance is disclosed and is recognised in the fair
value reserve.

Write-off

Loans and debt securities are written off (either partially
or in full) when there is no realistic prospect of recovery.
This is generally the case when the Group determines
that the borrower does not have assets or sources of
income that could generate sufficient cash flows to
repay the amounts subject to the write-off. However,
financial assets that are written off could still be subject
to enforcement activities in order to comply with the
Group’s procedures for recovery of amounts due.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.1 Financial assets and financial liabilities (continued)

viii.

Designation at fair value through profit or loss

Financial assets

At initial recognition, the Group has designated certain
financial assets as at FVTPL because this designation
eliminates or significantly reduces an accounting
mismatch, which would otherwise rise.

Financial liabilities
The Group has designated certain financial liabilities as
at FVTPL in either of the following circumstances:

. the liabilities are managed, evaluated and reported
internally on a fair value basis; or

. the designation eliminates or significantly reduces
an accounting mismatch that would otherwise

arise.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the
Group are recognised at the proceeds received, net of
direct issue costs.

Perpetual instruments, which include no contractual
obligation for the Group to deliver cash or other
financial assets or the Group has the sole discretion
to defer payment of distribution and redemption of
principal amount indefinitely are classified as equity
instruments.

Repurchase of the Bank’s own equity instruments is
recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of the Group’s own equity
instruments.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.2 Cash and cash equivalents
Cash and cash equivalents presented on the consolidated
statement of financial position include:

(a) cash, which comprises of cash on hand and demand
deposits, excluding bank balances that are subject to
regulatory restrictions that result in such balances no
longer meeting the definition of cash; and

(b) cash equivalents, which comprises of short-term
(generally with original maturity of three months
or less), highly liquid investments that are readily
convertible to a known amount of cash and which are
subject to an insignificant risk of changes in value. Cash
equivalents are held for the purpose of meeting short-
term cash commitments rather than for investment or
other purposes.

For the purposes of the consolidated statement of cash flows,

cash and cash equivalents consist of cash and cash equivalents
as defined above.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.3 Trading assets and liabilities

‘Trading assets and liabilities” are those assets and liabilities
that the Group acquires or incurs principally for the purpose
of selling or repurchasing in the near term, or holds as part of
a portfolio that is managed together for short-term profit or
position taking.

Trading assets and liabilities are initially recognised and
subsequently measured at fair value in the statement of
financial position, with transaction costs recognised in profit
or loss. All changes in fair value are recognised as part of net
trading income in profit or loss.

2.7.4 Derivatives held for risk management purposes and hedge

accounting

Derivatives held for risk management purposes include all
derivative assets and liabilities that are not classified as trading
assets or liabilities. Derivatives held for risk management
purposes are measured at fair value in the statement of
financial position.

The Group designates certain derivatives held for risk
management as well as certain non-derivative financial
instruments as hedging instruments in qualifying hedging
relationships. On initial designation of the hedge, the
Group formally documents the relationship between the
hedging instrument(s) and hedged item(s), including the
risk management objective and strategy in undertaking the
hedge, together with the method that will be used to assess the
effectiveness of the hedging relationship. The Group makes an
assessment, both at inception of the hedge relationship and on
an ongoing basis, of whether the hedging instrument(s) is(are)
expected to be highly effective in offsetting the changes in the
fair value or cash flows of the respective hedged item(s) during
the period for which the hedge is designated, and whether the
actual results of each hedge are within a range of 80-125%. The
Group makes an assessment for a cash flow hedge of a forecast
transaction, of whether the forecast transaction is highly
probable to occur and presents an exposure to variations in
cash flows that could ultimately affect profit or loss. These
hedging relationships are discussed below.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.4 Derivatives held for risk management purposes and hedge

accounting (continued)

1.

Fair value hedges

When a derivative is designated as the hedging instrument
in a hedge of the change in fair value of a recognised asset
or liability or a firm commitment that could affect profit
or loss, changes in the fair value of the derivative are
recognised immediately in profit or loss together with
changes in the fair value of the hedged item that are
attributable to the hedged risk (in the same line item in
the statement of profit or loss and other comprehensive
income as the hedged item).

If the hedging derivative expires or is sold, terminated
or exercised, or the hedge no longer meets the criteria
for fair value hedge accounting, or the hedge designation
is revoked, then hedge accounting is discontinued
prospectively. However, if the derivative is novated to
a central clearing counterparties by both parties as a
consequence of laws or regulations without changes
in its terms except for those that are necessary for the
novation, then the derivative is not considered expired
or terminated. Any adjustment up to the point of
discontinuation to a hedged item for which the effective
interest method is used is amortised to profit or loss as
part of the recalculated effective interest rate of the item
over its remaining life.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.4 Derivatives held for risk management purposes and hedge

accounting (continued)

ii.

iii.

Cash flow hedges

When a derivative is designated as the hedging
instrument in a hedge of the variability in cash flows
attributable to a particular risk associated with a
recognised asset or liability that could affect profit or
loss, the effective portion of changes in the fair value
of the derivative is recognised in other comprehensive
income and presented in the hedging reserve within
equity. Any ineffective portion of changes in the fair
value of the derivative is recognised immediately
in profit or loss. The amount recognised in other
comprehensive income is reclassified to profit or loss
as a reclassification adjustment in the same period
as the hedged cash flows affect profit or loss, and in
the same line item in the statement of profit or loss
and other comprehensive income. If the hedging
derivative expires or is sold, terminated or exercised,
or the hedge no longer meets the criteria for cash flow
hedge accounting, or the hedge designation is revoked,
then hedge accounting is discontinued prospectively.
However, if the derivative is novated to a central clearing
counterparties by both parties as a consequence of
laws or regulations without changes in its terms except
for those that are necessary for the novation, then the
derivative is not considered expired or terminated.

Net investment hedges

When a derivative instrument or a non-derivative
financial liability is designated as the hedging
instrument in a hedge of a net investment in a foreign
operation, the effective portion of changes in the fair
value of the hedging instrument is recognised in other
comprehensive income and presented in the translation
reserve within equity. Any ineffective portion of the
changes in the fair value of the derivative is recognised
immediately in profit or loss. The amount recognised in
other comprehensive income is reclassified to profit or
loss as a reclassification adjustment on disposal of the
foreign operation.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.4 Derivatives held for risk management purposes and hedge

accounting (continued)

iv.

Other non-trading derivatives

If a derivative is not held for trading, and is not designated
in a qualifying hedge relationship, then all changes in its
fair value are recognised immediately in profit or loss
as a component of gain or loss on financial assets and
liabilities at FVTPL.

Embedded derivatives

Derivatives embedded in hybrid contracts that contain
financial asset hosts within the scope of HKFRS 9 are not
separated. The entire hybrid contract is classified and
subsequently measured in its entirety as either amortised
cost or fair value as appropriate.

Derivatives embedded in non-derivative host contracts
that are not financial assets within the scope of HKFRS
9 are treated as separate derivatives when they meet the
definition of a derivative, their risks and characteristics
are not closely related to those of the host contracts and
the host contracts are not measured at FVTPL.

Generally, multiple embedded derivatives in a single
instrument that are separated from the host contracts
are treated as a single compound embedded derivative
unless those derivatives relate to different risk exposures
and are readily separable and independent of each other.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge

accounting (continued)

2.7.5 Loans and advances

‘Loans and advances’ captions in the statement of financial
position include:

loans and advances measured at amortised cost using the
effective interest method;

loans and advances measured at FVTOCI; these are
measured at fair value with the changes recognised
immediately in other comprehensive income. At
derecognition, the cumulative fair value gain or loss
that was recognised in other comprehensive income is
reclassified (“recycled”) from equity to profit or loss; and

loans and advances mandatorily measured at FVTPL or
designated as at FVTPL; these are measured at fair value
with changes recognised immediately in profit or loss.

When the Group purchases a financial asset and simultaneously
enters into an agreement to resell the asset (or a substantially
similar asset) at a fixed price on a future date (reverse repo or
stock borrowing), the arrangement is accounted for as a loan
or advance, and the underlying asset is not recognised in the
Group’s consolidated financial statements.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.7 Financial assets, impairment of financial assets, financial
liabilities, derivative financial instruments and hedge
accounting (continued)

2.7.6 Financial investments
The ‘financial investments’ caption in the statement of
financial position includes:

. debt investments measured at amortised cost (see note
2.7.1(ii)); these are initially measured at fair value plus
incremental direct transaction costs, and subsequently at
their amortised cost using the effective interest method;

. debt and equity investments mandatorily measured at
FVTPL or designated as at FVTPL; these are measured at
fair value with changes recognised immediately in profit
or loss;

. debt investments measured at FEVTOCI; and

. equity investments designated as at FVTOCI.

For debt securities measured at FVTOCI, gains and losses
are recognised in OCI, except for the following, which are
recognised in profit or loss in the same manner as for financial
assets measured at amortised cost:

. interest revenue using the effective interest method;
. ECL and reversals; and
. foreign exchange gains and losses.

When debt security measured at FVTOCI is derecognised,
the cumulative gain or loss previously recognised in OCI is
reclassified from equity to profit or loss.

The Group elects to present in OCI changes in the fair value of
certain investments in equity instruments that are not held for
trading. The election is made on an instrument-by-instrument
basis on initial recognition and is irrevocable.

Gains and losses on such equity instruments are never
reclassified to profit or loss and no impairment is recognised
in profit or loss. Dividends are recognised in profit or loss
unless they clearly represent a recovery of part of the cost of
the investment, in which case they are recognised in OCI.
Cumulative gains and losses recognised in OCI are transferred
to retained earnings on disposal of an investment.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.8

28

Sale and repurchase agreements

Securities sold subject to repurchase agreements (“repos”) are
reclassified in the consolidated financial statements as pledged
assets when the transferee has the right by contract or custom to sell
or repledge the collateral; the counterparty liability is included in
deposits from banks and other financial institutions or deposits from
customers, as appropriate. Securities purchased under agreements
to resell (“reverse repos”) are recorded as loans and advances to
customers and banks or placements with banks and other financial
institutions, as appropriate.

The difference between sale and repurchase prices is treated as
an interest and accrued over the life of the agreements using the
effective interest method. Securities lent to counterparties are also
retained in the consolidated financial statements.

Securities borrowed are not recognised in the financial statements,
unless these are sold to third parties, in which case the purchase
and sale are recorded with the gain or loss included in the trading
income. The obligation to return them is recorded at fair value as a
liability.

Repossessed assets

In the recovery of credit-impaired financial assets, the Group may
take possession of assets held as collateral through court proceedings
or voluntary delivery of possession by the borrowers. Where it is
intended to achieve an orderly realisation of the credit-impaired
financial assets and the Group is no longer seeking repayment from
the borrowers, repossessed assets are reported in “advances and
other accounts” in the consolidated statement of financial position.
The Group does not hold the repossessed assets for its own use.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.10 Segment reporting

2.11

An operating segment is a component of an entity: (a) that engages

in business activities from which it may earn revenues and incur

expenses (including revenues and expenses relating to transactions

with other components of the same entity), (b) whose operating

results are regularly reviewed by the entity’s chief operating decision

maker to make decisions about resources to be allocated to the

segment and assess its performance, and (c) for which discrete

financial information is available.

Foreign currency translation

(a)

(b)

Functional and presentation currency

Items included in the consolidated financial statements of each
of the Group’s entities are measured using the currency of the
primary economic environment in which the entity operates
(the “functional currency”). The consolidated financial
statements are presented in Hong Kong dollars, which is the
Bank’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the translations at year- end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in the consolidated income statement, except when
deferred in other comprehensive income as qualifying cash
flow hedges and qualifying net investment hedges.

Translation differences on non-monetary items that are
measured at fair value whose fair value changes recognised in
the consolidated income statement, such as equity held at fair
value through profit or loss, are reported as part of the fair
value gain or loss. Translation differences on non-monetary
items that are measured at fair value whose fair value changes
recognised in the equity, such as equity investments in respect
of which an election has been made to present subsequent
changes in fair value in other comprehensive income are
recorded as other comprehensive income and included in the
fair value reserve in equity.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.11 Foreign currency translation (continued)

(c)

(d)

Group companies

The results and financial positions of all the group entities
(none of which has a functional currency which is the currency
of a hyperinflationary economy) that have a functional
currency different from the presentation currency are
translated into the presentation currency as follows:

. assets and liabilities of these entities are translated at the
closing rate at the end of the reporting period;

. their income statements are translated at average
exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates
prevailing on the transaction dates, in which case
income and expenses are translated using the exchange
rates prevailing at the dates of the transactions); and

. all resulting exchange differences are recognised in other
comprehensive income and accumulated in a separate
component of equity.

On consolidation, the exchange differences arising from the
translation of the net investment in foreign entities, and of
borrowings and other currency instruments designated as
hedges of such investments, are included in exchange reserve.
When a foreign operation is sold, such exchange differences
are recognised in the consolidated income statement as part of
the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition
of a foreign entity are treated as assets and liabilities of the
foreign entity and translated at the closing rate.

Consolidated statement of cash flows

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
Hong Kong dollars at the exchange rates ruling at the dates
of the cash flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into Hong Kong dollars at the weighted average exchange rates
for the year.



R =R o 7 ST () AR A
Annual Report 2023 Industrial and Commercial Bank of China (Asia) Limited

WEF =+ A=t —HILFE
For the year ended 31 December 2023

2 EEGEBURME AR @) 2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.12 P ETHAME 2.12 Property, plant and equipment
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Bank premises and properties comprise mainly branches and offices.
Bank premises and properties are shown at fair value, based on
periodic, but at least triennial, valuations by external independent
valuers, less subsequent depreciation. Any accumulated depreciation
at the date of revaluation is restated proportionately with the change
in the gross carrying amount of the asset so that the carrying amount
of the asset after revaluation equals its revalued amount. All other
items of property, plant and equipment are stated at historical cost
less depreciation and impairment losses. Historical cost includes
expenditure that is directly attributable to the acquisition of the
items. Cost may also include transfers from equity of any gains or
losses on qualifying cash flow hedges of foreign currency purchases
of property, plant and equipment.

Expenditure incurred after items of property, plant and equipment
have been put into operation, such as repairs and maintenance, is
normally charged to the consolidated income statement in the period
in which it is incurred. In situations where the recognition criteria
are satisfied, the expenditure for a major inspection is capitalised in
the carrying amount of the asset as a replacement. Where significant
parts of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with
specific useful lives and depreciates them accordingly.

Increases in the carrying amount arising on revaluation of bank
premises and properties are credited to bank premises revaluation
reserve in shareholders” equity. Decreases that offset previous
increases of the same asset are charged against bank premises
revaluation reserve directly in equity; all other decreases are
expensed in the consolidated income statement.

If a property becomes an investment property because its use has
changed as evidenced by end of owner-occupation, any difference
between the carrying amount and the fair value of that item
(including the relevant leasehold land classified as right-of-use
assets) at the date of transfer is recognised in other comprehensive
income and accumulated in revaluation reserve. On the subsequent
sale or retirement of the property, the relevant revaluation reserve
will be transferred directly to retained earnings.
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(continued)

2.12 Property, plant and equipment (continued)

Depreciation of property, plant and equipment is calculated using
the straight-line method to allocate cost or revalued amounts to their
residual values over their estimated useful lives, as follows:

Bank premises and properties  Over the remaining lease period of
the land on which the properties
are situated or their estimated
useful lives of 50 years, whichever
is shorter

Leasehold improvements Over the lease term of the leased
premises or their estimated useful
lives of 10 years whichever is

shorter
Furniture and equipment 5to 10 years
Right-of-use assets Period of lease term, ranging from 1

year to 6 years

The residual values, useful lives and the depreciation method are
reviewed, and adjusted if appropriate, at each financial year end.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount, with the amount charged directly to
the consolidated income statement.

An item of property, plant and equipment and any significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in the consolidated income
statement in the year the asset is derecognised is the difference
between the net sales proceeds and the carrying amount of the
relevant asset. On disposal of a revalued asset, the relevant portion of
the reserve realised in respect of previous valuations is transferred to
retained earnings as a movement in reserves.
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(continued)

2.13 REYE 2.13 Investment properties
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Property that is held for long-term yields or for capital appreciation
or both and that is not occupied by the companies in the Group is
classified as investment property.

Investment properties are measured initially at cost, including
related transaction costs. After initial recognition, investment
properties are carried at fair value. Fair value is based on active
market prices, adjusted, if necessary, for any difference in the nature,
location or condition of the specific asset. If this information is not
available, the Group uses alternative valuation methods such as
recent transaction prices on less active markets or discounted cash
flow projections. These valuations are performed in accordance
with the guidance issued by the International Valuation Standards
Committee. These valuations are reviewed annually by external
valuers.

The fair value reflects, on a similar basis, any cash outflows that
could be expected in respect of the properties. Some of those
outflows are recognised as liabilities; including contingent rent
payments, are not recognised in the consolidated financial
statements.

Subsequent expenditure is added to the asset’s carrying amount only
when it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured
reliably. All other repair and maintenance costs are expensed in the
consolidated income statement during the financial period in which
they are incurred.

Changes in fair values are recognised in the consolidated income
statement.
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(continued)

2.13

2.14

Investment properties (continued)

If an investment property becomes owner-occupied, it is reclassified
as property, plant and equipment, and its fair value at the date of
reclassification becomes its cost for accounting purposes. Properties
that are being constructed or developed for future use as investment
properties are classified as investment properties under development
and stated at cost until construction or development is completed, at
which time they are reclassified and subsequently accounted for as
investment properties.

If an item of property, plant and equipment becomes an investment
property because its use has changed, any difference resulting
between the carrying amount and the fair value of this item at the
date of transfer is recognised in equity as a revaluation of property,
plant and equipment under HKAS 16. However, if a fair value gain
reverses a previous impairment loss, the gain is recognised in the
consolidated income statement.

Goodwill

Goodwill represents the excess of the cost of an acquisition over
the fair value of the Group’s share of the net identifiable assets
and liabilities assumed of the acquired subsidiaries at the date of
acquisition. Goodwill on acquisitions of subsidiaries is included in
goodwill and other intangible assets. Goodwill on acquisition of an
associate is included in “Investments in associate”. The carrying
amount of goodwill is reviewed for impairment annually or more
frequently if events or changes in circumstances indicate that the
carrying value may be impaired. Goodwill is carried at cost less
accumulated impairment losses. An impairment loss recognised for
goodwill is not reversed in a subsequent period. Gains and losses on
the disposal of an entity include the carrying amount of goodwill
relating to the entity sold.

Goodwill is allocated to each of the Group’s cash-generating units
(or group of cash-generating units) that is expected to benefit from
the synergies of the combination, which represent the lowest level at
which the goodwill is monitored for internal management purposes
and not larger than an operating segment.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.15 Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired.

The amortisation period and the amortisation method for an
intangible asset with a finite useful life are reviewed at least at each
financial year end.

Gains or losses from derecognition of an intangible asset are
measured as the difference between the net disposal proceeds and the
carrying amount of the asset and are recognised in the consolidated
income statement when the assets are derecognised.

(a)  Computer software
Acquired computer software licences are capitalised on
the basis of the costs incurred to acquire and bring to use
the specific software. These costs are amortised over their
estimated useful life of four years.

Costs associated with developing or maintaining computer
software programmes are recognised as an expense as
incurred. Costs that are directly associated with the production
of identifiable and unique software products controlled by
the Group, and that will probably generate economic benefits
exceeding costs beyond one year, are recognised as intangible
assets. Direct costs include the software development
employee costs and an appropriate portion of relevant
overheads.

Computer software development costs recognised as
intangible assets are amortised over their estimated useful life
(not exceeding four years).

(b)  Trading rights

Trading rights represent eligibility rights with indefinite useful
lives to trade on or through The Stock Exchange of Hong
Kong Limited and are tested for impairment annually. Such
intangible assets are not amortised. The useful life is reviewed
annually to determine whether indefinite life assessment
continues to be supportable, if not, the change in the useful
life assessment from indefinite to infinite is accounted for on a
prospective basis.
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(continued)

2.16

2.17

Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to
amortisation and depreciation, but are tested annually for
impairment. Assets that are subject to amortisation are reviewed for
impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is
the higher of an asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately identifiable cash flows
(cash-generating units). In assessing value in use, the estimated
future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments
of the time value of money and the risks specific to the asset. An
impairment loss is charged to the consolidated income statement in
the period in which it arises, unless the asset is carried at a revalued
amount, in which case the impairment loss is accounted for in
accordance with the relevant accounting policy for that revalued
asset. A previously recognised impairment loss of an asset other
than goodwill is reversed only if there has been a change in the
estimates used to determine the recoverable amount of that asset,
but not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation), had
no impairment loss been recognised for the asset in prior years.
A reversal of such impairment loss is credited to the consolidated
income statement in the period in which it arises.

Income tax

Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside profit
or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior periods are
measured at the amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period,
taking into consideration interpretations and practices prevailing in
the countries in which the Group operates.

Deferred tax is provided on all temporary differences at the end of
the reporting period between the tax bases of assets and liabilities
and their carrying amounts in the consolidated financial statements.
However, if the deferred income tax arises from initial recognition
of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither
accounting nor taxable profit or loss, it is not accounted for as
deferred income tax. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantially enacted by
the end of the reporting period and are expected to apply when the
related deferred income tax asset is realised or the deferred income
tax liability is settled.
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2.17 Fﬁ ?%“ﬁﬁ (#1) 2.17 Income tax (continued)
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Deferred income tax assets are recognised to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries and associate, except where the timing of
the reversal of the temporary difference is controlled by the Group
and it is probable that the temporary difference will not reverse in
the foreseeable future.

Deferred tax related to fair value re-measurement of financial
investments measured at FVTOCI and cash flow hedges, which are
charged or credited directly to equity, is also credited or charged
directly to equity and is subsequently recognised in the consolidated
income statement together with the deferred gain or loss.

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of the reporting period and are
recognised to the extent that it has become probable that sufficient
taxable profit will be available to allow all or part of the deferred tax
asset to be recovered.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.

For leasing transactions in which the tax dedications are attributable
to the lease liabilities, the Group applies HKAS 12 requirements to
the leasing transaction as a whole. Temporary differences relating
to right-of-use assets and lease liabilities are assessed on a net basis.
Excess of depreciation on right-of-use assets over the lease payments
for the principal portion of lease liabilities results in net deductible
temporary differences.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.18 Employee benefits

(a) Employee leave entitlements
Employee entitlements to annual leave and long service leave
are recognised when they accrue to employees. An accrual
is made for the estimated liability for annual leave and long
service leave as a result of services rendered by employees up to
the end of the reporting period.

(b)  Pension obligations
The Group operates a defined contribution retirement scheme
under the Occupational Retirement Schemes Ordinance (the
“ORSO Scheme”) and another defined contribution retirement
scheme under the Mandatory Provident Fund Schemes
Ordinance (the “MPF Scheme”) for those employees of the
Group who are eligible and have elected to participate in the
schemes. The Group’s contributions to the ORSO Scheme are
made based on a percentage of the eligible employees’ basic
salaries and those made to the MPF Scheme are made based
on a percentage of the eligible employees’ relevant income as
defined in the MPF Scheme. These contributions are expensed
as incurred and are reduced by contributions forfeited by
those employees of the Group who leave the schemes prior
to the contributions vesting fully. The assets of the schemes
are held separately from those of the Group in independently
administered funds.

2.19 Provisions

Provisions for restructuring costs and legal claims are recognised
when (i) the Group has a present legal or constructive obligation
as a result of past events; (ii) it is more likely than not that an
outflow of resources will be required to settle the obligation; and
(iii) the amount can be reliably estimated. Restructuring provision
includes only the direct expenditures arising from the restructuring,
which are those amounts that are both necessarily entailed by the
restructuring and not associated with the ongoing activities of the
entity.

Where there is a number of similar obligations, the likelihood that an
outflow of resources will be required in settlement is determined by
considering the class of obligations as a whole.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.20 Leased assets

At inception of a contract, the Group assesses whether the contract is,
or contains, a lease. A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified asset for a period
of time in exchange for consideration. Control is conveyed where the
customer has both the right to direct the use of the identified asset and
to obtain substantially all of the economic benefits from that use.

(i)

(ii)

The Group as a lessor

Leases for which the Group is a lessor are classified as finance
or operating leases. Whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership
of an underlying asset to the lessee, the contract is classified as a
finance lease. All other leases are classified as operating leases.

Amounts due from lessees under finance leases are recognised
as receivables at commencement date at amounts equal to net
investments in the leases, measured using the interest rate
implicit in the respective leases. Initial direct costs (other than
those incurred by manufacturer or dealer lessors) are included
in the initial measurement of the net investments in the leases.
Interest income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the Group’s net
investment outstanding in respect of the leases.

Rental income from operating leases is recognised in profit
or loss on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the
leased asset, and such costs are recognised as an expense on a
straight-line basis over the lease term except for investment
properties measured under fair value model. Variable lease
payments for operating leases that depend on an index or a rate
are estimated and included in the total lease payments to be
recognised on a straight-line basis over the lease term. Variable
lease payments that do not depend on an index or a rate are
recognised as income when they arise.

As a lessee

The Group applies the short-term lease recognition exemption
to leases (e.g. branch offices, ATM machinery and copiers), that
have a lease term of 12 months or less from the commencement
date and do not contain a purchase option. When the Group
enters into a lease in respect of a low-value asset, the Group
decides whether to capitalise the lease on a lease-by-lease basis.
For the Group, low-value assets are typically copiers. The lease
payments on short-term leases and leases of low-value assets
which are not capitalised are recognised as an expense on a
systematic basis over the lease term.

Where the lease is capitalised, the lease liability is initially
recognised at the present value of the lease payments payable
over the lease term, discounted using the interest rate implicit
in the lease or, if that rate cannot be readily determined, using
a relevant incremental borrowing rate. Variable lease payments
that do not depend on an index or rate are not included in
the measurement of the lease liability and hence are charged
to profit or loss in the accounting period in which they are
incurred. After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.20 Leased assets (continued)

(ii)

As a lessee (continued)

The right-of-use asset recognised when a lease is capitalised
is initially measured at cost, which comprises the initial
amount of the lease liability plus any lease payments made at
or before the commencement date, and any initial direct costs
incurred. Where applicable, the cost of the right-of-use assets
also includes an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the
site on which it is located, discounted to their present value,
less any lease incentives received. The right-of-use asset is
subsequently stated at cost less accumulated depreciation and
impairment losses (see note 2.12), except for the following
types of right-of-use asset:

- right-of-use assets that meet the definition of investment
property carried at fair value in accordance with note
21138

- right- of- use assets related to leasehold land and
buildings where the Group is the registered owner of the
leasehold interest are carried at fair value in accordance
with note 2.12.

The lease liability is remeasured when there is a change in
future lease payments arising from a change in an index or
rate, or there is a change in the Group’s estimate of the amount
expected to be payable under a residual value guarantee, or
there is a change arising from the reassessment of whether
the Group will be reasonably certain to exercise a purchase,
extension or termination option. When the lease liability is
remeasured in this way, a corresponding adjustment is made
to the carrying amount of the right-of-use asset, or is recorded
in profit or loss if the carrying amount of the right-of-use asset
has been reduced to zero.

The lease payments include:

. fixed payments (including in-substance fixed payments)
less any lease incentives receivable;

. variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at the
commencement date;

. amounts expected to be payable by the Group under
residual value guarantees;

. the exercise price of a purchase option if the Group is
reasonably certain to exercise the option; and

. payments of penalties for terminating a lease, if the
lease term reflects the Group exercising an option to
terminate the lease.

The Group presents right-of-use assets that do not meet the
definition of investment property in ‘Property, plant and
equipment’, and presents lease liabilities in “Other liabilities”.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.21

220

Contingent liabilities and contingent assets

A contingent asset is a possible asset that arises from past events and
whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain events not wholly within the
Group’s control.

A contingent liability is a possible obligation that arises from past
events and whose existence will only be confirmed by the occurrence
or non-occurrence of one or more uncertain future events not
wholly within the Group’s control, or a present obligation arising
from past events that is not recognised either because an outflow of
resources embodying economic benefits will be required to settle the
obligation but is not probable or the amount of obligation cannot be
measured with sufficient reliability.

A contingent asset is not recognised but is disclosed in the notes to
the consolidated financial statements when an inflow of economic
benefits is probable. When the inflow is virtually certain, it will be
recognised as an asset.

A contingent liability is not recognised as a provision but is disclosed
in the notes to the consolidated financial statements. When a change
in the probability of an outflow occurs so that outflow is probable, it
will then be recognised as a provision.

Related parties

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that person’s family
and that person:

(i)  has control or joint control over the Group;
(ii)  has significant influence over the Group; or
(iii) is a member of the key management personnel of
the Group or the Group’s parent. Key management
personnel are those persons having authority and
responsibility for planning, directing and controlling the
activities of the Bank and its holding company, directly
or indirectly, including any directors (whether executive
or otherwise), executive committee members and senior

management (as defined under the remuneration policy)
of the Group.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.22 Related parties (continued)

(®)

the party is an entity where any of the following conditions

applies:

(i) The entity and the Group are members of the same
group.

(ii)  One entity is an associate or joint venture of the other
entity (or of a parent, subsidiary or fellow subsidiary of
the other entity).

(iii) The entity and the Group are joint ventures of the same
third party.

(iv) One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an entity
related to the Group.

(vi) The entity is controlled or jointly controlled by a person
identified in (a).

(vii) A person identified in (a)(i) has significant influence

over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity).

(viii) The entity, or any member of a group of which it is a

part, provides key management personnel services to the
Group or to the Group’s parent.

Close members of the family of a person are those family

members who may be expected to influence, or be influenced
by that person in their dealings with the entity.
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2 SUMMARY OF MATERIAL ACCOUNTING POLICIES

(continued)

2.23

2.24

Dividends

Final dividends proposed by the directors are classified as a separate
allocation of retained earnings within the equity section of the
statement of financial position, until they have been approved by the
shareholders in a general meeting. When these dividends have been
approved by the shareholders and declared, they are recognised as a
liability.

Interim dividends are simultaneously proposed and declared,
because the Bank’s memorandum and articles of association
grant the directors the authority to declare interim dividends.
Consequently, interim dividends are recognised immediately as a
liability when they are proposed and declared.

Fiduciary activities

The Group commonly acts as trustees and in other fiduciary capacities
that result in the holding or placing of assets on behalf of individuals,
trusts, retirement benefit plans and other institutions. These assets
and income arising thereon are excluded from these financial
statements, as they are not assets of the Group.

3  CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS

3.1

Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving
estimations (see below), that the Group have made in the process
of applying the Group’s accounting policies and that have the most
significant effect on the amounts recognised in the consolidated
financial statements.

(i)  Impairment losses

Note 4.2(h) provide details that the Group made significant
judgement on establishing the criteria for determining
whether credit risk on the financial asset has increased
significantly since initial recognition, determining
methodology for incorporating forward-looking information
into measurement of ECL and selection of models used to
measure ECL.
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CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

3.1 Critical judgements in applying accounting policies

(continued)

(ii)

Determining the lease term

As explained in the above accounting policies, the lease
liability is initially recognised at the present value of the
lease payments payable over the lease term. In determining
the lease term at the commencement date for leases that
include renewal options exercisable by the Group, the Group
evaluates the likelihood of exercising the renewal options
taking into account all relevant facts and circumstances that
create an economic incentive for the Group to exercise the
option, including favorable terms, leasehold improvements
undertaken and the importance of that underlying asset to the
Group’s operation. The lease term is reassessed when there
is a significant event or significant change in circumstance
that is within the Group’s control. Any increase or decrease in
the lease term would affect the amount of lease liabilities and
right-of-use assets recognised in future years.

3.2 Key sources of estimation uncertainty

The following are the key assumptions concerning the future,

and other key sources of estimation uncertainty at the end of

the reporting period that may have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

(i)

(ii)

Impairment losses

The measurement of the expected credit loss allowance for
financial assets measured at amortised cost and FVOCI and
with exposure arising from loan commitments and financial
guarantee contracts, is an area that requires the use of complex
models and significant assumptions about future economic
conditions and credit behavior (the likelihood of customers
defaulting and the resulting losses). Refer to Note 4.2(h)
credit risk for the explanation of the inputs, assumptions and
estimation techniques used in measuring ECL.

Fair value of financial assets and liabilities

If the market for a financial instrument is not active, the
Group establishes fair value by using a valuation technique.
Valuation techniques include using discounted cash flow
model, market-comparable approach and net asset value
model. To the extent practicable, valuation technique makes
maximum use of market inputs. However, where market
inputs are not available, management needs to make estimates
on such unobservable market inputs. Note 4.6 provides further
information on the Group’s fair value accounting policy and
process.
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CRITICAL ACCOUNTING ESTIMATES AND
ASSUMPTIONS (continued)

3.2 Key sources of estimation uncertainty (continued)

(iii)  Estimated impairment of goodwill

(iv)

(v)

The Group tests annually whether goodwill has suffered any
impairment, in accordance with the accounting policy. The
recoverable amounts of cash-generating units have been
determined based on the value-in-use calculations. These
calculations require the use of estimates of discount rate and
long-term growth rate.

Income taxes

The Group is subject to income taxes in numerous jurisdictions.
Significant estimates are required in determining the
worldwide provision for income taxes. There are many
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of
business. The Group recognises liabilities for anticipated tax
audit issues based on estimates of whether additional taxes
will be due. Where the final tax outcome of these matters
is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.

Fair values of investment properties

Investment properties are stated at fair value based on the
valuation performed by independent professional valuers. The
determination of the fair value involves certain assumptions of
market conditions which are set out in note 4.7.

In relying on the valuation report, the Group have exercised

their judgement and are satisfied that the method of valuation
is reflective of the current market conditions.
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FINANCIAL RISK MANAGEMENT

4.1

Overall risk management

Pursuant to the implementation of the New Capital Accord since
January 2007, the Group has been practising sound risk management in
congruence with the principles and requirements of the New Accord.
Increased attention to corporate governance, Board oversight and a
top-down approach permeated through the Group’s risk management
structure, processes, policies and internal control. In particular,
following the establishment of the Basel III framework which promotes
the resilience of banks’ liquidity risk profile, the Group has been
sufficiently upgrading its liquidity risk management standards. For its
business plan and activities, the Group identifies, assesses, monitors,
controls, reports and reviews the major risks to ensure capital adequacy,
compliance with regulatory guidelines, and adherence to the Board’s
risk appetite, including during times of stress.

Risk management structure and principles

The Group has established policies and procedures for the
identification, measurement, control and monitoring of risk factors
(including credit, liquidity, market, interest rate, operational,
reputation, strategic, legal and compliance risks etc.). Central to the
Group’s risk management is the Board’s oversight, which ultimately
endorses all core risk management policies and their subsequent
amendments. Two Risk Management Committees, one at Board
level and the other at senior executive level, reinforce the Board and
management’s oversight in the risk management structure, process
and policies. The management of the Group, the relevant functional
committees and the risk management departments review and
revise these policies and procedures on a regular basis. The Group’s
Internal Audit Department also performs regular independent
review on compliance with policies and procedures.

Launch of new products and services

The launch of new banking products and services has to go through
the essential steps of a development and approval process to
ensure their commercial viability, ethical suitability and statutory
compliance. Relevant department or business unit is responsible to
prepare a proposal for any new product or service to the Product
Innovation and Optimisation Committee (chaired by a Deputy Chief
Executive of the Bank) for discussion. The main objective of the
process is to identify and assess the risks associated with the product,
and to implement steps to mitigate or control these risks.

In accordance with New Capital Accord, the Group adopts the
following approaches for its credit, market and operational risk
exposure in the calculation of its capital adequacy ratio (“CAR”):

Credit risk
Market risk
Operational risk

- Standardised approach
- Standardised approach
- Basic indicator approach
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Overall risk management (continued)

4.1
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4.1

Launch of new products and services (continued)
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FINANCIAL RISK MANAGEMENT (continued)

4.2

Credit risk

Credit risk is the risk that a borrower or counterparty of the Group
will be unable or unwilling to honour a repayment obligation.
The Group has standards, policies and procedures and designated
functional departments in place to control and monitor these risks.

The Group devotes considerable resources to maintaining sound
credit risk management. Management has set credit policies and
systems to identify, measure, monitor and control risks inherent
in various lending businesses. This process ensures prudence,
minimises operational omissions in credit matters, and aims at early
detection of potential problems, thereby minimising business loss.

High-level credit policies of the Group are set, reviewed and
constantly updated by the relevant functional departments and
committees, and for prominent issues, by the management or even
the Board to take balanced account of dynamic market situations,
regulatory requirements, the Group’s usual prudent lending
practices and its latest business strategies. All these credit policies,
processes and practices, as they are developed, updated, reviewed
and revised, are written from time to time into Credit Manuals and
supplementary lending product manuals for internal control and
compliance purposes. Given the Bank’s privatisation in late 2010
and its subsequently more intimate alignment with the policies and
risk appetite of ICBC (the “Parent Bank”), the Bank’s credit risk
management have been increasingly taking into account the Parent
Bank’s credit process, policies and information. This is with an
ultimate goal to fit constructively into the Parent Bank’s unified and
consolidated credit risk policy.

Credit authorities are delegated to individual approvers for
efficiency and productivity purposes. Credit proposals shall require
recommendation by the Business Line and credit assessment by
Credit Approval Department. The Bank’s Credit Committee, which
deliberates credit policies and sizable loans, assists final approver
to make credit decision. Only the credit proposals deliberated by
the Credit Committee would be submitted to approver for final
approval. Within credit authority delegated by the Parent Bank,
the Bank shall not proceed credit proposal if Credit Approval
Department disagreed.



SR EFER
Annual Report 2023

4 B E| B A B (an)

4.2

& R B (1)

A5 2 4L 5 T T B T 4 v A SR AT B M
I3 A BUAT A B AT Al M A5 LR B 2 TP o RS
RPN 4R g ST AR BT Al AR (R A K
HAG RS R BREAREMAGE
R ] 5T 2 A5 S BOR R AR 5] o BRB LS AL ST
fili B2 50 J A AR FR AL o 5 8 R 858 AR
B T o A R AL B A AT
EMERE A o Jy TIRFFBISLNE » RRIT 2%
TRAFHLAS - BOSE HLAR DA A5 B R AR i
P8 L 1 A S 2 B BRI AT B AR
HRESR o AR B2 > il 2 DR AT SR > Sl
JRR i A R VS S S 4 T L AT A o S T R B A
i A TR i B0 5 5 3 T 1) 5 T LB o

7 42 [ B JaRL g 9 3 AR [ % (TRAROC )
BT DA e Ao 8K 7 U AR R AR T SE T
A 50 S 48 D ) 5 P J g o) 8 5 e iy A -

EEEB TR - B EREERA G R R
RBL o AR 2 AR5 R B AT A% o) B e 218%
AL > Ty T ZE AT N R R AR SR ) E > DA
I8 1) 155 R JEBRY = SR 22 4F A R R SR A A - T
HY A 4R I T A — 8 R T 5 A R O
I 2SI F0AT A  JRUBR L 1 > RO R R
P > TR A T R B HRAR S (T
5 L AT RIS 1y T ot oy M B A))

AL B A5 TR R 32 88 0 TR B AR Bk
SERERH R B - O AR AR - B TR SR UE
T v T 81 2 A7 5 4k IS R o 7 A 4R o
J DA K B~ g 2 B SRR A KR B,
1] P Tl 7 At Y B AR 4R ] 2 J B R 32 fE
AR R K o

AGRATE R BRAR WAL - B BEAK
JFECAT S R R R - Sl A SR AT HE 4
e AT 26 T Hb [ 77 35 TAT R o

o T SRAT (W) A R4

Industrial and Commercial Bank of China (Asia) Limited

WEF =+ A=t —HILFE
For the year ended 31 December 2023

FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

The Credit Approval Department (“CAD”) and the Loans
Administration Department (“LAD”) are the centralised
departments in the Bank mandated to carry out credit assessment
and credit administration respectively. They perform independent
credit assessment, post-approval credit administration and other
credit control functions to ensure that the credit process complies
with credit policies and guidelines laid down by the management.
Apart from the independent credit assessment and matrix
approval process, regular post-approval inspection reviewed by
the Credit and Investment Management Department (“CMD”). To
maintain their independence, the Credit Approval Department,
Loans Administration Department and Credit and Investment
Management Department of the Bank have direct reporting lines to
a Assistant/Deputy Chief Executive who is independent of business.
The same control, supplemented by system support and regular
mark-to-market by the Risk Management Department, also applies
to the counterparty credit risk of all derivative products.

The Group employs risk adjusted return on capital (“RAROC”)
techniques to help ensure that its loan assets are commensurately
priced on a credit risk-adjusted basis according to Basel Internal
Rating principles.

Management spares no efforts in monitoring the quality and
behavior of the loan portfolio. The Group’s internal credit
risk grading system consisting of 21 grades built on Basel
Internal Rating—Compliant Attributes is adopted for credit risk
differentiation purposes. With internal data to be constantly
enriched through years of experience, it is expected that the Group
can make further use of the credit statistics to profile and track down
credit risk migration, to measure loan default probabilities and to
practise other credit risk management processes, of which the new
credit rating model is and will substantially be an integral part.

The Group’s credit risk appetite is spelt out, disseminated and
referred to in daily credit decisions. The purpose is to limit the range
of credit proposals presented in the credit approval process to those
that fit the Group’s risk appetite developed out of the Group’s past
experience, the Board’s preference and risk/reward evaluation.

The Bank is vigilant about risk concentration and has therefore been
practising credit risk exposure limits to individual customers in
absolute amount and as a percentage of the Bank’s equity, to industry
sectors and to geographical markets.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

The Group’s quarterly credit guidelines and loan portfolio review
have been implemented for years. In economic bad times, it is
basic to the mechanism for initiating pre-emptive measures to help
stabilise the quality of the Group’s loan asset portfolio. These have by
now been supplemented by the Parent Bank’s credit risk appetites,
industry and common customer credit policies. The credit resources
of the Parent Bank have been significantly useful to the Group in its
loan business, in customer selection, screening, credit review and
decision.

The Group attaches increasing importance to post-approval risk
monitoring. This is performed by the Credit and Investment
Management Department which reviews potentially problematic
borrowing accounts and performs group review of special mention
accounts and customers in high risk portfolios. It is also performed
by Business Line relationship managers and Credit Approval
Department who identify and review Early Warning List customers.

(a)  Maximum exposure to credit risk before collateral held or other
credit enhancements

A BB LR N 2 A5 R B A

T SRAT [7] 56 B H: A <= Rl A 2 65 i
TE SRAT 7] 2 B H Ath <5 A6 A 2

Credit risk exposures relating to on-balance sheet assets are as
follows:

Balances with banks and other financial institutions

Placements with and advances to banks and other financial

2023 2022
T#1 T# T
HK$’000 HK$000
36,087,059 44,773,215

R K B institutions 148,766,323 156,472,193
ik &m TR Derivative financial instruments 9,221,842 17,697,213
AR B oA HR T Advances and other accounts 460,712,374 462,149,626
4 Rl A Financial investments 257,935,478 237,827,015
Ho At ¥ Other assets 8,181,055 8,616,958
AREEAERUIZ Credit risk exposures relating to off-balance sheet items are as

£ H R B A - follows:

B ROK i S H At A5 B B R R Loan commitments and other credit related commitments 201,206,082 203,565,469
T A A R A A A B B8R A A Financial guarantees and other credit related contingent liabilities 41,990,656 30,714,116

i 3R A 391 o BRI

At the end of the reporting period

1,164,100,869

1,161,815,805
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(b)

Credit quality

Loans and advances

The credit quality of the portfolio of loans and advances at the
end of the reporting periods can be assessed by reference to the
internal rating system adopted by the Group.

The Credit Function and Credit Committee decide an
individual borrower’s credit rating. Credit rating is a function
of quantitative and management attributes that include
economic outlook, account conduct and industry risk. The
Group has a different rating scale for large corporates and
SMEs. The external ratings of S&P, Moody’s and Fitch will be
referenced, if available.

Loans and advances individually impaired

The Group has a policy to govern customers downgraded
to the non-performing loan (“NPL”) grades when their
unsecured loans are overdue over 90 days. It is very seldom
that a borrower with an unsecured loan outstanding due for
over 90 days would be retained in performing loan instead
of credit-impaired. Credit-impaired borrowing accounts
are typically transferred to management by the Special
Assets Management Centre under Credit and Investment
Management Department, so that the prospect and means of
recovery can be more independently evaluated, decided and
implemented. The Special Assets Management Centre under
Credit and Investment Management Department may not take
any immediate recovery action. The Bank may even render
support in circumstances where the customer in question
is deemed to be able to be rehabilitated and the collateral is
important to the customer’s continued business operation.
The Group may at times join or seek agreement with other
creditor banks to stand still in concert. Otherwise, the Group
will take appropriate measures to preserve the customer’s
assets, to maximise recovery and to quickly realise property
collateral in a timely manner either by private sale or by
public auction at prices that are in acceptable proximity to the
average of several external valuations.

The Group adopts an objective individual impairment policy
in compliance with the requirement of HKFRS 9. Impairment
requirement, if any, can be traced back to reasonably expected
discounted repayment cash flows and/or the assessed net
realisable value of the collateral.

Restructuring activities include extended payment arrangements,
approved external management plans, modification and
deferral of payments. Following restructuring, a previously
overdue customer account is reset to a normal status and
managed together with other similar restructured debts by
the Special Assets Management Centre under Credit and
Investment Management Department. Restructuring policies
and practices are based on indicators or criteria which, in
the judgement of management, indicate that payment will
most likely continue. These policies are kept under continual
review. They are retained in non-performing loans as long
as there is no sufficiently good reason to believe that the
obligor will be able to sustainably meet the re-scheduled loan
repayment terms.
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4 B R B A BE om0 4 FINANCIAL RISK MANAGEMENT (continued)
4.2 'f%. )EH JE FRAX' (47) 4.2 Credit risk (continued)
(b) (FEHF (#) (b)  Credit quality (continued)
BRI (4) Loans and advances (continued)
R B W B BERB
Stage 1 Stage 2 Stage 3 2023

AR T A T#x T#x T#x T#x
15 SR R Credit quality description Internal rating HK$’000 HK$°000 HK$°000 HKS$’000
98 Strong 1-10 166,210,547 1,851,386 - 168,061,933
A NI = Satisfactory 11-13 219,702,215 772,912 - 220,475,127

14-16 50,285,037 442,257 - 50,727,294
T R B Higher risk 17-20 99,118 12,787,198 - 12,886,316
15 s (E Credit impaired 21 - - 7,126,149 7,126,149
Hast Total 436,296,917 15,853,753 7,126,149 459,276,819

B — B BL 5 R Bt 5B
Stage 1 Stage 2 Stage 3 2022

AR T 3k Tt T#IT T T
15 SRR Credit quality description Internal rating HKS$’000 HK$’000 HK$’000 HK$’000
[ Strong 1-10 160,635,892 1,323,729 - 161,959,621
A N7 Satisfactory 11-13 214,181,787 1,158,735 - 215,340,522

14-16 61,216,634 234,417 - 61,451,051
1 JE Higher risk 17-20 65,234 16,657,039 - 16,722,273
15 M B E Credit impaired 21 = = 3,921,592 3,921,592
Mt Total 436,099,547 19,373,920 3,921,592 459,395,059
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(b)  Credit quality (continued)
Loans and advances (continued)

Reconciliation of gross carrying amount of loans and advances

is as follow:

Lk R B W RB WEREB Bk
Gross amount Stage 1 Stage 2 Stage 3 Total
T#L T#L T#L T#L

HK$°000 HK$’000 HK$’000 HK$°000

M= [ At 1 January 2023 436,099,547 19,373,920 3,921,592 459,395,059
R A 58 — [ B Transfer to Stage 1 910,708 (903,085) (7,623) -
T 28 T B Transfer to Stage 2 (5,303,954) 5,303,954 - -
B R = B Transfer to Stage 3 (693,269)  (3,239,563) 3,932,832 -
JE\ g 52 ) V% Net change on exposure 22,937,557 (4,238,039) (102,895) 18,596,623
1§ Write-offs - - (543,167) (543,167)
B 50 7 0 S FoAth Exchange difference and others (17,653,672) (443,434) (74,590)  (18,171,696)
AR ZH=+—H At 31 December 2023 436,296,917 15,853,753 7,126,149 459,276,819

Lk 5 — P BL 5 R BL 9= B M

Gross amount Stage 1 Stage 2 Stage 3 Total
T T T T T T

HK$000 HK$’000 HK$’000 HK$°000

R E T HE— [ At I January 2022 435,365,682 19,122,619 6,182,041 460,670,342
R A 58 — [ B Transfer to Stage 1 639,565 (631,978) (7,587) -
TR 28 08 B Transfer to Stage 2 (12,287,474) 12,287,474 - -
T 2 5 = I B Transfer to Stage 3 (692,179) (2,134,438) 2,826,617 -
JeEL g 5 1) 3 Net change on exposure 22,379,847 (9,093,799) (4,211,737) 9,074,311
1% 8 Write-offs = = (627,666) (627,666)
BEE 5t 2 0 7 FoAth Exchange difference and others (9,305,894) (175,958) (240,076) (9,721,928)
W_EF - _HF+-H=+—H At 31 December 2022 436,099,547 19,373,920 3,921,592 459,395,059

RN A BTN S — R =B The following table sets out information about the overdue
i Rk e 1 R o status of loans and in Stages 1, 2 and 3.

BB SRR B WERE B Ak
Stage 1 Stage 2 Stage 3 Total
T#L T T T L
e S 2023 HK$°000 HK$°000 HK$°000 HK$°000
IR Current 433,882,951 14,736,958 1,636,944 450,256,853
i ) S 2 30 H Past due up to 30 days 2,413,966 680,407 - 3,094,373
i #131-60 H Past due 31-60 days - 390,377 8 390,385
i HI61-90 H Past due 61-90 days - 46,011 3,061 49,072
@90 H LA | Past due over 90 days - - 5,486,136 5,486,136
Hast Total 436,296,917 15,853,753 7,126,149 459,276,819
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4 E?J‘%EL Fﬁ%ﬁ (4 4 FINANCIAL RISK MANAGEMENT (continued)
4.2 'f%. )EH JE FRAX' (47) 4.2 Credit risk (continued)
(b) 1FHEHZF (4#) (b)  Credit quality (continued)
BN AR (41) Loans and advances (continued)
5—PE B 5 RE B 5 = P B Mgt
Stage 1 Stage 2 Stage 3 Total
T IT T T T
e 2022 HK$’000 HK$°000 HK$°000 HK$’000
APy Current 434,376,435 19,086,232 489,244 453,951,911
A 30 H Past due up to 30 days 1,723,112 19,825 377,960 2,120,897
i iH31-60 H Past due 31-60 days - 245,117 = 245,117
i iHe61-90 H Past due 61-90 days - 22,746 = 22,746
w90 H A | Past due over 90 days = = 3,054,388 3,054,388
Mt Total 436,099,547 19,373,920 3,921,592 459,395,059
SRE Financial investments
AR AR E B R Reconciliation of gross carrying amount of financial
investments is as follow:
A B—RB W R B WEREB At
Gross amount Stage 1 Stage 2 Stage 3 Total
T T T#L T#L
HK$’000 HK$’000 HK$’000 HK$’000
WRoE =~ —f At 1 January 2023 222,855,434 - 28,895 222,884,329
A% 2 5 — [ Bt Transfer to Stage 1 - - - -
A A B Transfer to Stage 2 - - - -
T 2 5 = B Transfer to Stage 3 - - - -
JE 5 52 ) V5% E Net change on exposure 21,156,034 - (22,772) 21,133,262
1% 8 Write-offs - - - -
[iEE b, 76 %A S HoAth Exchange difference and others (768,246) - - (768,246)
ME-EFZ=ZF A =+—H At 31 December 2023 243,243,222 - 6,123 243,249,345
M 5 — P BL 5 R BL %= B M
Gross amount Stage 1 Stage 2 Stage 3 Total
T T#IT T T
HK$°000 HK$000 HK$000 HK$’000
Mo HE—H—H At 1 January 2022 204,443,198 110,321 - 204,553,519
TR 25 5 — P B Transfer to Stage 1 - - - -
T 25 B Transfer to Stage 2 - - _ _
B 0 = B Transfer to Stage 3 - (110,321) 110,321 -
L 55 5 ) 5t FE Net change on exposure 23,097,873 = (81,426) 23,016,447
1% Write-offs = - _ -
L N A Exchange difference and others (4,685,637) - - (4,685,637)
R_F_—_Ft+_A=+—H At 31 December 2022 222,855,434 - 28,895 222,884,329
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(b) 1FEHEHZE (4#) (b)  Credit quality (continued)
125 K IR 52 5 Debt and equity securities
FRIRE T H = — B G R A The table below presents an analysis of financial investments
5 € B 4> 2 G RBCE AT - TIAR R AR by rating agency designation at 31 December, based on S&P’s
AT 2 BT AR B S A A S B 2 R ratings or their equivalent to the respective categories of
BRI AT - AR A ZEBITHRZE financial investments. In the absence of such issue ratings, the
YLT > HIER A B AT N8R 4 2 3 56 rating scale adopted by the issuers is used.
B o
R 22 5 & S mh 8t g Financial investments held for trading
2023 2022
Ak F
Total Total
T#x T#T
HK$’000 HK$’000
2% Debt securities
AAA AAA 5,477 -
AA—FAA+ AA-to AA+ 3,893,348 1,546,858
A—ZA+ A-to A+ 781,598 1,757,991
R A- Lower than A- 475,074 778,989
EN Unrated 7,891 1,000,518
et Total 5,163,388 5,084,356
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4.2 Credit risk (continued)

E=FER
Annual Report 2023

(b) FEEHZE #) (b)  Credit quality (continued)
1257 IR 527 55 (4%) Debt and equity securities (continued)
A PR RAMRZ RS Non-trading financial investments mandatorily measured at
JH ¥ 4k B fair value through profit or loss
2023 2022
At M5
Total Total
T#x T 70
HK$’000 HKS$’000
%5 Debt securities
AAA AAA 9,152 1,404
AA-FEAA+ AA-to AA+ 12,467 54,571
A-FA+ A-to A+ 55,620 85,696
fEHA- Lower than A— 44,571 188,318
AR ‘ Unrated 42,598 20,608
JB 5 g o BRI G N H A Equity securities, investment funds and others
NS Unrated 4,936,188 4,894,815
st Total 5,100,596 5,245,412
DA P-4 3l 2 i 2 A\ M 4 i Financial investments measured at fair value through other
¥ comprehensive income
B—REB B RRR WERB it
Stage 1 Stage 2 Stage 3 Total
B T#T T#L T#T T#T
SRR 2023 HK$’000 HK$’000 HK$000 HKS$’000
7% Debt securities
AAA AAA 9,844,988 - - 9,844,988
AA-FAA+ AA-to AA+ 58,434,600 - - 58,434,600
A-FA+ A-to A+ 58,215,537 - - 58,215,537
R A- Lower than A- 19,774,265 - 6,123 19,780,388
ARt skt Unrated 1,414,598 - - 1,414,598
il fé%l-f Equity securities
NS Unrated 2,692,857 - - 2,692,857
5 Total 150,376,845 - 6,123 150,382,968
55— P B o R B 5 =B HEt
Stage 1 Stage 2 Stage 3 Total
T T T T T 7T TH#TT
—E 2022 HK$°000 HK$°000 HK$°000 HKS$’000
&% Debt securities
AAA AAA 10,810,777 - - 10,810,777
AA-FAA+ AA-to AA+ 13,713,873 - - 13,713,873
A-FEA+ A-to A+ 60,093,228 - - 60,093,228
A A- Lower than A- 18,653,876 - 28,895 18,682,771
Ak Unrated 6,112,652 - - 6,112,652
Hﬁ%fﬁ# Equity securities
Ktk Unrated 3,163,065 - - 3,163,065
st Total 112,547,471 - 28,895 112,576,366
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(b) FEEHZE #) (b)  Credit quality (continued)
1257 IR 527 55 (4%) Debt and equity securities (continued)
DA B 8 S A I 4 i B Financial investments measured at amortised cost

B—REB R R BERER Bt

Stage 1 Stage 2 Stage 3 Total

T#xT T#x T#T T#L

—RZ = 2023 HK$’000 HK$’000 HK$’000 HK$’000
H5 Debt securities

AAA AAA 6,109,527 - - 6,109,527

AA-BAA+ AA-to AA+ 25,891,523 - - 25,891,523

A- BA+ A-to A+ 39,823,697 - - 39,823,697

R A- Lower than A- 10,687,633 - - 10,687,633

E 51 Unrated 13,046,854 - - 13,046,854

Hast Total 95,559,234 - - 95,559,234

S — P B 5B 5= B Mt

Stage 1 Stage 2 Stage 3 Total

THIT THIT TH# T AR

it Jav 2022 HK$000 HK$’000 HK$’000 HK$°000

5 Debt securities

AAA AAA 6,609,648 - - 6,609,648

AA-EAA+ AA-to AA+ 64,713,527 - - 64,713,527

A- BA+ A-to A+ 26,068,564 - - 26,068,564

IR A- Lower than A- 4,105,766 - - 4,105,766

P Unrated 11,973,523 - - 11,973,523

Mgt Total 113,471,028 - - 113,471,028

BEHs
MRoOEZESH=Z+—H A%EH
ZAEHM G Fh2a86f@ o - W _F
T H =4 H 22,283fF oo 4
9% o Ml & 2 KRIBALIETE » BT K AR
Mesh(E > AR AR T K H e Hifb &
WETHE o A A B Z 59%0 LA PE(E
RO A A T S A RS RIAT B o AR
ZAE T A0 A AR SR A e R R L A
HEZR 4828 > i 45 & B A T 56 1 72 2 T
BEHRG] - ZERMBEEREG TR
BZEGREEABEHNE B GHFE
17— W -

Investment portfolio

As at 31 December 2023, the Group’s debt securities portfolio
amounted to HK$248.6 billion, a 9% increase over the
HK$228.3 billion as at 31 December 2022. The majority of the
portfolio is denominated in USD, HKD and CNY whereas the
rest are in other currencies, such as AUD and JPY. 59% of the
portfolio is kept in the measured at FVTOCI book category.
The Group’s debt securities portfolio operates under a strict
and prudent risk management framework and is in compliance
with all pre-determined internal investment guidelines, which
are reviewed and approved annually by the Credit Committee
and ALCO.

185



o R R SRAT () A R4

Industrial and Commercial Bank of China (Asia) Limited

BEEXZ - =+ "A=+—HILFE
For the year ended 31 December 2023

4 B E| B A B (an)
4.2 15 HIEBE (80

(c) Wit TR

AEBE R TFBIAE RS2 5
I 45 FH JE s BR AR (332 B A &5 AU S
F R\ AR HE I o &5 AR EUR BR ) B
A7 JR B AR Ty vk T o B A A
Z LH (RIAPEME SR &) 28
AT N B (B B V8 7E R 20 Jal B AR A (LA
P B L H 2 R B R R IRr ) o 4%
il %5 B JE gy B 2 o A A A B B 2 ik
LB SR AT - [ 25 52k - el g AT 8
A S R B E 38 B B T
H &5 B RAH (G BH PR ARG 32 H % B ) -
2o R ARG A5 G IR 2SR BT
2R BREEN - — PREITE R - D)
R 4 T 2l A T (L A R R A T O
15 7 R A A7 28 15 Y 1K 5 A B 4% i 45
JE Bz o

(d) HIFEIG L
LN U RN A E S A
MR L FEE— WA EH
JEBE o AN 45 8] 18] LAISDA 3= 19h i 1 2 AT
A T A 5 B T sl SCF > I B T s 42
BE A HNER I FE R I 58 5 o MR AR AS
BARPEAR—E S M BRI R - & E
o RS Wt 81 > IR 58 b 4 i AR
BEE o SR > A B2 (5 R R & s AR
TR RAAE S 2 PERRAR > WA R B A > (i
A DA 1k B3y A8 W R TR R A T o AR
A5 3] 7R 38 3 [R] ISD A =E W i 25 57 4 ) 52
FE B > N6 AR RS SRR B 52 )
T AR AR AT ity A — 2 A A LB o

(e) 1FEHB it

ZE TR FRHMNEEREF AL
B AT AR o YR A5 R TS
A AR B AT R S RE AR ] Y £ o il
LW B AR T ORBE M 55 =5 AT BAT
I FF A AT - T 3% 55 T B4 A B AR
] 22 15 PR B o B K% 265 R A AR
A T 5 T R AR 2 R A = O T
R 2 ki J% A U 1) A 41 ) 2 TS — 5T 9
B HIH > Ja LA FOR R T DA B
fHE EWE SR > F R EEE R
gt 2 A

186

4

E=FER
Annual Report 2023

FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(c)

(d)

(e)

Derivatives

The Group maintains strict control of counterparty credit risk
limits, which subject to pre-settlement risk and settlement
risk, on open derivative positions. The pre-settlement risk is
measured using Current Exposure Method, which included
the current fair value of the instruments that are favorable
to the Group (i.e. assets where their fair values are positive)
and the potential future exposure depending on the type
of the instrument and the remaining maturity. Settlement
risk is controlled and minimised through delivery versus
payment, payment versus payment, receive first and pay later
or such delivery is via central clearing house, and otherwise,
a daily settlement limit to the counterparty is required and
subjected to daily monitoring. The counterparty credit risk
exposure is managed as part of the overall lending limits
with counterparties, and collateral or other security may be
obtained for mitigating the credit risk exposures either in the
form of margin deposits or when the accrued mark to market
loss exceeds a predetermined threshold.

Master netting arrangements

The Group further restricts its exposure to credit risk by
entering into master netting arrangements with counterparties
with which it undertakes a significant volume of transactions.
The Group’s preferred agreement for documenting derivatives
activities is the ISDA Master Agreement, which provides the
contractual framework within which dealing activities of over—
the-counter (“OTC”) transactions are conducted. Master
netting arrangements do not generally result in an offset of
assets and liabilities in the statement of financial position, as
transactions are usually settled on a gross basis. However, the
credit risk is reduced by a master netting arrangement to the
extent that if an event of default occurs, all amounts with the
counterparty are terminated and settled on a net basis. It is
also common for the Group to execute a Credit Support Annex
(“CSA”) in conjunction with the ISDA Master Agreement.
Collateral is passed between counterparties to further mitigate
the credit exposures under a CSA.

Credit-related commitments

The primary purpose of these instruments is to ensure that
funds are available to a customer to settle his obligations
as required. Guarantees and standby letters of credit which
represent irrevocable assurances that the Group will make
payments in the event that a customer cannot meet its
obligations to third parties carry the same credit risk as loans.
Documentary and commercial letters of credit which are
written undertakings by the Group on behalf of a customer
authorising a third party to draw drafts on the Group up to
a stipulated amount under specific terms and conditions are
collateralised by the underlying shipments of goods to which
they relate and therefore carry less risk than direct lending.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(e)

(g)

Credit-related commitments (continued)

Commitments to extend credit represent unused portions of
authorisations to extend credit in the form of loans, guarantees
or letters of credit. With respect to credit risk on commitments
to extend credit, the Group is potentially exposed to loss in an
amount equal to the total unused commitments.

However, even in the worst scenario, loss is likely to be less
than the total unused commitments, as most commitments
to extend credit are contingent upon customers maintaining
specific credit standards. The Group monitors the term
to maturity of credit commitments because longer-term
commitments generally have a greater degree of credit risk
than shorter-term commitments.

Collateral and other credit enhancements

The Group holds collateral against loans and advances to
customers in the forms of mortgages over property, other
registered securities over assets, cash deposits and guarantees.
Collateral generally is not held over loans and advances to
banks, except when securities are held as part of reverse
repurchase and securities borrowing activity. Collateral held
as security for financial assets other than loans and advances is
determined by the nature of the instrument.

Credit risk stress test

In accordance with the HKMA’s supervisory policy manual,
the Group runs the credit risk stress test periodically in
estimation of the probable credit loss in mild, moderate
and severe crisis scenarios. The Group performs the credit
risk stress test taking into consideration of global economic
downturn, volatility in international financial markets, real
estate risks and other factors. The Senior Executive Risk
Management Committee reviews the stress test, its parameters
and their impact on the Group’s capital ratios. Contingency
measures will be devised to control possible adversities, if
deemed necessary.

Based on the stage transition of credit exposures estimated
under the stress scenarios, expected credit loss of exposure
are calculated leveraging on existing HKFRS 9 models. For
credit risk risk-weighted asset (“RWA”), credit risk stress test
takes into account the projected migration of ratings of credit
exposures to estimate the impact to RWA. Past due exposure is
subject to 150% risk weight.

All the above credit risk reports are reviewed quarterly by
the Senior Executive Risk Management Committee and the
Risk Management Committee of the Board of Directors.
Warning signals or breach of stress-testing triggers, if any,
will be investigated, discussed, rectified or dealt with, and, if
necessary, be reported to the Risk Management Committee
of the Board of Directors in due course for information,
instruction or approval.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(h)

Amounts arising from ECL

Significant increase in credit risk

When determining whether the risk of default on a
financial instrument has increased significantly since initial
recognition, the Group considers reasonable and supportable
information that is relevant and available without undue
cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Group’s historical
experience and expert credit assessment and including
forward-looking information.

The objective of the assessment is to identify whether a
significant increase in credit risk has occurred for an exposure
by comparing:

- the remaining lifetime probability of default (“PD”) as at
the reporting date; and

- the remaining lifetime PD for this point in time that
was estimated at the time of initial recognition of
the exposure (adjusted where relevant for changes in
prepayment expectations).

The Group uses three criteria for determining whether there
has been a significant increase in credit risk:

- quantitative test based on movement in PD;
- qualitative indicators; and
- a backstop of 30 days past due

Credit risk grades

The Group allocates each exposure to a credit risk grade
based on a variety of data that is determined to be predictive
of the risk of default and applying experienced credit
judgement. Credit risk grades are defined using qualitative and
quantitative factors that are indicative of risk of default. These
factors vary depending on the nature of the exposure and the
type of borrower. Credit risk grades are defined and calibrated
such that the risk of default occurring increases exponentially
as the credit risk deteriorates so, for example, the difference
in risk of default between credit risk grades 1 and 2 is smaller
than the difference between credit risk grades 2 and 3.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(h)

Amounts arising from ECL (continued)

Credit risk grades (continued)

Each exposure is allocated to a credit risk grade on initial
recognition based on available information about the
borrower. Exposures are subject to ongoing monitoring, which
may result in an exposure being moved to a different credit
risk grade.

The table below provides an indicative mapping of how the
Group’s internal credit risk grades relate to PD and, for the
loan portfolio.

R4

A FIS A Weighted

15 BVE R Ak Credit quality description Internal rating average PD
i Strong 1-10 0.93%
LN = Satisfactory 11-13 1.86%
14-16 2.16%

gyl Higher risk 17-20 9.18%
15 W E Credit impaired 21 100%

JEE L R A R A A i Generating the term structure of PD

s L B 45 1) 7% 1 L o i A4 A e 4
A5 ) T B A R o AR AR R A
TP 155 J B 1) 2 B B 72 ) R - LA
T [ [ DA T E i T A K N AR A LA
e TR JRURR A AR i 20 A o by T AL
& - IR 60T I 3 50715 T 2 2% i
HO R o AR B A R ER AT 0 A
R E [ B K Al EURR 0 BR R A A Y
7 AR 2 B I I X T e gt A
JE AL

T 1 7 e e 27 R S

TR B AR 4 B REAG £5  EL B A
) 2 Tl B LA AR 5 B 3R < R AR
BB A A 5 G AT < i TR 2 A K
NH B DA RSN R o 2B aR 5
B R AR RS S A5 52 AR R
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Credit risk grades are a primary input into the determination
of the term structure of PD for exposures. The Group collects
performance and default information about its credit risk
exposures analysed by jurisdiction or region and by type of
product and borrower as well as by credit risk grading. For
some portfolios, information purchased from external credit
reference agencies is also used. The Group employs statistical
models to analyse the data collected and generate estimates
of the remaining lifetime PD of exposures and how these are
expected to change as a result of the passage of time.

Determining whether credit risk has increased significantly
The Group assesses whether credit risk has increased
significantly since initial recognition at each reporting date.
Determining whether an increase in credit risk is significant
depends on the characteristics of the financial instrument and
the borrower, and the geographical region. What is considered
significant differs for different types of lending, in particular
between wholesale and retail.

The credit risk may be deemed to have increased significantly
since initial recognition based on qualitative factors linked
to the Group’s credit risk management processes that may
not otherwise be fully reflected in its quantitative analysis on
a timely basis. This will be the case for exposures that meet
certain heightened risk criteria, such as exposure on a watch
list. Such qualitative factors are based on its expert judgment
and relevant historical experiences.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(h)

Amounts arising from ECL (continued)

Determining whether credit risk has increased significantly
(continued)

As a backstop, the Group considers that a significant increase
in credit risk occurs no later than when an asset is more than
30 days past due. Days past due are determined by counting the
number of days since the earliest elapsed due date in respect
of which full payment has not been received. Due dates are
determined without considering any grace period that might
be available to the borrower.

If there is evidence that there is no longer a significant
increase in credit risk relative to initial recognition, then the
loss allowance on an instrument returns to being measured
as 12-month ECL. Some qualitative indicators of an increase
in credit risk, such as delinquency or forbearance, may be
indicative of an increased risk of default that persists after the
indicator itself has ceased to exist. In these cases, the Group
determines a probation period during which the financial
asset is required to demonstrate good behaviour to provide
evidence that its credit risk has declined sufficiently. When
contractual terms of a loan have been modified, evidence that
the criteria for recognising lifetime ECL are no longer met
includes a history of up-to-date payment performance against
the modified contractual terms.

The Group monitors the effectiveness of the criteria used to
identify significant increases in credit risk by regular reviews
to confirm that:

- the criteria are capable of identifying significant
increases in credit risk before an exposure is in default;

- the criteria do not align with the point in time when an
asset becomes 30 days past due;

- the average time between the identification of a
significant increase in credit risk and default appears
reasonable;

- exposures are not generally transferred directly from
12-month ECL measurement to credit impaired; and

- there is no unwarranted volatility in loss allowance from
transfers between 12-month PD (Stage 1) and lifetime
PD (Stage 2).
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4 FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(h)

Amounts arising from ECL (continued)
Definition of default
The Group considers a financial asset to be in default when:

- the borrower is unlikely to pay its credit obligations
to the Group in full, without recourse by the Group to
actions such as realising security (if any is held);

- the borrower is more than 90 days past due on any
material credit obligation to the Group. Overdrafts are
considered as being past due once the customer has
breached an advised limit or been advised of a limit
smaller than the current amount outstanding; or

- it is becoming probable that the borrower will restructure
the asset as a result of bankruptcy due to the borrower’s
inability to pay its credit obligations.

In assessing whether a borrower is in default, the Group
considers indicators that are:

- qualitative: e.g. breaches of covenant;

- quantitative: e.g. overdue status and non-payment on
another obligation of the same issuer to the Group; and

- based on data developed internally and obtained from
external sources.

Inputs into the assessment of whether a financial instrument is
in default and their significance may vary over time to reflect
changes in circumstances. The definition of default largely
aligns with that applied by the Group for regulatory capital
purposes.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(h)

Amounts arising from ECL (continued)

Definition of default (continued)

The estimation of expected future cash flows is based on (i) the
Group’s historical credit loss experience, adjusted for factors
that are specific to the borrowers which include any significant
financial difficulty of the borrowers, breach of contract or
probability that the borrowers will enter into bankruptcy and
the status and progress of financial restructuring, (ii) general
economic conditions and (iii) both the current conditions
of borrowers’ repayment ability and value of collateral at the
reporting date as well as the forecast of future conditions with
significant judgements involved.

The methodology and assumptions used for estimating both
the amount and timing of future cash flows are reviewed
regularly to reduce any differences between loss estimates and
actual loss experience.

Incorporation of forward-looking information

The Group incorporates forward-looking information into
both the assessment of whether the credit risk of an instrument
has increased significantly since its initial recognition and the
measurement of ECL.

The Group formulates three economic scenarios: a base case,
which is the median scenario assigned a 50% probability
of occurring, and two less likely scenarios, one upside and
one downside, assigned a 33.75% and 16.25% probability of
occurring respectively.

The Group has identified and documented key drivers of
credit risk and credit losses for each portfolio of financial
instruments and, using an analysis of historical data, has
estimated relationships between macro-economic variables
and credit risk and credit losses.
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4 B R B e 4  FINANCIAL RISK MANAGEMENT (continued)
4.2 'f%. )EH JE FRAX' (47) 4.2 Credit risk (continued)
(h) EHBEHEHRRZS 25 () (h)  Amounts arising from ECL (continued)
JIA B HEVE & # (4) Incorporation of forward-looking information (continued)
B G AF R B ) B S R R A - The key drivers for credit risk for loan portfolios are: China
RER - PEGHIESGE  TBmE Unemployment Rates, China Current Account Balance,
Y EMER IR BT Y LB Hong Kong Commercial Property Price Index, Hong Kong
T T i B AR S A O Residential Property Price Index and Hong Kong Volume of

Imports of Goods and Service.

ANoFE - =HFE+ T H=+—H R The economic scenarios used as at 31 December 2023 included
RPN DLEAE DL N B U R the following key indicators for the years ending 31 December
ZoNEF A=+ HIERFEERER 2024 to 2028.
R o
2024 2025 2026 2027 2028
B SE R (A 47 L) China Unemployment Rates ~ J Base 5.02% 4.90% 4.56% 4.38% 4.27%
(Percentage) ik Upside 4.76% 4.64% 4.31% 4.10% 3.97%
i Downside 5.94% 5.94% 5.79% 5.72% 5.68%
oo 48 % HR S R (T 42 1) China Current Account Y Base -2.05% -0.54% -0.13% 0.09% 0.37%
Balance (Percentage) ] | Upside -1.30% 0.08% 0.65% 0.92% 1.11%
] | Downside -3.17% -2.00% -1.67% -1.56% -1.26%
s T SE SR M A Hong Kong Commercial B Base -6.40% 2.89% 2.07% 0.18% 0.15%
(BB A ) Property Price Index ] |- Upside -1.00% 4.00% 3.00% 2.50% 2.50%
(Percentage change) ] Downside -11.00% 1.12% 2.64% -2.89% 1.14%
BT B R IR Hong Kong Residential A Base -2.78% 2.16% 2.80% 2.80% 2.90%
(B H I ) Property Price Index ] - Upside -1.10% 3.80% 3.70% 4.80% 4.80%
(Percentage change) ] T Downside -3.25% 0.01% 1.29% 1.40% 1.40%
A s T o B RS o ) Hong Kong Volume of Hife Base 7.35% 5.64% 4.14% 4.06% 3.78%
(A5 k) Imports of Goods and Mt Upside 5.53% 4.05% 3.49% 3.19% 2.82%
Service (Percentage) R Downside 9.03% 6.92% 5.36% 5.08% 4.60%
IoF] 2 4 A B < il O A AL A9 A A K s Predicted relationships between the key indicators and default
85 256 2 TH] Y LA TR T 7 43 i 4t 2520 and loss rates on various portfolios of financial assets have
A JRR s M B T A o been developed based on analysing historical data over the past
20 years.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

Amounts arising from ECL (continued)

Incorporation of forward-looking information (continued)

The key inputs into the measurement of ECL are the term
structure of the following variables:

- probability of default (“PD”);
- loss given default (“LGD”); and
- exposure at default (“EAD”).

ECL for exposures in Stage 1 is calculated by multiplying the
12-month PD by LGD and EAD. Lifetime ECL is calculated
by multiplying the lifetime PD by LGD and EAD. The
methodology of estimating PDs is discussed above under the
heading ‘Generating the term structure of PD’.

LGD is the magnitude of the likely loss if there is a default.
The Group estimates LGD parameters based on the history
of recovery rates of claims against defaulted counterparties,
taking into account forward-looking economic assumptions
where relevant. The LGD models consider the structure,
collateral, seniority of the claim, counterparty industry and
recovery costs of any collateral that is integral to the financial
asset.
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(h)

Amounts arising from ECL (continued)

Incorporation of forward-looking information (continued)
EAD represents the expected exposure in the event of a default.
The Group derives the EAD from the current exposure to the
counterparty and potential changes to the current amount
allowed under the contract and arising from amortisation.
The EAD of a financial asset is its gross carrying amount
at the time of default. For lending commitments, the EADs
are potential future amounts that may be drawn under the
contract, which are estimated based on historical observations
and forward-looking forecasts. For financial guarantees, the
EAD represents the amount of the guaranteed exposure when
the financial guarantee becomes payable. For some financial
assets, EAD is determined by modelling the range of possible
exposure outcomes at various points in time using scenario
and statistical techniques.

As described above, and subject to using a maximum of a
12-month PD for Stage 1 financial assets, the Group measures
ECL considering the risk of default over the maximum
contractual period (including any borrower’s extension
options) over which it is exposed to credit risk, even if, for
credit risk management purposes, the Group considers a
longer period. The maximum contractual period covers to the
date at which the Group has the right to require repayment
of an advance or terminate a loan commitment or guarantee,
whichever the date is earlier.

However, for credit card facilities that include both a loan and
an undrawn commitment component, the Group measures
ECL over a period longer than the maximum contractual
period if the Group’s contractual ability to demand repayment
and cancel the undrawn commitment does not limit the
Group’s exposure to credit losses to the contractual notice
period. These facilities do not have a fixed term or repayment
structure and are managed on a collective basis. The Group
can cancel them with immediate effect but this contractual
right is not enforced in the normal day-to-day management,
but only when the Group becomes aware of an increase in
credit risk at the facility level. This longer period is estimated
taking into account the credit risk management actions that
the Group expects to take, and that serve to mitigate ECL.
These include a reduction in limits, cancellation of the facility
and/or turning the outstanding balance into a loan with fixed
repayment terms.
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4.2 Credit risk (continued)

(h)  Amounts arising from ECL (continued)
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The following tables show reconciliations from the opening to

the closing balance of the loss allowance by class of financial

instrument.

Loans and advances to customers, banks and trade bills

[E3-3:3V8. 30, % YN measured at amortised cost
FEA5 WA 1
HRBAZ 15 T WAL 1y
BOUAE % HRBAZ
12 H AN Lifetime ECL T 145 2%
WA MR % not credit- Lifetime ECL 25k
12-month ECL impaired  credit-impaired Total
HK$’000 HK$’000 HK$’000 HK$’000
Y St 2023 T T T T
WA EE) Movement in impairment allowances:
RoE=4F—H—H At 1 January 2023 5,251,384 619,557 2,283,215 8,154,156
R E 1208 H LANTEIAE A% Transfer to 12-month ECL 9,308 (9,308) - -
A 2 (5 FSUE Y Transfer to Lifetime ECL not credit—
RN Z I R Rk impaired (198,753) 198,753 - -
AR 25 15 P W Transfer to Lifetime ECL
B RN 2 I E R credit-impaired (92,333) (118,371) 210,704 -
e AR BB A 1 FE R R A Net remeasurement of loss allowance
(6455 B 500 %) (including exchange adjustments) (1,086,668) 840,294 2,373,984 2,127,610
TR B 2 5 & T New financial assets originated or
purchased 748,879 21,728 48,485 819,092
B LR 2 S E Financial assets that have been
derecognised (829,287) (99,230) (6,151) (934,668)
1% 815 Write offs - - (543,167) (543,167)
e Im] 51 i 4% 58 1) <5 Recoveries of amount previously
written off - - 83,779 83,779
R-FE_=4FE+HZH=+—H At 31 December 2023 3,802,530 1,453,423 4,450,849 9,706,802
LA Comprising of:
&P AR Advances to customers 3,696,517 1,453,420 4,450,849 9,600,786
AT E R Advances to banks 92,743 - - 92,743
1 SE Trade bills 13,270 3 - 13,273
3,802,530 1,453,423 4,450,849 9,706,802
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Due to deteriorating credit risk of the People’s Republic

of China (“PRC”) property sector, certain exposures were

defaulted and classified as credit impaired loans and advances

in 2023. Those new credit impaired exposures were about
HK$2,692,159,000 and contributed expected credit loss
HK$1,476,609,000 as at year end.
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FINANCIAL RISK MANAGEMENT (continued)
4.2 Credit risk (continued)

(h)  Amounts arising from ECL (continued)
Loans and advances to customers, banks and trade bills
measured at amortised cost (continued)

In 2023, gross carrying amounts of HK$543,167,000 and
its expected credit loss of HK$543,167,000 were written
off because the Group had no reasonable expectations of
recovering the contractual cash flows on those exposures.

15 F WA I
HRMAZ 15 I BUE T
FHIfE HEE HEHBRZ
1248 H BA R Lifetime ECL  TEIfE I HE%

BHE A EE not credit— Lifetime ECL At
12-month ECL impaired  credit-impaired Total
HK$’000 HK$’000 HK$’000 HK$’000
R 2022 T IT T T T
B A ) - Movement in impairment allowances:
RoFE - HE—~H—H At 1 January 2022 5,423,464 745,908 1,439,567 7,608,939
s 2 10 H LA BEHI(E FHE2E Transfer to 12-month ECL 12,103 (11,548) (555) =
R & IR Transfer to Lifetime ECL not credit—
AHMINZ EIE HEE impaired (147,299) 147,299 = =
AR 25 15 P A Transfer to Lifetime ECL
AHMNZ EHEHEE credit-impaired (126,286) (227,194) 353,480 =
N 45 188 A 1) EE M T T AR Net remeasurement of loss allowance
(045 T 5 5 %) (including exchange adjustments) 70,326 12,717 1,520,430 1,603,473
TR B 22 4 Bl New financial assets originated or
purchased 921,992 26,421 44,485 992,898
B AR TR 2 4 E Financial assets that have been
derecognised (902,916) (74,046) (472,380) (1,449,342)
A Write offs - - (601,812) (601,812)
R-FEZ_HFE+ZH=+—H At 31 December 2022 5,251,384 619,557 2,283,215 8,154,156
LA Comprising of:
PR Advances to customers 5,233,474 618,054 2,283,215 8,134,743
RATIR E Advances to banks 711 - - 711
[HE 5%/ 3 Trade bills 17,199 1,503 = 18,702
5,251,384 619,557 2,283,215 8,154,156
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4.2 Credit risk (continued)

(h)  Amounts arising from ECL (continued)
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Loans and advances to customers, banks and trade bills

measured at fair value through other comprehensive income

FEA5 T WA 1
HHMKZ 15 AR 119
WA R HHWMAZ
12MAH AW Lifetime ECL /4% M 2%
45 R R not credit- Lifetime ECL sk
12-month ECL impaired credit- impaired Total
HKS$°000 HK$’000 HK$’000 HK$’000
SR 2023 T# T T TF#
WA AR E) Movement in impairment allowances:
W oFECZE—H—H At 1 January 2023 2,180 1,506 - 3,686
B E 128 B DL TEBIE 8K Transfer to 12-month ECL - - - _
& IR 15 Y Transfer to Lifetime ECL not credit—
AHINZ EHE HEE impaired - - - -
WL 2 A B E Y Transfer to Lifetime ECL
G RN 2 HE Rk credit-impaired - - - -
s R 8 e 1) T U A Net remeasurement of loss allowance
(B35 B 50, 37 %) (including exchange adjustments) - (1,071) - (1,071)
U5 A= SR 200 46 T New financial assets originated or
purchased - 1,152 - 1,152
BRI 2 S E Financial assets that have been
derecognised (1,982) - - (1,982)
R-ZF_=fF+_A=+—H At 31 December 2023 198 1,587 - 1,785
A5 AR I 5 I BUER
HHMANZ BHMARZ
1248 A LK EHGEREL EBFEHAEK
FWIME 4L Lifetime ECL not Lifetime ECL st
12-month ECL  credit- impaired  credit- impaired Total
HK$’000 HK$’000 HK$’000 HKS$’000
2t 3 2022 THIT THIT T# T TH#TT
BT Movement in impairment allowances:
e S E*H —H At 1 January 2022 2,942 1,683 = 4,625
g 28 1240 H DALA LS FI4E 2% Transfer to 12-month ECL = - - _
2 IR 15 F O Y Transfer to Lifetime ECL not credit-
RN Z G R Rk impaired (506) 506 - -
RS A5 P S E Y Transfer to Lifetime ECL
EHRMN 2 EE R R credit-impaired = = - _
e AR B A 1 FE R S R R A Net remeasurement of loss allowance
(B 45 T 52, 777 %) (including exchange adjustments) - 1,000 - 1,000
TR A A 2 0 4 R New financial assets originated or
purchased 2,082 - - 2,082
O 4R fERR 2 4 i Financial assets that have been
derecognised (2,338) (1,683) - (4,021)
REFZZHEFZH=+—H  At31December 2022 2,180 1,506 - 3,686
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4 B R B e 4  FINANCIAL RISK MANAGEMENT (continued)

42 15 M EBE (a0

(h) EHEMIEHEARZ 25 ()

4.2 Credit risk (continued)

(h)  Amounts arising from ECL (continued)

DL $ 8  S A BIR 4 i B Financial investments measured at amortised cost
FEAF T BRAR 1y 45 I RAR ¥y
HRBMAZ HRBAZ
12 H P WWEREE  BEREE
FAE HE K Lifetime ECL not Lifetime ECL Bk
12-month ECL  credit-impaired credit- impaired Total
HK$’000 HKS$°000 HK$’000 HK$’000
SR 2023 Tl Tl T T#x
WA E) : Movement in impairment allowances:
WoEFZ=4F—H—H At 1January 2023 80,446 - - 80,446
A 2 1240 H LA FOWAS 4B 2% Transfer to 12-month ECL - - - -
R IR A Transfer to Lifetime ECL not credit—
ERIMRZ EEREK impaired - - - -
T 2 A T U ME Y Transfer to Lifetime ECL
EHRBINZ HEE HEE credit-impaired - - - -
M TR A ) E BT T R AR Net remeasurement of loss allowance
(B 45 R 5, 7 ) (including exchange adjustments) (19,830) - - (19,830)
U5 A A 2 0 4 T New financial assets originated or
purchased 33,967 - - 33,967
ERIEER &&= Financial assets that have been
derecognised (9,078) - - (9,078)
R-FZ=FFZH=+—H At 31 December 2023 85,505 - - 85,505
A5 H BUE 15 PR Y
BHMNZ aHRHNZ
124 H A HAGERESL  HAGERAEEK
FHIE HHL  Lifetime ECL not Lifetime ECL Hast
12-month ECL  credit-impaired  credit-impaired Total
HK$ 000 HK$°000 HK$°000 HK$’000
B Javat 2 2022 Tt T T T
B A E) - Movement in impairment allowances:

A E - HE—~H—H At 1 January 2022 71,909 = = 71,909
g 25 1240 A DALA FE IS A4 2% Transfer to 12-month ECL = = = =
& IR 15 A Y Transfer to Lifetime ECL not credit—

HHBAZ B R K impaired - - - -
W 2 S B E Y Transfer to Lifetime ECL
& BN Z FIE T RE credit-impaired - - - -
s E T e 1) EE T = T AR Net remeasurement of loss allowance
(B 45 B 52, 37 ) (including exchange adjustments) (979) - - (979)
U5 A S 200 46 ol New financial assets originated or
purchased 19,188 - - 19,188
CAILTER . SR EE Financial assets that have been
derecognised (9,672) - - (9,672)
MREZZZHFEFZA=+—H  At31 December 2022 80,446 = = 80,446
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4 B E| B A B (an) 4 FINANCIAL RISK MANAGEMENT (continued)

42 15 M EBE (a0

(h) EHEMEHEAKRZ 25 ()
DA 2 V-1 4 4 04 2 i e 2 A B 4 i

4.2 Credit risk (continued)

(h)  Amounts arising from ECL (continued)

Financial investments measured at fair value through other

<3 comprehensive income
FEA5 FIWRAR 15 AR 11y
HEMNZ HRBAZ
2 AW B A BONERBE
P MK Lifetime ECL not Lifetime ECL B
12-month ECL  credit- impaired credit- impaired Total
HK$’000 HKS$’000 HKS$’000 HK$’000
SRS 2023 T T T TF#
BB E) - Movement in impairment allowances:
RoFEZ=F—H—H At 1January 2023 135,700 - 116,254 251,954
A 2 1240 H LA FOWAS 4B 2% Transfer to 12-month ECL - - - -
& IR Y Transfer to Lifetime ECL not credit-
ARNZ EHEREE impaired - - - -
R 2 5 W E Y Transfer to Lifetime ECL
A RN EAE FHE R credit-impaired - - - -
e AR A 1 E R R R R A Net remeasurement of loss allowance
(B 45 [ 50, 777 ) (including exchange adjustments) (20,436) - 29,767 9,331
TR AR U 2 G New financial assets originated or
purchased 62,686 - - 62,686
CAIEMER . S REE Financial assets that have been
derecognised (30,795) - - (30,795)
R-FZ=FFZH=+—H At 31 December 2023 147,155 - 146,021 293,176
A5 WA 1 5 R BUER
HHMANZ BHMRZ
1216 A LK G HEE HEHEHEE
W5 E%L  Lifetime ECL not Lifetime ECL M5t
12-month ECL  credit- impaired  credit- impaired Total
HK$ 000 HK$°000 HK$°000 HKS$’000
SRR 2022 T THIT THTT T
WA E) Movement in impairment allowances:
R-FEZ 4 —H—H At 1 January 2022 159,257 4,500 - 163,757
B E 128 B DLATEBIE 8K Transfer to 12-month ECL = = = =
& IR 15 A Y Transfer to Lifetime ECL not credit—
G RN EEE %R impaired = = = -
LS A5 FH U E Y Transfer to Lifetime ECL
ARNZ EHEREE credit- impaired = (4,500) 4,500 =
s SR BB A 1) F T S R VR Net remeasurement of loss allowance
(455 M 5 3 4% (including exchange adjustments) (9,636) - 111,754 102,118
TR AR B A 2 4 il New financial assets originated or
purchased 45,012 - - 45,012
O 4R fERR 2 4 i Financial assets that have been
derecognised (58,933) - - (58,933)
R-FZHEFZH=+—H At 31 December 2022 135,700 = 116,254 251,954
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4.2 Credit risk (continued)

(h)  Amounts arising from ECL (continued)

For the year ended 31 December 2023

B4 B A6 ST ) 38 B I fib 4 i B B 2 47 Cash, placements with banks and other financial institutions
X
FEAF T BRAR 1ty 45 T RAR 1ty
HRBAZ HRBAZ
12 H P WG REE BONEAER
BUME B  Lifetime ECL not Lifetime ECL Bt
12-month ECL  credit-impaired  credit- impaired Total
HK$’000 HK$’000 HK$’000 HK$’000
—R =4 2023 T#x T#x T T#
B A ) - Movement in impairment allowances:
RoF_=4E—~A—H At 1 January 2023 94,709 - - 94,709
N TR 4 e 1) E BT T R AR Net remeasurement of loss allowance
(B 45 R 52, 7 %) (including exchange adjustments) 35,867 - - 35,867
TR A S 2 0 4 L New financial assets originated or
purchased 1,139 - - 1,139
B4R TR 2 4 A Financial assets that have been
derecognised (8,399) - - (8,399)
R-FEZ=FEFZH=+—H At 31 December 2023 123,316 - - 123,316
A5 WA A 5 BUER
HRMNZ HRMNZ
1248 A AKX HHGEREEL  HBFEAEEK
S H % Lifetime ECL not Lifetime ECL ME
12-month ECL  credit-impaired  credit- impaired Total
HK$°000 HK$°000 HK$’000 HK$°000
TR 2022 T T T T
WA E) Movement in impairment allowances:
R-FEZ_4FE—H—H At 1 January 2022 75,179 - - 75,179
e AR B A 1 B R R A Net remeasurement of loss allowance
(B 45 R 52, 37 ) (including exchange adjustments) 13,718 - - 13,718
TR AL S 2 58 & Tl New financial assets originated or
purchased 7,591 - - 7,591
BRI R 2 S E Financial assets that have been
derecognised (1,779) - - (1,779)
R-FZHEFZH=+—H At 31 December 2022 94,709 - - 94,709
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4 B E| B A B (an) 4 FINANCIAL RISK MANAGEMENT (continued)

4.2 'f%. )EH JE FRAX' (47) 4.2 Credit risk (continued)

(h) EHEHEHREZS 25 () (h)  Amounts arising from ECL (continued)
Bk Rl K IR A 2 Loan commitments and financial guarantee contracts
FEA5 WA 1y 45 T WRARL ¥ty
HRBAZ HRBAZ
2 AW B A BONEREE
B AR Lifetime ECL not Lifetime ECL At
12-month ECL  credit-impaired  credit-impaired Total
HK$’000 HK$’000 HK$’000 HK$’000
SRTE4E 2023 Tl Tl T T
WA EE) Movement in impairment allowances:
RoE=4F—H—H At 1 January 2023 316,001 10,816 - 326,817
W E 1208 H LANTEIAE A% Transfer to 12-month ECL 941 (941) - -
A 2 (5 FSUE Y Transfer to Lifetime ECL not credit—
ERIMRZ BB REK impaired (54) 54 - -
RS 5 A5 P U E Y Transfer to Lifetime ECL
BHBNZ G RE K credit- impaired - - - -
e AR B A 1 FE R R R A Net remeasurement of loss allowance
(B 45 R 52, 37 %) (including exchange adjustments) (30,224) (1,329) - (31,553)
TR AL B 2 58 & Tl New financial assets originated or
purchased 28,959 4,727 - 33,686
BRI R 2 &g E Financial assets that have been
derecognised (93,350) (3,165) - (96,515)
R-FZ=FFZH=+—H At 31 December 2023 222,273 10,162 - 232,435
A5 R I 15 FRAE Y
HHRMAZ FHRMNZ
REAUK  EHEREEL BEEGER#EEK
W5 FEL  Lifetime ECL not Lifetime ECL M5t
12-month ECL  credit-impaired  credit-impaired Total
HK$°000 HK$’000 HK$’000 HK$’000
T 2t 3 2022 THIT THIT TH# T AR
WA E) Movement in impairment allowances:
WoE - —E—R—H At 1 January 2022 296,441 11,563 = 308,004
1208 A DLRTE SIS FIHBK Transfer to 12-month ECL 20 (20) = =
T E IR A5 Y Transfer to Lifetime ECL not credit-
FRMINZ HIERESR impaired (2,695) 2,695 = =
L 2 A5 S E Y Transfer to Lifetime ECL
AR HAE %K credit-impaired - - - -
Tl 45 1% M 1) S T U A Net remeasurement of loss allowance
(B 45 R 5, 7] % ) (including exchange adjustments) (126,308) 2,522 = (123,786)
U5 A SR 2 0 4 L New financial assets originated or
purchased 161,968 4,505 - 166,473
O 4R FERR 2 4 B Financial assets that have been
derecognised (13,425) (10,449) - (23,874)
PEFZZAHEFZA=FH  At31 December 2022 316,001 10,816 - 326,817
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FINANCIAL RISK MANAGEMENT (continued)

4.2 Credit risk (continued)

(i)  Credit risk management

The Group has taken a series of risk control measures in
response to uncertainty of economies in 2023:

The Group continued to coordinate with the
HKMA to support orderly exit of Pre-approved
Principal Payment Holiday (“PPPHS”) for
individuals and commercial customers. The
terms of the partial principal payment under
orderly exit of PPPHS are granted on commercial
basis, therefore the extension of partial principal
payment to the concerned borrowers do not
automatically trigger the migration to Stage 2
and Stage 3, and are not classified as rescheduled
advances.

Amid defaults of PRC property developers in
the market and sluggish demand of commercial
property in Hong Kong, the Group keeps close
monitoring of exposure under those segments
and revisits account strategy in a timely manner.
Vulnerable borrowers will be included into
the Group’s watchlist for closer monitoring.
Meanwhile, the loan classification and internal
ratings monitoring are timely reviewed according
to their latest situation and development.

The Group performed stress tests of different
hypothetical and historical scenarios regularly to
assess the potential impacts on credit loss and asset
quality.

The Group reviews the forward looking
macroeconomic factors used in ECL model on
a quarterly basis to reflect the dynamic changes
of economic outlook. While the relief measures
implemented by the governments of various
countries have alleviated the default pressure
of the affected borrowers under deteriorating
credit risk of PRC property developer, the Group
continues its close monitoring on those borrowers
with multiple extensions of relief measures being
granted, and additional impairment allowances
have been made in response to the potential higher
default risk of this portfolio upon expiration of the
relief measures.

The Group continues to closely monitor the situation
brought by the deteriorating credit risk of PRC property
developer on the economy and adopt prudent asset
quality management to avoid significant deterioration in

asset quality.
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FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management

Market risk is the risk that market rates and prices on assets,
liabilities and off-balance sheet positions change, thus causing
profits or losses. Generally, the Group’s market risk is associated
with its positions in foreign exchange, debt securities and
derivatives. Most off-balance sheet derivative positions arise from
the execution of customer-related orders and positions taken for
hedging purposes. Structured products are offered to customers on a
back-to-back basis to maintain the Bank’s market competitiveness at
minimal market risk, commensurate with the Group’s risk appetite.

The objective of the Group’s market risk management is to optimise
return and control market risk in ways consistent with the Group’s
risk appetite and its status as a premier provider of financial
products and services.

The Group categorises market risk exposures into either trading
book or banking books. Trading book include those positions arising
from market-making positions. Banking book primarily arise from
the effective foreign exchange and interest rate management of
the Group’s retail, corporate and commercial banking assets and
liabilities.

(a)  Market risk management framework

Market risk exposure for different types of transactions
is managed within risk limits and guidelines approved by
the Board Risk Management Committee (“Board RMC”),
the Senior Executive Risk Management Committee (the
“SERMC”) and Market Risk Committee (the “MRC”).
Exposures are measured and monitored against limits on
Value-at-Risk (“VaR”), sensitivities (FX NOP, IR DVO01,
CS01, Option Greeks) and Stop-loss. Daily risk monitoring
is carried out independently by Market Risk Section of the
Risk Management Department, which ensures all dealing
activities are conducted in a proper manner and within
approved limits. The Group’s market risk exposures are
periodically reviewed by the Board RMC, SERMC and MRC.
Stress tests are performed regularly to estimate the possible
losses under extreme circumstances. The Group’s Internal
Audit Department also performs regular review and testing
on dealing activities to ensure compliance with all internal
guidelines.
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4 FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management (continued)

(b)

(c)

Measurement of market risk

Measurement techniques used to quantify the market risk
arising from the Bank’s trading and non-trading activities
include VaR metrics, sensitivity analysis and stress testing.
Sensitivity measures, concentration and stop-loss limits are
also used as the risk management tools. Limits are set for each
portfolio, product and risk type. Stress tests are performed
regularly (at least monthly) to assess the potential losses under
extreme circumstances. The Board RMC, SERMC and MRC
review stress test results on a regular basis.

Interest rate risk

Interest rate risk is the risk that the Group’s position may
be adversely affected by a change in market interest rates.
Interest rate risk arises mainly from the mismatch of repricing
tenors of interest-bearing assets and liabilities and yield curve
movements. Interest rate risk exposures are managed within
risk limits approved and monitored by the ALCO. Interest rate
risk exposures in the non-trading portfolio are measured on a
daily basis and the results are reported to the ALCO monthly
and SERMC and the Board RMC quarterly.

The Group manages its interest rate risk by way of entering
into on- or off-balance sheet interest rate risk hedging
instruments. The effectiveness of the hedging activities is
assessed regularly in accordance with HKFRS 9.

The Group will use and count on stop-loss limits, management

trigger limits, stress testing and a software system in
installation to manage its interest rate risk.
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FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management (continued)

(c)

Interest rate risk (continued)

Trading portfolio

The Group’s control of interest rate risk is based on restricting
individual operations to trading within the market risk limits,
and a list of permissible instruments authorised by the Board
RMC, and MRC where authority delegated. In particular,
trading in the derivative products is supported by robust
control systems whereas more complicated derivatives are
basically undertaken on a back-to-back basis. VaR, sensitivity
measures, concentration and stop-loss limits are used as risk
management tools. Risk limits are independently monitored
by Market Risk Section of Risk Management Department on a
daily basis.

Non-trading portfolio

The principal objective of interest rate risk management of
non-trading portfolios (also known as “banking book”) is to
optimise net interest income but without exposure to excessive
risk. This is done on a daily basis by the Global Markets and
Trading Department (“GMT”) taking over the interest rate
risk management under the supervision of the ALCO. When
the behavioural characteristics of a product differ from its
contractual characteristics or for products with no defined
maturity or re-pricing characteristics, the behavioural
characteristics are assessed to determine their actual
underlying interest rate risk profile. The ALCO monitors all
such behavioural assumptions and interest rate risk positions
to ensure they comply with the prevailing interest rate risk
limits which are set for the purpose of governing the interest
rate risk arising from the non-trading portfolio. The limits are
measured and independently monitored on a regular basis.

There are three primary forms of interest rate risk faced by
the Group with regard to its banking book: gap risk, basis risk
and option risk. Interest rate risk is measured in relation to the
impact of changes in interest rates on earnings or economic
values assuming all other factors remained constant, e.g., no
action taken by GMT or other business units to mitigate the
impact of this interest rate risk and interest rates at all term
points move by the same amount.
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4 FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management (continued)

(c) Interest rate risk (continued)

T IR 7 7 Sensitivity analysis
y Y
1) SRATHRF 22 )a (i)  Interest rate exposures in banking book
T 2R 4 2 ) 23R L B AR R R AR The interest rate risk sensitivity figures presented in
TR G R BIR- 15 T FLE Z AN FEA the table below represent the effect of six interest rate
NG BT B ME 48 5 {E (H(EVE) 5 &) scenarios defined by HKMA IR-1 on the change in
2R DL W RET AT AR R economic value of equity (“EVE”) as well as the effect
BE_F-=#+_"H=+—HK of the two parallel shock scenarios on the net interest
R EL T A=+ —H2Z 81T income (“NII”) in the banking book as at 31 December
T T ¥ 1) JEL U A (NI 2 5 288 o 2023 and 31 December 2022.
R A 120 H A BB
A H 5 B
S 5 % LA O A A B Adverse Impact on NII'
[ER: 3w In HKS$ Million Adverse Impact on EVE Over the next 12 months
91 1 Period 2023 2022 2023 2022
P47 1 k2 Parallel up? 5,185 6,564 1,397 216
AT 1] T2 Parallel down? = 987 2,781 2,295
A AP Steepener® 1,480 2,246
B [ Flattener* 686 694
SRR TS Short rate up® 1,752 2,133
R AR R ke Short rate down® 590 891
I 7 Maximum’ 5,185 6,564 2,781 2,295
A Period 2023 2022
—HEA Tier 1 capital 143,903 137,660
P REL SR B LT AL W AT Note 1  Disclosure of the impact on earnings is only required
i 5 R o for the two parallel scenarios.
Mi&E2  7ERTA 4RI 28 o0 KR TR 3 Note2 Interest rate shock across all tenors move by +200
RS £ 2001H LS > 1EF bps for HK &US dollar and +250 bps for on/off shore
RN R IR £ 25011 2 Renminbi.
E
FE3 A AR B SRR BTt o Note3 Short-term rates decrease and long-term rates
increase.
M5Ea SR LT R RIAZR T B o Note4 Short-term rates increase and long-term rates
decrease.
fffaEs AR T2 R R A o Note 5 Short-term rates increase more than long-term rates.
fffake 4RI R T BRZ R A2 o Note 6  Short-term rates decrease more than long-term rates.
MsE7 R EIRZ [ R AR AN Note 7 “Maximum” indicates the most adverse interest rate

Y A BN 2 W -

scenario as shown in the table.
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(c) FIZJE S (4
IR ST AP HT (4)
() SRATHR 2 AR AR (41)
BE_F =4+ _H=1+—H>
7N R I R B v B AEVES £y A
B [T 0 b > BT s e

R — B AW D3.60% > = KR
B R EAR15%2 M
e S F AR E
A+ HME > AEVER 2 13.790%

RV 4 2 NG G G IR )
(LA -

BE_ZF =4+ _H=1+—H>
9 il P47 A 2R 5 B R 2R 121
H 1 AN & A F i & T 17 m
T BT RS A VA S
B 5 27 8IS - MHER —HE
AW A1.93% c —FE =4 H
B T AE+ T HAE . ANII
Hm4. 86 s T o LA E) B ZE
A A AL At ) o

(i) 2 5 BRIE 2 A B
NREURA B ART S HIR F
TEERCECCHESTAHKS
B G R HEEAT loefk — R Z B3

ST R B o IR A
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FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management (continued)

(c)

Interest rate risk (continued)

Sensitivity analysis (continued)

@

(i)

Interest rate exposures in banking book (continued)

As of 31 December 2023, the most adverse of the six
interest rate scenarios with regard to AEVE was the
“Parallel up” scenario, resulting in a change of the
economic value of equity of negative HK$5,185 million,
representing a reduction of 3.60% of tier 1 capital, which
is well below the regulatory outlier test of 15% of tier 1
capital. The AEVE decreased by HK$1,379 million by
comparing December 2023 with December 2022. The
changes were mainly driven by changes in balance sheet
composition between US$ and Renminbi portfolios.

As of 31 December 2023, the most adverse of the two
parallel interest rate scenarios with regard to ANII over
the next 12 months was the “Parallel down” scenario,
resulting in a potential change of the net interest income
of negative HK$2,781 million, representing a reduction
of 1.93% of tier 1 capital. The ANII increased by HK$486
million, comparing December 2023 with December
2022. The changes were mainly driven by changes in
balance sheet compositions.

Interest rate exposures in trading book

The tables below show the last stress tests on the
Bank’s trading and investment portfolios conducted in
December 2023 and 2022 respectively, which sets out
the effect on Bank’s income statement of a reasonable
possible change in interest rates. Key assumptions
include no management actions taken to mitigate the
impact of interest rate risk and all other non-interest rate
risk variables remain constant:
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4 FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management (continued)

(c) Interest rate risk (continued)

BEEJE T (4) Sensitivity analysis (continued)
(i) 285 WRIE 2 AR B (4 (ii) Interest rate exposures in trading book (continued)
PR 3E T 2 U e 35k Interest rate stress test for interest rate trading
(T-#78) Wit
(HK$’000) Scenario
L3 A Jie 7
Light Moderate Extreme
-100fA M +100MA 56 -200fA 88 +200fA 28 M -300fSEME  +300M KM
W 2 % il 4% 5 Yield curve shift -100 bps +100 bps -200 bps +200 bps -300 bps +300 bps
Y St o Sy - | December 2023 (4,967) 4,967 (10,621) 10,621 (15,049) 15,049
(T IT) T3
(HK$°000) Scenario
LT i &
Light Moderate Extreme
-100fFZEEE  +100fH £ -200MMJEE  +200fAE % 30014 %E  +300fF F &
I 45 2 47 52 ) Yield curve shift ~100 bps +100 bps ~200 bps +200 bps -300 bps +300 bps
SE YA December 2022 (5,144) 5,144 (8,825) 8,825 (14,388) 14,388

SZIBOREZK % #2511 2 fil T H.
AKEBMRA_EZ-_=H+-"H=+—H
HREERER > BEERITAETH
LIBOR G 44 T4 o

Financial instruments impacted by IBOR reform
The Group has completed the LIBOR contract transition
according to the requirement of HKMA by 31 December 2023.
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FINANCIAL RISK MANAGEMENT (continued)

4.3 Market risk management (continued)

(d)

Currency risk
Currency risk is the risk that the value of a financial instrument
will fluctuate due to changes in foreign exchange rates.

The Group’s foreign exchange exposures mainly comprise
foreign exchange dealing by GMT, and currency exposures
originated from the Group’s banking business. Currency
exposures arising from non-trading businesses are transferred
to GMT for centralised management within foreign exchange
position limits approved by the MRC. Management has
set limits on net open positions by currency. Positions are
independently monitored by Risk Management Department
against the approved limits on a daily basis.
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4 B R B e 4  FINANCIAL RISK MANAGEMENT (continued)

4.3 TG R R PR () 4.3 Market risk management (continued)
(d) B W) (d)
T 2R Ml A 4 [ T 2 A REEJEURS o 5%
A A FE AR A [ i AR (LA R 2
BAE (T A &R T EBRAN) - 1% & Wk tT
R o ANSEM 2 ANER R R EA H A
R~ o HHA LW -

Currency risk (continued)

The tables below summarise the Group’s exposure to currency
exchange risk. Included in the tables are the Group’s assets and
liabilities at carrying amounts, excluding derivative financial
instruments, categorised by currency. The Group foreign
currency impact is mainly arising from CNY, USD and others.

LT EH N A Bk
HKS$ US$ CNY Other Total
T#L TH#x T#T T#L T#x
ZZ =442 H=+—H 31 December 2023 HK$°000 HK$’000 HK$°000 HK$°000 HK$°000
% Assets
B4 T AE SRATIR] 3 R’ Cash and balances with banks and
At 4 BB A 2 45 B other financial institutions 4,029,326 20,506,884 9,569,103 2,360,946 36,466,259
TESRAT IR 2 S oAt & BEAE  Placements with banks and other
Z A financial institutions 46,487,594 82,520,988 16,020,905 3,614,123 148,643,610
AR A R IR Advances and other accounts 256,392,511 57,548,049 117,118,387 19,946,625 451,005,572
SRBE Financial investments 67,468,905 101,656,356 63,959,855 24,764,857 257,849,973
iy = t/NEIPaE 4 Investments in associates 38,724 - 79,313 97,373 215,410
PR T LAt 2T Goodwill and other intangible assets 1,011,100 - 10,981 - 1,022,081
iid-C/Ed Investment properties 208,300 - - - 208,300
VENE L Property, plant and equipment 1,196,744 - 190,012 - 1,386,756
HAb R - A BAT R Other assets, including current and deferred
I SIE R TE tax assets 3,119,292 5,466,556 1,267,893 86,477 9,940,218
HREBMBEARLE Total Asset (excluding derivative financial
ik 4@ T H) instruments) 379,952,496 267,698,833 208,216,449 50,870,401 906,738,179
145 Liabilities
SRATIRI ZE R HAh & R K52 Deposits from banks and other financial
1k institutions 9,728,430 32,940,322 78,399,307 1,962,371 123,030,430
ZHEH T Z A Trading liabilities 4,783 75,049 - - 79,832
&P AR Deposits from customers 274,597,462 207,239,288 98,274,772 22,031,342 602,142,864
BBITHRE Certificates of deposit issued - 1,899,857 - - 1,899,857
C T ER Debt securities in issue 7,806,966 9,779,981 - - 17,586,947
HA AR > HBIAT Other liabilities, including current and
AR ST I £ A deferred tax liability 3,783,711 6,673,310 1,304,498 1,152,156 12,913,675
ARBEARLE Total liability (excluding derivative
ML H) financial instruments) 295,921,352 258,607,807 177,978,577 25,145,869 757,653,605
BREAMENERTH Net on balance sheet position 84,031,144 9,091,026 30,237,872 25,724,532 149,084,574
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4 HR R KA B (50 4 FINANCIAL RISK MANAGEMENT (continued)
4.3 TG R B P () 4.3 Market risk management (continued)
(d) B S (4 (d)  Currency risk (continued)
Wt B NG HAt M5t
HK$ US$ CNY Other Total
T 0 T 0 T 0 T 70 T 0
R THEFZA=1T—H 31 December 2022 HK$°000 HK$000 HK$’000 HK$’000 HK$000
293 Assets
B4 R AESRAT IR 26 It Cash and balances with banks and
At 4 M A 2 A B other financial institutions 3,318,482 27,413,963 12,138,159 2,304,817 45,175,421
TESRATIR 2 S oA GBS Placements with banks and other
Z A financial institutions 37,984,526 85,796,876 27,927,950 4,668,502 156,377,854
B R At BRI Advances and other accounts 248,922,486 70,158,306 106,677,390 28,237,288 453,995,470
SEBE Financial investments 56,992,934 110,919,510 60,513,875 9,320,250 237,746,569
A A 2 B Investments in associates 114,222 - - 97,373 211,595
[k PER LRI Goodwill and other intangible assets 1,013,808 = 6,404 = 1,020,212
BEE Investment properties 209,000 - - - 209,000
VENET L Property, plant and equipment 1,516,675 - 240,889 - 1,757,564
HAERE - BREHTK Other assets, including current and deferred
I HE R TE tax assets 4,036,642 5,297,272 1,165,305 129,903 10,629,122
HRMBEA LR Total Asset (excluding derivative financial
ik 4 TR instruments) 354,108,775 299,585,927 208,669,972 44,758,133 907,122,807
b<L Liabilities
SRAT IR] 3 B At < il B Deposits from banks and other financial
Z institutions 18,809,983 45,770,022 79,428,938 18,649,716 162,658,659
G H T 2 A Trading liabilities 48,658 9,956 = = 58,614
EF R Deposits from customers 260,501,316 206,507,013 84,013,164 17,831,374 568,852,867
O 817 Certificates of deposit issued = 3,216,208 = = 3,216,208
C T ES Debt securities in issue 5,700,313 13,256,328 = = 18,956,641
Hiba > wiEsT & Other liabilities, including current and
AR ST IH 44 4 deferred tax liability 7,143,487 2,368,489 1,077,331 698,509 11,287,816
AEBBEARLHE Total liability (excluding derivative
ik 4@ T H) financial instruments) 292,203,757 271,128,016 164,519,433 37,179,599 765,030,805
BEABRRNARTH Net on balance sheet position 61,905,018 28,457,911 44,150,539 7,578,534 142,092,002
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4 B R B e 4  FINANCIAL RISK MANAGEMENT (continued)
4.3 T 5 A B () 4.3 Market risk management (continued)
(d) B S (4 (d)  Currency risk (continued)
JEET) il Stress test
NRAET T HET RS — R B The tables below show the last stress tests conducted in
wh B TE BT A H A A AR R B R December which calculated the change in dollar term of
o BIVHA E 2R K A1 ME B i = a reasonably possible movement of spot rates and foreign
N =2 7 AR 2 A AT R S B U E AR 2 exchange volatility for 2023 and 2022, with all other variables
otEHE 2 81k - held constant.
TR EAE 2023
A HE 47 5 Bl B JE )y 03 Risk stress testing for foreign exchange position
(T#5) Wi 5t
(HK$’000) Scenario
L204 kL A Jit 7.
Light Moderate Extreme
W (10%) WP (12%) W (15%)
Spot (10%) Spot (12%) Spot (15%)
Wi (6%) e i (10%) Wi (16%)

Volatility (6%)  Volatility (10%)  Volatility (16%)

5 I DB % 38t W 52 28 Worst of spot and volatility change
(N RHEBR AL (excluding CNY) (37,244) (108,525) (264,030)
(T#x) W5t
(HK$’000) Scenario
e LA e
Light Moderate Extreme
W91 (3%) B 31 (7%) B4 (11%)
Spot (3%) Spot (7%) Spot (11%)
B Wi (3%) Wi (5%) B (9%)
Volatility (3%) Volatility (5%) Volatility (9%)
5 A B A R 9 e 5 o (N BRI Worst of spot and volatility change (CNY) (424,229) (990,730) (1,555,042)
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FINANCIAL RISK MANAGEMENT (continued)
4.3 Market risk management (continued)

(d)  Currency risk (continued)
Stress test (continued)

=

A1 7 A g JRE ik

2022

Risk stress testing for foreign exchange position

(T#T) 1 5%
(HK$°000) Scenario
L i AN i
Light Moderate Extreme
RT3 (10%) 38 (12%) RT3 (15%)
Spot (10%) Spot (12%) Spot (15%)
15 (69%) W (10%) PR (16%)
Volatility (6%) Volatility (10%) Volatility (16%)
5 {1 RIYE K% 38t Wi 52 58 Worst of spot and volatility change
(N R BEBR AL (excluding CNY) (96,814) (194,090) (459,282)
GREPD) 1% 5t
(HK$’000) Scenario
W 1A fige =
Light Moderate Extreme
1 (3%) R (79) R (11%)
Spot (3%) Spot (7%) Spot (11%)
W (3%) PR (5%) W (9%)
Volatility (3%) Volatility (5%) Volatility (9%)
S5 {1 BV Bk Wi 4 (N R ) Worst of spot and volatility change (CNY) (478,571) (1,149,632) (1,906,548)
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4 FINANCIAL RISK MANAGEMENT (continued)
4.3 Market risk management (continued)

(e)  Equity price risk
Equity price risk is the risk that the fair values of the equity
portfolio decrease as the result of changes in the levels of
equity indices and the value of individual stocks. Market risk
positions on equity are relatively not sizeable at this stage.

The Group’s equity exposures in 2023 and 2022 are mainly
long-term strategic equity investments which are reported as
“measured at FVTOCI financial investments” set out in Note
24 “Financial investments”. Equities held for trading purposes
are included under “Trading assets” set out in Note 24. These
are subject to risk management control procedures.

The Group takes into account its equity exposure as part of
risk-weighted assets for the purpose of calculating the capital
adequacy ratios.

Valuation and technique methodologies applied on equity
investments are detailed in Note 2 of the consolidated financial
statements.

2023 2022
T#L T
HK$’000 HKS$’000
A B 5B A IR Cumulative realised gains arising from sales and
EY i glliEn liquidations of equity exposure - =
TEA AR B R - (AR Total unrealised gains recognised in the Group’s reserve
KE &7 6 W an R A BRAY R B BLIL £ but not through the consolidated income statement
i #E 5 (637,918) (23,529)
Syt BB AR ST R SR A Unrealised gains included in the Group’s supplementary
74 A1 ] 1 R A I R R B capital for capital adequacy ratio purpose (637,918) (23,529)
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FINANCIAL RISK MANAGEMENT (continued)

4.4

Liquidity risk

Liquidity risk is the risk that the Group cannot meet its financial
obligations as and when they fall due. A sound liquidity risk
management framework is therefore essential to ensure there is
adequate cash flow to meet all financial obligations, including
matured borrowings, deposits withdrawal either on demand or
at contractual maturity, etc under both normal and contingency
circumstances in a cost-effective manner. The Group must comply
with the statutory Liquidity Coverage Ratio (“LCR”), net stable
funding ratio (“NSFR”) and regulatory liquidity-related ratio. To
ensure this, the Group maintains a stable and diversified funding
base of retail and corporate customer deposits and a strong portfolio
of highly liquid assets.

To manage liquidity risk, the Group has established liquidity risk
management policies that are reviewed and approved by ALCO,
SERMC and Board RMC. Liquidity is managed and forecasted
on a daily basis to enable ALCO and relevant departments to act
proactively in view of changing market conditions and to implement
contingency plans on a timely basis. Also, liquidity risk management
reports are prepared and reported to ALCO on a monthly basis; to
SERMC and Board RMC on a quarterly basis for effective liquidity
risk management oversight. Stress tests, with various crisis scenarios
covering bank-specific, general market and a combination of both,
are regularly conducted for both internal and regulatory purposes
in order to assess the adequacy of the Group’s liquidity to meet
any contingent funding needs under severe conditions. ALCO
examines and discusses the stress test results to consider the need
for preventive and mitigating actions. These actions include but are
not limited to limit the Bank’s exposures, build up more liquidity
cushion, and/or adjust the structural maturity profile of the Bank’s
assets and liabilities. Stress tests are conducted for all currencies in
aggregate and separately for positions in significant currencies (e.g.
HKD, USD, CNY).

Management information systems are in place to extract data from
various sources and produce the essential management information
reports, including statutory LCR, NSFR, other regulatory
liquidity-related ratios and cash flow positions on a daily basis for
timely monitoring by relevant parties and reporting to management.
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4 FINANCIAL RISK MANAGEMENT (continued)

4.4

Liquidity risk (continued)

The Group maintains a diversified portfolio of liquidity cushion
that is largely made up of the most liquid and readily marketable
assets (“tier 1 assets”), such as cash, EF debt securities and other
high quality government debt securities or similar instruments,
that can be easily or immediately monetised with little or no loss
or discount at all times. The Bank also widens the composition of
the liquidity cushion by holding other liquid and marketable assets
(“tier 2 assets”) which can be used to cater for the longer end of the
stress period without resulting in excessive losses or discounts. The
Bank calculates the required liquidity cushion, which is compared
to the liquidity cushion held by the Bank to ensure that the latter is
sufficient in all circumstances.

The ALCO, authorised to be set up by CEO, is appointed by CEO and
by SERMC to manage liquidity risk. This includes but is not limited
to:

Asset and Liability Management
. monitor and manage the Bank’s assets and liabilities

. review the assets and liabilities mix and formulate appropriate
assets and liabilities management policies and strategies

. review and discuss items or matters that have significant
impact on assets and liabilities as well as capital

Liquidity Management

. identify, assess, monitor and control the liquidity risk

. formulate, review and update the liquidity risk management
policy

. strengthen the Bank’s liquidity and monitor the liquidity risk
indicators, cash flow and intraday liquidity

. review the liquidity stress testing on a regular basis
. build up contingency plan on liquidity, including but not

limited to solicit customer deposits, issue certificates of
deposit (“CDs”), sell bonds, etc.

Funding Management

. review the funding needs and enhance the sources and uses of
funds

. review the internal Fund transfer pricing (“FTP”) policy and
plan
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FINANCIAL RISK MANAGEMENT (continued)

4.4

Liquidity risk (continued)

To ensure an effective liquidity risk management, frontline business
units:

. report the customer fund in/out flow in time and monitor the
trend of deposits withdrawal

. attract relatively stable deposits at reasonable rate (e.g. longer
tenor, larger depositor base, etc.)

. fulfill the deposit growth targets set by senior management

. simultaneously comply with the deposit growth target when
developing assets business which consumes liquidity

. implement liquidity management plans as agreed in ALCO or
CEO when the liquidity is relatively tight

. price lending properly, taking into account the Bank’s liquidity
cost and availability

. slow down or cease committing to new loans, and/or defer or
regulate loan drawdown, and/or work together on loan sale
during times of liquidity stress

The Banking (Liquidity) Rules (“BLR”) detail the implementation
of the LCR and NSFR in Hong Kong. The BLR stipulates the
minimum LCR and NSFR with which all Category 1 authorised
institutions (“Als”) need to comply. Also, the latest versions of
Supervisory Policy Manual LM-1 and LM-2 issued by the HKMA
provide guidance to the Als on the application of the BLR and the
key elements of a sound liquidity risk management framework
respectively.

The Group continues to seek to diversify its funding channels
to control excessive concentration on funding sources. Funding
support from the Parent Bank, ICBC, has also proven to be efficient
in strengthening the Group’s liquidity capability.
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4 FINANCIAL RISK MANAGEMENT (continued)

4.4

Liquidity risk (continued)

The matching and controlled mismatching of assets and liabilities
are fundamental to the liquidity management of the Group. It is
unusual for bank’s assets and liabilities to be completely matched
in tenors, as transactions often entail uncertain terms and are
frequently of different types. While an unmatched position
potentially enhances profitability, it increases the liquidity risk (as
well as the interest rate risk) of an entity.

A substantial portion of Group’s assets is funded by customer
deposits. Of total customer deposits, 5% consist of demand and
current account deposits, 25% of savings deposits, and 70% of time,
call and notice deposits (2022: demand and current account 7%,
savings 23%, time, call and notice 70%). These customer deposits,
which are widely diversified by type and maturity, represent a stable
source of funds. The Group places great emphasis on the stability
of these deposits, which are sustained through the Group’s retail
banking activities and by maintaining depositor confidence in the
Group’s capital strength. Although many customer accounts are
contractually due for repayment on demand or at short notice,
in practice inflows and outflows are broadly matched, keeping
short-term deposit balances stable.

Liquidity requirements to support calls under guarantees and
standby letters of credit are considerably less than the amount of the
commitments because the Group does not generally expect its third
parties to draw funds concurrently under the agreements. The total
outstanding contractual amount of commitments to extend credit
does not necessarily represent future cash requirements, as many
of these commitments will expire or be terminated without being
funded.
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FINANCIAL RISK MANAGEMENT (continued)

4.4

Liquidity risk (continued)

The Bank’s Asset and Liability Management Department manages
the liquidity risk according to established policies and supports
ALCO by implementing liquidity risk monitoring and control. The
Group has always maintained high vigilance with regard to liquidity
risk management, relying much more significantly on customer
deposits than on inter-bank funding, particularly at volatile
times. The Group will continue to take the necessary measures
commensurate with its scale and complexity of operation to
strengthen its liquidity capability, including meeting various stress
scenarios and any new liquidity risk requirements.

The contingency funding plan (“CFP”) is reviewed and approved
by ALCO, SERMC and the Board RMC at least annually with the
objective of ensuring that the Group has practical and operational
plans in place to enable it to cope with a liquidity crisis. The CFP
is a practical tool for managing liquidity during a crisis event. It
sets out the options available to the Group for garnering liquidity
and funding, and an agreed course of action in the event of an
unexpected crisis. The CFP includes detailed action steps as well
as roles and responsibilities of relevant parties. As a practical set of
guidelines for the crisis management team and its support team to
evaluate the liquidity crisis situation and execute action steps during
any crisis, the CFP also consists of a sound balance sheet maturity
analysis, and spells out all potential funding sources giving due
consideration to their reliability, priority and the lead time during a

crisis.
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FINANCIAL RISK MANAGEMENT (continued)
4.4 Liquidity risk (continued)
The tables below analysis assets and liabilities of the Group as at 31

December into relevant maturing groupings based on the remaining
period at the end of reporting period to the contractual maturity

date.
ERRA
R o Ll
Repayable on Upo  —EZRA ZELSMA —~E 1k DL EEWAH st
demand onemonth  1-3months  3-12months 1-5years  Over 5 years Undated Total
Tl T T T Fibx T T T
i S SV el 31 December 2023 HKS000  HKS000  HKS000  HK$000  HKS000  HKS000  HKS$000  HKS000
{3 Assets
B RERGRER LM SREE 2L Cashand balances with banks and other financial
institutions 36,466,259 - - - - - - 36466259
ERGRERAMEREEZ T Placements with banks and other financial
institutions S 49414027 8913257 80783716 953610 - - 148,683,610
ke IR Derivative financial instruments 91,790 857,062 2,430,201 1,339,688 2,253,663 2,249,438 - 9,221,842
BRI IRE Advances and other accounts 2020984 30785331 29707270 109,499,231 172,438,761 104,553,995 - 451,005,572
SRiE Financial investments S 19406 497161 44531497 83863452 55660380 5100987  257,849973
REEAIZRE Investments in associates - - - - - - 25410 215,410
Y eI A Goodwill and other intangible assets - - - - - - 1,022,081 1,022,081
REmE [nvestment properties - - - - - - 208,300 208,300
EYT Property, plant and equipment - - - - - - 1,386,756 1,386,756
FWGE QRSTREERBREE  Otherassets, including current and deferred
income tax assets ST 2,013,650 L0242 2,577,671 2,353,620 - 185,668 9,940,218
HEsH Total assets 38636170 104492106 91404821 238731803 270442106 162463813 9789202 915,960,021
fif Liabilities
RERER MR RBRE L Deposits from banks and other financial
initutions 165593 30802780 1732087 50,250,844 - - - 123,030,430
LHERT AR Trading labilities 4783 75,049 - - - - - 79,832
ik EMIR Derivative financial instruments - 1,203,990 223,713 1,072,671 2,080,677 1,975,256 - 8,546,307
EF R Deposts from customers 181,857,608 155,920,950 160,538,235 89,513,717 14,309,414 2,940 - 60,142,864
CEfTHNE Certificates of depositissued - - 18998 - - - - 1899857
EETEAE Debt securities in issue - - 88,191 2244103 15254653 - - 17586947
AR QST REEFRERAR  Otherliabilities, including current and deferred
income tax liabilities 5,737,103 2,992,384 1230508 2,282,271 600,258 71,151 - IBET
AR Total liabilities AURBEAY 190,995,153 18391377 145363606 31245000 2049347 - 766199912
T AN Net liquidity gap (173,61957)  (86,503,047)  (91,886,556) 93,368,197 238,197,104 160,414,466 9,789,202 149,760,109
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4 Eﬁ%@“‘ﬁ%ﬁ (#9) 4 FINANCIAL RISK MANAGEMENT (continued)
4.4 WEE & E K e 4.4 Liquidity risk (continued)
ERA
I —fAM
Repayzble on Upo  —EZMA ZEFZMEA —FHE BENE  ERNIAE st
demand onemonth  I-3months  3-12months 1-5years  Over5years Undated Total
il T i T i T T T
ZEZZETZRAET-R 31 December 2022 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000
B Assets
BERERTRERLMARBEZ LS Cashand balances with banks and other financial
institutions 45,175,421 - - - - - - 45,175,421
ERTAER LS RERZ Placements with banks and other financial
institutions - 82,472,726 14,883,220 46,740,105 12,281,803 - - 156,377,854
fEEMTR Derivative financial instruments 72,55 1,166,444 2,201,621 4314989 4,870,869 5,070,735 - 17,697,213
BARAMEE Advances and other accounts 7900921 33663803 7311051 10275692 182237441 100154362 - 433995470
SRE Financial investments - 32,189,476 35,864,355 27,810,303 89,451,853 47,357,830 5,072,752 237,746,569
REENTZRE Tnvestments in associates - = - - = - 211,59 211,595
FERLMER EE Goodwill and other intangible assets - - - - - - 1,020,212 1,020,212
REmE Investment properties = = = = = = 209,000 209,000
EYT Property, plant and equipment - - - - - - 1,757,564 1,757,564
HgE > ST RETRBREE  Otherassets including current and deferred
income tax assets 910,060 1,630,483 771,301 3,223,296 3,653,034 - 440,948 10,629,122
HElH Total assets 54,060,957 151,122,932 81,031,748 184,814,385 292,495,000 152,582,927 8,712,071 924,820,020
fif Liabilities
FGEEY YT T vaid Deposits from banks and other financial
institutions 34,089,106 53,317,909 23,443,172 46,336,999 5471473 - - 162,658,659
EHEAT A Trading labilities 48,658 9,956 - = = = = 58,614
it SMLA Derivative financial instruments = 1,284,408 211,225 4,335,694 4,385,183 4010403 - 16226913
KR Deposits from customers 171,570,414 95,146,383 160,588,062 123,802,661 17,745,347 - - 568,852,867
BEIENE Certificates of depositissued - M09 29411 - - - - 30608
E¥NES Debt securities in issue - - 1,403,766 1,576,375 15,976,500 - - 18,956,641
FMAR QST REEFRERASR  Otherliabilities, including current and deferred
income tax liabilities 2,035,631 4,072,665 779,181 3,399,649 917,622 83,068 - 11,287,816
Et Total liabilties 7743809 154104415 191368520 179451378 44496125 4093471 - TSI
iy &t ik Net liquidity gap (1568850 (2981483) (0336772 5363007 4799887 148489456 87071 143362302
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4 FINANCIAL RISK MANAGEMENT (continued)

4.4

Liquidity risk (continued)

The table below presents the cash flows payable by the Group under
non-derivative financial liabilities, derivative financial liabilities that
will be settled on a net basis and derivative financial instruments that
will be settled on gross basis by remaining contractual maturities
at the reporting date. The amounts disclosed in the table are the
contractual undiscounted cash flows, whereas the Group manages
the inherent liquidity risk based on expected undiscounted cash
inflows.

The Group’s derivatives that will be settled on a net basis include:

- Foreign exchange derivatives: over-the-counter currency
options; and

- Interest rate derivatives: interest rate swaps, forward rate
agreements and OTC interest rate options.

The Group’s derivatives that will be settled on a gross basis include:

- Foreign exchange derivatives: currency forward, currency
swaps; and

= Interest rate derivatives: cross-currency interest rate swaps.
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4 W B B a0 4 FINANCIAL RISK MANAGEMENT (continued)
4.4 WEE & E K e 4.4 Liquidity risk (continued)
ORI =WA =4
W 8 78 S e | ek )
Repayableon 3 months 312 —EE%E LAENEL H it
demand or less months 1-5years  Over 5 years Undated Total
Tl T#x T T#x T#L T#L T#L
REFZZ41F2H=+—H Asat31December 2023 HK$000 HK$°000 HK$°000 HK$°000 HK$000 HK$000 HK$000
LA Financial liabilities
AT IR 3 S HoAl Deposits from banks and other
SRR financial institutions 24,655,933 48,220,357 51,430,073 - - - 124,306,363
ZHBH T 2 A fk Trading liabilities 4,783 75,049 - - - - 79,832
R Deposits from customers 181,857,608 318,063,817 91,526,413 16,025,161 11,765 - 607,484,764
CRITFIR Certificates of deposit issued - 1,913,708 - - - - 1,913,708
BRI ESR Debt securities in issue - 104,122 2,353,518 16,488,455 - - 18,946,095
Hoh 4 £ A5 Other financial liabilities 5,737,103 2,423,355 2,003,551 600,258 71,151 - 10,835,418
AR Total financial liabilities 212,255,427 370,800,408 147,313,555 33,113,874 82,916 - 763,566,180
R B4 Derivative cash flows
DI EA AT SR TR Derivative financial instruments
settled on net basis - (111,702) (46,892)  (1,539,150)  (1,015,861) - (2,713,605)
DS EEE ST H Derivative financial instruments
settled on gross basis
A Inflows - 318,012,317 151,635,849 41,023,873 1,000,213 - 511,672,252
Ui Outflows - (309,570,774) (142,723,023) (40,928,452) (990,317) - (494,212,566)
A FENEA Off-balance sheet items —AER T
No later —FHAE HAER | Bt
than 1 year 1-5 years Over 5 years Total
T T T#L TH#x
gt St s gy E I | At 31 December 2023 HK$°000 HK$000 HK$000 HK$°000
B R S A 5 B AR B R G Loan commitments and other credit
related commitments 148,622,889 46,348,393 6,234,800 201,206,082
U5 00 % B A A 5 I 98 2 £ Financial guarantees and other credit
related contingent liabilities 41,963,656 - - 41,963,656
At Total 190,586,545 46,348,393 6,234,800 243,169,738
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4 W B B a0 4 FINANCIAL RISK MANAGEMENT (continued)
4.4 VE)E & E K e 4.4 Liquidity risk (continued)
R A =M@ A =%
B £ 2 qUF O +ZMEA L
Repayable on 3 months -2 —EAE O REME H i Ht
demand or less months 1-5years  Over 5 years Undated Total
T T T T SR T T
BB THZES—H  Asat31 December 2022 HK$'000 HKS$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000
LA Financial liabilities
AT IR 3 B HAl Deposits from banks and other
SRR financial institutions 34,089,106 76,875,082 46,787,996 6,509,656 - - 164,261,840
ZHEH T 2 AfK Trading liabilities 48,658 9,956 = - - = 58,614
EFER Deposits from customers 171,570,414 257,234,404 126,800,351 19,117,879 - - 574,723,048
C BT Certificates of deposit issued = 3,216,226 = = = = 3,216,226
CRITHES Debt securities in issue - 1,459,011 1715737 17,289,923 - - 20,464,671
Hoh 4 £ 65 Other financial liabilities 2,035,601 3,574,667 2,893,010 914,811 81,083 - 9,499,172
Rk Total financial liabilities 207,743,779 342,369,346 178,197,094 43,832,269 81,083 - 772,223,571
R BL 4 Derivative cash flows
DIOFEA RS m TR Derivative financial instruments
settled on net basis - (15,910) 30,780 (362,017) (145,765) - (492,912)
DS EMESM TH Derivative financial instruments
settled on gross basis
A Inflows - 432,405,177 386,426,645 29,179,132 1,008,717 - 849,019,671
i i Outflows - (425,840,863) (370,550,710)  (29,100,848) (998,630) - (826,491,051)
HREARENEH Off-balance sheet items —EHPUT
No later — B R4 HAE L MGt
than 1 year 1-5 years Over 5 years Total
T T T T
It et s gy ;I el | At 31 December 2022 HK$'000 HK$000 HK$'000 HKS$'000
B R S 5 B AR B R G Loan commitments and other credit
related commitments 153,140,888 35,244,447 15,180,134 203,565,469
B 88 1R B HL A5 A0 I 04 £ £ Financial guarantees and other credit
related contingent liabilities 30,714,116 - - 30,714,116
it Total 183,855,004 35,044,447 15,180,134 234,279,585

225




o R R SRAT () A R4

Industrial and Commercial Bank of China (Asia) Limited

BEEXZ - =+ "A=+—HILFE
For the year ended 31 December 2023

4 B E| B A B (an)
45 HHEm T HK

SR ) 2 ZEH VR T S B T e TR (R4
AR TR AR o A48 M 45 B 8 B RO R
ERIEZ B P AR 0 UL BB R e R0
BERZEEBEILEZRA - REHFRE
A0 R A LA T B ) A o AR R R
Z ARSI MRS BRI > [R) IRETE AR AR o A
R 2400 i B e A B B RO

AL B TR R 1) 2 5K AR A 2 1 3 R
TR OB - DU I8 R 488 4 1% i 2
B2 IR R B 2R A o A T B RS N
FEWEEAMEN 2R HAIRIAE - S
5408 AR I H At R G > ) 3045 T R 2 AR R B H
o fig 2% -

AL IME B A SN TR 2 A B
) 3 K 8 5 (E A% 2 J6 300 i Bl DA B IR >
LE P 4 T L L By o T A L
Z BB R BE 2 B BRI -

(a) L FEE2 MW
AR B2 [ i ) R B > b HLE A
Z B4y LA s o0 S A MR R JE B o A
WA —F - =F A= —HZA
A By 36 T8 E Ek r (&
A IE12f88 T 1H B IT) o

(b) B iHM
A S B P ) R 1 R T o e R IR
A SR ARG R IR G B E M B %
TR A B 4 AL B G LB o R S =
HE+ZHZ+ 0 SRz AT
HAEARITEH T (F = 4 F3
fE8T1H FH#T) -

(c) FLEEH M
A5 B8 FH) AW A7 R O G B % B
2% T A AR 2 AR R B I B o R
BEE 52 fat i T e 8 2 % S A7 R — & — =

MfE3Tom Mk ot (& — 4E 1 IE3fEs
TF2HEEW L) -

226

4

E=FER
Annual Report 2023

FINANCIAL RISK MANAGEMENT (continued)

4.5 Strategy in using financial instruments

By their nature, the Group’s activities are principally related to
the use of financial instruments including derivatives. The Group
accepts deposits from customers at both fixed and floating rates,
and for various periods, and seeks to optimise the interest margins
by investing these funds in high-quality assets. The Group seeks to
increase these margins generally by consolidating short-term funds
and lending for longer periods at higher rates, while maintaining
sufficient liquidity in the process to meet all claims that might fall
due.

The Group also seeks to raise its interest margins, net of allowances,
through lending to commercial and retail borrowers with a range of
credit standings. Such exposures involve not just on-balance sheet
loans and advances but also guarantees and other commitments such
as letters of credit and performance and other bonds.

The Group also manages the risk of financial instruments by taking
positions in OTC instruments to take advantage of short- term
market movements in currencies, interest rates and securities prices.
The management places risk limits on the level of exposure to
financial products.

(a)  Fair value hedges
The Group hedges part of the existing Hong Kong dollar and
foreign currency interest rate risk in its fixed rate assets by
means of interest rate swaps. The net fair value of these swaps
as at 31 December 2023 was HK$368 million positive (2022:
HK$1,281 million positive).

(b)  Cash flow hedges
The Group uses interest rate swaps and commodity swaps to
protect against exposures to variability in future cash flows
on non-trading assets and liabilities which bear interest
at variable rates. The net fair value of these swaps as at 31
December 2023 was HK$710 million positive (2022: HK$381
million positive).

(c)  Net investment hedges
The Group uses foreign currency deposits to protect against
exposures to variability in foreign currency exposures arises
from net investment in subsidiaries. The net fair value changes
of these deposit recognised in exchange reserve as at 31
December 2023 was HK$332 million positive (2022: HK$352
million positive).
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4 FINANCIAL RISK MANAGEMENT (continued)

4.6

Fair values of financial assets and liabilities

Financial instruments measured at fair value using a valuation
technique

Fair values of standardised financial assets and financial liabilities
that are traded in active market are based on quoted market prices.
For all other financial instruments, the Group determines fair
values using valuation techniques. In general, quoted prices in
active market will be used if available. When quoted prices in active
markets are not available, an appropriate valuation technique will be
employed.

Valuation techniques include net present value and discounted cash
flow models, comparison to similar instruments for which market
observable prices exist, Black-Scholes and polynomial option pricing
models and other valuation models. Assumptions and inputs used in
valuation techniques include risk-free and benchmark interest rates,
credit spreads and other premia used in estimating discount rates,
bond and equity prices, foreign currency exchange rates, equity and
equity index prices and expected price volatilities and correlations.
The objective of valuation techniques is to arrive at a fair value
measurement that reflects the price of the financial instrument that
would be received to sell the asset or paid to transfer the liability in
an orderly transaction between market participants at the reporting
date.

The Group uses widely recognised valuation models for determining
the fair value of the common financial instruments. The market
data inputs are independent and observable in the market which
avoids any manipulation of the fair values. The Group has also an
established Valuation Committee to set up control framework with
respect to the measurement of fair values. Valuation Committee is
responsible for review of all market prices and rate sources used as
well as curves, methodology and models for valuation of financial
instruments.

A Credit Valuation Adjustment (“CVA”) is applied to the Group’s
over-the-counter derivative exposures to take into account the
counterparty’s risk of default when measuring the fair value of the
derivatives. CVA is the mark-to-market adjustment to the fair value
to reflect potential credit risk from counterparties in the Group’s
over-the-counter derivative portfolio.

The Group estimates CVA by referencing the market implied
default loss rates of the counterparties at similar external credit
grading level to construct the term structure of market-implied
probability of default (PD), market-consensus expected loss-given-
default (ELGD), and simulated paths of discounted future exposure
under the assumption that the Group is free from default risk. A
Debit Valuation Adjustment (“DVA”) is applied to incorporate the
Group’s own credit risk in the fair value of derivatives, using same
methodology as for CVA.
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FINANCIAL RISK MANAGEMENT (continued)

4.6

Fair values of financial assets and liabilities (continued)

Determination of fair value hierarchy

Fair values of financial assets and financial liabilities that are traded
in active markets are based on quoted market prices or counterparty
quotations. For all other financial instruments the Group determines
fair values using valuation techniques. Valuation techniques
include net present value and discounted cash flow models and
various market recognised option pricing models. Assumptions
and inputs used in valuation techniques include risk-free and
benchmark interest rates, equity prices, foreign currency exchange
rates, index prices, historical or implied volatilities and correlations.
The objective of valuation techniques is to arrive at a fair value
measurement that reflects the price of the financial instrument that
would be received to sell the asset or paid to transfer the liability in
an orderly transaction between market participants at the reporting
date.

The Group uses widely recognised valuation models to determine
the fair value of common and simple financial instruments, such as
interest rate and currency swaps, that use only observable market
data and require little management judgement and estimation.
Observable prices or model inputs are usually available in the market
for listed debt and equity securities, exchange-traded derivatives and
simple over-the-counter derivatives such as interest rate swaps. The
availability of observable market prices and model inputs reduces
the need for management judgement and estimation and also
reduces the uncertainty associated with determining fair values. The
availability of observable market prices and inputs varies depending
on the products and markets and is prone to changes based on
specific events and general conditions in the financial markets.

For more complex instruments, the Group uses valuation
models, which usually are developed from recognised valuation
methodologies. Some or all of the significant inputs into these
models may not be observable in the market, and are derived from
market prices or rates or are estimated based on assumptions.
Valuation models that employ significant unobservable inputs
require a higher degree of management judgement and estimation in
determination of fair value. Management judgement and estimation
are usually required for selection of the appropriate valuation model
to be used, determination of expected future cash flows on the
financial instrument being valued, determination of probability of
counterparty default and prepayments and selection of appropriate
discount rates.
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FINANCIAL RISK MANAGEMENT (continued)

4.6 Fair values of financial assets and liabilities (continued)

Determination of fair value hierarchy (continued)

Fair value estimates obtained from models are adjusted for any other
factors, such as liquidity risk or model uncertainties, to the extent
that the Group believes that a third party market participant would
take them into account in pricing a transaction. Fair values reflect
the credit risk of the instrument and include adjustments to take
account of the credit risk of the Group entity and the counterparty
where appropriate. For measuring derivatives that might change
classification from being an asset to a liability or vice versa - e.g.
interest rate swaps — fair values take into account both CVA and
DVA when market participants would take this into consideration in
pricing the derivatives.

Model inputs and values are calibrated against historical data and
published forecasts and, where possible, against current or recent
observed transactions in different instruments and against broker
quotes. This calibration process is inherently subjective and it yields
ranges of possible inputs and estimates of fair value. Management
uses judgement to select the most appropriate point in the range.
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FINANCIAL RISK MANAGEMENT (continued)

4.6 Fair values of financial assets and liabilities (continued)

JHETE 25T B (B 3% ()

Determination of fair value hierarchy (continued)

S SH SH= Hm
Level 1 Level 2 Level 3 Total
T#x T#x T#x T#x
“ECEHEFSAZE—H 31 December 2023 HK$°000 HK$’000 HKS$’000 HKS$000
B Pk 2 - B Recurring fair value measurements
SMER Financial assets
k4 m TR Derivative financial instruments
B W ) A Currency forwards and swaps - 3,459,599 - 3,459,599
S RRIESME 5 4 Structured foreign exchange contracts - 4,154 - 4,154
PSS LT IESS Cross-currency interest rate swaps - 848,030 - 848,030
e Currency options - 93,320 - 93,320
| 4 1 Interest rate swaps - 4,083,728 - 4,083,728
T i 4540 Commodity swaps - 732,707 - 732,707
2 1 & Interest rate futures - 304 - 304
- 9,221,842 - 9,221,842
DA A5 (i 4% HAth 4 T i 25 AR Loans and advances to customers, banks
EF ST 2 S R H AR and trade bills measured at fair value
DY GELE S through other comprehensive income
% P Advances to customers - 436,062 - 436,062
FRERC S ik R Rk & Financial investments held for trading
i Debts securities - 5,163,388 - 5,163,388
o 1 AP (B AR 4 R AR Non-trading financial investments mandatorily
ZH3 R eRE measured at fair value through profit or loss
fi5% Debs securities - 164,408 - 164,408
e 578 %5 Equity securities - - 129,214 129,214
BELES Investment funds - 4,744,802 - 4,744,802
Hph Others - 62,172 - 62,172
- 4,971,382 129,214 5,100,596
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4 B R B A BE om0 4 FINANCIAL RISK MANAGEMENT (continued)
4.6 LEERERAEZABEME @ 4.6 Fair values of financial assets and liabilities (continued)
i TE 25T (3 (4#) Determination of fair value hierarchy (continued)
S SH BH= Hm
Level 1 Level 2 Level 3 Total
T#x T#x T#x T
“RCEETSAZTH 31 December 2023 HK$’000 HK$’000 HK$000 HKS$000
A TEES LM 2R S AR Financial investments measured at fair value
SRBE through other comprehensive income
i Debt securities - 148,601,129 - 148,601,129
J R Equity securities - 13,642 2,679,215 2,692,857
- 148,614,771 2,679,215 151,293,986
SR EAH Total financial assets - 168,407,445 2,808,429 171,215,874
Eod 5L Financial liabilities
Laaba i LS Structured deposits from customers - 18,188,373 - 18,188,373
SRAT R 2 B Ho A 4 R A 2 A7 3K Deposits from banks and other financial
institutions - 14,083,698 - 14,083,698
- 32,272,071 - 32,272,071
R4 T A Derivative financial instruments
A 1) T ) Currency forwards and swaps - 4,078,364 - 4,078,364
SRS HE G 4 Structured foreign exchange contracts - 6,242 - 6,242
2 B R B 3s i Cross-currency interest rate swaps - 769,424 - 769,424
il Currency options - 102,799 - 102,799
] 26 45 41 Interest rate swaps - 3,556,216 - 3,556,216
T 94240 Commodity swaps - 33,262 - 33,262
- 8,546,307 - 8,546,307
ZHEHE T Z AR Trading liabilities - 79,832 - 79,832
S B EAH Total financial liabilities - 40,898,210 - 40,898,210
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4.6 Fair values of financial assets and liabilities (continued)

i TE 25T (3 (4#) Determination of fair value hierarchy (continued)
g — 3 - HEH= M
Level 1 Level 2 Level 3 Total
T Tt Tt T
it St S gy : =8 Sl | 31 December 2022 HK$°000 HK$°000 HK$°000 HK$°000
SR AP B L Recurring fair value measurements
LA Financial assets
e/ T A Derivative financial instruments
5 1) T ) Currency forwards and swaps - 6,842,222 - 6,842,222
HRHEAMNES 4 Structured foreign exchange contracts - 128 - 128
2 B R B 3s i Cross-currency interest rate swaps = 1,060,038 = 1,060,038
il Currency options - 215,698 - 215,698
] 2 45 141 Interest rate swaps - 9,282,400 - 9,282,400
1 i 40 Commodity swaps - 296,565 = 296,565
7 2 8 Interest rate futures - 162 - 162
- 17,697,213 - 17,697,213
DA ST 158 468 A 2 T i 25 AR Loans and advances to customers, banks and
P RITF EZ SR M EMIRIE  trade bills measured at fair value
DYTES L through other comprehensive income
EaSl v Advances to customers - 178,395 - 178,395
HELS Trade bills - 16,252,504 - 16,252,504
- 16,430,899 - 16,430,899
FEUATEELEGEARZS © Loans and advances to customers, banks and
AT 7 2E 2 SRR A BRI other accounts designated at fair value
through profit or loss
BFEH Advances to customers - 1,550,057 - 1,550,057
FHESC D) ik R E Financial investments held for trading
&% Debs securities - 5,084,356 - 5,084,356
i P DL A T E SR R R AR Non-trading financial investments mandatorily
ZHZH MisEMIE measured at fair value through profit or loss
&% Debs securities - 350,597 - 350,597
B 5 7 5 Equity securities - - 98,451 98,451
REHEE Investment funds - 4,741,416 - 4,741,416
HAlr Others - 54,948 = 54,948
- 5,146,961 98,451 5,245,412
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4 B R B e 4  FINANCIAL RISK MANAGEMENT (continued)

4.6 Fair values of financial assets and liabilities (continued)

4.6 SrihEE KA EZ AP HEE @)

i TE LT (R (4) Determination of fair value hierarchy (continued)
S G EH= i
Level 1 Level 2 Level 3 Total
TH#T T T T
SRR AZT—H 31 December 2022 HKS$°000 HK$'000 HK$'000 HK$'000
DA (B 48 A 2 TR A R Financial investments measured at fair value
ZEMBE through other comprehensive income
&% Debt securities 110,361,440 - 110,361,440
B 5 7 5 Equity securities 19,515 3,143,550 3,163,065
110,380,955 3,143,550 113,524,505
SREE A Total financial assets 156,290,441 3,242,001 159,532,442
S Financial liabilities
SRAT IR 2 B Ho A 4 R A A 2 A7 K Deposits from banks and other financial
institutions 16,670,876 - 16,670,876
ik R LA Derivative financial instruments
KW s Currency forwards and swaps 7,084,269 - 7,084,269
AR SN E G 4 Structured foreign exchange contracts 1,837 - 1,837
28 S ] 3R A Cross-currency interest rate swaps 934,195 - 934,195
g3 il Currency options 176,533 - 176,533
e Interest rate swaps 7,754,704 - 7,754,704
[ Commodity swaps 36,290 - 36,290
il 230 & Interest rate futures 58 - 58
B B 4 141 Equity swaps 239,027 - 239,027
16,226,913 - 16,226,913
ZHEHE T Z AR Trading liabilities 58,614 = 58,614
$i8 58 DAA-F 8 (B 4 B 4 R AR Financial liabilities designated at fair value
ZEMAE through profit or loss
C#1T i Debt securities in issue 1,311,030 - 1,311,030
SMA AR Total financial liabilities 34,267,433 - 34,267,433
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FINANCIAL RISK MANAGEMENT (continued)

4.6

Fair values of financial assets and liabilities (continued)
Determination of fair value hierarchy (continued)

Information about significant unobservable inputs in Level 3

valuations
A FREER S THES M R
BERE (ELES BERFMHESH R I Fair value measurement sensitivity to
Type of assets Valuation technique Significant unobservable input(s) Range unobservable input(s)
2023 2022
R B 4 i 2 i 8.6%89%  77%-102% FAELA @EHATHEEHERD
Discounted cash flow model ~ Discount rate An increase in the discount rate, in isolation, would
result in a decrease in a fair value measurement.
UATREERBRIIEAR itk TR 1.02-12.6 12-12.1 {8 A SEBGE 2 AT B L -
ZERBE Market-comparable Equity value/Sale Anincrease in the multiple will result in a favourable
it approach movement in the fair value of the asset.
Financial investments measured at
FVIOCI AT 29% 28%  REMSE LA SEEEE LA THEENT -
- Equity securities Marketability discount Anincrease in marketability discount will result in an
unfavourable movement in the fair value of the asset.
HENE YL AN AR AN
Net asset value N/A N/A N/A  N/A
DAFRESHGRARS g e T it 39-332 10-160 FRLT GEBEEZATEMERL -
SRHE Market-comparable Price-to-Sales multiples An increase in the multiple will result in a favourable
= P p p
L 2K Y
B approach movement in the fair value of the asset.
Financial investments at fair
value through profit or loss HEME 30% 30% WEESELS > @EHEEZAFHEERT -

- Equity securities

Marketability discount

BEEAE RN E-Pa e 3 EXcEl Tk nra

73 JUBGBE T IEE A 1) S 28

Anincrease in marketability discount will result in an
unfavourable movement in the fair value of the asset.

Effects of changes in significant unobservable assumptions to

reasonably possible alternative assumptions:

2023
HE SR HE R b2
Effect recorded directly in equity
A (AR
Favourable (Unfavourable)
T#x T#x
HK$°000 HK$’000
PS8 (B A8 H A 2 T i 45 AR 2 B il i
Financial investments measured at FVTOCI 425,544 (424,799)
425,544 (424,799)
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FINANCIAL RISK MANAGEMENT (continued)

4.6 Fair values of financial assets and liabilities (continued)

Determination of fair value hierarchy (continued)

2023
Wl SRR IR 2 R B2 YW
Effect recorded directly in profit & loss
A (A H)
Favourable (Unfavourable)
T#x T#x
HK$°000 HK$’000
LA EE S 48 RA R Z S RRE
Financial investments at fair value through profit or loss 12,895 (12,943)
12,895 (12,943)
2022
HiERsk AR |2 R
Effect recorded directly in equity
A (A F])
Favourable (Unfavourable)
T T
HKS$’000 HKS$’000
DA S8 (8 6 Ath 4 T i 4 A B 22 4 il 4%
Financial investments measured at FVTOCI 301,912 (349,128)
301,912 (349,128)
2022

HECH R R L2 B
Effect recorded directly in profit & loss

A (A F)
Favourable (Unfavourable)
T T
HK$’000 HK$’000
PIAPREERIEG RARZ &R E
Financial investments at fair value through profit or loss 9,828 (9,859)
9,828 (9,859)

e TREWT » w5 TR 8 A7 EE R
il AR AR A H s A A MR R TR AR AR AE
AR ] T L B v i AT LR 2 B AR O R
R L At T LS Y T R - B RBUR
B 2 BUREE > BRI &= & AT AT 2 5 8
1B E B E AR Y IE ~ £110% YA (B9 AT 22 )

The fair values of financial instruments are in certain circumstances,
measured using valuation models that incorporate assumptions
that are not supported by prices from observable current market
transactions in the same instrument and are not based on observable
market data. The table above shows the sensitivity of fair values due
to parallel movement of plus or minus 10% in reasonably possible
alternative assumptions.
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4.6 Fair values of financial assets and liabilities (continued)

Movements in level 3 financial instruments measured at fair value
The following table shows a reconciliation of the opening and
closing amounts of Level 3 financial assets and liabilities which are

recorded at fair value:

AR
W2 3% M 3R
ZAREB
BRAH W
i Total —R-=
RIS unrealised +=H
=Ji=[i losses ==l
At recorded in I 56 24 % At
1 January W#  equity/income Exchange 31 December
2023 Addition statements difference 2023
T#T T#x T#T T T#T
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
LW E Financial assets
LA P18 1 48 At 2 1 i 25 Financial investments measured at
A2 &M E FVTOCI
—RE &% - Equity securities 3,143,550 39,313 (608,722) 105,074 2,679,215
AP 484845 R AME  Financial investments mandatorily
ZE M E measured at fair value
through profit or loss
— R S - Equity securities 98,451 - 30,764 - 129,215
SR = T AR Total level 3 financial assets 3,242,001 39,313 (577,958) 105,074 2,808,430
RS/
i £ 3% 4 51
2K BE
Wi 45 48 %8 i
iy Total e S
TR unrealised +=A
—H—H gains ==
At recorded in e b, 7% %8 At
1 January B8R equity/income Exchange 31 December
2022 Addition statements difference 2022
RRPI RR SRP T SR
HK$’000 HK$’000 HK$°000 HK$’000 HK$’000
SWEE Financial assets
LA P18 1 48 H At 2 T Wi 45 Financial investments measured at
ARZ &g FVTOCI
e e - Equity securities 3,235,615 116,382 (34,867) (173,580) 3,143,550
W LA EEA R AR Financial investments mandatorily
ZEME measured at fair value
through profit or loss
— IR S - Equity securities - 235,442 (136,991) - 98,451
M AR A Total level 3 financial assets 3,235,615 351,824 (171,858) (173,580) 3,242,001

AR PR WA O > A A E SR —
T SR = 2 [RJRS > e A B 1 A5 = o
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No financial assets were transferred between Level 1 and Level 2, or
transfers into or out of Level 3 at the end of reporting period.
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4 FINANCIAL RISK MANAGEMENT (continued)

4.6 Fair values of financial assets and liabilities (continued)

Financial instruments not measured at fair value

The fair values of financial assets and liabilities are estimated as

follows:

(a)

(b)

(c)

(d)

Balances and placements with banks and other financial
institutions

The fair values of floating rate placements and overnight
deposits are their carrying amounts. The estimated fair value
of fixed interest-bearing deposits, all of which are less than one
year, is based on the discounted cash flows using prevailing
money-market interest rates and the remaining maturity.
Therefore, the fair value is approximately equal to the carrying
value.

Advances and other accounts

Advances and other accounts are net of allowances for
impairment. All items, except a very insignificant portion of
loans and advances to customers, bear interest at a floating
rate. The Group has assessed the fair value of loans and
advances to customers and banks, after taking into account
the relevant market interest rates and net of allowances for
impairment. It is noted that the total fair value is not materially
different from the total carrying value.

Investment measured at amortised cost

The fair value of investment measured at amortised cost
determined with reference to the available market value
obtained from exchange, dealer or independent pricing service
vendors or using discounted cash flow technique.

Deposits and balances from customers, banks and other
financial institutions
The estimated fair value of deposits and balances with no
stated maturity is the amount repayable on demand. The fair
value of those balances having an interest at a floating rate is
their carrying value.

The estimated fair values of the fixed interest-bearing deposits
of banks and deposits from customers without quoted market
prices is based on discounted cash flows using interest rates for
new debts with similar remaining maturity. As their maturity
is normally less than one year from the end of the reporting
period, their fair values are approximately equal to their
carrying values.
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4 BB B A B a) 4  FINANCIAL RISK MANAGEMENT (continued)
4.6 LEERERAEZABEME @ 4.6 Fair values of financial assets and liabilities (continued)
05 T LU (EH 7t 42 2 TR () Financial instruments not measured at fair value (continued)
(e) EFTHFAE (e)  Certificates of deposit issued
2 45 B HEAG B B AT AT 3K 2 N T E A R The Group has assessed the fair value of certificates of deposit
E 75 FEAH B 2 e Rl AR - WG R R A issued after taking into account the relevant yield curve and
ST (A8 A B T (L AR I e T R 8 L o noted that the total fair value is not materially different from
the total carrying value.
O EAth &R FM A (f)  Other assets and other liabilities
Hofth B 7 K HoAh B fE— A A AL The estimated fair value of the other assets and other liabilities,
HAGFHAPEE A H AR (E - which are normally non-interest-bearing, is their carrying
values.
TR ESHE PLAPAE E T R The following tables set out the carrying values and fair values
H 2 MR M N PE A DL IR of the financial instruments not measured at fair value, except
{6 BN -5 (B AE 25 1 46 i 5L BR A1 - for the above with their carrying values being approximation
of fair values.
R_-F_=41+2A=Z+—H R-F__#+-A=+—8
At 31 December 2023 At 31 December 2022
I i {F 2P e T L AR E
Carrying value Fair value  Carrying value Fair value
i T#L T#L T T T
Note HK$°000 HK$°000 HK$’000 HKS$’000
DABESH B A ARGl Financial investments measured
Ed=y at amortised cost 24 96,292,003 93,152,812 113,892,296 110,317,312
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4 B R B e 4  FINANCIAL RISK MANAGEMENT (continued)
47 FEEMEEKRABZ AFEME 4.7 Fair values of non-financial assets and liabilities
LN FE (E AR Fair value hierarchy
T 3R 25 A R A A RN A R S e S The following table presents the fair value of the Group’s bank
AREEZBITREEMPED REEWEZ N premises and properties and investment properties measured at the
SAEAE 4% R S U A ME JUD) S 1355 T end of the reporting period on a recurring basis, categorised into
FEE R R E 2 =8 EEE FETT the three-level fair value hierarchy as defined in HKFRS 13, Fair
Bl A THEEFEZHERITIZHE TN IER value measurement. The level into which a fair value measurement
I45 BT i 2 0 N BB 2 nl i a8 M RN A I 40 is classified is determined with reference to the observability and
B significance of the inputs used in the valuation technique as follows:
LG B E AP EE N RS — R Level 1 valuations: Fair value measured using only Level 1 inputs
AAE > B ET i El AE 1 B TIT B A [R) ¥ E B B i.e. unadjusted quoted prices in active markets for identical assets or
FEAY A CRFAEE) - liabilities at the measurement date.
SR M S EAPEERTE REmA Level 2 valuations: Fair value measured using Level 2 inputs
H > BVARTF AR — MBI A(E - R i.e. observable inputs which fail to meet Level 1, and not using
P E TR AN W] LA W A ME o R AT BLES A significant unobservable inputs. Unobservable inputs are inputs for
7y B B AL T 3 R Y i A - which market data are not available.
SERR=ARE AP EE A R B Level 3 valuations: Fair value measured using significant
ZHi A A o unobservable inputs.
SR AT ZHEZ B Z2A A Fair value at 31 December 2023
HFH— FH— FH=
Level 1 Level 2 Level 3
T#x T#x T#x T#x
HK$’000 HK$’000 HK$’000 HK$°000
SR PE A TR R Recurring fair value measurement
SRAT I B ) 3 Bank premises and properties 467,327 - - 467,327
&Y% Investment properties 208,300 - - 208,300
MR A= —HZ A PEE Fair value at 31 December 2022
FER— F = F=
Level 1 Level 2 Level 3
TH#s T T#IT T#T T#IT
HK$’000 HK$’000 HK$’000 HK$°000
RN PEER = Recurring fair value measurement
SRAT R E K ) 2 Bank premises and properties 485,935 = = 485,935
a2k Investment properties 209,000 - - 209,000
BEEX-_=F+"_H=+—HILFEE % During the year ended 31 December 2023, there was no transfers
B — e SF A 2 [0 AR RS 5 R R gEA B e between Level 1 and Level 2, or transfers into or out of Level 3. The
G =2 THH o A48 [H 2 BUIR By A i 8 5% Group’s policy is to recognise transfers between levels of fair value
A 2 R T A R R R R S T H S AR 2 [ hierarchy as at the end of the reporting period in which they occur.
2 .
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4 B B A B () 4  FINANCIAL RISK MANAGEMENT (continued)
47 AR E KA MEZ A FEME @) 4.7 Fair values of non-financial assets and liabilities (continued)
SNE (B 2 4R (4) Fair value hierarchy (continued)
A B 1 I AT 4% B W 3 DA SR AT I B W SR All of the Group’s investment properties and bank premises and
SR == —HEHMAE AR properties were revalued as at 31 December 2023. The valuations on
TTREY DL K ERATE E R 2 AL E B the Bank’s investment properties and bank premises and properties
SL B ZE A G A E R 2 BAE ) R AT A BRA were carried out by an independent professionally qualified valuer,
FEAT o A GRAT MR 2 Wl $0E W 2E DA KSR AT A. G. Wilkinson & Associates. The investment properties and bank
55 S 2 2 A AE B P B R 2 B S A premises and properties of the Bank’s subsidiary were carried out
A Ak Bl R I T B AR B A A R AL b b by an independent professionally qualified valuer in the Mainland
Al (G R A RS REAT o B0 25 il (E Fi 2 B China, Shenzhen GuoZhongLian Asset and Real Estate Appraisal
5 BT Ak (B 4 2E T 7E 3 B R0 4 260 BN 2 9T 34 Consulting Co., Ltd. The valuers are with recent experience in
(HAE By o A E 2 & H e B B Bk it &% the location and category of property being valued. The Group’s
w3 K A B R H A A AT Al (ELIRE BT A management has discussion with the surveyors on the valuation
(R 5% Fe A (B &5 S AT 5T 5 o assumptions and valuation results when the valuation is performed
at each interim and annual reporting date.
B FR =2 (A 22 B A Information about Level 3 fair value measurements
Wit i % UNTE E-3 DN 2023 2022 ARG RS BES Y2 H08)E
Valuation Unobservable i #i[f Fair value measurement sensitivity to unobservable
techniques input(s) Range Range input(s)
HEYFE
Investment properties
it HEH s % 2.6%-275%  24%-27% MR LR @EIAPEEREED -
- Hong Kong Investment method -~ Market yield An increase in the market yield, in isolation, would result in
a decrease in a fair value measurement.
— B HHEHEE  ARTENH* 5.3% 53% ERARMRE LA @SN FHEEGEED -
_ Mainland China Discount cash flow  Risk adjusted discount An increase in the risk adjusted discount rate, in isolation,
rate would result in a decrease in a fair value measurement.
FHHGHEHR 35%-4.0%  35%-40% BEMMSRSHR E GEBEEZATEERNL -
Expected market rental An increase in the expected market rental growth will result
growth in a favourable movement in the fair value of the asset.
FH % 65.0%-95.0%  65.0%-95.0% FUMIER LT EHEE L AFHEERE -
Expected occupancy rate An increase in the expected occupancy rate will result in a
favourable movement in the fair value of the asset.
RITEERYE
Bank premises and properties
-5 HELEY WERB 2 T (16.4)%-  (198)%-13% VLY RE /il @UNEELATEER -
- Hong Kong Direct comparison S (#r#) (1.5)% JHTF
approach Premium/(Discount) on The premium/discount on characteristic of the properties
characteristic of the will result in a favourable/unfavourable movement in the
properties fair value of the asset.
— A 7 MAREHE W HEHAF 4.5% 45% FERAEERE LT @EBATEEGEED -
- Mainland China method 1~ Discount cash flow Risk adjusted discount An increase in the risk adjusted discount rate, in isolation,
rate would result in a decrease in a fair value measurement.
FHHGUEHR 40%-45%  40%-45% BHTGHSER L SEREEZATEERL -
Expected market rental An increase in the expected market rental growth will result
growth in a favourable movement in the fair value of the asset.
A% 96.0% 96.0% FEMIHAE LA GEMEEZATEAR L -

— R g 7y 2 BB
- Mainland China method 2 Direct comparison
approach
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Expected occupancy rate

T ER T
Market value discount
rate

An increase in the expected occupancy rate will result in a
favourable movement in the fair value of the asset.

6.0% 6.0% THHEMHE LR @EEAFEERERD -
An increase in the market value discount rate, in isolation,
would result in a decrease in a fair value measurement.
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4 FINANCIAL RISK MANAGEMENT (continued)

4.7

Fair values of non-financial assets and liabilities (continued)

Information about Level 3 fair value measurements (continued)

For investment properties classified under level 3, the fair values are

valued by:

i)

investment method of valuation and have assessed the
contractual rental income and the expected future market
rental income after allowing for outgoings and maintenance
requirements at appropriate market yields as perceived in the
actual market; and

discounting a projected cash flow series associated with the
properties using risk adjusted discount rates. The valuation
takes into account expected market rental growth and
occupancy rate of the respective properties. The discount
rates used have been adjusted for the quality and location
of the buildings and the tenant credit quality. The fair
value measurement is positively correlated to the expected
market rental growth and the occupancy rate, and negatively
correlated to the risk adjusted discount rates.

For bank premises and properties classified under level 3, the fair

values are determined by:

i)

discounting a projected cash flow series associated with the
properties using risk adjusted discount rates. The valuation
takes into account expected market rental growth and
occupancy rate of the respective properties. The discount
rates used have been adjusted for the quality and location
of the buildings and the tenant credit quality. The fair
value measurement is positively correlated to the expected
market rental growth and the occupancy rate, and negatively
correlated to the risk-adjusted discount rates; and

using direct comparison approach to value properties in
their respective existing states and uses on the market basis
assuming sale with immediate vacant possession and by
making reference to comparable sales evidence. The valuations
take into account the characteristic of the properties which
included the location, size, shape, view, floor level, year of
completion and others factors collectively. Higher premium
for properties with higher characteristic will result in a higher
fair value measurement.
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4 BB B A B a) 4  FINANCIAL RISK MANAGEMENT (continued)
47 FEEREEKRAMEZ A FEE @) 4.7 Fair values of non-financial assets and liabilities (continued)
B E R = LT (H a2 B# (4 Information about Level 3 fair value measurements (continued)
S A = 08 P (R R B A B 2 ) PR 2 A T A The movements during the period in the balance of these Level 3 fair
T value measurements are as follows:
T#L
BT B R 3k Bank premises and properties: HK$’000
R EZ=HF—H—H At 1 January 2023 485,935
i 54, 2 27 S HoAth Exchange difference and others (5,053)
NI Depreciation charge for the year (16,061)
A B Surplus on revaluation 2,506
Ro-FZ=4+ZA=+—H At 31 December 2023 467,327
T T
GRAT I E X Bank premises and properties: HK$°000
WoFE A —H—H At 1 January 2022 597,666
FEESS<E/E S YN Transfer in from investment properties 22,057
B B R G Transfer out to investment properties (105,213)
e 5t 7 0 S HoAth Exchange difference and others (121,532)
NI Depreciation charge for the year (16,259)
AL R Surplus on revaluation 109,216
RE-FZ 4 +ZA=+—H At 31 December 2022 485,935
T#x
BREWE : Investment properties: HK$’000
WoFE = —H—H At 1 January 2023 209,000
N1 (H i Fair value adjustment (700)
HWo_E_=FFT_H=1+—H At 31 December 2023 208,300
TH#TT
BEYWE Investment properties: HKS$°000
WoE M —H—H At 1 January 2022 145,300
HSRAT 5 2 W) 2 Transfer in from bank premises and properties 105,213
o RATS B M Transferred out to bank premises and properties (22,057)
8T8 (E 7 2 Fair value adjustment (17,141)
EE 2% ] Exchange adjustment (2,315)
REF_—#+-H=+—H At 31 December 2022 209,000
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4 FINANCIAL RISK MANAGEMENT (continued)

4.8

Capital management

The Group’s objective for managing capital is to allocate capital
in an efficient and risk-based approach to optimise risk-adjusted
return to the shareholders. The Group periodically reviews its
capital structure and maintains a strong capital base to support the
development of its business. The privatisation of the Bank in 2010
facilitates greater responsiveness than before to the Group’s need
for capital injection from the Parent Bank as and when it arises. This
was evidenced by the various capital injections from the Parent Bank
thereafter.

The Group manages its capital to execute its strategic business
plans and support its growth and investments in an efficient way.
The Group adjusts its business and lending strategy from time to
time to optimise its risk-return profile. To ensure compliance with
regulatory requirements, detailed capital management and capital
adequacy ratio management policies have been drawn up by the
Bank.

The HKMA requires the Bank to maintain a prescribed ratio of total
regulatory capital to risk-weighted assets (the “CAR”) and minimum
leverage ratio. Certain subsidiaries of the Group are also subject to
statutory capital requirements from other regulatory authorities,
such as the Hong Kong Securities and Futures Commission. Capital
adequacy and the use of regulatory capital are closely monitored by
management, employing techniques based on the Capital Rules. The
required information is filed with the HKMA on a quarterly basis.

In addition, the HKMA classified the Bank as a material subsidiary
of ICBC resolution group in 2020 and requires the Bank to comply
with internal loss-absorbing capacity (“Internal LAC”) requirements
under the Financial Institutions (Resolution) (Loss-absorbing
Capacity Requirements - Banking Sector) Rules from 1 January
2023. In implementing Internal LAC requirements, the HKMA
requires the Bank to maintain prescribed ratios of Internal LAC
expressed as a percentage of risk-weighted assets, Internal LAC
expressed as a percentage of exposure measure, and Internal LAC
debt expressed as a percentage of Internal LAC regulatory minimum.

During the two years ended 31 December 2023 and 2022, the Group
complied with all of the capital requirements externally imposed by
the HKMA.
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FINANCIAL RISK MANAGEMENT (continued)

4.9

4.10

Operational risk management

Operational risk is the risk of unexpected financial losses resulting
from inadequate or failed internal processes, people, systems or
from external events. The Group follows the definition by BASEL
Committee which includes legal risk, but excludes strategic and
reputation risks. Operational Risk is inherent to every aspect of
daily business operations within an organisation, which covers a
wide spectrum of issues and root causes. The Group adopts the
“Three Lines of Defence” approach to manage operational risk. The
Operational Risk Committee is established to provide adequate
oversight to ensure operational risks (including technology risk)
are identified, assessed, mitigated, and reported with adequate
control measures and procedures. Operational risk is also monitored
through the implementation of various management tools,
including key risk assessment, key risk indicators, operational loss
data collection and incident reporting etc. The Group will keep on
pursuing proactively the effective operational risk management
practice in accordance with the relevant guidelines and principles
issued by the Basel Committee and the HKMA respectively.

Legal and compliance risk management

Legal risk is the risk arising from the potential claims that
unenforceable contracts, lawsuits or adverse judgments may disrupt
or otherwise negatively affect the operations or financial conditions
of the Bank. Compliance risk is the potential risk of compliance
sanctions, financial loss, or reputational loss that the Group may
suffer as a result of violations of, or non-compliance with, applicable
laws and regulations with respect to the conduct of business.

Legal and compliance staff members advise the management on
legal and regulatory developments and assist the management in
establishing policies, procedures and monitoring programmes to
ensure compliance with relevant legal and regulatory requirements.
Compliance staff conducts regular compliance checking so that the
Bank can identify potential non-compliance issues and take remedial
actions on a timely basis. Legal and compliance staff also arranges
regular training sessions to update staff members with relevant
legal and regulatory requirements. Regular reports on related legal
and compliance issues including non-compliance issues and legal
and regulatory developments are presented to various Board-level
Committees.
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5 SEGMENT REPORTING

5.1

Class of business

The Group comprises seven operating segments. Asia Pacific
Business represents the banking business in Asia Pacific Region.
Corporate and investment banking mainly comprises corporate
banking, the provision of debt capital market and investment
banking. Commercial banking represents commercial lending
and trade financing. Retail banking represents retail banking,
wealth management, hire purchase and leasing, and credit card
business. Global markets and trading represents foreign exchange,
money market and capital market activities. Institutional banking
represents financial institution business. Chinese Mercantile
Bank represents the business of the Bank’s subsidiary in the PRC.
Unallocated items mainly comprise the central management unit,
bank premises, inter-segment elimination entries and any items
which cannot be reasonably allocated to the specific operating
segments.
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5 ARG @ 5 SEGMENT REPORTING (continued)
5.1 %%@ﬂ (%) 5.1 Class of business (continued)
e
R¥E G
BKEEH  Corporate SR e T
Asia- and  WRRG  FHERM Global  HEHESAT Chinese
Pacific ~ investment Commercial Retail marketsand Institutional  Mercantile Jef it
Business banking banking banking trading banking Bank Others Total
T#x  T#x  T#x  T#x  T#x  TEx  TExX  T#x Tz
CRTEEFCAZ TN 31 December 2023 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HKS'000 HKS$'000 HK$°000 HK$°000
B EIA Net interest income 331,294 2,396,282 1,070,276 1,957,885 274685 1,020,668 1,810,442 1,970,434 10,831,966
e YU ELON Fee and commission income 42,332 471,249 201,386 796,232 30 315,109 177,824 65,016 2,069,178
S S ESET Fee and commission expense - (1,544) (192)  (237491) - (4,637) (516) (4856)  (249,236)
ok B A B Net fee and commission income 0332 469705 20L194 558,741 300 310412 177,308 60,160 1,819,942
BRHMA/ (ER) Net trading income/(loss) 28,708 109,369 128,219 337,077 584,356 21,461 (643,246) 429,173 995,117
WA\?E{E@{EE%)\&% Net (loss)/gain on financial assets and
SREERAR (BB /& liabilties at fair value through
B profit or loss - - - - (249.764) 78,703 686 169,062 (1,313)
KHEBREZRERA Dividend income from financial investments - - - - - - - 85,070 85,070
Hfb A Other operating income - - 119 269 - 7,300 7005 349584 404497
HERA Operating income 402,334 2,975,356 1,399,808 2,853,972 609,307 1,438,604 1,392,415 3,003,483 14,135,279
EST Operating expenses (89,530)  (265,794)  (456,711)  (1,674,470)  (379,546)  (333,559)  (481,789)  (305319)  (3,986,718)
ARBERRZEFER  Operating profit before impairment losses 32,804 2709562 943,097 LI79502 229761  L105045 910626 2,758,164 10,148,561
WHEER/ (BX) B8 Net write back/(charge for) impairment losses 7820 (485382) (1,514892) (179,095 (44,547 614 (524240) 600476  (2,139,446)
MR ELER Operating profit/(loss) after impairment losses
(8 ‘ 320,624 2,223,980 (571,795) 1,000,407 185214 1,105,659 386,386 3,358,640 8,009,115
HED /szél ) Net gain/(loss) on disposal of financial assets
Wi RSB 2 i/ at fair value through other
(8 B4 ) comprehensive income - - - - 54,593 - 30,005 (718318)  (633,630)
HEDBEAAAREAEE  Netloss on disposal of financial assets at
ZERIE amortised cost - - - - (20,175) - - - (20,175)
B ENEER Revaluation loss on investment properties - - - - - - - (700) (700)
HEE R BRI Net loss on disposal of property, plant and
) equipment - - (15) (669) - - - ) (687)
B A F 2 M Net gain on partial disposal of an associate - - - - - - - 109,870 109,870
BEEH/ (ER) Operating profit/(loss) 30,624 2223980  (571810) 999738 219632 1105659 416481 2749489 7,463,793
HElh g A AR Share of loss of associates - - - - - - - (27,730) (27,730)
BBt/ (BR) Profit/(loss)before tax 320,624 2,223,980 (571,810) 999,738 219,632 1,105,659 416,481 2,721,759 7,436,063
B E Segment assets 23,292,911 135,332,968 80,184,072 107,446,072 230,533,469 19,316,583 133,807,836 185,830,700 915,744,611
REEAT 2 Interest in associates - - - - - - - 5400 215410
BEE Total assets 23,292,911 135,332,968 80,184,072 107,446,072 230,533,469 19,316,583 133,807,836 186,046,110 915,960,021
BE K Total liabilities 22,239,559 134,416,701 80,934,914 110,960,009 225,435,761 38,489,168 116,208,314 37,515,486 766,199,912
B S Capital expenditure - 13 15 189406 486 202 29,772 92232 312,126
B R A Depreciation and amortisation charge 7,369 9,888 3,52 228,398 16,147 8,641 56201 239711 599,007
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5.1 %%@ﬂ (%) 5.1 Class of business (continued)
PR
HERT )
BREEH  Corporate SETT EHRIT
Asia- and  WERGT  FEHG Global  HRHH#IT Chinese
Pacific  investment Commercial Retail ~marketsand Institutional ~ Mercantile ity A5t
Business banking banking banking trading banking Bank Others Total
T T T T T T Tt Tt T
SEZTHEFZAST—H 31 December2022 HKS'000  HK$000  HKS000  HKS'000  HKS000  HKS000 — HKS$'000  HKS$000  HKS000
RS MA Net interest income 348203 1927071 1206966 1762876 389,972 861782 2465521  T7A336 9734927
& R A Fee and commission income 55559 406535 307421 695,505 16 288930 131833 9415 197714
I S ESEr Fee and commission expense - (3,659) (4902)  (166,443) = (2438) (2,730) (7519)  (187,691)
& R A3 Net fee and commission income 55,559 402,876 302,519 529,062 16 286,492 129,103 83,89 1,789,523
WA/ (ER) Net trading income/(loss) 19804 106721 163,861 237,609 (448,531) 38091 (765571) 148433 (499,583)
) Q?fﬁﬁ%@ﬁﬁ%)\?& Net gain/(loss) on financial assets and liabilities
ERERE LA R/ at fair value through profit or loss
() - - - - M3 23616 4677 (488024) 38575
KHERBEZBEMA Dividend income from financial investments - - - - - - - 69,213 69,213
LR ELION Other operating income - - 129 1,124 - 7,300 51963 349020 409,536
BEIA Operating income 43566 2436868  LET3475 2530671 786913 1217281 1885693 934874 11,889,341
LESE Operating expenses (86,618)  (253389)  (440267) (1557,704)  (356371)  (288,035)  (498781)  (316323)  (3,797,488)
AARBERRZEEER  Operating profit before impairment losses 336948 2183479 1233208 972967 43054 929246 1386912 618551 8,091,853
WA/ (%) B Net write back/(charge for) impairment losses 16955 (9085  (159343)  (50,023)  (141,797) (557)  (1,047,696) 85,049 (1,306,497)
MRHER S B ER A Operating profit after impairment losses 353903 2174394 1073865 922944 288745 928689 339216 703,600 6785336
HE DA REA M 2T Net gain on disposal of financialassets at air
IR B 2 i 1 value through other comprehensive income - - - - 549,757 - 58,665 - 608,422
HENBHRAAREREE  Netloss on disposal of financial assets at
ZEREE amortised cost - - - - (5,090) - - - (5,090)
B RENEER Revaluation loss on investment properties - - - - - - (4,827) (12,314) (17,141)
HEMER M ER TS Net loss on disposal of property, plant and
equipment - - - (2,229) 3) - - - (2,232)
e Operating profit 353903 2174394 1073865 920715 833409 928,689 393,054 691,286 7,369,315
[ NG 3 Share of losses of associates - - - - - - - (98,016) (98,016)
BB A Profit before tax 353,903 Q174394 073865 920715 833409 928,689 393,054 593270 7,071,299
PG Segment assets 29304067 128,669,742 84670508 98878440 216635592 19,191,498 141574611 205,683,967 924,608,425
REE AR 2 R Interest in associates - - = - - - - 211,595 211,595
BEE Total assets 29304067 128,669,742 84670508 98878440 216635592 19,191,498 14157411 205,895,562 924,820,020
Eoy Ui Total liabilities 679708 127306927 83,577,794 99,188,905 177774570 50,111,533 124260312 90,357,969 781,257,718
BAR Capital expenditure 53 159 84 138036 426 759 37,008 93,769 270,694
i ks E R Depreciation and amortisation charge 6,675 8,987 29,087 220,636 14,849 7403 56,880 206,107 570,644
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5 gr#EBEE () 5 SEGMENT REPORTING (continued)
5.2 %I H 43 5.2 Geographical area
AR AT W AE T o I BB The Group operates predominantly in Hong Kong. The geographical
28 4y 2 HIEA AT analysis, which has been classified by the location of the principal

operations, is as follows:

vp B P

= Mainland gt

Hong Kong China Consolidated

T# L T L T#T

—E = 2023 HK$°000 HK$°000 HK$’000
A E YA Net interest income 9,021,796 1,810,170 10,831,966
Wi B A 4 e A Fee and commission income 1,891,354 177,824 2,069,178
Wi R A 4 S Fee and commission expenses (248,720) (516) (249,236)
A€ S ET PN Net fee and commission income 1,642,634 177,308 1,819,942
HAhyg A7 () Other income/(expenses) 2,078,706 (595,335) 1,483,371
Io3% A6 T ¥ A Profit before tax 7,016,778 419,285 7,436,063
W A Total assets 782,155,980 133,804,041 915,960,021
=Rk Total liabilities 649,997,675 116,202,237 766,199,912
R A ORI Contingent liabilities and commitments 181,838,377 61,331,361 243,169,738
AN AR S Capital expenditure during the year 282,354 29,772 312,126

FT I (A

s Mainland o

Hong Kong China Consolidated

T oo T ARV

T AR 2022 HKS$’000 HK$’000 HK$’000
EIPSYT N Net interest income 7,269,472 2,465,455 9,734,927
&= YA N Fee and commission income 1,845,379 131,835 1,977,214
Wi R A 4 3 Fee and commission expenses (184,961) (2,730) (187,691)
- JSAEATON Net fee and commission income 1,660,418 129,105 1,789,523
HAlye A7 (52 H1) Other income/(expenses) 1,073,823 (708,932) 364,891
R AR Profit before tax 6,877,024 394,275 7,271,299
B A Total assets 783,250,408 141,569,612 924,820,020
=R Total liabilities 657,002,699 124,255,019 781,257,718
oK B R A Contingent liabilities and commitments 189,760,955 44,518,630 234,279,585
ERNEAMEL Capital expenditure during the year 233,686 37,008 270,694

A TE TSR CE T A B R — A No revenue from transactions with a single external customer or
T2 B a3l 38 5 2 A AR 4R B AR IR A 10% counterparty amounted to 10% or more of the Group’s total revenue

9D in 2023 or 2022.
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6 | B A 6 NET INTEREST INCOME
2023 2022
T THs T
HK$’000 HKS$’000
LA NIEH Z R B WA Interest income on:
B B AE$RAT IR 3 ] Cash and balances with banks and other financial institutions
A R 2 A5 B 978,750 413,518
TESRAT [R] 2 B HoAth 4 Al i 22 77k Placements with banks and other financial institutions 6,928,772 2,437,818
AR S HoAth BRI Advances and other accounts 20,260,807 12,786,885
DA S {35 (1 6 O A 4 T Wi 4 Financial investments measured at fair value through other
A4 A% comprehensive income 4,651,468 3,012,178
DU 85 AR A R 4 Al % féf Financial investments measured at amortised cost 2,973,045 1,735,508
35,792,842 20,385,907
DITFHEHZFE X - Interest expense on:
SRAT IR] 3 Ko HAth 4 Rl AR 2 77 3K Deposits from banks and other financial institutions 2,954,210 2,416,367
EF R Deposits from customers 21,110,503 7,634,146
AT AE KR Certificates of deposit issued 103,764 66,824
CEH TS Debt securities in issue 769,362 510,926
HoAt Others 23,037 22,717
24,960,876 10,650,980
AR A Net interest income 10,831,966 9,734,927
Pff5E 0 FHE B 2 FE S 523,037,000 00 (& Note: Interest expense on lease liabilities is HK$23,037,000 (2022: HK$22,717,000).

4 122,717,000 70) ©
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7 WoE R A W E 7  NET FEE AND COMMISSION INCOME
2023 2022
T T
HK$’000 HKS$’000
B S AR Loans, overdrafts and guarantees 884,363 853,043
SR M R Securities and brokerage 347,363 391,387
B 5 & Trade finance 72,346 85,315
(RS Credit card 343,309 257,455
EE 3¢ Remittance 124,911 118,035
PR B Insurance 136,627 80,053
Al A e 7 SE SR AT IR 5 Other retail and commercial banking services 27,662 28,608
[oed HE % Securities arrangement fee 17,970 35,694
HoAt Others 114,627 127,624
(& 2 EEAT N Fee and commission income 2,069,178 1,977,214
Wi 2 Je AR 4 52 M Fee and commission expense (249,236) (187,691)
Wiz 25 R AR 4 e A\ TR ER Net fee and commission income 1,819,942 1,789,523
Hodr Of which:
A S PAAS P (RS 4 5 R AR Net fee income, other than amounts included in determining the
GREENEMAEIEAZ effective interest rate, arising from financial assets and financial
g L INE NN S liabilities that are not at fair value through profit or loss
F e 2 5 8) 956,710 938,359
AEFRRILEF R EE SR E Net fee income on trust and other fiduciary activities where the
ZAGRE R HAhZ 5E NZEHS M EE 2 Group holds or invests on behalf of its customers
EEIE L UN 60,202 48,414
Hodr e Of which:
42 728 dity AH L 2 e e e AR < Mg A Fee and commission income by product line constitutes not
A W K AR A WA R E less than 10% of the total amount of fee and commission income,
ZF o R as follows:
— R E B K - syndication loan 439,865 417,737
— B A - securities and brokerage 347,363 391,387
LIRS - credit card 343,309 257,455
WS e A 4 A 2 IR Timing of fee and commission income
— i IR G - A point in time 1,957,129 1,858,684
— i A — B [ - Over time 112,049 118,530
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8 NET TRADING INCOME/(LOSS)

2023 2022
TR T
HK$’000 HKS$’000
f& ¢ Debt securities
— e G g a - financial investments held for trading 216,397 66,828
ik TH Derivatives (364,850) (1,355,924)
A RE Foreign exchange 1,161,664 737,675
1,013,211 (551,421)
ST 2 (EH) it (Loss)/gain from hedging activities
NP B AE 3 Fair value hedges
— S R B B S IE - Net gain/(loss) on hedged items attributable
Wik, Uks1R) 4 to the hedged risk 898,944 (1,661,961)
— ¥ TH (f518) /i 45 15 3 - Net (loss)/gain on hedging instruments (917,038) 1,713,799
(18,094) 51,838
WG BA S (ER) #% Total net trading income/(loss) 995,117 (499,583)

9 PUAFEBEREXREAESFGEERA 9  NET (LOSS)/GAIN ON FINANCIAL ASSETS AND
LIABILITIES AT FAIR VALUE THROUGH PROFIT OR

iz % (s 48) Wk

LOSS
2023 2022
T Tt 5%
HK$’000 HKS$°000
HEELAA T EELIEGR RAMRSRA  Net (loss)/gain from financial instruments designated at FVTPL
TEZ (H) /s 5 (161,898) 862,135
o8 1P DA P (1 A8 48 7 3R ARG Net gain/(loss) from financial instruments mandatorily measured
THRZ s, () i GEA at FVTPL (other than those included in net trading income)
T WA BRSN) 160,585 (476,410)
LA P58 4E 27 R AR Z & RS Total net (loss)/gain on financial assets and liabilities at fair value
K B (s 18), ik 4 A4 through profit or loss (1,313) 385,725
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10 RKASHEEZBSKRA 10 DIVIDEND INCOME FROM FINANCIAL
INVESTMENTS
2023 2022
T T
HK$°000 HK$’000
A H LA EE A H A 2 m i 4 AR Dividend income from unlisted equity securities measured
JE b 2R i 5 2 LR e A at fair value through other comprehensive income 6,537 7,035
B LA TE (B A8 HE 1 = AR Dividend income from listed financial assets
T 2 B at fair value through profit or loss 78,533 62,178
A H 4R 2 S A B Total dividend income from financial investments 85,070 69,213
11 HAlE KA 11 OTHER OPERATING INCOME
2023 2022
T T
HK$°000 HK$’000
EHE A IA Management fee income 377,700 377,700
L E A Rental income 16,146 16,717
o AEREAERSRAZ Less: Direct operating expenses arising from investment
BEWHEZ HEEE properties that generated rental income during the year (772) (414)
oAt Others 11,423 15,533
Fifth 8 SE W A AR Total other operating income 404,497 409,536
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12 BHELH 12 OPERATING EXPENSES
2023 2022
T#L T
HK$’000 HKS$’000
B Staff costs:
— ¥ & M HAth — Salaries and other costs 2,185,221 2,120,923
—IBIRE - Retirement benefit costs 102,176 104,048
2,287,397 2,224,971
J75 7 K M S Premises and equipment expenses
(UNOELER- VS i (excluding depreciation and amortisation):
—EEMS — Rental of premises 27,806 37,002
— FoAth - Others 263,899 267,910
291,705 304,912
B8 KA 6 S Depreciation and amortisation expenses:
— o IR TS - Depreciation of right-of-use assets 481,528 458,687
— HAb [ B E AT - Depreciation of other fixed assets 109,013 105,189
— TV E B - Amortisation of intangible assets 8,466 6,768
599,007 570,644
28 w1 4 Auditor’s remuneration 6,480 6,480
1T E General administration expenses 75,998 66,027
H: JiE 2 Business promotion expenses 160,392 125,299
A8 51 2 Communication expenses 139,908 121,912
Hofth #2850 Other operating expenses 425,831 377,243
ﬁ’% pag ok Total operating expenses 3,986,718 3,797,488
BT - E@%Eiwfﬂgﬁﬁaz i$§11,034,000?§fc (4:?44 Note: Expenses relating to short-term leases is HK$11,034,000 (2022:
ﬂ‘— : 21,034,g00‘ﬂ§ Jo) ° 5’@1&@;@%@1@@5Zi$ HK$21,034,000). Expenses relating to low value assets is HK$20,000
£520,0009 70 (& A 2 20,0009 00) - FHE 2 (2022: HK$20,000). Total cash outflow for leases is HK$542,930,000 (2022:
B4 i 1 48 A 5542,930,000% U0 (& AR HK$468,630,000).

468,630,00035 7C) ©
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13 IBIREZH 13 RETIREMENT BENEFIT COSTS
B &5 A W RN BR 2 B AR 11 52 48 AR 4L AR 58 The retirement benefit scheme cost charged to the consolidated income
RN SR8 Lom A 5t & (TRZ555T3)) ZEH/E S statement represents contributions payable by the Group to the ORSO
ZHEFK o Scheme and the MPF Scheme (the “Schemes”).
RAEFZ R AREE 2 B TR G G2 BIRG Under the Schemes, the Group’s contributions are reduced by
i A I AR R A R 0 A N T K A B A K contributions forfeited by those employees who leave the Schemes prior
T 7% 4 [ 22 (36 1 A B 11 38 » 4E 0 B B B 41 is & to the contributions vesting fully. Forfeited contributions totalling
3£10,000,000% 7 (=2 = —4F : 10,000,000% 7T) & HK$10,000,000 (2022: HK$10,000,000) were utilised during the year
PR > AAEAS H O RR11,804, 1626 0 (ZF = leaving HK$11,804,162 (2022: HK$10,639,110) available at the year-end to
4F 10,639, 110460) B 1E H A& fnsi ik sk 2 A - reduce future contributions.
ARG F I AT T % S S 2 R (S A No contributions were payable to the Schemes at the year-end (2022: Nil).
M) o RZAE B A R LR B AR The assets of the Schemes are held separately from those of the Group in
B 4y B A B o independently administered funds.
14 AR K A 14 NET IMPAIRMENT LOSSES
2023 2022
T#T T
HK$°000 HKS$’000
B TR e At B T 3 (48 O S B VR AR Net charges for impairment losses on loans and advances 2,164,522 1,168,433
Hofth 4 U > BRHORE KA SR Net (write-back)/charges for impairment losses on other financial
G BB LL (10188 /S8 5 % assets, loan commitments and financial guarantee contracts (25,076) 138,064
Uik B 18 2K 1 A Net impairment losses 2,139,446 1,306,497
15 HEWERERXHEZFIEHE 15 NET LOSS ON DISPOSAL OF PROPERTY, PLANT AND
EQUIPMENT
2023 2022
T#x T T
HK$’000 HK$’000
HH 5 W) 3 B Rl 2 s 1 AR Net loss on disposal of property, plant and equipment (691) (2,236)
SRAT I E Al A Al ] Write-back of revaluation deficits of bank premises 4 4
(687) (2,232)
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16 Frfe i 16 INCOME TAX EXPENSE
7 15 fjﬁ)ﬁﬁﬁjﬁﬂiﬂ: AR A s 2 Ak wT B Hong Kong profits tax has been provided at the rate of 16.5% (2022: 16.5%)
FHEBE R 16.5% (—F _4F - 16.5%) Wl - A B on the estimated assessable profits arising in Hong Kong during the year.
ANy AT B B A jﬁ?uﬁﬁ i ) ) ol JEL 4% A 4 8] 7 Taxes on profits assessable for overseas branches and subsidiaries have
JIT 7E I8 K 0 BLAT Bl RO o been calculated at the rates of tax prevailing in the countries in which the

Group operates.

W G5 W s R S B BT B AR A The amount of tax charged to the consolidated income statement
represents:
2023 2022
T T T
HK$’000 HK$’000
AR IH Current tax
— 4 N W R A B A A - Provision for Hong Kong profits tax for the year 990,469 1,216,342
— & X ¥ 4/ TE B8 A - Provision for overseas tax for the year 93,245 322,992
AAEBHEAL (B Under/(over) provision in respect of prior years 1,045 (33,388)
Eﬁ FH SR R R 2 B s 48 Utilisation of tax losses previously not recognised (904) -
R SiE o AR Deferred taxation (93,390) (257,480)
990,465 1,248,466
A4 AT B R B AT JaE R 2 A T S ) BRI A R AT R The difference between the tax expense for the Group’s profit before tax
RiMst A2 BmB L AZHMT and the theoretical amount that would arise using the current tax rate is as
follows:
2023 2022
BR L i i £l Profit before tax 7,436,063 7,271,299
B #£16.5% (= 2::% ©16.5%) 7t H Calculated at a tax rate of 16.5% (2022: 16.5%) 1,226,950 1,199,764
HoAth B R A [] B 2R 2 5 28 Effect of different tax rates in other countries 70,247 113,732
TR 2 A Income not subject to tax (485,345) (179,680)
BEBLHS T 5 A W] 4032 3 Expenses not deductible for tax purposes 173,513 124,295
TR A R, G %E) Under/(over) provision in respect of prior years 1,045 (33,388)
7 406 e 8 2 B T i 4H 2 B S R Tax effect of tax losses not recognised 384 7,570
B S AR AR 2 B s 1 Utilisation of tax losses previously not recognised (904) -
A B 7 ] B IR Tax effect of share of results of associates 4,575 16,173
B IE XX Tax charge 990,465 1,248,466
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17 #HHEME 17 DIRECTORS’ EMOLUMENTS
HRYE A Hs A R B 265 383 (1) 0k S A W) (4 2% o8 5 ) 1 Directors’ emoluments disclosed pursuant to section 383(1) of Hong
L) K0 58280 43 4 % 1 S S B 0 Kong Companies Ordinance and part 2 of the Companies (Disclosure of
Information about Benefits of Directors) Regulation are as follows:
2023 2022
T#T Tt
HK$’000 HK$’000
4 Fees 4,000 4,000
oA 45 Other emoluments:
3 4 T R Salaries and allowances 3,686 4,672
i) 1% A€ 4L Discretionary bonuses 3,037 3,659
P2 AR B R GE 2 ALK RE13) Contribution to the Schemes (as defined in Note 13) 374 656
11,097 12,987
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Remuneration system

It is the Bank’s policy to maintain a fair, equitable and market competitive
remuneration packages based on the Bank’s performance and industry
practice.

The level of fees paid to Non-executive Directors is determined by factors
such as fees paid by others institutions, and the Non- executive Directors’
scope of work and efforts.

In determining the remuneration packages of Executive Directors, the
following factors are considered:

. Business needs

. Business performance

. Economic and market situation

. Individual contributions to the Bank’s business in the past and
future

. Overall risk and non-financial factors of the Bank

To avoid conflict of interest, the Directors will not be involved in the
determination of his own remuneration.
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18 DIVIDENDS
18.1 Dividends attributable to ordinary shareholders in the year

No dividends were paid, declared or proposed for the year ended 31
December 2023 (2022: Nil).

18.2 Distributions to holders of Additional Tier 1 Capital

Securities
2023 2022
T#IT RPN
HK$’000 HKS$’000
WA & T AE 2 23R Distributions paid on:
— 105 35 70 2 1 PR 9k 2R 15 AE A4 - US$1 billion undated non-cumulative subordinated
— BRI additional tier 1 capital securities 258,172 258,009
—25.36f% 3£ o HEHI PR JE 2 BB MEFH SN - US$2.536 billion undated non-cumulative subordinated
— B AT T additional tier 1 capital securities 1,062,554 973,912
1,320,726 1,231,921
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19 ®EkaH 19 ACCOUNTING CLASSIFICATIONS
DY SR {4 IN
Mandatorily measured at FVTPL
MAETR kTR fiie DA TR
HER MG Bime  DATHEE 1 R 2 DR
Derivatives Derivatives & # 3% Ak RuME e IN A A
held for heldfor  Designated at Held for FRH  Measuredat  Measuredat Wit
trading hedging FVIPL trading  Non-trading FVTOCI  amortised cost Total
fhr fec fRp fRi fBx e P PR
REFZZHEFZAZA—H At31December 2023 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$'000 HK$'000 HK$'000
{3 Assets
RER E%ﬁ EEY Cash and balances with banks and
BRI A other financialinstitutions - - - - - - 36,466,259 36,466,259
i ﬁﬁﬁ EE SN Placements with banks and
BRI other financial institutions - - - - - - MB64610 148,643,610
ik RMLA Derivative financial instruments 7,727,319 1,494,523 - - - - - 9,221,842
ﬁﬁ&ﬁ{ﬂﬂﬁlﬁ Advances and other accounts - - - - - 436,062 450,569,510 451,005,572
% ﬁﬂ&? Financial investments - - - 5,163,388 5,100,596 151,293,986 96,292,003 257,849,973
bR g Other financial assets - - - - - - 7573915 7,573,915
SREESH Total financial assets 7,727,319 1,494,523 - 5,163,388 5,100,596 151,730,048 739,545,297 910,761,171
FomErE Non-financial assets 5,198,850
R Total assets 915,960,021
FREDL AP B AR
Liabilities at fair value
e
DA TR
MAETRRE  BHEEAR
B g Designated 8. 3]
Derivatives at fair value WA AR
5% held for through Measured at it
Trading hedging profit or loss amortised cost Total
TH#x T T#L T#x T#x
RERTEHEFTAZEF—H At31 December 2023 HK$°000 HK$000 HK$°000 HK$000 HK$000
fifi - Liabilities
SRAT IR 3 B HAth 5 e Deposits from banks and other
2 financial institutions - - 14,083,698 108,946,732 123,030,430
ZHBHET 2 fifif Trading liabilities 75,049 - 4,783 - 79,832
kel A Derivative financial instruments 8,129,400 416,907 - - 8,546,307
KEIER Deposits from customers - - 18,188,373 583,954,491 602,142,864
BB AR Certificates of deposit issued - - - 1,899,857 1,899,857
OB AT i Debt securities in issue - - - 17,586,947 17,586,947
Hibam AR Other financial liabilities - - - 11,714,037 11,714,037
SHARAR Total financial liabilities 8,204,449 416,907 32,276,854 724,102,064 765,000,274
A Lease liabilities 702,470
FEmA R Non-financial liabilities 497,168
AR Total liabilities 766,199,912
* AL 95 4 A R & A BB RORIE 2 A ARk > S It includes ECL on financial guarantee contracts or on loan commitments that
15 B H LR (T A 5 30 e ) 28 058 i e 2 F R is subsequently measured at the higher of the amount of the loss allowance
HE {5 4 BE L) B TR 2 A ARk 25 (3@ R ) 45 R S0 1 determined in accordance with HKFRS 9 and the amount initially recognised
R 2 Bl s (U 5 ) 2Rk & o less, where appropriate, cumulative amortisation recognised over the

guarantee period.
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19 ®EHHE @) 19 ACCOUNTING CLASSIFICATIONS (continued)
HHUATEESRERAR
Mandatorily measured at FVTPL
METR ik TREE i WATEE
WIERA RS Hi g DATEE 1 BEMRE DIER
Derivatives Derivatives ~ BHEGEAR R eIN LEIN
held for heldfor ~ Designated at Held for ESY Measured at Measured at izt
trading hedging FVTPL trading Non-trading FVIOCI  amortised cost Total
Tk Tk T Tt T T Fibr Fibx
REZZZEFZA=+—H  At31December 2022 HK$000 HK$000 HKS 000 HKS 000 HK$ 000 HK$000 HK$000 HK$000
43 - Assets
BeRERTHEREMAER  Cashand balances with banks and
14 ) other financial institutions = = = = = 45,175,421 45,175,421
ERAAERAME R B E Placements with banks and other
bz | financial institutions - - - - = - 156,377,854 156,377,854
fEEMTE Derivative financial instruments 15,511,224 2,185,989 - - - - - 17,697,213
ﬁ%ﬁﬁﬁf’ﬂ?@ﬁ Advances and other accounts - - 1,550,057 - - 16,430,899 436,014,514 453,995,470
LRBE Financial investments = = = 5,084,356 5,045,412 113,524,505 113,892,296 237,746,569
Hibsmgs Other financial assets = - - = = = 8,012,431 8,012,431
SREEAH Total financial assets 15,511,224 2,185,989 1,550,057 5,084,356 545412 129,955,404 759472516 919,004,958
FemgRE Non-financial assets 5,815,062
it | Total assets 924,820,020
ARUATEEAR
Liabilities at fair value
8 E
DA
MAETERE  SHEEEAR
EapUbiile Designated DL S
Derivatives at fair value L %IN
25 held for through Measured at st
Trading hedging profit or loss amortised cost Total
T Tt Tt Tt T
RoEZZ4HFE+"H=+—H  At31December 2022 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
{é Liabilities
7 1] 3 T A5 o e A Deposits from banks and other
,4 T financial institutions = = 16,670,876 145,987,783 162,658,659
RHEAT L AR Trading liabilities 9,956 - 48,658 - 58,614
i e TR Derivative financial instruments 15,702,213 524,700 - - 16,226,913
KFIER Deposits from customers - - 23,066,881 545,785,986 568,852,867
CERITFIR Certificates of deposit issued - - - 3,216,208 3,216,208
CE#ITEA Debt securities in issue = = 1,311,030 17,645,611 18,956,641
Hoh 4 £ A5 Other financial liabilities = = = 9,324,192 9,324,192
A EAH Total financial liabilities 15,712,169 524,700 41,097,445 721,959,780 779,294,094
HE SR Lease liabilities 1,035,238
F e A Non-financial liabilities 928,386
A Total liabilities 781,257,718

* AL 4 I R 5 40 SR RIS 2 MR R - B
AR A FE AR R B U A S 5 v R 25 0 %) o 2 4RR
A < AR B A Tl R 2 SRR 5 (A D) % AR

W82 R AT E (LA & ) AC Rt it o

It includes ECL on financial guarantee contracts or on loan commitments that
is subsequently measured at the higher of the amount of the loss allowance
determined in accordance with HKFRS 9 and the amount initially recognised
less, where appropriate, cumulative amortisation recognised over the
guarantee period.
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20 Bl R AESRAT [A] 56 B H At 4 B A 2 4 20 CASH AND BALANCES WITH BANKS AND OTHER
% FINANCIAL INSTITUTIONS
2023 2022
T#L RPN
HK$’000 HK$’000
B4 Cash on hand 379,803 402,576
L ERAT 2 A R Balances with central banks 6,558,704 7,472,124
HoAth SR AT K 4 Tl A 2 45 B Balances with other banks and financial institutions 29,528,355 37,301,091
W A A Less: Impairment allowance
— 1241 A AR T 5 4R 2% - 12-month ECL (603) (370)
36,466,259 45,175,421
VR B Rl&E 6 B E AR A A B R Reconciliation of liabilities arising from financing activities
R AEBE RSB EANARBZ ST > 4 The table below details changes in the Group’s liabilities from financing
B4 R IEB 4 2 58 o I E RBUE S B E AR B A activities, including both cash and non-cash changes. Liabilities arising
FBEARERN GRS RERND L HRE IS from financing activities are liabilities for which cash flows were, or future
AR B A T B R A B A v A AR B o cash flows will be, classified in the Group’s consolidated statement of cash

flows as cash flows from financing activities.

260



b SR
Annual Report 2023

20 Bl B AR SRAT [l 58 S 3 fth 5 AR 2 &

o T SRAT (W) A R4

Industrial and Commercial Bank of China (Asia) Limited

WEF =+ A=t —HILFE
For the year ended 31 December 2023

20 CASH AND BALANCES WITH BANKS AND OTHER

% ) FINANCIAL INSTITUTIONS (continued)
#E
AR
HERARZ
CHf %
8. 3] Debt securities
L% YN >4 in issue
CEAT RS designated at
Debt securities fair value MEAE
in issue at through Lease At
amortised cost profit or loss liabilities Total
T#x T# T#x T#x
HK$’000 HK$’000 HK$’000 HK$’000
RZZZ=Z4E—~H—H At 1January 2023 17,645,611 1,311,030 1,035,238 19,991,879
WY B e Changes from financing cash flows:
AT MRS AR A TR 2 (B 5 Issuance of debt securities measured at amortised cost 11,965,251 - - 11,965,251
DU $55 WA AR 2 £ 95 21 3 IR Redemption on maturity of debt securities measured
Ji 1] at amortised cost (11,935,952) - - (11,935,952)
HEATEESELGEARMES  Redemption on maturity of debt securities designated
1 88 IR L ) at fair value through profit or loss - (1,560,794) - (1,560,794)
BEBTERZEIXMFE Interest paid on debt securities in issue (744,728) - - (744,728)
IS A & Payment of lease liabilities - - (531,896) (531,896)
(715,429) (1,560,794) (531,896) (2,808,119)
JE 52 9 2% Exchange adjustments (112,597) - (979) (113,576)
HfbsEm - Other changes:
EBITESR A B3 Interest expenses on debt securities in issue 769,362 - - 769,362
DAA 1B fE 4B 45 % AR Net loss on financial asset and liabilities at fair value
SEEE XA RSB through profit or loss - 249,764 - 249,764
HI A New leases entered - - 239,314 239,314
T B A R BT SOR Proceeds from disposal of lease liabilities - - (62,244) (62,244)
MEEEZHE Interest expense on lease liabilities - - 23,037 23,037
oAb 5% oy 4 Total other changes 769,362 249,764 200,107 1,219,233
REFT=HFZH=E—H At 31 December 2023 17,586,947 - 702,470 18,289,417
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20 B4 B AERAT [a) 3B e Hfih 4 b A 2 45 20 CASH AND BALANCES WITH BANKS AND OTHER
5 (80 FINANCIAL INSTITUTIONS (continued)
JRE L
AP
BRER
IN ¥4
BT
LS Debt securities
% IN ¥4 in issue
B 1Tk designated at
Debt securities fair value
in issue at through & M5t
amortised cost profit or loss Lease liabilities Total
T#T Tk Tk Tk
HK$’000 HK$’000 HK$000 HK$°000
REF 24— —H At1January 2022 12,625,161 7,960,057 1,355,918 21,941,136
BERH 2B LR BET) Changes from financing cash flows:
BATLMES A A IR Z 05 Issuance of debt securities measured
at amortised cost 13,737,193 - - 13,737,193
DU 85 LA AR 2 £ 2 A kg Redemption on maturity of debt securities measured
Jig e at amortised cost (7,855,830) = = (7,855,830)
BEUAFHESHERAR Redemption on maturity of debt securities designated
TE 57 51 1) R i at fair value through profit or loss - (5,803,574) - (5,803,574)
EBTERZEIMAHE Interest paid on debt securities in issue (439,346) - - (439,346)
IAHEAE Payment of lease liabilities = = (447,576) (447,576)
5,442,017 (5,803,574) (447,576) (809,133)
B i 2 Exchange adjustments (932,493) - (52,731) (985,224)
Jofb ) : Other changes:
BEAT R 2 E Interest expenses on debt securities in issue 510,926 = = 510,926
YN (S bR IN A Net loss on financial asset and liabilities at
i E A TR fair value through profit or loss = (845,453) = (845,453)
Ml A4 New leases entered - - 156,910 156,910
L £ 2 A E Interest expense on lease liabilities - - 22,717 22,717
Jofib % B Total other changes 510,926 (845,453) 179,627 (154,900)
BB SAZT—H At 31 December 2022 17,645,611 1,311,030 1,035,238 19,991,879
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21 PLACEMENTS WITH BANKS AND OTHER

FINANCIAL INSTITUTIONS

2023 2022
T#T T T
HK$’000 HK$’000

TESRATIR] 26 M Hopth 4 Rl 4 4% 2 773K Placement with banks and other financial institutions
—— 18 A mE - maturing within one month 49,256,889 82,146,555
—— AL E—FF - maturing after one month but less than one year 88,747,797 61,335,033
——4Ep, FFHY - maturing after one year 9,512,593 12,283,651
JRE 5t 1B Accured interest 1,249,044 706,954

AR A=k 0] Less: Impairment allowance
—121f A PA R TE B 05 H E O - 12-month ECL (122,713) (94,339)

148,643,610 156,377,854
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DERIVATIVE FINANCIAL INSTRUMENTS

The Group enters into the following equity, foreign exchange, interest rate
and commodity related derivative financial instruments for trading and
risk management purposes:

Currency forwards represent commitments to purchase and sell foreign
currency on a future date.

Currency and interest rate swaps and commodity swaps are commitments
to exchange one set of cash flows for another. Swaps result in an exchange
of currencies, interest rates (for example, fixed rate for floating rate), or a
combination of all these (i.e., cross-currency interest rate swaps). Except
for certain currency swap contracts, no exchange of principal takes place.

Foreign currency, interest rate and equity options are contractual
agreements under which the seller (writer) grants the purchaser (holder)
the rights, but not an obligation, either to buy (a call option) or sell (a put
option) at or by a set date or during a set period, a specific amount of the
financial instrument at a predetermined price. In consideration for the
assumption of foreign exchange and interest rate risk, the seller receives
a premium from the purchaser. Options are negotiated OTC between the
Group and its counterparty or traded through the stock exchange (for
example, exchange-traded stock option).

The contractual/notional amounts and fair values of derivative financial
instruments held by the Group are set out in the following tables. The
contractual/notional amounts of these instruments indicate the volume
of transactions outstanding at the end of reporting periods and certain
of them provide a basis for comparison with fair value instruments
recognised on the consolidated statement of financial position. However,
they do not necessarily indicate the amounts of future cash flows involved
or the current fair values of the instruments and, therefore, do not indicate
the Group’s exposure to credit or market risks. The derivative financial
instruments become favourable (assets) or unfavourable (liabilities) as
a result of fluctuations in market interest rates, foreign exchange rates
and equity relative to their terms. The aggregate fair values of derivative
financial instruments (assets and liabilities) can fluctuate significantly
from time to time.

The Group trades derivative products (both exchange-traded or OTC)
mainly for customer business. The Group strictly follows risk management
policies in providing derivative products to the customers and in trading
derivative products in the interbank market.

Derivatives are also used to manage the interest rate risk of the banking
book. A derivative instrument must be included in the approved product
list before any transactions for that instrument can be made. There are
limits to control the notional amount of exposure arising from derivative
transactions and the maximum tenor of the deal and management alert
limit in profit or loss is set. Every derivative transaction must be input into
the relevant system for settlement, mark to market revaluation, reporting
and control.
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22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The following tables summaries the contractual/notional amounts of each
significant type of derivative financial instruments as at 31 December:

AEEEH
HEREH AP AP A
Group < g3 =
contractual/ Fair value Fair value
notional amount assets liabilities
T T Tt
R =4 2023 HK$’000 HK$’°000 HK$’°000
1) FEXR G AE 2 it LA 1) Derivatives held for trading
a) AMERTAETH a) Foreign exchange derivatives
— B MR - B - Currency forwards and swaps, and
B A8 LB R R cross-currency interest rate swaps
#7244 441,616,294 4,281,440 (4,773,894)
— AN R IARE R A - OTC currency options purchased 39,407,128 93,319 (10)
— 35 A B RE — OTC currency options written 36,018,929 1 (102,789)
— &E RS AN E T EL — Structured foreign exchange instruments 6,209,023 4,154 (6,242)
A1 AT A T AR Total foreign exchange derivatives 4,378,914 (4,882,935)
b) FlRATA T H b) Interest rate derivatives
— | 2R 451 1) — Interest rate swaps 170,023,913 3,348,101 (3,246,465)
— M & — Interest rate futures 7,814 304 -
R A7 A T H A% Total interest rate derivatives 3,348,405 (3,246,465)
o) BAfTETHR ¢) Equity derivatives
— IR S A — Equity swaps - - -
Je A AT A= T H A Total equity derivatives - -
SRR 5 AT E TR Total derivative assets/(liabilities) held for trading
G (A 7,727,319 (8,129,400)
2) FEES ST A TR 2) Derivatives held for hedging
a) HER/NFEERHZ a) Derivatives designated as fair value hedges
fiiE TR
— I 2 44 1 — Interest rate swaps 33,347,314 670,685 (302,936)
b) $EE A B SR EH P2 b) Derivatives designated as cash flow hedges
fiETH
— | 2R 451 1A — Interest rate swaps 3,672,627 64,942 (6,815)
— M — Currency swaps 50,363,799 26,189 (73,894)
— 7 i 452 4 - Commodity swaps 14,083,698 732,707 (33,262)
823,838 (113,971)
FESWHBE A TR Total derivative assets/(liabilities) held for hedging
&, (B % 1,494,523 (416,907)
ERERAETHRERE Total recognised derivative assets/(liabilities)
(& ff) M5 9,221,842 (8,546,307)
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22 fik&mTH @ 22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)
REMEMEH,/
HFEBH AEEE 8B B
Group B A fif
contractual/ Fair value Fair value
notional amount assets liabilities
T Tt Tt
TR 2022 HK$°000 HK$°000 HK$°000

1) FEXR G Mgz iiE LA 1) Derivatives held for trading

a) AMEMTAETH a) Foreign exchange derivatives
— MR B - Currency forwards and swaps, and
Jo 38 A% WA % cross-currency interest rate swaps
i 1 823,740,395 7,902,260 (8,018,464)
— IR RE A - OTC currency options purchased 53,076,124 215,666 (15)
— B A RE R - OTC currency options written 63,080,582 32 (176,518)
— &b MM AN E TR - Structured foreign exchange instruments 7,415,558 128 (1,837)
HMIEAT A T HAEE Total foreign exchange derivatives 8,118,086 (8,196,834)
b) FlRATA T H b) Interest rate derivatives
— M R 4511 - Interest rate swaps 213,213,594 7,392,976 (7,266,294)
— M & — Interest rate futures 89,669 162 (58)
R A A T H A% Total interest rate derivatives 7,393,138 (7,266,352)
o) BAMmAETHR c) Equity derivatives
— IR EE B - Equity swaps 1,559,460 - (239,027)
A AT A T R Total equity derivatives = (239,027)
FrER S MEfid TR Total derivative assets/(liabilities) held for trading
HE (A 15,511,224 (15,702,213)
2) FEAEE PR ST A T H 2) Derivatives held for hedging
a) BER/LTHEHERTZ a) Derivatives designated as fair value hedges

ik TR

— | 2R 451 A — Interest rate swaps 43,960,104 1,751,187 (470,431)
b) $57E £ Bl i = w2 b) Derivatives designated as cash flow hedges

fmAETHE
— | 2R 451 1A — Interest rate swaps 4,912,299 138,237 (17,979)
— P s - Commodity swaps 16,670,876 296,565 (36,290)
434,802 (54,269)

FRfE S s 2 A LR Total derivative assets/(liabilities) held for hedging
HiE (A B 2,185,989 (524,700)
A LREE Total recognised derivative assets/(liabilities)

(B fif) M 17,697,213 (16,226,913)
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The contractual or notional amounts of derivative financial instruments
provide only an indication of the volume of business outstanding at the
end of the reporting period and bear little relation to the underlying risks
of the exposures.

Fair value hedges

Among the above derivative financial instruments, certain of them were
designated as hedging instruments.

Fair value hedges are used by the Group to protect it against changes in
the fair value of financial assets due to movements in market interest rates.
The financial instruments hedged for interest rate risk mainly include debt
securities measured at fair value through other comprehensive income.
The Bank uses interest rate swaps to hedge interest rate risk.

The table below summarises the contractual/notional amounts of the
hedging instruments as at 31 December by remaining contractual

maturity.
—MAN  —E=MA =ZF2FSMA —FEhAE TR L At
Up to 1 month 1-3 months  3-12 months 1-5 years Over 5 years Total
T#x T#x T#x T T#x T#x
“RE48F A=+ —H 31 December 2023 HK$°000 HK$°000 HKS$’000 HK$°000 HKS$000 HK$°000
AR i) Interest rate swaps 125,025 398,519 6,115,598 17,594,282 9,113,890 33,347,314
—@AK —EZ=MA =F+_fEA —ERAE HAEDE A5t
Up to 1 month 1-3 months 3-12 months 1-5 years Over 5 years Total
Tkt T Tk T T Tkt
SR CFFH=1—H 31 December 2022 HKS$000 HK$’000 HKS$000 HK$’000 HKS$000 HKS$000
GRS Interest rate swaps 389,865 721,673 2,779,738 21,381,975 18,686,853 43,960,104
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22 fiA 4Rl T H ) 22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)
ARSI E-ERUNE ) Fair value hedges (continued)
BLEE HEE W TR HE AR S8BT ¢ The amounts relating to items designated as hedging instruments are as
follows:
2P
Fair value
a8 BEEE
Contractual/ % £ 4%
notional amounts Assets Liabilities
T#L T#L T#x
—F_EZ4F A= 31 December 2023 HK$’000 HK$’000 HK$°000
A2 4k TR Derivative financial instruments
— ) % 450 - interest rate swaps 33,347,314 670,685 (302,936)
AR EiE
Fair value
GRS B
Contractual/ % =i
notional amounts Assets Liabilities
THs T TH#s 7T T#TT
SR CHETZA=+—H 31 December 2022 HK$000 HK$000 HK$°000
M TR Derivative financial instruments
— ) 451 — interest rate swaps 43,960,104 1,751,187 (470,431)
S IE H A B 2 8T The amounts relating to hedged items are as follows:
wl N S i L 2 - BT
Hapwiz Ral & n JH DA e 2 S e e 2
Accumulated amount W2 AT EEE S
of fair value hedge Change in value used
YR i A adjustment included for recognising hedge
Carrying amounts  in the carrying amount ineffectiveness
T#x T#xL T#x
R EZ4ETSA=1—H 31 December 2023 HK$°000 HK$°000 HK$’000
FiE L 4 g Investment in securities
— - Debt securities 28,749,453 (366,477) 895,412
A B T A E AE
H P 2 25 DR R ESREE TN
Accumulated amount B 2 8T (E 5 )
of fair value hedge Change in value used
R Th {EL adjustment included for recognising
Carrying amounts in the carrying amount hedge ineffectiveness
T T T
—E - _Ht+—_H=+—H 31 December 2022 HK$°000 HK$’000 HK$’000
s s g Investment in securities
—f&% - Debt securities 35,101,093 (1,261,859) (1,655,023)
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22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)

Fair value hedges (continued)

The effectiveness of the hedge based on changes in fair value of the
derivatives and the hedged items attributable to the hedged risk recognised
in the consolidated income statement during the year is presented as
follows:

2023 2022

T#T TH#TT

HK$°000 HK$’000

AR SLEE-RUNY 7V € e I (Loss)/gain arising from fair value hedge, net:

— 3 i R B 2 A [ A A I - Hedged items attributable to the hedged risk 898,944 (1,661,961)

— ¥ TH - Hedging instruments (917,038) 1,713,799

(18,094) 51,838

B 4 i 1 3 v Cash flow hedges

Bl i B G C R 2 R A ) B A S
7 i A o PR PR A A T 4 52 Y % R R B
AR SRR o BRI A RO 2 7 A 2 W B R A 4
LR A A 2 B4 i A e A Sl T
Bl B B AR S IR R R B ARG IR R - %
SEATAE TRt A 2 7 2R 2 Wi AR s 1 T RIVAR 78
Bl R MERD o A A > Sl A AR A4 R A R R
T4 U A e A 2 SRy (SR AR ) o

THEMASEWTAR T A=+ —AZE8/4%
T LT S RE S -

Cash flow hedge consists of interest rate swaps, currency swaps and
commodity swaps entered into that are used to protect the Group against
exposures to variability of assets and liabilities. Gains and losses on the
effective portion of the swaps are initially recognised directly in equity, in
the cash flow hedge reserve, and are transferred to the consolidated income
statement when the forecast cash flows affect the consolidated income
statement. The gains and losses on ineffective portions of such derivatives
are recognised immediately in the consolidated income statement. During
the year, there was no ineffectiveness recognised in the consolidated
income statement that arose from cash flow hedges (2022: Nil.)

The table below summarises the contractual/notional amounts of the
hedging instruments as at 31 December by remaining contractual

maturity.
—~fAl  —EZEA ZE2FZMA —RHAE T4 L At
Up to 1 month 1-3 months 3-12 months 1-5 years Over 5 years Total
T#xL T#x T#x T#x T#x T#xL
ZR AT THZ14—H 31 December 2023 HK$000 HK$’000 HK$000 HK$000 HK$’000 HK$000
st Interest rate swaps - - 2,656,794 1,015,833 - 3,672,627
W H Currency swaps 5,202,080 - 41,281,569 3,880,150 - 50,363,799
LR Commodity swaps 2,390,592 2,338,621 9,354,485 - - 14,083,698
—MAK —Z=MA =F+-MEA —ERE AL Bt
Up to 1 month 1-3 months 3-12 months 1-5 years Over 5 years Total
T T T T T T T THsIT
ZE T ZH=1—H 31 December 2022 HK$°000 HK$°000 HK$°000 HK$’000 HK$°000 HK$°000
| 2 45 1 Interest rate swaps = = 1,247,568 3,664,731 = 4,912,299
T i Commodity swaps - 1,138,721 15,532,155 - - 16,670,876
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22 k& T Ha 22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)
ﬁﬁﬁﬁ%i* (%) Cash flow hedges (continued)
BLEE HEE W TR HE AR S8BT ¢ The amounts relating to items designated as hedging instruments are as
follows:
AP A
Fair value
Gt VET £
Contractual/ E £ fi
notional amounts Assets Liabilities
T#L T#L T#IT
RO =FF2H=4—H 31 December 2023 HKS$’000 HKS$’000 HK$’000
fik4w Tl Derivative financial instruments
— A - Interest rate swaps 3,672,627 64,942 (6,815)
— 4 W Wiy - Currency swaps 50,363,799 26,189 (73,894)
— W - Commodity swaps 14,083,698 732,707 (33,262)
N FEAE
Fair value
B HEEHE
Contractual/ B =K
notional amounts Assets Liabilities
T T T
—EF g+ HA=+—H 31 December 2022 HK$°000 HK$°000 HK$’000
fii A 4l T AL Derivative financial instruments
— ] 2R 4 1) — Interest rate swaps 4,912,299 138,237 (17,979)
— P4 il - Commodity swaps 16,670,876 296,565 (36,290)
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22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)
Cash flow hedges (continued)

SLE P IE B A B 2 BT

The amounts relating to hedged items are as follows:

AT M T it
Z 30 B 15 i
1 B0 B4 i Ak
Tl 45 P 2 4 B
D HEZ B Balance in cash flow
LY S i Pd hedge reserve
B4 ok A PR%EE  arising from hedging
it 1l W 2 5 Bk Change in value relationships for
Balance in the used for which hedge
W v 4L cash flow recognising hedge accounting is
Carrying amounts hedge reserve ineffectiveness no longer applied
T#T TH# TH#T TH#T
ZFZEAEFZAZ4—H 31 December 2023 HK$’000 HK$°000 HK$°000 HK$°000
- ¢:4 Assets
—% PR - Advances to customers 39,851,910 37,525 55,505 -
— % - Debt securities 6,508,922 58,133 58,133 -
45 Liabilities
— BT I 3 B e 4 ik - Deposits from banks and
BRE 2 A% other financial
institutions 18,769,917 (96,712) 56,992 -
- KPR - Deposits from customers 2,891,217 65,942 (73,653) -
ENEYIHE SRR
Z S B AR B
5B Bl
b it 1 2 A R
MRS M Balance in cash flow
A2 hedge reserve
B 4 ik e 2 ATEESE  arising from hedging
Tt 5 9 22 S Change in value relationships for
Balance in the used for which hedge
e I (A cash flow recognising hedge accounting is
Carrying amounts hedge reserve ineffectiveness no longer applied
T T T#IT T#T
ZEF AR ZH ="+ —H 31December 2022 HK$’000 HKS$’000 HKS$’000 HKS$’000
EE Asset
—KF AR - Advances to customers 779,730 (17,979) (17,979) -
f it Liabilities
— SRAT 7] 3 I At <5 ol - Deposits from banks and
WA other financial institutions 16,670,876 (153,704) 16,215 -
—KF 2 - Deposits from customers 4,132,569 139,594 300,901 =
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DERIVATIVE FINANCIAL INSTRUMENTS (continued)
Cash flow hedges (continued)
Below is a schedule indicating as at 31 December 2023 and 31 December

2022, the periods when the hedged cash flows are expected to occur and
when they are expected to affect profit or loss:

—4ERN — B4 =& )\ INAEDL |

- St o 2023 Within 1 year 1-3 years 3-8years  Over 8 years
HE®IL HEET H T HE®T

HKS$ million  HK$ million HKS$ million  HKS$ million

HERA (EE) Cash inflows (assets) 1,449 1 - -
B4 ( E %) Cash outflows (liabilities) (72) 2) - -
&R Net cash flow 1,377 (1) - -
—4ER —E=4 =B NG A

B S 2022 Within 1 year 1-3 years 3-8 years Over 8 years
AT ER- Yo A& HE T

HKS$ million HKS$ million HKS$ million HKS$ million

BHEWA (EE) Cash inflows (assets) 34 12 = =
Bl (A5 Cash outflows (liabilities) (224) (118) (1) =
BRI RE I 1) Net cash flow (190) (106) (1) =

AETA > SR HE RS R OB A B 4 T R
289,481,000% L L B 4F AUt 3% - W R AL H
Fe i A B A (T3 = T4F : 180,076,0004 75) ©

TR T AR R R SR AT AT REIRAS < B Ui H T
e Hfﬁﬁﬁﬁﬁfﬁiomiﬁﬁéﬁfﬁf 1kz
3Ly e
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During the year, amounted to HK$289,481,000 previously recognised
in equity under the cash flow hedge reserve was transferred to the
consolidated income statement and included in the net trading and the net
interest income (2022: HK$180,076,000).

There were no transactions for which cash flow hedge accounting had to be
ceased in 2023 as a result of the highly probable cash flows no longer being
expected to occur.
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22 DERIVATIVE FINANCIAL INSTRUMENTS (continued)

R B Net investment hedge
A A [ ) A1 W A7 A L A 52 A A JB 2 ) R A The Group uses foreign currency deposits to protect against exposures
T EE AR 2 AN R s ) o to variability in foreign currency exposures arises from net investment in
subsidiaries.
gil R RiPA gt Information relating to net investment hedge:
T M S
15k 2 59 B 1%
B R
A e Rl
Tt it o 2 45 B
Balance in net
investment
JH A 2 o hedge reserve 33
L3 i el arising from B2 B
FREHW  ATRAEED hedging R S}
it 5 Change in relationships Hedge
Z &tk value used for which  ineffectiveness
Balancein the  for recognising hedge recognised
H4H netinvestment hedge accounting is no in profit
Hedged amount hedgereserve  ineffectiveness  longer applied and loss
T#T T#n TH#T TH#T TH#T
ZFZEHEFZHAZF—H 31 December 2023 HK$’000 HK$°000 HK$°000 HK$°000 HK$°000
T BB A Al 2 BB Investment in subsidiaries 6,293,499 332,139 (19,566) - (5,004)
T 1 R e e
it BB R
i 5 B Bl 4
bk e SRU
A8 A1 2 5 B
Balance in net
investment
A DAHE R 35 hedge reserve R 4R
A 7 2 arising from R
FREEW  ATEER s T
it 6 71 Change in relationships Hedge
Z &R value used for which ineffectiveness
Balance in the  for recognising hedge recognised
HEH  netinvestment hedge accounting is no in profit
Hedged amount hedge reserve ineffectiveness longer applied and loss
T T T T T
—EZFFZHA=+—H 31 December 2022 HK$'000 HK$°000 HK$’000 HK$’000 HK$’000
B A ) 2 A Investment in subsidiaries 6,293,499 351,705 397,472 - 56,095
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23.1 Loans and advances to customers, banks and other accounts

2023 2022
T#IT RPN
HK$’000 HK$’000
DI S AR ABR R F ~ $R1TRI 262 53K Loans and advances to customers, banks and other accounts
e H A B TE measured at amortised cost
— &P EH - Advances to customers 452,451,082 437,288,721
— SRATIF] £ K — Advances to banks 593,872 592,595
E S - Trade bills 5,795,803 5,082,844
DIBESH AR AR T ~ 1T 22 2 53K Gross loans and advances to customers, banks and other
T At JiR TE AR AR accounts measured at amortised cost 458,840,757 442,964,160
JRE R Accrued interest 1,435,555 1,204,510
460,276,312 444,168,670
T (L A Less: Impairment allowances
— 1248 A DA TE 5 F iRk - 12-month ECL (3,802,530) (5,251,384)
— IR 15 L UE M & A R 2 - Lifetime ECL not credit-impaired
TME K (1,453,423) (619,557)
— 15 TR (E Y & #0101 8 2 TE (S K - Lifetime ECL credit-impaired (4,450,849) (2,283,215)
450,569,510 436,014,514
AN FAE(E A H A 2 W U 25 ABRZ P~ Loans and advances to customers, banks and other accounts
SRAT IR 3 2 R B HAB HRIH measured at fair value through other comprehensive income
— &R - Advances to customers 436,062 178,395
LES % - Trade bills - 16,252,504
451,005,572 452,445,413
BEUATEESBEGZEARERES Loans and advances to customers, banks and other accounts
SRAT [A] 3% 2 B R H A R T designated at fair value through profit or loss
— &P - Advances to customers - 1,550,057
451,005,572 453,995,470
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23 ADVANCES AND OTHER ACCOUNTS (continued)

23.1 Loans and advances to customers, banks and other accounts

(continued)

2023 2022
T T T
HK$°000 HKS$°000
15 P P R B Lt i L 400 R T Gross carrying amount of the credit impaired loans and
advances 7,126,149 3,921,592
b R R 2 vk (P A Impairment allowances made in respect of such loans 4,450,849 2,283,215
15 P 0P 0 R e JFC At R T A8 R i (A Gross carrying amount of the credit impaired loans and
R S H A R IR A 2 o H advances as a percentage of total gross loans and advances 1.55% 0.85%
HEH (A Market value of collateral 8,623,360 9,588,379

155 P BB B T T H At MR I 6 7 1R ] i 5 A

TE 7 T 980 (L o 9 110 A > HC PR 8 4R — JH

WL HHZE R AR RBLEREA R
FS BB TAE

RoECEHEF A=+ —H > FFE&HRT
B A FE k(B 3 b 2R B 1.57% (=% —
0.89%) ©

REFZ =t H=+—H > AEEERA
BT SRAT[R] S 0915 FH 99 (0 AR TH B 78 26 52 48 0
BRAH MR (CE_F+ A=+ —H
fE) o

Credit impaired loans and advances are defined as those loans
which are individually determined to have objective evidence of
impairment as a result of one or more events that have a detrimental
impact on the estimated future cash flows of the loans have occurred.

The credit impaired loan ratio of advances to customers was 1.57%
as at 31 December 2023 (2022: 0.89%).

There were no credit impaired advances to banks and trade bills
classified as stage 3 as at 31 December 2023 (31 December 2022: Nil).
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23 B N H A AR IE (a0 23 ADVANCES AND OTHER ACCOUNTS (continued)
232 MHIEP RBITHESEX (ARG £ 23.2 Overdue advances to customers and banks (excluding trade
18 e A, JE Wik 3E) bills and other receivables)
AEFPN _FE_ZFR _F__F1+_H The gross amount of the Group’s advances to customers and banks
=+ —HzBmMNEF KER1TR 2SR A (excluding trade bills and receivables) overdue as at 31 December
(S B335 87 2 S5 4% e REGRRIED) A0 BT 0 R 2023 and 2022 is analysed as follows:
fi% P
& i 45 WA
Il 3% £% 5% 14 49
Tl A g i ZBHEN
% of mmam M am £ P
kMM advancesto  HEH S Amount Amount of Lifetime
Gross customers Market value of secured unsecured  ECL credit-
advances and banks  of collateral balance balance impaired
T#xL T T T T#xL
HK$’000 HK$°000 HK$’000 HKS$’000 HK$°000
=i = 2023
i Overdue for:
ASEA LT Six months or less but
B R = A over three months 3,156,709 0.7 2,026,233 2,026,044 1,130,665 1,765,952
—AEE LA RS A One year or less but over six months 247,027 0.1 184,155 110,350 136,677 179,010
A — 4 Over one year 2,082,401 0.4 6,412,972 822,036 1,260,365 1,845,277
5,486,137 1.2 8,623,360 2,958,430 2,527,707 3,790,239
%
e SR1T 5 H s E
I7] 3 B RSO G
[Epid:4 EE i fEIEa 2 EAEH
% of e KRR EEPS
BHAEE  advancesto  HLHM T (H Amount  Amount of Lifetime
Gross customers  Market value of secured unsecured  ECL credit-
advances and banks  of collateral balance balance impaired
T T T THTT T T
HK$’000 HK$000 HK$000 HK$’000 HK$’000
SR 2022
A Overdue for:
ANMEAHLT Six months or less but
{EE R =18 H over three months 1,281,426 0.3 2,428,567 643,359 638,067 540,735
—4ES L F{ERAA S H One year or less but over six months 450,481 0.1 74,571 47,604 402,877 306,336
i — 4 Over one year 1,346,324 03 5,285,112 1,011,121 335,203 979,354
3,078,231 0.7 7,788,250 1,702,084 1,376,147 1,826,425
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23 Bk S HABIRIE (a0 23 ADVANCES AND OTHER ACCOUNTS (continued)
232 MHIEP RBITHESEX (ARG £ 23.2 Overdue advances to customers and banks (excluding trade
P8 Ko Ath JE Wk IE) () bills and other receivables) (continued)
A B HE AR R R The criteria for eligible collateral are as follows:
. FEAH 5 T B 5 A R E BT A B A e R . The market value of the collateral is readily determinable or
B can be reasonably established and verified;
o RIEVTTEE - HH R EA TG «  The collateral is marketable and there exists a readily available
H B HE & s secondary market for disposing of the collateral;
. AR ERAT ST [ S 5 A9 AR A T 9 B i A . The Bank’s rights to repossess the collateral is legally
A7 ELAE S AT AnT BELBEE 5 % enforceable and without impediment; and
. it HE 40 o 5 AT AL Bh A o B HCRE iy A 4R . If the collateral is a movable asset, it should be under the
TR > SR SRAT T e 2 HL BT B i B o Bank’s custody, or its whereabouts can be located by the Bank.
B EAR IR h EE AYEE  AE AR - The eligible collateral is mainly properties, deposits and shares.
o E =t A=t R E There were no advances to banks (excluding trade bills and
TZA=+—H > W EE T HRAT R E receivables) which were overdue for over 3 months as at 31
ek o DEN: RS SO TR A HE X 959 e December 2023 and 31 December 2022.
IH) o
23.3 H: At 26 1) % 23.3 Other overdue assets
2023 2023 2022 2022
5 DS oAb % JEFHFLE HoAth & 7
Accrued Other Accrued Other
interest assets interest assets
T#x T¥#L THs T T U T
HK$’000 HK$’000 HKS$’000 HK$°000
i Overdue for:
ZSAB A B LR R i =8 A Six months or less but over three
months 14,608 - 5,232 -
—4E B DL E R S 1A One year or less but over six months 8,683 - 20,269 -
A — 4 Over one year 99,003 - 139,599 =
122,294 - 165,100 -
At 7 4R 7 3 S PR S sk A Other assets refer to trade bills and receivables.
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23 ADVANCES AND OTHER ACCOUNTS (continued)

23.4 Rescheduled advances

2023 2022
T#IT RPN
HK$’000 HK$’000

A B K AN B 455 2 0 R R Rescheduled advances
=B A Z &) (excluding overdue loans over three months) 631,294 42,678
HE KERTT IR SRR AL E 4 As % of advances to customers and banks 0.14 0.01

278

23.5

23.6

MR AE A6 7T R ek B 280 188 20 — {1 A i T 4L
3K ST 23,236 1 3 B 3K 0 43 A A o

RoBo S = A RSB
T A=+ —H o AR SR AT R SR B A
%‘dﬂ\°

e Jml %

ﬁé:$**ﬂ:+*ﬁ*+~a AR EE [ R A 1)
SR AT ZH=TH  WIEH) I
I%FM& 7T {8 520,150,000 70 (&
F+—H=+—H : 8625,500% JT) l&@%
25 {4 35 A4S 42 1 0k 4 T 0 2 R B 1 A

AT T A (225 38 72 i 47 ) kA ) %?K}\EIJRE
) BEIAE 2 P R R TR -

#,\

it 5 i N B b e Y B 4K

WML > R _F _=FE A=t
F o 07 408 by A 4R 45 A ST 08 0 o 4 SCHE A A
wAw (CF_FEF A=+ —H ) -
JAAFE A H o AR S TR R LSl R R A B
SAR AT o HE AT 2E By A 0 R S A E R T )
Y — i B L Ak o

23.5

23.6

Rescheduled advances which have been overdue for more than
three months under the revised repayment terms are included in the
analysis of overdue advances in Note 23.2 above.

There were no rescheduled advances to banks as at 31 December
2023 and 31 December 2022.

Repossessed assets

There are three repossessed assets of the Group as at 31 December
2023 (31 December 2022: two) with total current market value of
HK$20,150,000 (31 December 2022: HK$8,625,500). Repossessed
assets comprise properties and vehicles which the Group has
obtained control (e.g. through legal actions or voluntary actions
by the borrowers concerned) for releasing in full or in part on the
obligations of the borrowers.

Cash collateral on securities borrowed and reverse
repurchase agreements

In respect of reverse repurchase transactions, there were no
collateral held by the Group which were permitted to be sold or
pledged as at 31 December 2023 (31 December 2022: Nil). No
collateral has been actually sold or pledged by the Group as at the
year end. The transactions are conducted on terms that are usual and
customary to standard lending activities.
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24 LE@E 24 FINANCIAL INVESTMENTS

it St S gy ; I Sl
31 December 2023
AP
ol £ 2%
HaEFE AR
ZHRY
JH 3 4 b B
Non-trading
financial VLA T
investments #8304 2 i D) 8 i AR

mandatorily Wi ANk N
KU E R measuredat  Measuredat  Measured at Bk
Trading assets FVTPL FVTOCI amortised cost Total
T#i T T#iL T T#L
HK$°000 HK$°000 HK$°000 HK$’000 HK$’000
5% Debt securities:
— R SR - Treasury bills 3,687,430 9,152 46,561,968 13,869,012 64,127,562
— B f5 5 2 A K it - Certificates of deposit held 856,888 = 2,634,149 11,693,739 15,184,776
e N - Others 619,070 155,256 98,493,994 69,910,978 169,179,298
JBe 55 i % Equity securities = 129,214 2,692,857 = 2,822,071
B ¥ L Investment funds = 4,744,802 = = 4,744,802
Jifb Others - 62,172 S - 62,172
HE WA Interest Receivable - - 911,018 818,274 1,729,292
4 Ei e b Total financial investments 5,163,388 5,100,596 151,293,986 96,292,003 257,849,973
S B BB AT AR Financial investments are analysed by
AW : category of issuer as follows
— P I BORT B v e AT - Central governments and
central banks 3,748,135 9,152 68,085,906 35,783,453 107,626,646
— AR - Public sector entities 50,960 2,999 2,355,627 8,149,656 10,559,242
— 84T ) 3 % b 4 R A - Banks and other financial
institutions 929,752 4,885,222 27,314,373 26,327,038 59,456,385
—REEM - Corporate entities 434,541 203,223 52,627,062 25,213,582 78,478,408
JE B A L Interest Receivable - = 911,018 818,274 1,729,292
o E gk Total financial investments 5,163,388 5,100,596 151,293,986 96,292,003 257,849,973
MW E _=F+_"H=+—H > {8 IAFEELK As at 31 December 2023, equity securities designated at FVOCI amounting
At 4 T i 35 A MR A% ZE W 26l T3 MMk T (— to HK$2,693 million (2022: HK$3,163 million) were held for long-term
A3 EeT3A EmT) UL REIKMHEH strategic purposes. Of which, HK$2,480 million (2022: HK$2,940 million)
HIREA o HrpoafEs T #s ot (ZF 4 : 2984 T was attributable to the fair value of the Bank’s investment in SINO-CEE
WS OT) B A AR ERAT R R — R R e 2 R Fund. None of these strategic investments was disposed of during 2023
INAE(E o MmN R =R T E T T ERE and 2022, and there were no transfers of any cumulative gain or loss within
SRR A o LI 2t % 4 B A HE £ A B AL AT equity relating to these investments.

(DESECE
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24 SRIE @) 24 FINANCIAL INVESTMENTS (continued)
CECCHEFZH=1—H
31 December 2022
58 1l AZA
{4
R EAR
b ]
ik
gy
Non-trading
financial ~ DAATEM DAHESS LA
investments A8 H fth & [H N
mandatorily Wi AR Measured at
o B measured at Measured at amortised et
Trading assets FVTPL FVTOCI cost Total
AR P AR AR RSP AR
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
& - Debt securities:
— HH Rk - Treasury bills 1,546,858 43,698 14,641,466 64,218,759 80,450,781
— B R 2 A - Certificates of deposit held 3,442,419 = 7,072,754 4,525,190 15,040,363
—HAth - Others 95,079 306,899 87,699,081 44,646,633 132,747,692
JBEE R o7 Equity securities - 98,451 3,163,065 - 3,261,516
g g % Investment funds = 4,741,416 = = 4,741,416
HAth Others = 54,948 = = 54,948
JRE i ) L Interest receivable = = 948,139 501,714 1,449,853
SRR E A Total financial investments 5,084,356 5245412 113,524,505 113,892,296 237,746,569
SR G BT A Financial investments are analysed by
AR category of issuer as follows
— LU B R SR AT - Central governments and central
banks 1,564,764 46,600 28,356,992 68,564,812 98,533,168
— N B - Public sector entities = 29,498 2,184,443 1,941,927 4,155,868
— $RAT [F] 2 J% HL A 45 Rl RS A - Banks and other financial institutions 3,486,265 4,886,038 32,551,168 20,950,160 61,873,631
—EER - Corporate entities 33,327 283,276 49,483,763 21,933,683 71,734,049
T i1 L Interest receivable - - 948,139 501,714 1,449,853
& BB E A Total financial investments 5,084,356 5245412 113,524,505 113,892,296 237,746,569
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25 BB AFZB/E 25 INVESTMENTS IN ASSOCIATES
2023 2022
T#x T
HK$’000 HKS$°000
JE A 3 Share of net assets 215,410 211,595
AT B R E A 2 R Goodwill on acquisition - =
215,410 211,595
DANEDI A 5 JE E TS A2 The following list contains only the particulars of the associates which are
18 > HN 4 T 35 e o S A — A A St b6 A AR unlisted corporate entities whose quoted market prices are not available.
LB EARE None are considered individually material to the Group:
EHRBER il R B R
Form of business Place of incorporation CEATRA M B R FREH
structure and business Issued share capital Group’s effective interest Principal activities
2023 2022
AR A A AR (4 ]) Al & 95,027,550 0 37% 3 RECKETARE
SINO-CEEF Capital Management Incorporated Hong Kong EURY5,027,550 Provision of asset
Company Limited (“SCM”) management services
Infinium Holdings Limited #E A Hets 2,503,000,0001 . 6.0% 7.5% fEER
Infinium Holdings Limited Incorporated Cayman Islands HK$2,503,000,000 Investment Holding
BAESERARAR (HAES) kit GEINGE T B #285,000,0007 6.3% 63%  ROCEEEIRE
AESERARA (BAES) Incorporated People’s Republic of China RMB285,000,000 Provision of asset
management service

HEEFERFEETIHRE - R F — NENE
A FE A A 2 1 AR 00 FE A i 100% 08 A 2
37% ° AN - AR E R A 453,700,000 35 78 B o

Infinium Holdings Limited ([ Infinium ) % — [# 7E B
SREEMEL 2 AR > S A BCEERA R A
AR AT A BR A W UTE A U B R B BB SR AT E o

A 4E M B B 4 /3 Al Infinium Holdings Limited
([Infinium |) 2 H o — 2 B ([ZEEH D) 577
I ME S Ay > 7 AR ST 8 s ot 2 AE 8 ER7.5% 2
Infinium /B £ o 15 7% 5% B 32 4 2 & 22 40 B 4
A 42 1B G RE T — 47 A [m] A 4 (TR WSS RE D) >
BB A A — A N Ry (TRRTGHRED -
M BRZE 5 ZH A8 B B A TR P b T AT (T3
ShIE ) o RIEREHT v WIRESZ LY » A% 45 [ 45 i 58
5 = TA &5 R IR (0] B 00y © 5% 3¢ 5 B 2 D Infinium
J S A 2 0 o 0 R K B R - ] R A AR A 0 A
InfiniumZ 15% B £20224F12 H31H -

SCM engages in asset management services in Hong Kong. The Group
decreased its shareholding in SCM from 100% to 37% as part of the
Group’s restructuring plan in 2016. The Group held 3,700,000 ordinary
shares of SCM during the year.

Infinium Holdings Limited (“Infinium”) is a company incorporated in the
Cayman Islands and as the investment holding company held through Fusion
Bank Limited carrying out virtual banking operations in Hong Kong.

The Group entered into an option deed effected on 22 August 2022 with
a shareholder of an associate (the “Investor”), Infinium Holdings Limited
(“Infinium”), and transferred 7.5% shares of Infinium for a consideration
of HK$150 million. As an integrated part of the option deed, the Group has
a right to purchase back the shares (the “call option”) while the Investor
has a right to sell back (the “put option”) within a year subject to relevant
regulatory approval (the “Transaction”). The Group intended to purchase
back the shares at the end of the Transaction with it entered into the option
deed. The Transaction was in substance a loan agreement with a collateral
of the shares of Infinium and the Group continued to share 15% results of
the Infinium as at 31 December 2022.
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g A W Z B E (a0

AT AR B T M o AR R A %
ERERELE WRERE _FE - =ZFEXA=+
H 1k 399 R 7 8 o B R B A ) 2 TRl 2R o A RS
S BN HT > 37 A A R A A AT o 58
B2 ARNE A A N Rl 2 FIALR > ALY
Z Infinium B HE 1 15% 0 7.5% °

R20234F9 H28H » B R H b G HE— L EE
Infinium, 4~ 2 54 2 Infinium BHE H 7.5% 1 — - #E
W £6.0% °

75 45 ] 1A Infinium 2 & K 7220% - H H i 4 48
HE 4 Infinium 2 45 28 S H A8 M 46 748 B0 i i =&

Ay > N MInfinium B A7 & — B & A 7 -
R ) £ AR R Infinium 2 T8 26 10 KR A7 K R {4
BT SR B B o A G2 1 BR A RE A e s B A R
InfiniumZ % & -

IR 1 e LAY PR W) T A o M % O R R A
EHSERS o BULAEAT A AR S AR S A
FIR 2 ) B A5 B LR 81 276,396 o AN 4 A [ A e 4 22 4%
TR TR 20% - {H th 74 A 42 [ BE 400 36 I A1) 4 2 0
EBLPRSRIENE CR )  Rge  — R A
Al o B RN R A 2 E e R Rk
HFRKE B g R AR IR P B - A
A T B M S A R R A e 2 B
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INVESTMENTS IN ASSOCIATES (continued)

In 2023, such intention had been changed. The Group considered that
the shares were deemed to be disposed of and recognised a gain on partial
disposal of an associate during the period ended 30 June 2023. Neither
the call option nor the put option was executed up to the expiry of the
Transaction. After the deemed partial disposal, the shareholding of
Infinium by the Group was reduced from 15% to 7.5%.

On 28 September 2023, the shareholding by the Group was further diluted
from 7.5% to 6.0% after the capital injection by other investors of Infinium.

The Group’s investment in Infinium is less than 20% but it is considered
to be an associate because of the significant influence the Group is able to
exercise over the management of Infinium and its financial and operating
policies. This influence is evidenced largely through the representation on
the Board of Directors in Infinium and the provision of technical expertise.
The Group applies the equity method of accounting for its investment in
Infinium.

2] Al k4 4 BEAT BR /A ) s principally engaged in equity and non-
securities investment management business. The Group’s shareholding in
2 1) 5 4 A A A F] was 6.3% as at year end. Although the Group’s
investment in B AIFE 4 is less than 20%, BIAIFE4 is considered as an
associate as the Group is able to exercise significant influence over the
investment and management decisions of F£3£4. This influence is
mainly demonstrated through the representation on the board of directors
and the investment committee and the provision of technical expertise.
The Group adopts equity accounting to account for its investment in [l

.

2023 2022
T#1 T# T
HK$’000 HKS$’000
A 1 AS SR B A 2 ) 2 AR R Aggregate information of associates that are
not individually material

A8 5 AS T K I 4 A R TE Aggregate carrying amount of individually immaterial associates in

S T R R 22 AR R T (L the consolidated financial statements 215,410 211,595
ALEEAE LA AR 2 M8 Aggregate amounts of the Group’s share of those associates

U5 B A S e loss from continuing operations (27,730) (98,016)
4 T8 B S #E% Total comprehensive expense (27,730) (98,016)
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26 GOODWILL AND OTHER INTANGIBLE ASSETS

M A R Y hE
W Computer Trading ak
Goodwill software rights Total
Tt TH#L T#L T#L
HK$’000 HK$’000 HK$’000 HK$’000
A (H Cost
W oE - =F—H—H At 1 January 2023 999,715 118,094 1,895 1,119,704
N B Additions - 10,605 - 10,605
ik Disposals - (14) - (14)
HoAth 57 Other adjustments - (1,250) - (1,250)
W_F _=F+_H=+—H At 31 December 2023 999,715 127,435 1,895 1,129,045
R T Accumulated amortisation
AR =4F—H—H At 1 January 2023 - 99,492 - 99,492
N 38 Charge for the year - 8,466 - 8,466
& Disposals - (14) - (14)
A 57 # Other adjustments - (980) - (980)
WoE-=ZF+"HA=+—H At 31 December 2023 - 106,964 - 106,964
AN_EZ _=4F+_H=+—H Net book value
R T 3 At 31 December 2023 999,715 20,471 1,895 1,022,081
T 25
(kS Computer Trading &t
Goodwill software rights Total
THs T T o T Tt
HK$°000 HK$°000 HK$000 HKS$’000
A (H Cost
MoE - —4FE—H—H At 1 January 2022 999,715 110,232 1,895 1,111,842
AR Additions - 10,146 - 10,146
& Disposals - (110) - (110)
A 57 Other adjustments - (2,174) - (2,174)
Wo_E - —F+HA=+—H At 31 December 2022 999,715 118,094 1,895 1,119,704
Z 5T g Accumulated amortisation
AT AFE—H—H At 1 January 2022 = 94,038 = 94,038
4 K 38 Charge for the year - 6,768 - 6,768
& Disposals - (110) - (110)
A 57 Other adjustments - (1,204) - (1,204)
WoE_HFT_HA=1+—H At 31 December 2022 = 99,492 = 99,492
WoE -+ _H=+—H Net book value
R T 9 {1 At 31 December 2022 999,715 18,602 1,895 1,020,212
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26 T L At T K E (w0

(i) A T RLPYLE » ARGRAT ) A SR T IEICBC Asia Wa
Pei Limited 5 [B 2 2 #8847 A o MG IR i 2 g
B3fEaTom # ot -

(i) REFEFAERLAMHE > AT R o T
ST R A PR 2 DT S S e B o > [ A A
T Z AT B ([ AT3H)) > A R 30
JC > Hoo #2148 T Ak oG LA A ST 6] o B LR SR AT
JBe A3 A7 R 2 R BRAT e T % A M B T AR S i
277 A > #1508 T # ot LA AT 12 B AR5 O =X
STA > T A 345 0 HI LABR 4 SEAT o Wi E A 2
R H A A58 Tl Hi T -

(i) o R Y B A e A L AR AT (B o

A [ 4 S5 20 V8 23 TC 7RG RS T T 9 I ) B < A E L
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GOODWILL AND OTHER INTANGIBLE ASSETS

(continued)
Notes:

(1) In 2004, the Bank acquired all the issued share capital of ICBC Asia Wa Pei
Limited group from Fortis Bank. The goodwill of the acquisition amounted to
HK$322 million.

(ii)  On 4 May 2001, the Bank entered into the business transfer agreement
with its parent bank, Industrial and Commercial Bank of China Limited,
pursuant to which the Bank agreed to acquire the banking business of the
Hong Kong Branch of Industrial and Commercial Bank of China Limited
(“Branch Business”) for a consideration of approximately HK$3,000 million
which was to be satisfied as to approximately HK$2,120 million by the issue
and allotment of new ordinary shares and convertible preference shares
by the Bank to Industrial and Commercial Bank of China Limited, as to
approximately HK$580 million by the issuance of subordinated debt due to
ICBC, and as to approximately HK$300 million by cash,. The goodwill arising
from the acquisition amounting to approximately HK$586 million as at the
reporting date.

(iii) Impairment tests are performed for cash-generating units containing
goodwill.

Goodwill is allocated to the Group’s cash-generating units (“CGU”)

iy identified according to business segment as follows:
2023 2022
T#x T
HK$°000 HK$’000
1> 2L H B E R AT Corporate and Investment Banking 585,715 585,715
HE T Commercial Banking 230,450 230,450
BT Retail Banking 142,386 142,386
HoAts Others 41,164 41,164
999,715 999,715

Bl 4 A A A0 AT i [ A AR AR R 0 R EE R - HE S
i R A T A v T R 5 T4 S [T 0 B L O B 4
A FE o AR DLAR B B A R R R Al A FER R
TEHEET - A FMERRB & REMF WM ER (F
TUTAE IR B TR 3%) N A A E A
P ITEN R MR -

FATA w500 R B A R B 9% (=& = —4F < 8%) ©

L AR R 1 R B I TR i R SR R T R B
T2 3 R < BLAT SR 1A BT AR LR — B -
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The recoverable amount of a CGU is determined based on value-in-use
calculations. Such calculations use cash flow projections based on financial
budgets approved by management covering a five-year period. Cash flows
beyond the five-year period are extrapolated using the estimate rates stated
below. The growth rate (2023: Nil; 2022: 3%) which applies to the cash flow
projections over the five-year period does not exceed the long term average
growth rate for the industry of which the CGU operates.

The discount rate used for value-in-use calculations is 9% (2022: 8%).

Management determined the budgeted financial performance based on
the past performance and its expectation for market development. The
weighted average growth rates used are consistent with the forecasts
included in industry reports.
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27 BHEYIE 27 INVESTMENT PROPERTIES
2023 2022
T#T T T
HK$’000 HK$000
r—H—HZHRH{E Carrying amount at 1 January 209,000 145,300
B SRAT 5 2 S 2 Transferred from bank premises and properties - 105,213
B RATE AE R E Transferred out to bank premises and properties - (22,057)
A e 15 1 AR Net revaluation loss (700) (17,141)
ifE b, 75 %H Exchange difference - (2,315)
At A=t — R (E Carrying amount at 31 December 208,300 209,000
A (B A7 7 7 s B A B A b 2 B 2 2 AR AN The Group’s investment properties are situated in Hong Kong and
T Mainland China under the following lease terms:
2023 2022
T#x TH#sTT
HK$°000 HK$’000
TEH WA Held in Hong Kong
HRHAFE 5 (102504F) Medium term leases (10-50 years) 116,500 116,500
R E (504F LA L) Long term leases (over 50 years) 91,800 92,500
TE 7 s LA S 3 I 15 A Held outside Hong Kong
PR B (10 504F) Medium term leases (10-50 years) - =
208,300 209,000
REPATHREYHEN T _=4F+_H=1+—HH The Bank’s investment properties were revalued on 31 December 2023
) 57 B 3E 4 A i L R A B A 0 AT A B T by A.G. Wilkinson & Associates, an independent professionally qualified
BRI S (HL Ry f s o A A 8 ) S ME B Al (E valuer, at HK$208,300,000 (2022: HK$209,000,000) on an open market,
208,300,000% 76 (& — —4F 1 209,000,000%% 5C) © existing use basis, which is highest and best use.
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27 HBEWE @ 27 INVESTMENT PROPERTIES (continued)

BHEWEER Particulars of investment properties

—R2-=4#+=-H=+—H 31 December 2023

45 1 2 B ) ) ik

o ik B ALY Attributable interest
Location Use Remaining lease term of the Group
T v S 4 9 5 T R 8 5 M R B Al 7 3 R E (504F U 1) 100%
Shop B on the Ground Floor Commercial use Long term lease (over 50 years)
No. 8 Causeway Road
Hong Kong
JUHE 80 0 i B A 58 5 T S P A 7 2 R AL (105 504F) 100%
Ground Floor and cockloft Commercial use Medium term lease (10-50 years)
No. 58 Hong Ning Road
Kwun Tong Kowloon
T Vs G L G L E 195 0 197~ 199K HESF T EIFH B (10 22504F) 100%
20158 #ib & A B H N ASE B Commercial use Medium term lease (10-50 years)
Shop A on Ground Floor
Capital Mansion
Nos. 195,197, 199 and 201 Shau Kei Wan Road
Shau Kei Wan, Hong Kong
b £ B SR 23397 7 2 AT (10F504F) 100%
BT AE B — ~ R =T & R 2355 4 Commercial use Medium term lease (10-50 years)
Unit No.23 on the Portion of the Ground Floor
of the Podium of Blocks 1, 2 & 3 City Garden
No. 233 Electric Road North Point, Hong Kong
B AL A B REL13-11598 T 7 2 R E (504E U 1) 100%
G/F.,No.113-115 Electric Road, North Point, Commercial use Long term lease (over 50 years)
Hong Kong.
JURE £ AR PR A7 12- 1458 [GE ik T L (105 504F) 100%

12-14 Mok Cheong Street, Tokwawan, Kowloon
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Medium term lease (10-50 years)
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28 Wk Rkt 28 PROPERTY, PLANT AND EQUIPMENT

(a) BRYAE Z HHHR

(a) Reconciliation of carrying amount

15 R B ¥
H5 08 e e
AT MR AE  Right-of-use
Lk MEwE LB B v asset
Bank b33 Furniture  Right-of-use Furniture
premises Leasehold and asset and Bt
and properties improvements equipment premises equipment Total
T T T T T T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
WEZZ=F—A—H: At 1 January 2023:
A AY Cost or valuation 704,182 436,577 635,309 2,695,938 90,466 4,562,472
ZEHTE R Accumulated depreciation and
impairment (218,247) (360,512) (452,622)  (1,712,301) (61,226)  (2,804,908)
RoE-=F—H—H At 1 January 2023 485,935 76,065 182,687 983,637 29,240 1,757,564
WA Additions - 17,699 44,507 239,016 298 301,520
ke Disposals - (473) (6,125) (52,253) (9,991) (68,842)
() Revaluation (Note(i)) 2,506 - - - - 2,506
R EHE Depreciation provided during the year (16,061) (31,381) (61,571) (470,326) (11,202) (590,541)
T 50, 25 38 R Ko At Exchange difference and others (5,053) (2,049) (6,076) (2,273) - (15,451)
AZEZEHEFTZAET—HZ Net book value at 31 December 2023
HR TV 467,327 59,861 153,422 697,801 8,345 1,386,756
RoF-=F+-H=1+—H: At 31 December 2023:
A B A Cost or valuation 724,863 438,152 633,746 2,867,436 80,773 4,744,970
2R RBE Accumulated depreciation and
impairment (257,536) (378,291) (480,324)  (2,169,635) (72,428) (3,358,214
“E-=£+-H=+—HZ Net book value at 31 December 2023
JR (A 467,327 59,861 153,422 697,801 8,345 1,386,756
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28 PROPERTY, PLANT AND EQUIPMENT (continued)

(a) Reconciliation of carrying amount (continued)

1§E ik 3V
EUYE L
AT B HHEEE  Right-of-use
YL/ES iy =g7/ES FE asset
Bank #B BEKEM  Rightofuse Furniture
premises Leasehold Furniture asset and Kt
and properties improvements and equipment premises equipment Total
T T T T T T
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
WEZZZHE—A—H: At 1 January 2022:
WA Al Cost or valuation 913,457 434,183 606,304 2,593,406 79,780 4,627,130
ZEHITE R Accumulated depreciation and
impairment (315,791) (339,418) (427,664) (1,301,542) (38,220) (2,422,635)
WoEZ - —F—H—H At 1 January 2022 597,666 94,765 178,640 1,291,864 41,560 2,204,495
nE Additions - 17,095 64,487 135,833 21,077 238,492
LLYN Transfer in 22,057 = = = = 22,057
L] Transfer out (105,213) (105,213)
& Disposals (4,583) (16,861) (3,042) (10,390) (34,876)
EfH(HEEGD) Revaluation (Note(i)) 109,216 - - - - 109,216
ERFHETE Depreciation provided during the year (16,259) (31,212) (57,718) (435,680) (23,007) (563,876)
EE b 55 %A S At Exchange difference and others (121,532) - 14,139 (5,338) - (112,731)
RZEZZZEFTZA=+—HZ Net book value at 31 December 2022
T ¥ (B 485,935 76,065 182,687 983,637 29,240 1,757,564
RoZE - HE+—"H=+—H: At 31 December 2022:
JIAR S A (B Cost or valuation 704,182 436,577 635,309 2,695,938 90,466 4,562,472
ZEHTE R Accumulated depreciation and
impairment (218,247) (360,512) (452,622) (1,712,301) (61,226) (2,804,908)
MEFEZZF+ZHA=1—HZ  Netbookvalueat 31 December 2022
T ¥ (B 485,935 76,065 182,687 983,637 29,240 1,757,564
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28 Wk R kA o)
(a) BRI E Z R (40
W 3T

(i) MOEER_ZF_=F+_HA=1+—HR#E
P A 7 S5 2 R i Rl A B A 0 AT
A 2 8 BT 35 Al (B AT ELAG o SEAGZL6R (40
o 4 PP AR 4 T A5 B0 ) Tt A B SRORE 45 Hp 2 RAT
[ FE EAG R IA o AR B 2 84T I A K
2 A R R R EE SRR > RIS 2 TR T (B A
28,855,00045 70 ( % — —4F : 29,864,000457C) ©

A T 2 ) 2 A A s 5 I A 3 4 DL AR
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PROPERTY, PLANT AND EQUIPMENT (continued)

(a) Reconciliation of carrying amount (continued)

Note:

@

The bank premises were revalued at 31 December 2023 based on the
open market value by A.G. Wilkinson & Associates, an independent
professionally qualified valuer. The revaluation surplus net of
applicable deferred income taxes was credited to bank premises
revaluation reserve in shareholders’ equity. The carrying amount
of the bank premises and properties of the Group would have been
HK$28,855,000 (2022: HK$29,864,000) had they been stated at cost less
accumulated depreciation.

The Group’s properties are situated in Hong Kong and Mainland

A China under the following lease terms:
2023 2022
T#x T
HK$’000 HK$’000
EHEA Held in Hong Kong
R E (504D L) Long term leases (over 50 years) 222,600 227,800
rR AR (102504F) Medium term leases (10-50 years) 98,680 100,340
TE 77 s LA S st I 15 A7 Held outside Hong Kong
hHAF (10 42504F) Medium term leases (10-50 years) 146,047 157,795
467,327 485,935
(b) T BE % e (b) Right-of-use assets
i F HE & S B T VR (R 44 FH B A EE 0 B O M The analysis of the net book value of right-of-use assets by class of
R underlying asset is as follows:
RoE-= Ro-F——
+ZH=+—R +-A=1—H
At31 December At 31 December
2023 2022
TH# Tk
HKS$’000 HK$°000
EPNE/EVE IR ) Included in “Property, plant and equipment”:
RS E — B > BIERFHEM A - Right-of-use assets — Premises, with remaining lease term of:
B - Not later than 1 year 38,258 40,625
BN 1A By AR T 24F - Later than 1 year and not later than 2 years 136,876 153,752
B R 24F B AN B 55 - Later than 2 years and not later than 5 years 454,668 707,593
~54EDL B — More than 5 years 67,999 81,667
697,801 983,637
il A 7 — HoAte Right-of-use assets - Others 8,345 29,240
706,146 1,012,877

BRRE © AR A T {18 4 38 ol H 7 i 7 L 5 45 Al
NE - RITOAT - BEE AR AR - A
B < A 4 #5 (B S B BR AT 2 IR A 1
B A 255 (ZF = —4F - 1l H ZefF) -
IECS kR Bl oy N O R NS
AR o A 7 R R A A T IO
PRz ARAE IS - A4 B ) & 4 2 5 23l 5
A # AR AT 2 SR -

Note:

For both years, the Group leases various offices, branches, ATM and
advertising billboard for its operations. Lease contracts are entered
into for fixed term of 1 month to 5 years (2022: 1 months to 6 years).
Lease terms are negotiated on an individual basis and contain different
terms and conditions. In determining the lease term and assessing the
length of the non-cancellable period, the Group applies the definition
of a contract and determines the period for which the contract is
enforceable.
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2023 2022
T#L T
HKS$’000 HK$’000
JRE Wi ), Interest receivable 1,928,043 1,703,715
A H Prepayments 549,247 537,201
LEEERE Settlement accounts 1,121,891 896,824
C AT RE 42 Margin deposits paid 3,689,993 3,634,340
{3 Factoring 56,387 180,598
oAy Others 835,494 1,664,280
8,181,055 8,616,958

HoAh 2 2 (1 A Impairment allowances for other assets
— 1248 H PR FE 5 F R - 12-month ECL (33,851) (42,509)

— 5 HBEN & #H KN 2 - Lifetime ECL credit-impaired

TG K (24,042) (24,817)
8,123,162 8,549,632
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30 INVESTMENT IN PRINCIPAL SUBSIDIARIES

The following list contains only the particulars of principal subsidiaries of

the Group:
i 2 Hid

VEEY G e B =371 CHAT R C AR A Interest held
Names Place of incorporation Principal activities Issued and paid-up capital 2023 2022
R HEARSAE RITEH N 4,150,000,0007C
Chinese Mercantile Bank People’s Republic of China  Banking business RMB4,150,000,000 100% 100%
THEWEEARAR Fit it ST 6,000,000 ¢
ICBC (Asia) Bullion Company Limited Hong Kong provision of bullion business HK$6,000,000 100% 100%
TREREHHRAA Hi Pt R 258,828, 8701 6
ICBC Asset Management (Global) Company Limited ~ Hong Kong Provision of asset management services HKS$258,828,870 100% 100%
THREHABAHRAF Eik SEALACH A MR 10,0007 7T
ICBC (Asia) Nominee Limited Hong Kong Provision of nominee services HK$10,000 100% 100%
LRI 55 A1 R Ei Pt A A M 100,000,000 7¢
ICBC (Asia) Securities Limited Hong Kong Provision of securities brokerage services ~ HK$100,000,000 100% 100%
T {5 oA A &it RU R 20,000,000
ICBC (Asia) Trustee Company Limited Hong Kong Provision of trustee services HK$20,000,000 100% 100%
THTWRRHARAT ik FRAL(RFE R A s 100 ¢
ICBC (Asia) Financial Services Company Limited Hong Kong Provision of trustee and company services ~ HK$100 100% 100%
TR B I (ORI R SEINGE I PERZACE MBS & LRI ERH 4,000,000% T

S 42 R
TG 5 AR A () R Rl People’s Republic of China ~ Provision of entrusted management of equity US$4,000,000 100% 100%

investment enterprises and provision of

related services
DR M SR E AR A 7 GEINE L Rl TR mmmEeE - ARW10000,0007

SRR AR 5 %R A

feE e - RGBS
SRR (B BE A RA T People’s Republic of China  Provision of investment management; RMB10,000,000 100% 100%

entrusted management of equity investment

and provision of related consulting services;

entrusted management of equity investment

funds and provision of related consulting

services
BEM AR ELEE HA R A SEINGE I e SR - AIERE AR 1,100,000

LEEH BEER
BN R B I RA 7 People’ s Republic of China  Provision of non-security equity investment, RMB1,100,000 100% 100%

venture capital investment, investment

management and asset management services
HE - RS R RA Fit SERERAR 384,028,183 C
SINO-CEEF Holding Company Limited Hong Kong Investment holding company EUR384,028,183 100% 100%

AR ERAT B A B RS A FD o

*

The subsidiaries are indirectly held by the Bank.
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DEPOSITS FROM BANKS AND OTHER FINANCIAL
INSTITUTIONS

2023 2022
T T T
HK$’000 HKS$’000

SRAT [] 3 B Ath 4 Rl A 1 2 A7 3K Deposits from banks and other financial institutions
— DA B B AR AR — measured at amortised cost 108,635,101 145,669,011
—EUAN T EESEG EAR — designated at fair value through profit or loss 14,083,698 16,670,876
122,718,799 162,339,887
JHE A A1) 5L Accrued interest 311,631 318,772
123,030,430 162,658,659

MBS mE R F =T = —
H o> A 45 (348 o s 85 ol st A0 5 19 50 A 8 1B
£59,451,551,000% 76 (=% — " 4F : 16,855,976,000%5
Jo) °

HEAT 5 Ty W A0k o T Ao M A 68 455 3 Y — B S AR

F
aA °©
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In respect of repurchase transactions, the fair value of collateral
which were permitted to be sold or repledged from the Group was
HK$9,451,551,000 as at 31 December 2023 (2022: HK$16,855,976,000).

The transactions are conducted on terms that are usual and customary to
standard lending activities.
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32 DEPOSITS FROM CUSTOMERS

2023 2022

T#L T

HK$°000 HK$’000

R OEE R Sl Demand deposits and current accounts 31,621,432 39,904,840
it 8 A7 K Savings deposits 150,232,902 131,654,936
JE ) R 78 FAT K Time, call and notice deposits 415,093,613 394,279,343
— DA B B AR AR — measured at amortised cost 396,905,240 371,212,462
—$5 7 DA P A AR 4 47 R AR - designated at fair value through profit or loss 18,188,373 23,066,881
596,947,947 565,839,119

JEASS 1B Accrued interest 5,194,917 3,013,748
602,142,864 568,852,867

BEM ST F =t A=A
S At 0SB ST (%
A1) < T 52 5 0 G B 5 B0 0 ) — A 2

B GRAR o

33 RIEHIIA

AL B R o AR SR 2 R AE B IR A R 20 A 4

customary to standard lending activities.

33 DEFERRED INCOME TAX

In respect of repurchase transactions, there was no collateral which were
permitted to be sold or repledged from the Group as at 31 December 2023
(2022: Nil). The transactions are conducted on terms that are usual and

The following is an analysis of the deferred tax balances of the Group for

F e financial reporting purposes:
2023 2022
T#T T
HK$°000 HK$’000
WA f G B 5 IR DL R R AR S Net deferred income tax assets recognised in the

P 45 i S AR consolidated statement of financial position 1,807,568 2,060,665

T A A5 R 0 SR 3R 2 A AT Net deferred income tax liabilities recognised in the
ST 158 B T A consolidated statement of financial position (514) -
1,807,054 2,060,665
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33 Lﬁ}iﬁél}[ (4) 33 DEFERRED INCOME TAX (continued)
A R ZE PR S B E A (BE) (B[R] — BB A B > 45 The movements in deferred income tax assets (liabilities) (prior to
SRR S HT) Z BB AT offsetting of balances within the same taxation jurisdiction) during the

year are as follows:

et A
B B
it fmsk  Bedsw  AVHEM
Accelerated HAEA  Notcredit- ol i
tax Asset impaired Cash flow Fair value Hfb M
depreciation  revaluation ECL hedge reserve reserve Others Total

T#T T#T T#L T#T T#T T#T T#T
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000

RoFE-=F—H—H At 1 January 2023 (6,088) (126,717) 1,325,740 15,695 760,695 91,340 2,060,665
TEfE Al KR Credited to the consolidated
income statement 5,013 (4,971) 110,408 - - (17,060) 93,390
fEfE s iR Credited to equity - (1,668) - (4,112) (327,317) - (333,097)
B 5 26 8 Al 7 Exchange difference and other
adjustment (228) 2,511 (13,497) (697) (144) (1,849) (13,904)
RZEZZAF At 31 December 2023
+=H=+—H (1,303) (130,845) 1,422,651 10,886 433,234 72,431 1,807,054
F A5 R BE
Jn A IE Y BlEmEMW
Eiig (GiikEES M APEE
Accelerated ~ EEEfG  Not credit- Cash flow Tt
tax Asset impaired hedge Fair value HoAth B
depreciation  revaluation TECIL, reserve reserve Others Total

TH#T TH#T TH#T TH#T TH#T TH#T TH#T
HK$’000 HK$’000 HK$’000 HK$’000 HK$'000  HK$000  HK$000

Mo 4E—H—H AtlJanuary 2022 (15363)  (133,749) 1,166,590 (16,537) (95,701) 52,141 957,381
FE45 B I R RCHR Credited to the consolidated

income statement 9,655 = 202,383 = = 45,442 257,480
TERE 4 Rl Credited to equity - 5,382 - 30,983 858,335 - 894,700
EE 5, 2 7 Al 7 4 Exchange difference and other

adjustment (380) 1,650 (43,233) 1,249 (1,939) (6,243) (48,896)
/I S——3 At 31 December 2022

+ZA=+—H (6,088) (126,717) 1,325,740 15,695 760,695 91,340 2,060,665
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DEFERRED INCOME TAX (continued)

The Group has tax losses arising in Hong Kong of HK$24,281,000 (2022:
HK$48,365,000) that are available indefinitely for offsetting against future
taxable profits of the companies in which the losses arose. Deferred tax
assets have not been recognised in respect of these losses as they have
arisen in subsidiaries that have been loss-making for sometime and it is not
considered probable that taxable profits will be available against which the
tax losses can be utilised.

There are no income tax consequences attaching to the payment of
dividends by the Bank to its shareholders.

34 CBITHESR 34 DEBT SECURITIES IN ISSUE
2023 2022
T#L THs T
HKS$’000 HK$°000
EEITE S Debt securities in issue
— DAAH B8 AR AR — measured at amortised cost 17,452,280 17,535,578
- 8 € DA TE A RS 1 3R AR - designated at fair value through profit or loss - 1,311,030
17,452,280 18,846,608
JRE A5k LS Accrued interest 134,667 110,033
17,586,947 18,956,641
35 Hfi 4K 35 OTHER LIABILITIES
2023 2022
T# L THs o0
HK$’000 HK$°000
JRE A 1S, Interest payable 2,078,283 1,788,644
JRE A 38 4B B AR A Salaries and welfare payable 705,858 651,790
HARE Settlement accounts 2,394,416 3,560,283
B e a8 < Margin deposits received 3,618,401 1,186,802
{3 Factoring 56,387 180,598
T & A & E35.1) Lease liabilities (Note 35.1) 702,470 1,035,238
HAh Others 2,628,257 1,629,258
12,184,072 10,032,613
BRI 4 ARG AR 2 U 1 A Impairment allowances for loan commitment and financial
guarantees
— 1218 H PA R FEAME Rk - 12-month ECL 222,273 316,001
— A5 BB & # N 2 - Lifetime ECL not credit-impaired
TH W5 H % 10,162 10,816
12,416,507 10,359,430
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35 HAhAE @

A 2 1] S A SRAT IR 4 1 A H ARSI A T o X AR
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35.1 FLE A #
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OTHER LIABILITIES (continued)

The Group

and the Bank have not had any defaults of principal, interest or

other breaches with respect to their liabilities during the year (2022: Nil).

35.1 Lease Liabilities

The maturity profile for lease liabilities associated with leased

premises and equipment assets is as follows:

—HEEWE O BEERLE
—AER T Between Between T4k

One year oneyearand  two years and More than H3t

or less two years five years five years Total

T T T T T#x

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
RE-ZZ=Z4F2H=Z4—H As at 31 December 2023

HibafE-HEaH Other liabilities - lease liabilities 33,724 123,542 476,687 68,517 702,470
R-Z2Z 24+ =+—H As at 31 December 2022

Aty & - T ALK Other liabilities - lease liabilities 36,574 156,229 761,382 81,053 1,035,238

SRR B 5 K w2 R KSR BB &
WL A B E T

The maturity profile for undiscounted cash outflow lease liabilities

associated with leased premises and equipment assets is as follows:

—ERRE  WERLE
—4EEUT Between Between TNk

One year oneyearand  two yearsand More than Hst

orless two years five years five years Total

Tl T T#x T T#

HKS$’000 HK$’000 HK$’000 HK$’000 HK$’000
REBZ=EHTSA=ZT—H As at 31 December 2023

Hiba g -HERE Other liabilities - lease liabilities 33,957 126,312 498,335 73,353 731,957
REZZHEFZA=ZT—H As at 31 December 2022

Hibfa g -HERE Other liabilities - lease liabilities 38,378 158,345 907,273 87,559 1,191,555

[ D > St R | 51/ 13 0 | B S 1 D i Note: In 2023, there is no variable lease payments that depend on an index or

A R T AR R ) B (L 988 £ T 0 B A+ 2 0
(ZF 4| -

AR AL AHA) N A SR — 2 =4

A S P T ] 4 JEE 37 0T 7 AT o] 2 7K AEL R
B &fy 22 0 AL B T
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a rate and amounts expected to be paid under residual value guarantees
(2022: Nil).

The Group has the option, under some of its leases, to renew the leases
for additional terms of one to three years.

For both years, the Group has not entered into any new lease
agreements that are committed but not commenced.
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36 JRAR 36 SHARE CAPITAL
I8 ¥4 H e B
Number of Ordinary
shares shares
T Ik T#x
in thousands HK$°000
RFEZAE—H—H > ZF T4 At 1 January 2022, 31 December 2022,
+-_A=+—H ZF_=F 1 January 2023 & 31 December 2023
—H—HAR_F_=4H1+_H
=F—1 2,749,000 44,187,631

RS 7 s 2 W R 1 5513500 > 7 SRAT A 38 2 ARSI 4
TH{H

58 % B A A N A MO R B R A RS i A
LA e A T A BRAT B B ROR fr B — BB
HE o JIT A7 200 A A AR SRAT PR R 5% 2 T T Moz
& -

In accordance with section 135 of the Hong Kong Companies Ordinance,

the ordinary shares of the Bank do not have a par value.

The holders of ordinary shares are entitled to receive dividends as declared

from time to time and are entitled to one vote per share at meetings of the

Bank. All ordinary shares rank equally with regard to the Bank’s residual

assets.

37 HAMER T H 37 ADDITIONAL EQUITY INSTRUMENTS
2023 2022
T T TT
HK$’000 HK$’000
10£8 35 oo M I BR IF 22 A 4% fE AR 4 US$1 billion undated non-cumulative subordinated
— B AR additional tier 1 capital securities 7,771,390 7,771,390
25.36f% L MEWI R IE A AR MHARSL  US$2.536 billion undated non-cumulative subordinated
— BRI additional tier 1 capital securities 19,897,375 19,897,375
27,668,765 27,668,765
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([25.36f8 K TUEIN—REAFE S |) - BE 253608
FIt (MR 49198978 0 » B FNBRAH B 2 817 1k
A%) © 25.361% I JURH I — B B A 25 A S 284.90%
BAAR > ARERE - EZ == +—H2Z2HM
SR ] H ) o Gn25.3608 35 LRI — A G AR SR 1A B
S 1) > 5% 25 43 VR M A T AF MR 0 I 4 000 0 I [ e
2 BRI — 2 2 W B 2 (2.25%4F 5 &) T
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ADDITIONAL EQUITY INSTRUMENTS (continued)

On 21 March 2018, the Bank issued Basel III-compliant Non-Cumulative
Subordinated Additional Tier 1 Capital Securities (the “US$2.536 billion
Additional Tier 1 Capital Securities”) in the aggregate amount of US$2.536
billion (equivalent to approximately HK$19,897 million net of related
issuance costs). The US$2.536 billion Additional Tier 1 Capital Securities
bear a 4.90% distribution until the first call date on 21 March 2023. If the
US$2.536 billion Additional Tier 1 Capital Securities are not called, the
distribution will be reset based on the then-prevailing 5-year US Treasury
yield plus a fixed initial spread (2.25% per annum) every 5 years. The
US$2.536 billion Additional Tier 1 Capital Securities qualify as Additional
Tier 1 capital under the Banking (Capital) Rules (Cap. 155L) (the “Capital
Rules”) and LAC debt instruments under the Financial Institutions
(Resolution) (Loss-absorbing Capacity Requirements — Banking Sector)
Rules (the “LAC Rules”).

The distribution shall be payable semi-annually, with the first distribution
payment date being 21 September 2018. The Bank has the right to cancel
distribution payment (subject to the requirements set out in the terms and
conditions of the US$2.536 billion Additional Tier 1 Capital Securities)
and the distribution cancelled shall not be cumulative. In addition, the
Bank must cancel distribution payment (subject to the requirements set
out in the terms and conditions of the US$2.536 billion Additional Tier 1
Capital Securities) if (a) the distribution scheduled to be paid together with
other distributions scheduled to be paid on any parity obligations during
the Bank’s then current fiscal year would exceed the Bank’s distributable
reserves; or (b) the HKMA directs the Bank to cancel such distribution, or
an applicable Hong Kong banking regulation or other requirement of the
HKMA prevents the payment in full of dividends or other distributions
when due on any other parity obligation.

On 21 March 2023, the Bank restated US$2.536 billion Additional Tier
1 Capital Securities. The optional call dates have been changed to 21
March 2028 and any subsequent distribution payment date thereafter.
The US$2.536 billion Additional Tier 1 Capital Securities bear a 5.8%
distribution until the revised first call date on 21 March 2028. If the
US$2.536 billion Additional Tier 1 Capital Securities are not called, the
distribution will be reset based on the then-prevailing 5-year US Treasury
yield plus a fixed initial spread (2.2192% per annum) every 5 years. The
US$2.536 billion Additional Tier 1 Capital Securities qualify as Additional
Tier 1 capital under the Banking (Capital) Rules (Cap. 155L) (the “Capital
Rules”) and LAC debt instruments under the Financial Institutions
(Resolution) (Loss-absorbing Capacity Requirements — Banking Sector)
Rules (the “LAC Rules™).

The distribution shall be payable semi-annually. The Bank has the right
to cancel distribution payment (subject to the requirements set out in the
terms and conditions of the US$2.536 billion Additional Tier 1 Capital
Securities) and the distribution cancelled shall not be cumulative. In
addition, the Bank must cancel distribution payment (subject to the
requirements set out in the terms and conditions of the US$2.536 billion
Additional Tier 1 Capital Securities) if (a) the distribution scheduled to be
paid together with other distributions scheduled to be paid on any parity
obligations during the Bank’s then current fiscal year would exceed the
Bank’s distributable reserves; or (b) the HKMA directs the Bank to cancel
such distribution, or an applicable Hong Kong banking regulation or other
requirement of the HKMA prevents the payment in full of dividends or
other distributions when due on any other parity obligation.



SR EFER
Annual Report 2023

37 FAMELR T H )

MoE - 4EEA B ARTBTASEE
WEAR W E =2k EEBEFI—HEARES ([10
EFEICBEI—HEARES]) > HEEH10fEETT (M
K77 7148 W 00 > B OB AR B 2 3547 B A) o 10
R ICRRIN— OB A R SR 5 B 3 3 M 43K > 4
RHEE EFE - NELA S+ —H 2 EEEE A -
W0fE RSN — S EATE SR R A v > %% 5
R M B T AT AR B R R AT 0 55 B R % 2 B RN
— R [ E 2 W12 B2 (2,59 4E B %) T LIE R o AR
AR > 1068 2 LRI — G AT S A GRS
AN — OB AS - ARGE ik 15 RE T BRI A A
LACTEHS 4% -

TP IRAG AR AR ST — R BEIR A A =
F— A — A o REATARERN 2 IR AT K (210
1B SR TTRAN — AR AR R 2 Mk % A ) o o 4
PR B HOH 2 20 IR R T 28 o MeAh s fR
() 7% 0 IR BLAS SRAT 5 I A AR BE A > HA = A7 (] <
HE 4 2675 1 43 IR — B S A Ry 3 B AR ST i HL T
S FEfEA AR > B(b) B RS 4 A SRAT U 2 20 IR A
AR BRI A s SR A A 91 B R ) LA R R
FEL 11 A SR AT 7 A ] HE At 7] 45 A it 8 25 20 IR 2 08 s A=
RS S (SR AE) - AN SRAT 0 IR 2>
URAS K (321015 25 TE RS — 5k A 78 0% 2 Ak B A
A 4 2 B2 BRI

ARRITEL - HBEEME TH F D NE LA
Zb e H AT AT AR 22 43 IR A S [ A R
VB [m] 2 1008 E e BN — M EARTE TR -

4 7 J A A AR SR AT o 4 A R TR R BORT S P R
5y o> WMARSRAT RISE BN — R EREHFR 2 A S > A
SRATAS MR A A > RIARSRAT IR &S R m
BN — G AR TGS 2 ARG R - BN — B ATE
75 I8 Bt A% — TE RE ] (Hong Kong Bail-in Power) © %4
BHAN— SR G A T8 S 2 R M 32 R B s B A R
ATAE LA R AR — JE SR 2 TH A ) -

() B GE S A AN — BUE AR R IR 2 A iR AR )
A B WK

(b) EEIN— A AT 2 RIS A K
B0 R A 0 AR SRAT B — & N 2 ety
HAt R85 A S8 5 &K
() BRFES—MEARBHRZENHAE - B IRA K
H K,/ s IR -

37

o T SRAT (W) A R4

Industrial and Commercial Bank of China (Asia) Limited

WEF =+ A=t —HILFE
For the year ended 31 December 2023

ADDITIONAL EQUITY INSTRUMENTS (continued)

On 21 July 2021, the Bank issued Basel ITII-compliant Non-Cumulative
Subordinated Additional Tier 1 Capital Securities (the “US$1 billion
Additional Tier 1 Capital Securities”) in the aggregate amount of US$1
billion(equivalent to approximately HK$7.771 billion net of related
issuance costs). The US$1 billion Additional Tier 1 Capital Securities bear
a 3.3% distribution until the first call date on 21 July 2026. If the US$1
billion Additional Tier 1 Capital Securities are not called, the distribution
will be reset based on the then-prevailing 5-year US treasury yield plus
a fixed initial spread (2.59% per annum) every 5 years. The US$1 billion
Additional Tier 1 Capital Securities qualify as Additional Tier 1 capital
under the Capital Rules and LAC debt instruments under the LAC Rules.

The distribution shall be payable semi-annually, with the first distribution
payment date being 21 January 2022. The Bank has the right to cancel
distribution payment (subject to the requirements set out in the terms and
conditions of the US$1 billion Additional Tier 1 Capital Securities) and
the distribution cancelled shall not be cumulative. In addition, the Bank
must cancel distribution payment (subject to the requirements set out in
the terms and conditions of the US$1 billion Additional Tier 1 Capital
Securities) if (a) the distribution scheduled to be paid together with other
distributions scheduled to be paid on any parity obligations during the
Bank’s then current fiscal year would exceed the Bank’s distributable
reserves; or (b) the HKMA directs the Bank to cancel such distribution, or
an applicable Hong Kong banking regulation or other requirement of the
HKMA prevents the payment in full of dividends or other distributions
when due on any other parity obligation.

The Bank has a call option to redeem all the outstanding the US$1 billion
Additional Tier 1 Capital Securities from 21 July 2026 or any subsequent
distribution payment date thereafter.

The principal of the Additional Tier 1 Capital Securities will be written
off up to the amount as directed by the HKMA if the HKMA notifies the
Bank that in the opinion of the HKMA or a relevant government body, the
Bank would become non-viable if there is no written off of the principal.
The Additional Tier 1 Capital Securities also contain Hong Kong Bail-
in Power. Each holder of the Additional Tier 1 Capital Securities shall be
subject to the exercise by the Hong Kong Resolution Authority to any or a
combination of the following:

(a) reduction or cancellation of all or a part of the principal and/or
distribution of the Additional Tier 1 Capital Securities;

(b) the conversion of all or a part of the principal and/or distribution
of the Additional Tier 1 Capital Securities into shares or other

securities or other obligations of the Bank or another person; and/or

(c) the amendment of the maturity, distribution payment date and/or
the distribution amount of the Additional Tier 1 Capital Securities.
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38 RESERVES

38.1 Group

(i)

(ii)

(iii)

(iv)

(v)

Bank premises revaluation reserve

The bank premises revaluation reserve has been set up and is
dealt with in accordance with the accounting policies adopted
for land and buildings in Note 2.12.

Fair value reserve

The fair value reserve comprises the cumulative net change in
the fair value of debt securities and loan measured at FVTOCI
until the financial assets are derecognised and is dealt with in
accordance with the accounting policies in Note 2.7.6.

Cash flow hedge reserve

The cash flow hedge reserve comprises the effective portion
of the cumulative net change in the fair value of hedging
instruments used in cash flow hedges pending subsequent
recognition of the hedged cash flow in accordance with the
accounting policy adopted for cash flow hedges in Note 2.7.4.

Exchange reserve

The exchange reserve comprises all foreign exchange
differences arising from the translation of the financial
statements of foreign operations. The reserve is dealt with
in accordance with the accounting policies set out in Note
2.11(c).

General reserve

The general reserve of the Group is comprised of a statutory
surplus reserve of a subsidiary represents 10% of the profit
after tax appropriation and 1.5% of the book value of risk
assets as required by law and regulation in the PRC. This
reserve is used to offset accumulated losses or increase in
capital.

As at 31 December 2023, the Group is not required to make

“Regulatory Reserve” (2022: Nil) from the retained earnings. The

regulatory reserve is maintained to satisfy the provisions of the

Hong Kong Banking Ordinance for prudential supervision purpose.

Movements in the reserve are made directly through retained

earnings and in consultation with the HKMA.

The consolidated profit attributable to shareholders of the Group
includes a profit of HK$5,063,947,000 (2022: HK$6,622,814,000)
which has been dealt with in the accounts of the Bank.
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38 RESERVES (continued)

38.2 AGRIT 38.2 Bank
Wi
WiEEE ATRERE  ATRERE Rai
Bank CLL) () M
premises Fair value Fair value Cash flow = ] TRBSA
revaluation reserve reserve hedge General Retained it
reserve (recycling) (non-recycling) reserve reserve earnings Total
T#x T#x T#x T T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000
REZZZE-A-A At January 2023 487,484 (3,541,135) (26,990) 101,548 219,200 60,221,546 57,461,653
WATBESL b2 HGE Change n far value of inancial assets measured
MNEEREEZAYHERY at fair value through other comprehensive
income - 2,133,160 (3,326) - - - 1,119,834
ENAFEERT Reclassification to consolidated income
EIeIN &Y G statement upon disposal of financial assets
ERREL R measured at far value through other
comprehensive income - 682,357 - - - - 682,357
HWBREIEWAE ZAFRE  Foir value of the hedged items atributable to
HEGalER hedged risk transferred to the consolidated
income statement - (898,944) - - - - (898,944)
EAREFAREN LA Net movements under cash flow hedges due to
RYEEREERER fair value of hedging instruments recognised
Hiriiag) and eclssfed - - - 39,985 - - 39,985
RIREEERR Revaluation surplus on bank premises 675 - - - - - 675
EREA Proftfor the year - - - - - 5063947 5063947
hye ncome tax effect (111) (282,956) - 10311 - - (272,756)
SBGEZRERSEE Net impairment losses on financial assets - 47,506 - - - - 47,506
FOMERTRZ AR Distrbutionsto additionalequity instruments - - - - - (1,320,726) (1,320,726)
REFZZEFZAZ1-H At31 December 2023 488,048 (1,759,812) (30,316) 151,844 219,200 63,964,767 63,033,731
SRR
EffRE  ATEERE  ATRERE ReiE
Bank () (R#E) W
premises Fair value Fair value Cash flow — Rl fREEA
revaluation reserve reserve hedge General Retained a5t
reserve (recycling) (non-recycling) reserve reserve eamings Total
T T T T T T T
HKS000 HKS000 HKS000 HKS 000 HKS 000 HKS 000 HKS 000
(S i At1 January 2022 483,859 780,244 (3092) (134692) 219,200 54,830,033 56,148,302
WATEEE L2 Change in fair vaue of financial assets measured
MNEEREEZAYHERE at fair value through other comprehensive
income - (6376,130) 397 B B B (637,166)
HENAFHEAIMAARE  Recassificaionto consolidated income
AEEBEERERMEE statement upon disposal of financial assets
GRlEE measured at fair value through other
comprehensive income - (549,758) - - - - (549,758)
SRR ZATREE  Fairvalue of the hedged itemsattibutable o
BRERRIER hedged risk transferred to the consolidated
income statement = 1,661,%1 = = = = 1,661,961
ERRE N TA Net movements under cash flow hedges due to
AFEEREER2RNZ fair value of hedging instruments recognised
i and eclassfed - - - 289 - - 890
ROREEHRR Revaluation surplus on bank premises 4341 = - - - - 4341
EREA Proftfor the ear - - - - - 6,620,814 6,620,814
g Income taxefect (16) 865,549 - (46,68) - - $21151
SREELREREGR Netimpairment losses on financial assets - 74,007 - - - - 74007
FMERTRZ AR Distributions to additional equity instruments - - - - - (1,231,921) (1,231,921
BREMERTR Redemption of an additional equity instrument - - - - - - -
g Sy gy At31 December 2022 487484 (3,541,139) (26990) 101,548 21900 60,221,346 5746165
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RELATED PARTY TRANSACTIONS

Listed out below is a summary of the balances and transactions entered
into during the ordinary course of business with the ultimate holding
company and fellow subsidiaries and associate, including the acceptance of
placement of interbank deposits, corresponding banking transactions and
off-balance sheet transactions. The activities were priced at the relevant
market rates at the time of transactions.

39.1 Ultimate holding company

2023 2022

T T T

HK$’000 HK$’000

FE A Interest income 4,005,474 1,290,839

I 7 e Interest expense* 1,403,721 1,101,546

I AL25 Operating income"?? 380,932 (173,119)

(- SE S Operating expense>* 8,071 8,150

JRE Wi 4 %A Amounts due from 104,518,139 88,100,460

JRE AT 455 Amounts due to* 97,242,167 131,315,530
1. WE—E—-tHFENAZ+HH ZF-N\E+HA+t 1. In accordance with the agreements dated 20 June 2017, 17 December

AR ZFZFSA A ARITHEAR
R - R RS - TSR AR B
G 468 5 T ) 1B R RAT A U AT (04T ) Wi
EHAYCA o

2. MBS EEZ LA LA WA RS Z GE AR R L K
“EEMNERLH AR ERBREFFH=+—
A K =% — A — -+ JLH 5T 2 0 R AR
o AT ARKERAFAZEF AR HEEE
e BE N R R S B R P B B AN 2 TR
FE AR AL G A5 5 T 30 e RS T i) o B A ]
Wi B AR 75 22 -

3. REARRTR -F 4+ A=+ HET L (R
T sk TG T B 78) 2 MR W sk A B A 84T — [H] I
AT S FR T AR A T H F L Z IR ko A
SRAT K2 LI Ja 2 R gt e A4 M 4 ) B B 44 2 M
G5 S A M5 2

4. MBEKERARR-ZF - —F=HJLATLZH
Blthak > L5 T vs 2 W 2 T i A 2 AL AR R,
32t R f FRE R BT R R =T =443 Tl 1,257,584
W5 I 526,769,833%5 70 (& = TUAF 1 1,394,511%5 70 K
6,802,541 70) » HAr Rl FEAFI B 32 Ko 23 o

5. VB IE B AL N W T L 2 A A TR
T AR E A 2 R 1R30,443,127W 00 (ZF T
4F : FE51H588,441,31170) ©
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2018 and 20 October 2022, management fee income was received from
the Hong Kong Branch of ICBC (the “Branch”) for the provision of
services such as accounting and budgeting, internal audit, marketing
and back office settlement and clearing.

2. In accordance with the custodian and trustee services agreement
dated 4 September 2007 and the supplemental custodian and trustee
services agreements dated 16 May 2008, 31 December 2009 and 19
January 2015, services fees were paid by the ultimate holding company
to the Bank for providing custodian, settlement and clearing services
in relation to the investments outside the PRC in certain investment
products by the customers of the ultimate holding company in
connection with the Qualified Domestic Institutional Investor Scheme
of the PRC.

3. In accordance with the service level agreements with the Bank dated
30 December 2022 (as amended and supplemented by supplemental
agreements), and the service levels agreement with a subsidiary of the
Bank dated 12 April 2022, service fee expense was paid to the ultimate
holding company for the provision of data processing services to the
Bank and its subsidiary.

4. In accordance with the tenancy agreement with the ultimate holding
company dated 9 March 2021, interest expense on lease liabilities and
depreciation of right-of-use assets for the leasing of property located in
Hong Kong are HK$1,257,584 and HK$6,769,833 respectively during
2023 (2022: HK$1,394,511 and HK$6,802,541 respectively), and these
are included in interest expense and operating expenses, respectively.

5. Net operating income includes net loss arising from the derivatives with
ultimate company in the amount of HK$30,443,127 during 2023 (2022:
net loss of HK$588,441,311).
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(i)
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(iii)

AR it &

A ERAT I Wi 3 i 8 T R gl B R AE
Z A FHER B 4,421, 741800 (—F
4E 1 4,071,465,909% 7C) ©
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ASRAT 2 B3 F11,422,000,0009 76 (—
A 1 1,388,000,00045 7)o A E
AR ARERATEE bk 52 5 18] 4 AT S A
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39 RELATED PARTY TRANSACTIONS (continued)

39.1 Ultimate holding company (continued)

(i)

(ii)

(iii)

Committed facilities

The Bank also received conglomerate guarantee on loan from
the ultimate holding company in the amount of HK$4,421,741
(2022: HK$4,071,465,909).

Undertaking from the ultimate holding company

To demonstrate its support to the Bank, a letter of comfort
dated 3 July 2001 was executed by the ultimate holding
company, pursuant to which it will provide the Bank with such
funding as may be required by the Bank to ensure that it will
maintain sufficient capital and liquidity levels.

Simultaneously on 3 July 2001, the ultimate holding company
and the Bank entered into a guarantee agreement whereby
the ultimate holding company agreed to guarantee to the
extent of HK$9,000,000,000 the payment obligations of
certain customers whose “large exposures” were transferred
to the Bank pursuant to a business transfer agreement and to
indemnify the Bank in respect of any losses incurred if any
obligation of such customers becomes unenforceable. There
was no such on-balance sheet large exposures of the Bank
covered by this guarantee as at 31 December 2023 (2022: Nil).

Sub-participation of loans

The Bank entered into various capital markets transactions
with the Branch, which include arranging participation/sub-
participation in loans, acquiring and disposing of interests
in syndicated or individual loans, subscribing to and/or
issuing of debt securities and tax efficient financing. These
transactions included sub-participation in loans of the Bank
by the ultimate holding company and/or the Branch for a total
of HK$1,422,000,000 (2022: HK$1,388,000,000). The total
fee attributable to the above transactions of approximately
HK$1,544,000 was paid by the Bank to the Branch in 2023
(2022: HK$1,770,000). These transactions were priced based
either on the terms of the underlying loan agreement, if
applicable, or prevailing market rates if such comparable rates
were available, or on terms that were no less favorable than
those available to other independent loan members.
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39 BAEA G @ 39 RELATED PARTY TRANSACTIONS (continued)
39.2 ] & M} & A =] 39.2 Fellow subsidiaries
2023 202}
T TH#TT
HK$°000 HKS$°000
FLE A Interest income 188,246 69,034
B S Interest expense 85,032 36,071
EEINPN Operating income' (111,680) (321,385)
CESE Operating expense 189 1,775
JRE Wig 4 #H Amounts due from 2,107,593 1,896,593
JREAST 42 %8 Amounts due to 4,129,293 2,746,209
1. 7 S AL 4 B[R] R B A W) RT S 2 AT AR 1. Net operating income includes net loss arising from the derivatives

THR =R = =4 A 2 i E1H121,420,000%
JC (R AR i E1H328,471,4641 0T ©

39.3 [ AT

with fellow subsidiaries in the amount of HK$121,420,000 during 2023
(2022: net loss of HK$328,471,464).

39.3 Associates

2023 2022

T#L AR

HK$’000 HK$’000

B WA Interest income 1,035 -
F S 3 Interest expense 8,343 2,774
CE LN Operating income 209 7
JRE Wi 4 B Amounts due from - -
JRE A 42 %8 Amounts due to 10,653 246,288

39.4 SR Aih 50 5 13 ) T 8 % BOR R 2 22 5

S DL [0 5% A o IR A ] ) 52 5 AR
I 3 A B I A 1R 2 0 28 S k)
WEEWLS

o P BEIRECE

39.4 Transactions with other state-controlled entities and
government authority

Transactions with the following state-controlled entities and
government authority are considered as individually significant or
collectively significant to the Group:

. The Ministry of Finance of the PRC

o FIE SR EARE(EAE ([ES ) . Central Huijin Investment Limited (“Huijin”)
o WE 4 A AW 25 2 52 TH R B 38 s 2 . Other banks and financial institutions under the direction of
oA SR AT K 4 il B A the PRC government in which Huijin has equity interests

2023 202}
T#T THs T
HK$’000 HKS$’000
FlLE WA Interest income 1,565,426 812,453
F S 3 Interest expense 718,152 81,085
EION Operating income 27,741 160,171
(e S Operating expense - =
JRE Wi 4 A Amounts due from 35,076,365 42,233,556
JRE A 4 BH Amounts due to 8,914,760 14,501,591

B4k > 7 45 [ 75 AT e B HCAth B 5 42 1 BT A %
B W B AT 52 55 36 (ELAS BRI 7 £ A0 42
k5 E BRI o R RR Sy 0 LA R
22 1) T A D IR M B AR AT B2 B R E 3
i 4 T R AR 2 L A B A B L B 4 Tl 35
FHEAT o I o HEAEAT B 2 5 WA s i 1 ]
HEWA )
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In addition, the Group may also enter into transactions with other
state— controlled entities and government authority, including but
not limited to lending, deposit taking and the provision of financial
products or services. In the opinion of management, transactions
with these state-controlled entities and government authority
were conducted in the ordinary course of business under normal
terms and conditions and at market rates. As a result, none of these
transactions are considered individually significant.
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39 RELATED PARTY TRANSACTIONS (continued)
39.5 Key management personnel remuneration

Remuneration for key management personnel, including the Bank’s
directors’ emoluments, is as follows:

2023 2022

T#T T

HK$°000 HK$’000

1l 5 48 A Employee benefits 41,758 48,895

39.6 HMEBITHARZEKRRZS

BN A BB N LA IE ST
HEAT 2 SRAT A5 - S R S HABRTA - A7 3K
Lo LAty 5 AR B 22 5 o BN L B A AR SR AT
ZEEATHN B - KR AR B 52 HAE )

39.6 Material transactions with key management personnel

During the year, the Group entered into certain banking transactions
consisting of loans and advances, deposits and other financial
related transactions with related parties in the normal course of
business. The related parties include key management personnel of

BRMEZ /N o the Bank, their close family members and companies controlled or
significantly influenced by them.

2023 2022
T#T T#T
HK$°000 HKS$’000
FE A Interest income 216 48
FIR Interest expense 3,433 685
(e LN Operating income 13 4
B Operating expense 59 21
A2 H A R IE Loans and advances 13,904 6,852
17k Deposits 205,912 138,995

397 MTEFLAFEFAMAZHBZHEKX

R A 5 2 WA 1) 53383(1) () M6k B 24 ) (¢ %
2 4 EORE) B 8 30 40 45 8 1 AR SRAT Y

39.7 Loans to directors and entities connected with directors

Loans to directors of the Bank, including loans to bodies corporate
controlled by them, disclosed pursuant to section 383(1)(d) of the

P AR > B ) B I ) A Tk A R Hong Kong Companies Ordinance and Part 3 of the Companies
o (Disclosure of Information about Benefits of Directors) Regulation
are as follows:
RT+=A=F+—HZ
AR AR 05 A TN I 5 B
Balance outstanding at Maximum balance
31 December during the year
2023 2022 2023 2022
T#xT T TT T T T
HK$’000 HK$°000 HK$’000 HK$’000
R A B KA AR Aggregate amount outstanding in respect of
principal and interest 14,433 7,089 14,440 37,451
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TRANSFERRED FINANCIAL ASSETS

The Group enters into transactions in the normal course of business by
which it transfers recognised financial assets to third parties. In some cases
these transfers may give rise to full or partial derecognition of the financial
assets concerned. In other cases where the transferred assets do not qualify
for derecognition as the Group has retained substantially all the risks and
rewards of these assets, the Group continued to recognise the transferred
assets.

Repurchase transactions and securities lending transactions

Transferred financial assets that do not qualify for derecognition
mainly include debt securities held by counterparties as collateral under
repurchase agreements and debt securities lent to counterparties under
securities lending agreements. The counterparties are allowed to sell
or repledge those securities sold under agreements to repurchase in
the absence of default by the Group, but has an obligation to return the
securities at the maturity of the contract. If the securities increase or
decrease in value, the Group may in certain circumstances require or be
required to pay additional cash collateral. The Group has determined that
it retains substantially all the risks and rewards of these securities and
therefore has not derecognised them. In addition, it recognises a financial
liability for cash received as collateral.

Discounted bills transactions

The Group enters into discounted bills transactions in the normal course
of business by which it transfers discounted bills to third parties in the
PRC with recourse term which would give rise to the Group’s continuing
involvement in the transferred assets. As at 31 December 2023, the Group
did not retain obligation on those PRC discounted bills transferred and
derecognised but not matured (2022: HK$625,355,000). All the transferred
discounted bills as at year will be matured within a year.
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40 45 il E I R o) 40 TRANSFERRED FINANCIAL ASSETS (continued)
| 2% Ay b ol £ BRI AG B — O T AN A A A Lk R R AR A The following table analyses the carrying amount of the above mentioned
H) 4 Rl 7 % R R 45 i i ) R T (L T financial assets transferred to third parties that did not qualify for

derecognition and their associated financial liabilities:

—2-=##+=-H=+—H
31 December 2023
Tl e 2 e B £1 4%
18 JH% v L 18 % i L

Carrying Carrying

amount of amount of

transferred associated

Assets liabilities

Tt T

HK$’000 HK$°000

[i] i 1 e Repurchase agreements 2,836,468 2,724,168
i H 8 5 Th Securities lending agreements 6,615,083 6,045,890

SR CHEFH=T—H
31 December 2022

G A B B fi

11 B T L F19 I T (L

Carrying Carrying

amount of amount of

transferred associated

Assets liabilities

Tt Tt

HK$’000 HK$’000

[s] i 7 ke Repurchase agreements 5,471,755 5,236,218
i 78 25 1 ok Securities lending agreements 11,384,221 10,419,636
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41 BEEHABERINRE 41 OFF-BALANCE SHEET EXPOSURES
41.1 B AR KRR IE 41.1 Contingent liabilities and commitments

PATF B 2 BT B9 B8 AL ORI &

The following are summaries of the contractual amounts of each

# & BE A significant class of contingent liabilities and commitments:

2023 2022

2023 15 R B 2022 i T JEL B

TREW A1 BHER JinHe

Contractual Credit risk Contractual Credit risk

amount weighted amount weighted

T#x T#x T T T T

HK$’000 HK$’000 HKS$’000 HK$’000

B B A Direct credit substitutes 13,067,665 7,317,160 18,309,410 16,132,816

B AR 5 A5 B 2 Bk FEIE Transaction-related contingencies 570,852 204,131 340,886 147,828

BL¥E 5y A BH 2 s SR R IH Trade-related contingencies 28,325,139 5,575,534 12,063,820 2,286,693

7t ) E Wi Forward asset purchases 138,397 166,700 165,904 199,583
JEEH H A F 2 HABAYE © Other commitments with an original

maturity of:

AT S AR AP T Unconditionally cancellable 143,866,599 - 145,948,402 =

JREI A H D gk — 4R With original maturity of less than one year - - 781,301 318,916

JEEIHA B AE—4E DLk With original maturity of over one year 57,201,086 25,720,312 56,669,862 25,762,124

243,169,738 38,983,837 234,279,585 44,847,960

AR BB PR A 1 0 O N U
V8 e R 2 ety B 5 KA 2 s A
JAAE R~ BB IE 2 B S R B AR 5 > A
LR FEARR TR - G55 A8 ~ SRR
R o AR BAE B TR Py e 2 B B
R Bk Bl ji) B 5 45 B B o e 2 A5
R A TR o < 40 < R 2 i 5 4 8 9 B 4 AR
T B 7 5 4t 2R 28 o T R 35 JERU B < 8 o e R fl
A A REAE R AC SR IUT BN - & A SRS
MBI RAKB S -
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Contingent liabilities and commitments arise from forward asset
purchases, amounts owing on partly paid-up shares and securities,
forward deposits placed, asset sales or other transactions with
recourse, as well as credit-related instruments which include letters
of credit, guarantees and commitments to extend credit. The risk
involved in these credit-related instruments is essentially the same
as the credit risk involved in extending loan facilities to customers.
The contractual amounts represent the amounts at risk should the
contract be fully drawn upon and the client default. As the facilities
may expire without being drawn upon, the contract amounts do not
represent expected future cash flows.
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41 OFF-BALANCE SHEET EXPOSURES (continued)

41.2 Capital commitments

Capital commitments for property, plant and equipment
outstanding as at 31 December 2023 not provided for in the

B consolidated financial statements were as follows:

A4

Group
2023 2022
T TH#sTT
HK$’000 HKS$’000
ErTAMERBHZ Tl Expenditure contracted but not provided for 144,714 192,150
ERMEM R Z Expenditure authorised but not contracted for 41,788 10,065
186,502 202,215

413 BEMAZHE

7% A1 T AR 457 A AL 46 22 B 2 i A 1 T
INAE Z FRA AL H A G W3 (AR B 05 e
WiFEE27) o FH A0 M6 AR — MBI AR A AR A RS A
HEAT £ 4 > S AT ) A AR 482 56 Ry i DL B AR <
E i i -

MR =T ZH=E+—H > AL
T 2] 407 400 R AR 9 A T AR Y AR A 4 R R 2k
JEWOCH AR AR A B e AR A = AR A T

41.3 Operating lease arrangements

The Group leases its investment properties (Note 27 to the
consolidated financial statements) under operating lease
arrangements, with leases negotiated for terms ranging from two to
eight years. The terms of the leases generally also require the tenants
to pay security deposits and provide for periodic rent adjustments
according to the then prevailing market conditions.

As at 31 December 2023, the Group had total future minimum lease
receivables under non-cancellable operating leases with its tenants
falling due as follows:

2023 2022

T#L T

HK$’000 HK$’000

— " Within one year 4,512 1,958
—EREHLF (B EREWF) From one year to fifth years, inclusive 4,103 2,242
8,615 4,200

RN > AR A A R TR U S AR A (2%
AR ) o

During the year, the Group had no unrecognised contingent rentals
receivable (2022: Nil).
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FINANCIAL LIABILITIES
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Financial assets subject to offsetting, enforceable master netting

P B o ok arrangements and similar agreements
06 R UL R 2
Amounts not offset in the statement of financial position
R g
Y RUEH  RBUKZS
EW¥ERE A ZEH
2 B Gross  Net amounts
Gross amounts presented Cs 4
amounts of offset in the in the g
recognised statement statement AT R Cash
financial of financial of financial Financial collateral % ]
assets position position instruments received Net amount
T#x T Tl T#x T#x T#x
REZFT=44TH=Z4—H  At31December 2023 HK$000 HK$000 HK$°000 HK$°000 HK$°000 HK$°000
ik &MEE Derivative financial assets 4,694,687 - 4,694,687 (2,653,566) (2,041,121) -
HAh Other assets 376,092 - 376,092 (343,085) - 33,007
5,070,779 - 5,070,779 (2,996,651) (2,041,121) 33,007
N 06 8 R L 2 I R 2 4
Amounts not offset in the statement of financial position
R B
2y §- RoEK  RAEEH
SWAK  MAZ A Z
2% Gross  Net amounts
Gross amounts presented [R5 B
amounts of offset in the in the i
recognised statement statement SMIR Cash
financial of financial of financial Financial collateral T
liabilities position position  instruments pledged  Netamount
T Tl T T T T
REFZ=4FZH=1—H  At31December 2023 HK$000 HK$000 HK$000 HK$°000 HK$°000 HK$°000
ik = Derivative financial liabilities 5,508,045 - 5,508,045 (2,653,566) (1,685,274) 1,169,205
HoAh & & Other liabilities 574,503 - 574,503 (343,085) - 231,418
6,082,548 - 6,082,548 (2,996,651) (1,685,274) 1,400,623
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42 A REE K AR 2 K8 ) 42 OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES (continued)

Al 488 B AR L TR R 2
Amounts not offset in the statement of financial position
T B T B
kR KRR

CHEsR sz A% 2
& ﬁﬂ %F Gross Net amounts
b kil amounts presented 2l &
Gross offset in the in the A
amounts of statement statement SRMTH Cash
recognised of financial of financial Financial collateral BH
financial assets position position instruments received Net amount
T T T SRV Tt T
MEFZZHEFZHZT—H  At31 December 2022 HK$'000 HK$'000 HK$°000 HK$'000 HK$'000 HK$’000
Tl 4 Derivative financial assets 9,169,836 - 9,169,836 (5,496,873) (429,007) 3,243,956
Aty Other assets 315,304 - 315,304 (271,219) - 44,085
9,485,140 - 9,485,140 (5,768,092) (429,007) 3,288,041

Sl S B S R L TR 2
Amounts not offset in the statement of financial position
T B 5 T B
E R RiLzm  RIEERS

ﬁﬁﬂ!ﬁ% 85 2 Z
2R Gross Net amounts
Gross amounts presented CaEME &
amounts of offset in the in the Bl il
recognised statement statement SHIA Cash
financial of financial of financial Financial collateral e
liabilities position position instruments pledged Net amount
T T Tk T T T
RZFEZZHFEFZH=+—H  At31December 2022 HK$'000 HK$'000 HK$000 HK$000 HK$'000 HKS$'000
fitE A Derivative financial liabilities 8,434,873 - 8,434,873 (5,496,873) (2,455,459) 482,541
oA & & Other liabilities 359,745 = 359,745 (271,219) 88,526
8,794,618 - 8,794,618 (5,768,092) (2,455,459) 571,067
WA AL AT AR R R WA R Financial assets and financial liabilities are offset and the net amount
o 5 A L R AT 45 e [ IHEIE%? R fERaE is reported in the statement of financial position when there is a legally
S VA E e 4 B R A T 4 B 0 A BA IR I 2R TR enforceable right to offset the recognised amounts and there is an
R EED - intention to settle on a net basis, or realise the asset and settle the liability
simultaneously.
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OFFSETTING OF FINANCIAL ASSETS AND
FINANCIAL LIABILITIES (continued)

Derivatives and reverse repurchase/repurchase agreements included

in amounts not offset in the statement of financial position relate to

transactions where:

. the counterparty has an offsetting exposure with the Group and a

master netting or similar arrangement is in place with a right of set

off only in the event of default, insolvency or bankruptcy, or the

offset criteria are otherwise not satisfied; and

. cash collateral received/pledged in respect of the transactions

described above.

The tables below reconcile the “net amounts of financial assets and

financial liabilities presented in the consolidated statement of financial

position”, as set out above, to the derivative assets, other assets, derivative

liabilities and other liabilities presented in the consolidated statement of

financial position.

T St S sy ; It e
31 December 2023

R CHEFZA=1T—H
31 December 2022

ik TR E R Wb ik LHERE HAbE =
Derivative Other Derivative Other
assets assets assets assets
T#x Tl TT T
HK$°000 HK$°000 HKS$000 HKS$000

I bSOk 78 B2 K8 % HF - Financial assets subject to offsetting
A A E arrangement as stated above 4,694,687 376,092 9,169,836 315,304

RIS 8 95 5 4 Financial assets not in scope of

ZEREE offsetting disclosure 4,527,155 7,747,070 8,527,377 8,234,328
9,221,842 8,123,162 17,697,213 8,549,632

ZR=EHFZAZT—H

“E-_H#+-RA=+—H

31 December 2023 31 December 2022
AT A Hafifs A THAM Hofh & 5
Derivative Other Derivative Other
liabilities liabilities liabilities liabilities
T#x T#xT TH#TT TH# T
HK$’000 HK$°000 HK$000 HK$’000
PR Rz SR A S E Amount of financial liabilities after
offsetting as stated above 5,508,045 574,503 8,434,873 359,745
AN SR 854 5% 7% 4 [ A Financial liabilities not in scope of
ZEmA R offsetting disclosure 3,038,262 11,842,004 7,792,040 9,999,685
8,546,307 12,416,507 16,226,913 10,359,430
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43 BANKLEVEL STATEMENT OF FINANCIAL

POSITION
SRR Bt St i
+=ZHA=+—H +=-H=+—H
31 December 31 December
2023 2022
T#L T#s 7T
HK$°000 HK$’000
g3 Assets
4 T A SRAT[A] 25 F HoAth 4 b i Cash and balances with banks and other financial
2GR institutions 32,183,282 35,218,194
TESRAT 7] 25 Ko HoAth 4 il A% A 2 A7 2K Placements with banks and other financial institutions 162,815,685 181,290,566
fii A TR Derivative financial instruments 8,478,946 17,398,057
A R R At AR JE Advances and other accounts 363,291,494 359,673,452
B ey Financial investments 216,576,864 195,275,322
= /N P g < Investments in associates 151,955 301,955
R B A2 E Investments in subsidiaries 13,413,982 13,885,247
P % H A e T Goodwill and other intangible assets 947,477 950,184
# %% * Investment properties 208,300 209,000
E V&L Property, plant and equipment 1,183,104 1,492,808
0 4E iy 15 Bl Deferred income tax assets 1,030,310 1,315,648
HoAth & Other assets 8,177,910 8,531,081
% AR Total assets 808,459,309 815,541,514
£ 4% Liabilities
SRAT[A] 3 Ko HoAth 4 Bl A 22 A7 K Deposits from banks and other financial institutions 89,987,196 122,696,855
ZHIEH T2 Ak Trading liabilities 75,049 9,956
fir A 4 TR Derivative financial instruments 8,482,007 16,174,184
B P A7 Deposits from customers 551,249,837 520,368,875
AT A7 RS Certificates of deposit issued 1,899,857 3,216,208
BB TS5 Debt securities in issue 9,775,957 13,255,373
JEAT BT A5 B B 1 Current income tax liabilities 461,348 767,282
HoAth £ £ Other liabilities 11,637,931 9,734,732
B Total liabilities 673,569,182 686,223,465
B Equity
il&N Share capital 44,187,631 44,187,631
88 v A Retained earnings 63,964,767 60,221,546
HoAth 5 A Other reserves (931,036) (2,759,893)
St JB A A SR AT R RN £ AR AR Total equity attributable to shareholders of the Bank 107,221,362 101,649,284
THAMESE T H Additional equity instruments 27,668,765 27,668,765
HE % 48 58 Total equity 134,890,127 129,318,049
R4 M B (R AR Total equity and liabilities 808,459,309 815,541,514

MEFGR T PIFEZA —+— HHE AT

Approved and authorised for issue by the Board of Directors on 21 March

oo 2024.
BN T ik Liu Yagan Wu Long
FEHRIFEHITEHE FIEFR  PITEFFITHEE Chairman & Executive Director Vice Chairman, Executive Director &

Chief Executive Officer
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THE ULTIMATE HOLDING COMPANY

In the opinion of the directors, the ultimate holding company of the Bank
is Industrial and Commercial Bank of China Limited, which is established
in the PRC and produces consolidated financial statements available for
public use.

INVOLVEMENT WITH UNCONSOLIDATED
STRUCTURED ENTITIES

The Group holds an interest in some structured entities sponsored by
third party institutions through investments in the notes issued by these
structured entities. Such structured entities include investment funds and
segregated asset management plans and the Group does not consolidate
these structured entities. The nature and purpose of these structured
entities are to generate fees from managing assets on behalf of investors
and are financed through the issue of notes to investors.

The following table sets out an analysis of the carrying amounts of interests
held by the Group in the structured entities sponsored by third party
institutions:

—2_=4#1+_-HA=1+—H
31 December 2023
WewifE RN

Carrying Maximum
amount exposure
T#L T#L
HK$’000 HK$’000
BG4S Investment funds 4,789,478 4,789,478
—E I CFEF+H=+—H
31 December 2022
MR mKBERED
Carrying Maximum
amount exposure
AP T
HK$’000 HK$°000
BO& 4 Investment funds 6,227,899 6,227,899
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45 INVOLVEMENT WITH UNCONSOLIDATED
STRUCTURED ENTITIES (continued)

The following table sets out an analysis of the line items in the statement

of financial position as in which assets were recognised relating to the
Group’s interests in structured entities sponsored by third parties:

R =g A=1—H
31 December 2023

PLA PR fE
MR
AR &R # %
Financial
investments
£k measured at
Loans FVTPL
T#T T#L
HK$’°000 HK$’000
BEHEE Investment funds - 4,789,478
SEF A =+—H
31 December 2022
PLAFEE
HH 4 R
A R4 R4
Financial
investments
i=9 4 measured at
Loans FVTPL
TH#s 7T TH#TT
HKS$’000 HK$’000
Bg RS Investment funds 1,550,057 4,677,842
bl & 4 %A 46 COMPARATIVE AMOUNTS

AT T CE R T AR AR 4 S BR AN 2 B
5 R i W7 K e

Certain comparative figures have been reclassified to conform to the

financial statement presentation adopted in the current year.
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R B T SR AT R 334

TERE ¢ (852) 3510 8888

i S (852) 2805 1166
FRA ¢ 7 v B AR R 5 A 872%
SR17 ] B AR © UBHKHKHH
4441k - http://www.icbcasia.com

AT HWE R

Ve R4 4T

T VG 8 M 2 5 KA VG 242-244 5%

VG R N B BA Oy (O SR A IR )

T ik {0 8 P 345-345 A T 255 &

LB AT

T 7 b B 3 o 317-319 % R4 o 2 K 5 M R FAR

BJE KE P 517
R ER 2 e K T 122-1265% Ml i & —

h R AT

s B 5 K hosR 1AL

&S AT

& S os YR A — L 181013-101455 &l

4 S5 N\ BLEA oty (O SR A IR )
B A B I 95 HR A% — L 181019-1020%8 il

B AT

T s B AH 2098 B BLOK B Ml R
AT 4T

s 8 e FFE 117-123%%
AT AT
A 13398 E B O R
B 55 4> AT

T 7 S M o 23k
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HEADQUARTERS

33/F., ICBC Tower,

3 Garden Road,

Central, Hong Kong

Telephone: (852) 3510 8888
Facsimile: (852) 2805 1166

Post Box: GPO Box 872 Hong Kong
SWIFT: UBHKHKHH

Website: http://www.icbcasia.com

BRANCHES - HONG KONG ISLAND

West Point Branch
242-244 Queen’s Road West,
Sai Ying Pun, Hong Kong

West Point Personal Banking Centre (No teller service)
Shop 2, G/F, 345-345A Des Voeux Road West, Hong Kong

Sheung Wan Branch
Shop F, G/F, Kai Tak Commercial Building,
317-319 Des Voeux Road Central, Sheung Wan, Hong Kong

Queen’s Road Central Branch
Basement, Ground Floor and First Floor of 122 QRC,
Nos. 122-126 Queen’s Road Central, Hong Kong

Central Branch
Shop A1, 1/F, 9 Queen’s Road Central, Hong Kong

Admiralty Branch
Shop 1013-1014, 1/F, United Centre,
95 Queensway, Admiralty, Hong Kong

Admiralty Personal Banking Centre (No teller service)
Shop 1019-1020,1/F., United Centre,
95 Queensway, Admiralty, Hong Kong

Caine Road Branch
G/F., Caine Building, 22 Caine Road, Hong Kong

Wanchai Branch
117-123 Hennessy Road, Wanchai, Hong Kong

Wanchai Road Branch
G/F Times Media Centre, No.133 Wan Chai Road, Hong Kong

Happy Valley Branch
23 King Kwong Street, Happy Valley, Hong Kong
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Aberdeen Branch
Shop 7A, G/F, Site 1, Aberdeen Centre, Hong Kong

Fortress Hill Branch
Shop A-C, G/F, Kwong Chiu Terrace, 272-276 King’s Road, Hong Kong

North Point Branch
G/F, 436-438 King’s Road, North Point,
Hong Kong

Quarry Bay Branch

Shop SLG1, Sub-Lower Ground Floor,
Westlands Gardens, Nos. 2-12, Westlands Road,
Quarry Bay, Hong Kong

Sai Wan Ho Branch
Shop G10 G/F, Tai On Building,
57-87 Shau Kei Wan Road, Hong Kong

Causeway Bay Branch

Shop A on G/F, 1/F, Hennessy Apartments,
488 & 490 Hennessy Road, Hong Kong
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BRANCHES - KOWLOON

Tsimshatsui East Branch
Shop B, G/F, Railway Plaza, 39 Chatham Road South,
Tsimshatsui, Kowloon

Tsim Sha Tsui Branch
Shop 03-05, Hong Kong Pacific Centre, 28 Hankow Road, Tsimshatsui, Kowloon

China Hong Kong City Branch

Shop No. 55, UG/F & Shop Nos. 15,16 & 17B,
1/F, China Hong Kong City, 33 Canton Road,
Tsimshatsui, Kowloon

Yaumatei Branch
542 Nathan Road, Yaumatei, Kowloon

Mongkok Branch
G/F, Belgian Bank Building,
721-725 Nathan Road, Mongkok, Kowloon

Prince Edward Branch
777 Nathan Road, Mongkok, Kowloon

Shamshuipo Branch
G/F, 290 Lai Chi Kok Road, Shamshuipo, Kowloon

Lai Chi Kok Branch
Shop G06, G/F, Cheung Sha Wan Plaza,
833 Cheung Sha Wan Road, Lai Chi Kok, Kowloon

Mei Foo Branch
Shop N95A, 1/F, Mount Sterling Mall, Mei Foo Sun Chuen, Kowloon

Ho Man Tin Branch
G/F, Tsan Yung Mansion, No. 70 Waterloo Road, Ho Man Tin, Kowloon

Oi Man Branch
Shop F18 & F19, Oi Man Plaza,
Oi Man Estate, Homantin, Kowloon

Hung Hom Branch
Shop 2A, G/F, Hung Hom Shopping Mall,
2-34E Tak Man Street, Hung Hom, Kowloon

Wong Tai Sin Branch
Shop 128, Level One, Temple Mall South,
103 Ching Tak Street, Wong Tai Sin, Kowloon

Telford Branch
Shop Units P19-P20, Telford Plaza, Kowloon Bay, Kowloon

Kwun Tong Branch
Shop 5&6,1/F, Crocodile Center, 79 Hoi Yuen Road,
Kwun Tong, Kowloon



SR EFER
Annual Report 2023

G AT — W 5 I

BRI AT
BT SN B AR SR B 11 5%
AR P R B 548135 9% B

1 B LA N BB ety (S BB A IR )
B A1 L R K S It 8%
#0320 1 1 1481025 B 555 #

N TR AT
I SR 148 L YR K S I 8%
S 0 9 0 230 7 25 181025 A BE Bl

395 47
B L3 55 25 B B M C63 A—C66 4 il

S 4T
BT TN H A 635 RE i O APEGO2

WL 17

ST AL 25 ¥ VD NE B 297-313 5% MR 4 K B b R 455 B

T WELE IR\ BB o (8 SEMERE R )

vk 25 VD I 96 315-323 9% £ K B M T 455 Al

RUKETE i)

B AR AL TR IR o BT GASR A K14

KELS AT
S A T P R LR B 521239 il

J6 44T
AT 13 197-1995F i

W4 47
AU H G 322 5

K547
BT R 4 B34 58 3858 55 B K B M T B

o T SRAT (W) A R4

Industrial and Commercial Bank of China (Asia) Limited

BRANCHES - NEW TERRITORIES

Tsui Lam Branch

Shop No. 135,5/F, Tsui Lam Square, Tsui Lam Estate,
No. 11 Tsui Lam Road,

Tseung Kwan O, New Territories

Tseung Kwan O Personal Banking Centre (No teller service)
Shop 1025B, Level 1, Metro City Phase II,

8 Yan King Road,

Tseung Kwan O, New Territories

Tseung Kwan O Branch

Shop 10254, Level 1, Metro City Phase II,
8 Yan King Road,

Tseung Kwan O, New Territories

Kwai Fong Branch
C63A-C66, 2/F, Kwai Chung Plaza,
Kwai Fong, New Territories

Kwai Chung Branch

Unit G02, Tower A, Regent Centre,
63 Wo Yi Hop Road,

Kwai Chung, New Territories

Sha Tsui Road Branch
Shop 4, G/F Chung On Building, 297-313 Sha Tsui Road,
Tsuen Wan, New Territories

Sha Tsui Road Personal Banking Centre (No teller service)
Shop 4, G/F, Kwong Yick Building,

315-323 Sha Tsui Road,

Tsuen Wan, New Territories

Tuen Mun San Hui Branch

Shop GA on G/F & 1/F, COO Residence,
8 Kai Fat Path,

Tuen Mun, New Territories

Tai Hing Branch
Shop 21-23 Tai Hing Commercial Complex, Tai Hing Estate,
Tuen Mun, New Territories

Yuen Long Branch
G/F, 197-199 Castle Peak Road,
Yuen Long, New Territories

Shatin Branch
Shop 22], Level 3, Shatin Centre, New Territories

Tai Po Branch

Shop F, G/F, Mee Fat Building, No 34-38 Tai Wing Lane,
Tai Po, New Territories
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103 Church Street George Town
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Tai Wo Branch
No. 216, L2, East Wing, Tai Wo Plaza, Tai Po,
New Territories

Sheung Shui Branch

Shop 2, G/F, San Fung Building,

No.33 San Fung Avenue, Shek Wu Hui,
Sheung Shui, New Territories

Queens Hill Branch
Shop No.1, G/F, Queens Hill Shopping Centre,
Queens Hill Estate, Fanling, New Territories

OVERSEAS BRANCH

Cayman Islands Branch

P.O. 1353

Harbour Place 5th Floor

103 Church Street George Town

Grand Cayman KY1-1108 Cayman Islands

PRINCIPAL SUBSIDIARIES

Chinese Mercantile Bank

ICBC (Asia) Bullion Company Limited

ICBC Asset Management (Global) Company Limited
ICBC (Asia) Nominee Limited

ICBC (Asia) Securities Limited

ICBC (Asia) Trustee Company Limited

ICBC (Asia) Financial Services Company Limited
TR T BB B (I A FRA R
SINO-CEEF Holding Company Limited
HRRLER AR (B M) B8 8 1A R A A

B M R % B AT R A

ASSOCIATED COMPANIES
SINO-CEEF Capital Management Company Limited

Infinium Holdings Limited

I A1) 4 7 F AT PR A
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