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KDB Asia Limited
Table OVA: Overview of risk management
31-Dec-2019

OVA

KDB Asia Limited (the “Company”) is a wholly owned subsidiary of Korean Development Bank ("KDB") and falls under the KDB risk
management framework. Under this structure, the Company has established policies and procedures, in line with the requirements set out
by the HKMA and other regulators to identify and analyse key possible risks that the Company may be affected, to set appropriate risk limits
and to implement controls, and to monitor such risks and limits continually by means of reliable and up-to-date management and information
systems. This framework enables the Board and Senior Management to discharge their risk management-related responsibilities with
appropriate delegation and checks and balances. The Company continually modifies and enhances its risk management policies and
systems to reflect changes in markets, products and operation risk management process.

The Company maintains risk management systems to measure and monitor exposures, identify areas of high risk, and ensure that the
magnitude of risk is within the tolerance level. In particular, the credit, market and operational risk management systems are also used for
assessing the capital adequacy.
Credit risks measurement system
The Company has established policies, procedures, and rating systems to identify, measure, monitor, control, and report on credit risk. In
this connection, guidelines for management of credit risk have been laid down in the Company’s risk management policy. These policies
stipulate delegated lending authorities, credit underwriting criteria, a credit monitoring process, an internal rating structure, credit recovery
procedures and a provisioning policy. They are reviewed and enhanced on an ongoing basis to cater for market changes, statutory
requirements, and best practices in risk management processes.
Market risks measurement system
The Company has formulated market risk management to identify, measure, monitor, control, and report on the market risk, where
appropriate, to allocate adequate capital to cover those risks. The risk control limits are approved by the Board and are monitored and
regularly reviewed to align with market changes, statutory requirements, and best practices in risk management processes. For measuring
and monitoring of market risk, market risk analysis is conducted on different dimensions, such as by risk factors, by regions, by currencies in
the form of potential loss and impact to capital adequacy. Risk limits and management action triggers are set with reference to the nature,
volume of transaction and risk appetite of the Company. Hedging and risk mitigation are performed corresponding to the market risk
exposures. Various strategies, including the use of traditional market instruments, such as interest rate swaps, are adopted by the Company
according to the complexity of the corresponding portfolio.
Relevant departments are established policies and procedures on market risk. Such policies and procedures taken into account of relevant
regulations and guidelines from the HKMA, other regulators, and KDB, and provide detailed guidance for the day-to-day implementation and
management of those risks. Also such policies and procedures already considered market risk limits for new purchases, existing securities
portfolio, and derivatives, and, as appropriate, should address exposures for individual instruments, instrument types, and portfolios. These
limits are integrated with limits established by the appropriate departments of the Company.
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KDB Asia Limited
Table OVA: Overview of risk management (continued)
31-Dec-2019

OVA

Operational risks measurement system
Operational risks refer to possible losses which may occur due to misleading internal procedures, employees, systems and external
incidents. Operational risk is closely monitored by Management. MIS reports with analysis and quantifying of each risk levels and manage
them accordingly.
Through a Control Self-Assessment ("CSA") program implemented at annual basis, concerned employees have to assess potential
operational risks, associated with their job activities in order to ascertain that such risks are properly managed in accordance with
established guidelines. Business continuity plans has developed by job function to guard against possible business disruptions due to
disasters, strikes and other emergencies. Yearly mock-up drills are held to ensure that major operations of the Company can be resumed
within a target timeframe in case of an emergency.
Interest rate risks measurement system
Interest rate risks refer to possible losses that might occur when interest rate movements negatively affect the Company’s financial status.
Continual monitoring of interest rate Value at Risk ("VaR") is ensured, which measures the reduction of net present value ("NPV") with
regular simulations based on scenarios of interest rate fluctuations; and through interest rate Earnings at Risk ("EaR"), which measures the
decrease of net interest income.
The Company effectively manages risks under the following principle to respond to the rapidly changing financial environments.
Risk Management Principles
• Identifying risk
To properly identify risks, the Company must recognize and understand existing risks or risks that may arise from new business initiatives.
Risk identification should be a continuing process, and should occur at both the transaction and portfolio level.
• Measuring risk
Accurate and timely measuring risk is essential to effective risk management system. Therefore, the Company should establish and maintain
a risk management system with the ability to control or monitor risk levels. Further the more complex the risk, the more sophisticated should
be the tool that measures it. The Company should periodically test to make sure that the measurement tools it uses are accurate. Good risk
measurement systems assess the risk of both individual transactions and portfolios.
• Monitoring risk
The Company should monitor risk levels to ensure timely review of risk positions and exceptions. Monitoring reports should be frequent,
timely, accurate, and informative and should be distributed to appropriate parties to ensure action is properly taken, when needed.
• Controlling risk
The Company should establish and communicate control limits through policies, standards, and procedures that define responsibility and
authority. These control limits should be a valid management tool. The Management should be able to adjust them when conditions or risk
tolerance levels changed. The Company should have a process to authorize exceptions or changes to risk limits when warranted.
• Risk must be managed within certain limits or guidelines in order to prevent undue exposure.
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KDB Asia Limited
Table OVA: Overview of risk management (continued)
31-Dec-2019

OVA

Risk Management Committee (“RMC”)
The RMC stands at the highest level of the Company’s risk governance structure below the Board and provides direct oversight over the
formulation of the Company’s institutional risk appetite, and sets the levels of risk that the Company is willing to undertake with regard to its
financial capacity, strategic direction, prevailing market conditions, and regulatory requirements. Also, the RMC establishes the Company’s
risk tolerance levels and then to review all risks assumed in the course of business of the Company. Its review will cover, but not limited to,
market, liquidity, credit, country, legal, reputation, strategic and operational risks and limits and the policies/procedures designed to mitigate
these risks. It will also review all proposed new products before launched.
The RMC should be held regularly on a monthly basis and additionally at any time as the Management may think necessary to warrant the
attention of the Company. The Company reports to the KDB on a monthly basis and KDB closely monitors the Company’s risk management
performance.
Audit Committee
The Company has established an Audit Committee serves as the last resort of the defence. The Board of the Company delegated
responsibility and authority to the Audit Committee in its oversight of the Company’s overall risk management and the integrity of financial
reporting and disclosures as well as the effectiveness of the internal control systems and the external and internal audit function.
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KDB Asia Limited
Disclosure on overview of RWA
31-Dec-19

(a)

(b)

31-Dec-19
US$
1,871,967,669
1,871,967,669
1,150,016
NA
934,375
-

30-Sep-19
US$
1,697,477,534
1,697,477,534
1,138,531
NA
906,608
-

(c)
Minimum capital
requirements
31-Dec-19
US$
149,757,413
149,757,413
92,001
NA
74,750
-

7,304,487

8,125,000

584,359

RWA

1
2
2a
3
4
5
6
7
7a
8
9
10
11
12
13
14
14a
15
16
17
18
19
19a
20
21
22
23
24
24a
25
26
26a
26b
26c
27

Credit risk for non-securitization exposures
Of which STC approach
Of which BSC approach
Of which foundation IRB approach
Of which supervisory slotting criteria approach
Of which advanced IRB approach
Counterparty default risk and default fund contributions
Of which SA-CCR
Of which CEM
Of which IMM(CCR) approach
Of which others
CVA risk
Equity positions in banking book under the simple
risk-weight method and internal models method
Collective investment schemes ("CIS") exposures - LTA
CIS exposures – MBA
CIS exposures – FBA
CIS exposures - combination of apporaches
Settlement risk
Securitization exposures in banking book
Of which SEC - IRBA
Of which SEC - ERBA (including IAA)
Of which SEC - SA
Of which SEC - FBA
Market risk
Of which STM approach
Of which IMM approach

-

Capital charge for switch between exposures in trading bood and banking
book (not applicable before the reivsed market risk framework takes effect)
Operational risk
Sovereign concentration risk
Amounts below the thresholds for deduction (subject to 250% RW)
Capital floor adjustment
Deduction to RWA
Of which portion of regulatory reserve for general banking risks and
collective provisions which is not included in Tier 2 Capital
Of which portion of cumulative fair value gains arising from the revaluation
of land and buildings which is not included in Tier 2 Capital
Total

4

-

-

NA
NA
NA
NA

NA
NA
NA
NA

NA
NA
NA
NA

17,416,667
17,416,667
-

22,891,026
22,891,026
-

1,393,333
1,393,333
-

NA
52,121,795
-

NA
51,150,641
-

NA
4,169,744
-

1,949,960,634

1,780,782,732

155,996,850

LI 1

KDB Asia Limited
Disclosure on differences between accounting and regulatory scopes of consolidation and mapping of financial statement categories with regulatory risk categories
31-Dec-19

Assets
Cash and balances with banks and other financial institutions
Placements with banks and other financial institutions
Trade bills
Financial assets at fair value through profit or loss
Loans and advances
Financial assets at fair value through other comprehensive income
Property and equipment
Right-of-use assets
Interest receivable and other assets
Total Assets
Liabilities
Deposits and balances of banks and other financial institutions
Deposits from customers
Financial liabilities at fair value through profit or loss
Certificates of deposit issued
Lease liabilities
Tax payable
Interest payable and other liabilities
Deferred tax liabilities
Total liabilities

(a)

(b)

(c)

(d)

Carrying values as
reported in published
financial statements

Carrying values under
scope of regulatory
consolidation

Subject to credit risk
framework

Subject to
counterparty credit
risk framework

subject to the
securitization
framework

subject to market
risk framework

US$

US$

US$

US$

US$

US$

101,796,366
19,997,880
392,517,783
38,655,280
1,369,057,990
444,279,844
935,371
6,752,175
24,877,145
2,398,869,834

101,796,366
19,997,880
392,573,328
38,655,280
1,372,951,694
444,279,844
935,371
6,752,175
24,877,145
2,402,819,083

1,116,230,769
1,046,173
2,596,851
817,480,901
6,764,556
3,296,427
28,169,133
485,129
1,976,069,939

1,116,230,769
1,046,173
2,596,851
817,480,901
6,764,556
3,296,427
28,169,133
485,129
1,976,069,939

5

101,796,366
19,997,880
392,573,328
35,377,322
1,372,951,694
444,279,844
935,371
6,752,175
19,897,714
2,394,561,694
-

(e)
Carrying values of items:

278,107
4,972,908
5,251,015
-

-

(f)

(g)

3,277,957
3,277,957
-

not subject to capital
requirements or subject
to deduction from
capital
US$
1,116,230,769
1,046,173
2,596,851
817,480,901
6,764,556
3,296,427
28,169,133
485,129
1,976,069,939

LI 2

KDB Asia Limited
Disclosure on main sources of differences between regulatory exposure amounts and carrying values in financial statements
31-Dec-19

1
2
3
4
5
6
7
8
9
10

Asset carrying value amount under scope of regulatory
consolidation (as per template LI1)
Liabilities carrying value amount under regulatory scope of
consolidation (as per template LI1)
Total net amount under regulatory scope of consolidation
Off-balance sheet amounts
Differences due to prepaid interest on CD Issued
Differences due to consideration of provisions
Differences due to collaterals against loans and advances
Differences due to default risk exposures for SFTs
Differences due to potential exposures for counterparty credit
Exposure amounts considered for regulatory purposes

(a)

(b)

(c)
(d)
Items subject to:

(e)

Total

credit risk
framework

securitization
framework

counterparty credit
risk framework

market risk
framework

US$

US$

US$

US$

US$

2,402,819,083

2,394,561,694

-

5,251,015

3,277,957

2,402,819,083
312,328,806
2,521,232,033

2,394,561,694
104,484,859
2,083,202
1,503,483
106,759
2,502,739,997

-

5,251,015
9,963,064
15,214,079

3,277,957
3,277,957
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KDB Asia Limited
Explanations of differences between accounting and regulatory exposure amounts
31-Dec-19
The following table describes the sources of differences from financial statements amounts to regulatory
exposure amounts, as displayed in templates LI1 and LI2:
a) Differences
between the
amounts in
columns (a) and
(b) in template
LI1

The differences are mainly attributable to the following factor:
- The carrying values reported in the financial statement are reported according to netting principal of relevant accounting stanard, while the exposure amounts for regulatory
purposes are reported in gross values.

The differences are mainly attributable to the following factors:
-The carrying values reported in the financial statement are reported according to netting principal of relevant accounting stanard, while the exposure amounts for regulatory
(b) The main drivers for the purposes are reported in gross values.
- The carrying values reported in the financial statement are after deduction of general and specific provisions while the exposure amounts for regulatory purposes are before
differences between
deducting specific provisions;
accounting values and
- Counterparty credit risk exposures for regulatory purposes consist of both the current exposures and the potential exposures which are derived by applying the credit conversion
amounts considered for
regulatory purposes shown factor (CCF) to the notional principal of the transactions or contracts.
in template L2

As part of the control process, fair value of financial instruments are determined with reference to external quoted market prices or observable model inputs and validated against
secondary sources when appropriate.
Fair value estimates are generally subjective in nature, and are made as of a specific point in time based on the characteristics of the financial instruments and relevant market
information.
Fair values of equity and debt securities that are traded in active markets are based on quoted market prices or dealer price quotations.
Fair values of unlisted open-ended investment funds is estimated using the net asset value as reported by the managers of such funds.
(c) Systems and
controls applied
to assets
valuation

The Company uses discounted future cash flow models for determining the fair value of interest rate swaps that use only observable market data and require little management
judgement and estimation.
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:
Level 1 - based on quoted prices (unadjusted) in active markets for identical assets or liabilities
Level 2 - based on valuation techniques for which the lowest level input that is significant to the fair value measurement is observable, either directly or indirectly
Level 3 - based on valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable
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KDB Asia Limited

CRA

Table CRA: General information about credit risk
31-Dec-2019
Credit risks refer to possible losses in the event of the failure of counterparties to carry out their obligations. Credit risks are measured for the
entire bank and for individual sectors across all assets exposed to risks. Limits are differentiated by industry based on analysis of risk levels
measured for each industry and loan concentration levels in the Company’s portfolio, and set limits by country in consideration of the economic
scale of each country and associated constraints.
The Company’s policies and procedures shall address significant activities and risks and provide detailed guidance for the day-to-day
implementation of the Company’s broad business strategy. Limits and authorities should be clearly provided in each area as well as to shield the
Company from excessive risks.
The Company has established policies, procedures, risk profile and rating systems to identify, measure, monitor, control, and report oncredit risk.
In this connection, guidelines for management of credit risk have been laid down in KDB Risk Management Policy which is in line with the
business strategy and risk appetite and above all, the regulatory guidelines and statutoryrequirements. These guidelines stipulate delegated
lending authorities, credit underwriting criteria, credit monitoring processes, aninternal rating structure, credit recovery procedures and a
provisioning policy. They are reviewed and enhanced on an ongoingbasis to cater for market changes, statutory requirements, and best practices
in risk management processes.
Identifying Credit Risk− Methods to be used include gathering and analyzing data from both internal and external sources. Departments of
loans, investments and trading are responsible for reviewing the data relative to establishing and managing credit risk exposure as well as
responding to changes in the quality of credits. All transactions containing credit risk components should include latest financial statements that
must be analyzed and reported to the RMC by relevant departments. All credit review files, external reviews or examinations, questionnaires,
recaps of credit reports, feedback will be maintained by relevant departments.
Monitoring Credit Risk− Analysis of the level of credit quality is accomplished as follows: Relevant department will assess the credit risk related
to loans or investments, and report the assessment immediately to the Management. The Management will review, interpret, and project
analytical data and listen to what the marketplace is saying. Credit risk should be actively monitored internally and externally through
independent review. Internal reports including annual credit reviews, financial statements, watch list and other reports will have direct feedback.
Controlling Credit Risk− Credit risk constraints, risk tolerances, and limits should be identified at the appropriate product/instrument, portfolio,
and institutional level. Information system should be established to enable the Management and the RMC to control credit risk factors such as
quality, pricing, concentration and aggregation in existing portfolio. Information system enables the Management to take appropriate steps in line
with various internal guidelines and react timely and appropriately to changes in economic, financial and business environment.
Counterparty credit risk limits
On a daily basis, the Company will monitor counterparty credit exposures to ensure adherence with the established limits. The credit ratings of
all counterparty will be validated and provided to Risk Manager for monitoring on a monthly basis. On an annual basis, validation of the
counterparty CAR and/or BIS capital ratios will be performed. The manager in charge of treasury will provide this information to Risk Manager.
Money market line for Korean banks and their branches and subsidiaries follows the KDB’s limits.
Large exposure to any counterparty or any Group of Related Counterparties shall not exceed the statutory limit of 25% of the Bank’s capital base
under Section 81 of the Banking Ordinance. However exposure limit to governments and banks and other particular types of counterparties may
be determined differently according to the Banking Ordinance.
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KDB Asia Limited
Disclosure on credit quality of exposures
31-Dec-19
(a)

(b)

(c)

(d)

Non-defaulted
exposures

US$
1
2
3
4

Loans
Debt securities
Off-balance sheet exposures
Total

-

US$
1,373,621,873
447,230,842
257,280,238
2,078,132,953

(f)

(g)

Of which ECL accounting provisions for credit
losses on STC approach exposures

Gross carrying amounts of
Defaulted
exposures

(e)

Allowances/
impairment

US$
4,563,883
196,698
133,912
4,894,493

9

Of which ECL
accounting provisions
Allocated in regulatory Allocated in regulatory for credit losses on IRB
category of specific
category of collective approach exposures
provisions
provisions
US$

US$
-

US$
-

-

Net values
(a+b-c)

US$
1,369,057,990
447,034,144
257,146,326
2,073,238,460

CR2

KDB Asia Limited
Disclosure on changes in defaulted loans and debt securities
31-Dec-19
(a)
US$
1
2
3
4
5
6

-

Defaulted loans and debt securities at end of the previous reporting period
Loans and debt securities that have defaulted since the last reporting period
Returned to non-defaulted status
Amounts written off
Other changes
Defaulted loans and debt securities at end of the current reporting period
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KDB Asia Limited
Additional disclosure related to credit quality of exposures
31-Dec-19
(i)

Credit quality of exposures analysed by geographical areas and remaining maturity:

Gross carrying amounts of
Defaulted
exposures
US$
1
2
3
4
5

HONG KONG
KOREA
CHINA
OTHERS
Total

(ii)

Credit quality of exposures analysed by industry and remaining maturity:

-

Non-defaulted
exposures
US$
786,177,443
332,903,542
580,544,482
378,507,486
2,078,132,953

Gross carrying amounts of
Defaulted
exposures
US$
1
2
3
4
5
6
7

Financial Concerns
Manufacturing
Wholesale and retail trade
Transport and transport equipment
Property development and investment
Others
Total

-

Non-defaulted
exposures
US$
620,051,927
515,549,049
276,116,514
103,076,858
131,160,810
432,177,795
2,078,132,953

Gross carrying amounts of non-defaulted exposures:
Allowances/
impairment

Net values

US$

US$
785,467,147
329,401,441
580,014,857
378,355,015
2,073,238,460

710,296
3,502,101
529,625
152,471
4,894,493

Within 1 month
US$
117,242,752
7,057,310
56,839,945
20,000,000
201,140,007

Between 1 to 3 months
US$
82,477,152
15,600,000
22,199,333
15,000,184
135,276,669

Between 3 to 12
months
US$
123,156,746
90,066,870
70,358,656
41,007,782
324,590,054

Between 1 to 5 years
US$
452,790,793
201,017,612
420,610,248
278,167,508
1,352,586,161

Over 5 years
US$
10,510,000
19,161,750
10,536,300
24,332,012
64,540,062

Gross carrying amounts of non-defaulted exposures:
Allowances/
impairment

Net values

US$

US$
619,858,681
514,834,153
275,655,058
99,907,704
131,070,884
431,911,981
2,073,238,460

193,246
714,896
461,456
3,169,154
89,926
265,814
4,894,493
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Within 1 month
US$
58,610,496
17,084,167
9,946,186
115,499,158
201,140,007

Between 1 to 3 months
US$
21,677,254
81,957,152
9,017,778
22,624,485
135,276,669

Between 3 to 12
months
US$
102,327,369
79,828,332
90,153,380
22,000,000
17,037,184
13,243,789
324,590,054

Between 1 to 5 years
US$
411,696,143
414,679,550
89,066,746
72,273,813
94,595,848
270,274,061
1,352,586,161

Over 5 years
US$
25,740,665
3,957,000
4,993,050
8,803,045
10,510,000
10,536,302
64,540,062

CRB

KDB Asia Limited
Additional disclosure related to credit quality of exposures (continued)
31-Dec-19
(iii) Impairment of financial assets
The Company has laid down gudielines for determing the impairment loss allowances. At each of the reporting period end, the carrying
amount of the Company's assets are reviewed to determine whether there is objective evidence of impairment. If internal and external
sources of information indicate such evidence exists, the carrying amount is reduced to the estimated recoverable amount and an impairment
loss is recognized in the income statement.
The approach and treatment of impairment allowance of different types of assets (including loans and advances, available-for-sale financial
assets and other assets) are elaborated in the Company's asset classification and provisioning policy.
(iv) Overdue loans and advances
Loans and advances with a specific repayment date are classified as overdue when the principal or interest is overdue and remains unpaid at
the year-end.
As at 31 December 2019, there are no loans and advances that are past due for more than 90 days but are not impaired.
(v) Rescheduled loans and advances
Rescheduled loans and advances are those loans and advances which have been restructured or renegotiated because of a deterioration in
the financial position of the borrower, or of the inability of the borrower to meet the original repayment schedule and for which the revised
repayment terms are non-commercial to the Company.

Rescheduled loans and advances are subject to ongoing monitoring to determine whether they remain impaired or past due. The original
loan that is renegotiated is derecognized and a new financial asset is recognised at fair value.
2019
Rescheduled loans and advances to customers that are not past due but impaired
(vi) Other overdue assets
As at 31 December 2019, there are no other overdue assets.

12

3,957,000

KDB Asia Limited

CRC

Table CRC: Qualitative disclosures related to credit risk mitigation
31-Dec-2019
In evaluating the credit risk associated with an individual customer or counterparty, financial strength and repayment ability are always the
primary considerations. Credit risk may be mitigated by obtaining recognized collateral and guarantees from the customer or counterparty.
Meanwhile, recognized netting is not adopted by the Company.
The Company applies safe custodian of collaterals, regular re-valuation and close monitoring. In particular, The Company monitors the value of
the collateral on a sufficiently frequent basis with respect to the nature of collateral and market practice, and at least annually. Marketable
securities are marked-to-market on a daily basis whilst valuations on properties are reviewed periodically.
The most common method of mitigating credit risk is to lend against eligible collateral. The extent of collateral coverage over Company's loans
and advances to customer depends on the type of customers and the product offered. Types of collateral include properties, other registered
securities over assets, cash deposits, standby letters of credit and guarantees.
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CR3

KDB Asia Limited
Disclosure on overview of recognized credit risk mitigation
31-Dec-19

1
2
3
4

Loans
Debt securities
Total
Of which defaulted

(a)

(b1)

Exposures unsecured:
carrying amount

Exposures to be
secured

US$
1,254,454,221
425,778,292
1,680,232,513
-

US$
114,603,769
21,255,852
135,859,621
-

14

(b)

(d)

Exposures secured by Exposures secured by
recognized collateral recognized guarantees
US$
106,706
106,706
-

US$
114,497,063
21,255,852
135,752,915
-

(f)
Exposures secured by
recognized credit
derivative contracts
US$
-

CR4

KDB Asia Limited
Disclosure on credit risk exposures and effects of recognized credit risk mitigations - BSC approach
31-Dec-19
(a)
(b)
Exposures pre-CCF and pre-CRM
On-balance sheet
Off-balance sheet
amount
amount
1
2
3
4
5
6

7
8
9
10

Exposure classes
Sovereign exposures
PSE exposures
Multilateral development bank exposures
Bank exposures
Cash items
Exposures in respect of failed delivery on
transactions entered into on a basis other than a
delivery-versus-payment basis
Residential mortgage loans
Other exposures
Significant exposures to commercial entities
Total

US$
7,664,224
978,443,311
441

1,412,147,162
2,398,255,138

US$
-

312,328,806
312,328,806
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(c)

(d)

(e)

Exposures post-CCF and post-CRM
On-balance sheet
Off-balance sheet
amount
amount
US$
7,664,224
863,280,524
107,200

1,527,203,189
2,398,255,137

US$
-

104,484,859
104,484,859

(f)

RWA and RWA density
RWA

RWA density

US$
7,664,224
232,615,397
-

Percentage
100%
0%
0%
27%
0%

1,631,688,048
1,871,967,669

0%
0%
100%
0%
75%

CR5

KDB Asia Limited
Disclosure on credit risk exposures by asset classes and by risk weights - BSC approach
31-Dec-19
(a)
(b)

(c)

(d)

(e)

(f)

(g)

(h)

(i)

Others

Total credit risk
exposures
amount
(post CCF and
post CRM)

Risk Weight

1
2
3
4
5
6

Exposure class
Sovereign exposures
PSE exposures
Multilateral development bank exposures
Bank exposures
Cash items
Exposures in respect of failed delivery on transactions entered
into on a basis other than a delivery-versus-payment basis

7
8
9
10

Residential mortgage loans
Other exposures
Significant exposures to commercial entities
Total

0%

10%

US$

US$

20%

35%

US$

US$

50%

US$

107,200

-

788,331,409
-

-

107,200

-

34,453,029
822,784,438

-
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-

70,031,830
70,031,830

100%

250%

US$
7,664,224
74,949,115
-

US$

1,527,203,189
1,609,816,528

-

US$
-

US$
7,664,224
863,280,524
107,200

-

-

1,631,688,048
2,502,739,996

KDB Asia Limited

CCRA

Table CCRA: Qualitative disclosures related to counterparty credit risk (including those arising from clearing through CCPs)
31-Dec-2019

Counterparty risk is the risk to each party of a contract that the counterparty will not live up to its contractual obligations; it is otherwise known as
default risk. Counterparty risk relates closely to performance risk, which arises whenever one entity depends on another to honor the terms of a
contract. The Company has adopted the Current Exposure Method for regulatory capital calculation of its counterparty credit risk (“CCR”) arising
from securities financing transactions and derivative contracts booked in the banking book. The Company has in place a set of policies and a
comprehensive framework to effectively manage such counterparty credit risk. From a risk management perspective, the Company monitors the
risk exposure due to fluctuations in the market by using the current exposure and the potential exposure value of the transactions.
The key objective is to ensure the adequacy and effectiveness of the Company’s CCR control and management on the level and trend of the
CCR exposure.
CCR may stem from credit exposures to counterparties in both the banking book and the trading book of the Company, irrespective of the types
of counterparty concerned. The types of transactions that normally incur CCR include OTC derivatives, Securities Financing Transactions
(“SFTs”) and long settlement transactions which the Company may enter into in the course of conducting trading or capital market transactions.
The risk exposure should be measured as the sum of outstanding payments or deliveries as expected under the contract. There are two
components for CCR; they are pre-settlement risk and settlement risk.
Pre-settlement Risk- Pre-settlement risk is the risk that a counterparty will default prior to the derivative instrument contract or agreement finally
settlement at expiration. The default of the counterparty will lead to a replacement risk exposure equal to counterparty’s net obligation on that
contract, that is the cost of replacing (“Replacement Cost”) the original transaction at current market prices.
Replacement Cost - Replacement cost is a basic metric of credit exposure due to pre-settlement risk. It is the cost that the Company would
incur if counterparty completely defaults on its obligations.
Current replacement cost (“mark-to-market exposure”) is the replacement cost of a portfolio of contracts with a counterparty based upon those
contracts’ current market values.
Settlement Risk- Settlement risk is the risk arises at final settlement if there is timing differences between when each party performs on its
obligation under the derivative instrument contract or agreement. Failure to perform at the settlement date can arise from a number of reasons
including counterparty default, operational problems and market liquidity constraints.

Wrong-way risk occurs when counterparty’s risk exposures are adversely correlated with its credit quality. It is further classified into specific
wrong-way risk and general wrong-way risk. The Company has set out a process for identification of wrong-way risk for individual counterparties.
To monitor and control wrong-way risk, any wrong-way risk will be identified and evaluated at the time of credit application, in which the analysis
and mitigation measures are documented in the credit proposal for approver’s consideration. The wrong-way risk will be monitored during the
tenor of relevant transaction, and cases with wrong-way risk are reported.
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CCR1

KDB Asia Limited
Disclosure on analysis of counterparty default risk exposures (other than those to CCPs) by approaches
31-Dec-19
(a)
(b)

1
1a
2
3
4
5
6

SA-CCR (for derivative contracts)
CEM
IMM (CCR) approach
Simple Approach (for SFTs)
Comprehensive Approach (for SFTs)
VaR (for SFTs)
Total

(c)

Replacement cost
(RC)

PFE

Effective EPE

US$

US$

US$

278,107

(d)
Alpha (α) used for
computing default
risk exposure

4,153,940
-

18

1.4
N/A
-

(e)

(f)

Default risk exposure
after CRM

RWA

US$

US$

4,432,047
-

934,375
934,375

CCR2

KDB Asia Limited
Disclosure on CVA capital charge
31-Dec-19
(a)
EAD post CRM
US$

1
2
3
4

Netting sets for which CVA capital charge is calculated by the advanced CVA
method
(i) VaR (after application of multiplication factor if applicable)
(ii) Stressed VaR (after application of multiplication factor if applicable)
Netting sets for which CVA capital charge is calculated by the standardized CVA
method
Total

19

-

15,213,111
15,213,111

(b)
RWA
US$
7,304,487
7,304,487

CCR3

KDB Asia Limited
Disclosure on counterparty default risk exposures (other than those to CCPs) by asset classes and by risk weights - BSC approach
31-Dec-19
(a)
(b)
(c)
(ca)
(d)
(f)

(ga)

(h)

(i)

Risk Weight

1
2
3
4
5
6
7
8

Exposure class
Sovereign exposures
PSE exposures
Multilateral development bank exposures
Bank exposures
CIS exposures
Other exposures
Significant exposures to commercial entities
Total

0%

10%

20%

35%

50%

100%

250%

Others

US$

US$

US$

US$

US$

US$

US$

US$

-

-

4,372,090
4,372,090
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-

-

59,957
59,957

-

-

Total default risk
exposure after
CRM
US$
4,372,090
59,957
4,432,047

CCR5

KDB Asia Limited
Disclosure on composition of collateral for counterparty default risk exposures (including those for contracts or transactions cleared through CCPs)
31-Dec-19
(a)
(b)
(c)
(d)
(e)
(f)
Derivative contracts
SFTs
Fair value of
Fair value of
Fair value of
Fair value of
recognized collateral received
posted collateral
recognized collateral
posted collateral
received
Segregated
Unsegregated
Segregated
Unsegregated
US$
Cash - domestic currency
Cash - other currencies
Domestic sovereign debt
Other sovereign debt
Government agency debt
Bank bonds
Corporate bonds
Equity securities
Other collateral
Total

US$
-

US$
-

US$
-

There are no collateral posted nor recogniszed collateral received in the context of derivative contracts nor SFTs during the period.
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US$
-

US$
-

-

CCR6

KDB Asia Limited
Disclosure on credit-related derivatives contracts
31-Dec-19
(a)
Protection bought
US$
Notional amounts
Single-name credit default swaps
Index credit default swaps
Total return swaps
Credit-related options
Other credit-related derivative contracts
Total notional amounts
Fair values
Positive fair value (asset)
Negative fair value (liability)
There are no credit-related derivatives contracts during the period.
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(b)
Protection sold
US$

-

-

-

-

CCR8

KDB Asia Limited
Disclosure on exposures to CCPs
31-Dec-19

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

(a)

(b)

Exposure after CRM

RWA

US$

US$

Exposures of the AI as clearing member or client to qualifying CCPs
(total)
Default risk exposures to qualifying CCPs (excluding items disclosed in rows
7 to 10), of which:
(i) OTC derivative transactions
(ii) Exchange-traded derivative contracts
(iii) Securities financing transactions
(iv) Netting sets subject to valid cross-product netting agreements
Segregated initial margin
Unsegregated initial margin
Funded default fund contributions
Unfunded default fund contributions
Exposures of the AI as clearing member or client to non-qualifying
CCPs (total)
Default risk exposures to non-qualifying CCPs (excluding items disclosed in
rows 17 to 20), of which:
(i) OTC derivative transactions
(ii) Exchange-traded derivative contracts
(iii) Securities financing transactions
(iv) Netting sets subject to valid cross-product netting agreements
Segregated initial margin
Unsegregated initial margin
Funded default fund contributions
Unfunded default fund contributions

215,641
6,033,350
6,033,350
4,748,682
-

120,667
120,667
94,974
-

-
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-

KDB Asia Limited

MRA

Table MRA: Qualitative disclosures related to market risk
31-Dec-2019
Market risks refer to possible losses to the Company’s assets resulting from fluctuations of interest rates, stock prices, foreign exchange rates
and other variables. Possible losses in trading positions (including positions of securities and derivatives being held for the purpose of acquiring
short-term profit margins) is measured and managed, due to negative movements of market indices. Stress tests is also conducted to measure
the potential scale of losses based on scenarios of wide fluctuations in major market indices over the last three years and the 2008 financial
crisis. Moreover, by classifying the severity of market movements into three stages - precautionary, semi-crisis and crisis stages - in accordance
with the degree of fluctuation of standard indices, market risk contingency plans are well maintained appropriate to each of the three stages.
Identifying Market Risk − Data from both internal and external sources is gathered and analyzed. Permissible instruments or instrument-types
are identified as well as the activities for which the Company intends to use them. Permissible credit quality, market risk sensitivity and liquidity
characteristics are also identified in the policies and procedures of the appropriate departments of the Company.
Monitoring Market Risk − In order to measure the Company’s market risk, timely information about the current carrying and market values of its
securities and derivatives is required. Therefore, the Company has a measurement system(s) capable of providing information based on the size,
nature, and complexity of its holdings. It has capability to evaluate the market risk exposures of its investment and derivative holdings and report
this information to the Management and the RMC at least monthly. Where internal models are used to measure risk, adequate procedures to
validate the models and periodically review all elements of the modeling process including assumptions and risk-modeling techniques are applied.
Market risk reports are addressed potential exposure to yield curve changes and other factors pertinent to the Company’s holdings. Complex and
illiquid instruments involve more market risk than broadly traded more liquid securities. For such holdings, the Company has a documented
process for stress testing the instruments values and liquidity assumptions under a variety of market scenarios.
Controlling Market Risk − The RMC reviews monthly, or more often as needed, reports that provide information enabling the RMC to assess
the sensitivity of the Company’s portfolio to changes in market prices and rates and other important risk factors. In addition, back office,
settlement and transaction reconciliation responsibilities are to be conducted and managed by personnel who are independent of those initiating
risk-taking positions.
The Company has formulated market risk management policy to identify, measure, monitor, control, and report on the market risk,where
appropriate, to allocate adequate capital to cover those risks. The market risk management policy and control limits areapproved by the Board
and are monitored and regularly reviewed to align with market changes, statutory requirements, and bestpractices in risk management processes.
For reporting of market risk, risk reporting for trading book positions is compiled and monitored on a daily basis. Besides, riskreports are
prepared for different level of governance on a regular basis.
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MR1

KDB Asia Limited
Disclosure on market risk under STM approach
31-Dec-19
(a)
RWA
US$
1
2
3
4
5
6
7
8
9

Outright product exposures
Interest rate exposures (general and specific risk)
Equity exposures (general and specific risk)
Foreign exchange (including gold) exposures
Commodity exposures
Option exposures
Simplified approach
Delta-plus approach
Other approach
Securitization exposures
Total

13,445,513
3,971,154
17,416,667
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KM 1

KDB Asia Limited
Disclosure on key prudential ratios
31-Dec-19
(a)
31-Dec-19
US$
Regulatory capital (amount)
1 Common Equity Tier 1 (CET1)
2 Tier 1
3 Total capital
RWA (amount)
4 Total RWA
Risk-based regulatory capital ratios (as a percentage of RWA)
5 CET1 ratio (%)
6 Tier 1 ratio (%)
7 Total capital ratio (%)
Additional CET1 buffer requirements (as a percentage of RWA)
8 Capital conservation buffer requirement (%)
9 Countercyclical capital buffer requirement (%)
10 Higher loss absorbency requirements (%) (applicable only to G-SIBs or D-SIBs)
11 Total AI-specific CET1 buffer requirements (%)
12 CET1 available after meeting the AI's minimum capital requirements (%)
Basel III leverage ratio
13 Total leverage ratio (LR) exposure measure
14 LR (%)
Liquidity Coverage Ratio (LCR) / Liquidity Maintenance Ratio (LMR)
Applicable to category 1 institution only:
15 Total high quality liquid assets (HQLA)
16 Total net cash outflows
17 LCR (%)
Applicable to category 2 institution only:
17a LMR (%)
Net Stable Funding Ratio (NSFR) / Core Funding Ratio (CFR)
Applicable to category 1 institution only:
18 Total available stable funding
19 Total required stable funding
20 NSFR (%)
Applicable to category 2A institution only:
20a CFR (%)

(b)
30-Sep-19
US$

(c)
30-Jun-19
US$

(d)
31-Mar-19
US$

(e)
31-Dec-18
US$

411,905,503
411,905,503
424,443,298

407,249,435
407,249,435
418,138,019

303,323,876
303,323,876
312,505,191

301,731,076
301,731,076
310,174,287

296,035,950
296,035,950
303,555,260

1,949,960,634

1,780,782,732

1,523,964,572

1,369,965,924

1,299,271,549

21.12%
21.12%
21.77%

22.87%
22.87%
23.48%

19.90%
19.90%
20.51%

22.02%
22.02%
22.64%

22.88%
22.88%
23.45%

2.50%
0.74%
3.24%
16.62%

2.50%
0.90%
3.40%
18.37%

2.50%
1.02%
3.52%
15.40%

2.50%
0.97%
3.47%
17.52%

1.88%
0.72%
2.60%
18.38%

2,513,176,869
16.39%

2,306,251,005
17.66%

1,991,858,421
15.23%

1,810,153,145
16.67%

1,805,193,314
16.47%

NA

NA

NA

NA

NA

80.36%

90.57%

133.09%

147.39%

83.21%

NA

NA

NA

NA

NA

NA

NA

NA

NA

NA

26

PV1

KDB Asia Limited
Disclosure on prudent valuation adjustments
31-Dec-19

(a)

(b)

Equity
1

Close-out uncertainty, of which:

(c)

Interest rates

(d)

FX

(e)

Credit

(f)

Commodities

Total

(g)

(h)

Of which:

Of which:

In the trading
book

In the banking
book

-

-

-

-

-

-

-

-

2

Mid-market value

-

-

-

-

-

-

-

-

3

Close-out costs

-

-

-

-

-

-

-

-

4

Concentration

-

-

-

-

-

-

-

-

5

Early termination

-

-

-

-

-

-

-

-

6

Model risk

-

-

-

-

-

-

-

-

7

Operational risks

-

-

-

-

-

-

-

-

8

Investing and funding costs

-

-

-

9

Unearned credit spreads

-

-

-

10

Future administrative costs

-

-

-

-

-

-

-

-

11

Other adjustments

-

-

-

-

-

-

-

-

12

Total adjustments

-

-

-

-

-

-

-

-

Explanatory Note
All

Assets which measured at fair value are based on quoted prices in active markets. No related valuation adjustments are made.
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CC1

KDB Asia Limited
Disclosure on composition of regulatory capital
31-Dec-19
(a)

(b)

Amount

Source based on reference
numbers/letters of the balance
sheet under the regulatory
scope of consolidation

At 31-Dec-2019
US$
CET1 capital: instruments and reserves
1 Directly issued qualifying CET1 capital instruments plus any related share premium

240,000,000

3

2 Retained earnings

180,333,611

4+5+6

3 Disclosed reserves

2,466,284

4 Directly issued capital subject to phase-out arrangements from CET1 (only applicable to non-joint stock companies)

5

Minority interests arising from CET1 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount
allowed in CET1 capital of the consolidation group)

6 CET1 capital before regulatory deductions

Not applicable

7
Not applicable

0
422,799,895

CET1 capital: regulatory deductions
7 Valuation adjustments

0

8 Goodwill (net of associated deferred tax liabilities)

0

9 Other intangible assets (net of associated deferred tax liabilities)

0

10 Deferred tax assets (net of associated deferred tax liabilities)

0

11 Cash flow hedge reserve

0

12 Excess of total EL amount over total eligible provisions under the IRB approach

0

Credit-enhancing interest-only strip, and any gain-on-sale and other increase in the CET1 capital arising from securitization
transactions
14 Gains and losses due to changes in own credit risk on fair valued liabilities
13

2

0
0

15 Defined benefit pension fund net assets (net of associated deferred tax liabilities)

0

16 Investments in own CET1 capital instruments (if not already netted off paid-in capital on reported balance sheet)

0

17 Reciprocal cross-holdings in CET1 capital instruments

0

18

Insignificant LAC investments in CET1 capital instruments issued by financial sector entities that are outside the scope of regulatory
consolidation (amount above 10% threshold)

0

19

Significant LAC investments in CET1 capital instruments issued by financial sector entities that are outside the scope of regulatory
consolidation (amount above 10% threshold)

0

20 Mortgage servicing rights (net of associated deferred tax liabilities)

Not applicable

Not applicable

21 Deferred tax assets arising from temporary differences (net of associated deferred tax liabilities)

Not applicable

Not applicable

22 Amount exceeding the 15% threshold

Not applicable

Not applicable

23

of which: significant investments in the ordinary share of financial sector entities

Not applicable

Not applicable

24

of which: mortgage servicing rights

Not applicable

Not applicable

25

of which: deferred tax assets arising from temporary differences

Not applicable

Not applicable

26 National specific regulatory adjustments applied to CET1 capital

10,894,392

26a Cumualtive fair value gains arising from the revaluation of land and buildings (own-use and investment properties)
26b Regulatory reserve for general banking risks

0
10,894,392

26c Securitization exposures specified in a notice given by the MA

0

26d Cumulative losses below depreciated cost arising from the institution's holdings of land and buildings

0

26e Capital shortfall of regulated non-bank subsidiaries

0

Capital investment in a connected company which is a commercial entity (amount above 15% of the reporting institution's capital
26f
base)

0

27 Regulatory deductions applied to CET1 capital due to insufficient AT1 capital and Tier 2 capital to cover deductions
28 Total regulatory deductions to CET1 capital

0
10,894,392

29 CET1 capital

411,905,503

AT1 capital: instruments
30 Qualifying AT1 capital instruments plus any related share premium

0

31

of which: classified as equity under applicable accounting standards

0

32

of which: classified as liabilities under applicable accounting standards

0

33 Capital instruments subject to phase-out arrangements from AT1 capital

0

AT1 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount allowed in AT1 capital of the
34
consolidation group)

0

35

0

of which: AT1 capital instruments issued by subsidiaries subject to phase-out arrangements

36 AT1 capital before regulatory deductions

0

28

5

CC1

KDB Asia Limited
Disclosure on composition of regulatory capital
31-Dec-19
(a)

(b)

Amount

Source based on reference
numbers/letters of the balance
sheet under the regulatory
scope of consolidation

At 31-Dec-2019
US$
AT1 capital: regulatory deductions
37 Investments in own AT1 capital instruments

0

38 Reciprocal cross-holdings in AT1 capital instruments

0

Insignificant LAC investments in AT1 capital instruments issued by financial sector entities that are outside the scope of regulatory
39
consolidation (amount above 10% threshold)

0

Significant LAC investments in AT1 capital instruments issued by financial sector entities that are outside the scope of regulatory
40
consolidation

0

41 National specific regulatory adjustments applied to AT1 capital

0

42 Regulatory deductions applied to AT1 capital due to insufficient Tier 2 capital to cover deductions

0

43 Total regulatory deductions to AT1 capital

0

44 AT1 capital

0

45 Tier 1 capital (T1 = CET1 + AT1)

411,905,503

Tier 2 capital: instruments and provisions
46 Qualifying Tier 2 capital instruments plus any related share premium

0

47 Capital instruments subject to phase-out arrangements from Tier 2 capital

0

Tier 2 capital instruments issued by consolidated bank subsidiaries and held by third parties (amount allowed in Tier 2 capital of the
48
consolidation group)

0

49

of which: capital instruments issued by subsidiaries subject to phase-out arrangements

0

50 Collective provisions and regulatory reserve for general banking risks eligible for inclusion in Tier 2 capital

12,537,795

51 Tier 2 capital before regulatory deductions

12,537,795

1+5

Tier 2 capital: regulatory deductions
52 Investments in own Tier 2 capital instruments

0

53 Reciprocal cross-holdings in Tier 2 capital instruments and non-capital LAC liabilities

0

Insignificant LAC investments in Tier 2 capital instruments issued by, and non-capital LAC liabilities of, financial sector entities that
54
are outside the scope of regulatory consolidation (amount above 10% threshold and, where applicable, 5% threshold)

0

Insignificant LAC investments in non-capital LAC liabilities of financial sector entities that are outside the scope of regulatory
54a consolidation (amount formerly designated for the 5% threshold but no longer meets the conditions) (for institutions defined as
“section 2 institution” under §2(1) of Schedule 4F to BCR only)
Significant LAC investments in Tier 2 capital instruments issued by financial sector entities that are outside the scope of regulatory
55
consolidation (net of eligible short positions)
55a

Significant LAC investments in non-capital LAC liabilities of financial sector entities that are outside the scope of regulatory
consolidation (net of eligible short positions)

56 National specific regulatory adjustments applied to Tier 2 capital

0
0
0
0

Add back of cumulatvie fair value gains arising from the revaluation of land and buildings (own-use and investment properties)
56a
eligible for inclusion in Tier 2 capital
56b Regulatory deductions applied to Tier 2 capital to cover the required deductions falling within §48(1)(g) of BCR
57 Total regulatory adjustments to Tier 2 capital

0
0
0

58 Tier 2 capital (T2)

12,537,795

59 Total capital (TC = T1 + T2)

424,443,298

60 Total RWA

1,949,960,634

Capital ratios (as a percentage of RWA)
61 CET1 capital ratio

21.12%

62 Tier 1 capital ratio

21.12%

63 Total capital ratio

21.77%

64

Institution-specific buffer requirement (capital conservation buffer plus countercyclical capital buffer plus higher loss absorbency
requirements)

3.24%

65

of which: capital conservation buffer requirement

2.50%

66

of which: bank specific countercyclical capital buffer requirement

0.74%

67

of which: higher loss absorbency requirement

0.00%

68 CET1 (as a percentage of RWA) available after meeting minimum capital requirements

16.62%

National minima (if different from Basel 3 minimum)
69 National CET1 minimum ratio

Not applicable

Not applicable

70 National Tier 1 minimum ratio

Not applicable

Not applicable

71 National Total capital minimum ratio

Not applicable

Not applicable
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CC1

KDB Asia Limited
Disclosure on composition of regulatory capital
31-Dec-19
(a)

(b)

Amount

Source based on reference
numbers/letters of the balance
sheet under the regulatory
scope of consolidation

At 31-Dec-2019
US$
Amounts below the thresholds for deduction (before risk weighting)
Insignificant LAC investments in CET1, AT1 and Tier 2 capital instruments issued by, and non-capital LAC liabilities of, financial
sector entities that are outside the scope of regulatory consolidation

0

Significant LAC investments in CET1 capital instruments issued by financial sector entities that are outside the scope of regulatory
73
consolidation

0

72

74 Mortgage servicing rights (net of associated deferred tax liabilities)

Not applicable

Not applicable

75 Deferred tax assets arising from temporary differences (net of associated deferred tax liabilities)

Not applicable

Not applicable

Applicable caps on the inclusion of provisions in Tier 2 capital
Provisions eligible for inclusion in Tier 2 in respect of exposures subject to the BSC approach, or the STC approach and SECERBA, SEC-SA and SEC-FBA (prior to application of cap)

12,537,795

77 Cap on inclusion of provisions in Tier 2 under the BSC approach, or the STC approach, and SEC-ERBA, SEC-SA and SEC-FBA

12,537,795

76

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to the IRB approach and SEC-IRBA (prior to application of
78
cap)
79 Cap for inclusion of provisions in Tier 2 under the IRB approach and SEC-IRBA

0
0

Capital instruments subject to phase-out arrangements
(only applicable between 1 Jan 2018 and 1 Jan 2022)
80 Current cap on CET1 capital instruments subject to phase-out arrangements

Not applicable

Not applicable

81 Amount excluded from CET1 due to cap (excess over cap after redemptions and maturities)

Not applicable

Not applicable

82 Current cap on AT1 capital instruments subject to phase-out arrangements

0

83 Amount excluded from AT1 capital due to cap (excess over cap after redemptions and maturities)

0

84 Current cap on Tier 2 capital instruments subject to phase-out arrangements

0

85 Amount excluded from Tier 2 capital due to cap (excess over cap after redemptions and maturities)

0

Abbreviations:
CET1: Common Equity Tier 1
AT1: Additional Tier 1

30

CC2

KDB Asia Limited
Disclosure on reconciliation of regulatory capital to balance sheet
31-Dec-19
Balance sheet as in
published financial
statements
At 31-Dec-19
US$
ASSETS
Cash and balances with banks and other financial institutions
Placements with banks and other financial institutions
of which: collective assessed provisions reflected
in regulatory capital
Trade bills
of which: collective assessed provisions reflected
in regulatory capital
Financial assets at fair value through profit or loss
Loans and advances
of which: collective assessed provisions reflected
in regulatory capital
Financial assets at fair value through other comprehensive income
Property and equipment
Right-of-use assets
Interest receivable and other assets
of which: collective assessed provisions reflected
in regulatory capital
TOTAL ASSETS

Reference to the
composition of
regulatory capital

101,796,366
19,997,880
2,120
392,517,783

1

3,978
38,655,280
1,369,057,990

1

1,491,883
444,279,844
935,371
6,752,175
24,877,145

1

5,502

1

2,398,869,834

EQUITY AND LIABILITIES
LIABILITIES
Deposits and balances of banks and other financial institutions
Deposits from customers
Financial liabilities at fair value through profit or loss
Certificates of deposit issued
Lease liabilities
Tax payable
Interest payable and other liabilities
of which: collective assessed provisions reflected
in regulatory capital
Deferred tax liabilities
of which: Deferred tax assets related to property
and equipment and collective impairment
TOTAL LIABILITIES

1,116,230,769
1,046,173
2,596,851
817,480,901
6,764,556
3,296,427
28,169,133
139,920
485,129
-

1

2

1,976,069,939

EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY
Share capital
Reserves
of which: Retained profits
: Regulatory reserve
: Current profit/(loss)
: accumulated other comprehensive income

240,000,000
182,799,895
151,718,236
10,894,392
17,720,983
2,466,284

TOTAL EQUITY

422,799,895

TOTAL EQUITY AND LIABILITIES

2,398,869,834
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CCA

KDB Asia Limited
Disclosure on main features of regulatory capital instrument
31-Dec-19
(a)
Quantitative / qualitative information
1 Issuer

KDB Asia Limited

2 Unique identifier (eg CUSIP, ISIN or Bloomberg identifier for private placement)

Not Applicable

3 Governing law(s) of the instrument

Hong Kong Special Administrative Region of the
People’s Republic of China

Regulatory treatment
Transitional Basel III rules1

4

Not Applicable
2

5

Post-transitional Basel III rules

Common Equity Tier 1

6

Eligible at solo / group / solo and group

Solo

7

Instrument type (types to be specified by each jurisdiction)

Ordinary shares

8 Amount recognised in regulatory capital (currency in million, as of most recent reporting date)

US$ 240 Million

9 Par value of instrument

US$ 1 each

10 Accounting classification

Shareholders' equity

11 Original date of issuance

31 Jul 2019 (US$ 100 Million)
23 Feb 2007 (US$ 50 Million)
18 Mar 2005 (US$ 20 Million)
24 Jul 2002 (US$ 10 Million)
20 Sep 1999 (US$ 25 Million)
29 Mar 1995 (US$ 20 Million)
5 Mar 1990 (US$ 5 Million)
20 Jan 1986 (US$ 10 Million)

12 Perpetual or dated

Perpetual

13

Not Applicable

Original maturity date

14 Issuer call subject to prior supervisory approval

Not Applicable

15

Optional call date, contingent call dates and redemption amount

Not Applicable

Subsequent call dates, if applicable

Not Applicable

16

Coupons / dividends
17

Fixed or floating dividend/coupon

Floating

18

Coupon rate and any related index

Not Applicable

19

Existence of a dividend stopper

Not Applicable

20

Fully discretionary, partially discretionary or mandatory

Fully discretionary

21

Existence of step-up or other incentive to redeem

Not Applicable

22

Non-cumulative or cumulative

Non-cumulative

23 Convertible or non-convertible

Non-convertible

24

If convertible, conversion trigger (s)

Not Applicable

25

If convertible, fully or partially

Not Applicable

26

If convertible, conversion rate

Not Applicable

27

If convertible, mandatory or optional conversion

Not applicable

28

If convertible, specify instrument type convertible into

Not applicable

29

If convertible, specify issuer of instrument it converts into

Not Applicable

30 Write-down feature

No

31

If write-down, write-down trigger(s)

Not Applicable

32

If write-down, full or partial

Not Applicable

33

If write-down, permanent or temporary

Not applicable

34
35

If temporary write-down, description of write-up mechanism

Not Applicable

Position in subordination hierarchy in liquidation (specify instrument type immediately senior to instrument in the insolvency creditor hierarchy
Not Applicable
of the legal entity concerned).

36 Non-compliant transitioned features

No

37 If yes, specify non-compliant features

Not Applicable

Footnote:
1

Regulatory treatment of capital instruments subject to transitional arrangements provided for in Schedule 4H to the BCR

2

Regulatory treatment of capital instruments not subject to transitional arrangements provided for in Schedule 4H to the BCR
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CCyB1
KDB Asia Limited
Disclosure on geographical distribution of credit exposures used in countercyclical capital buffer ("CCyB")
31-Dec-19
Countercyclical capital buffer ratio ("CCyB") were complied in accordance with the Banking (Capital) Rules. The Company's specific
CCyB rate is calculated as the weighted average of the applicable jurisdictional CCyB rates, in respect of the jurisdictions (including
Hong Kong) where the Company has private sector credit exposures. The weight to be attributed to a given jurisdiction's applicable
CCyB rate is the ratio of the Company's aggregate risk-weighted amounts for its private sector credit exposures (in both the banking
book and the trading book) in that jurisdiction (where the location of the exposures is determined as far as possible on an ultimate risk
basis) to the sum of the Company's aggregate risk-weighted amounts across all jurisdictions in which the Company has private sector
credit exposure. For a credit exposure guaranteed by a party situated in a country different from the counterparty, risk will be
transferred to the country of the guarantor.
Geographical breakdown of risk-weighted amounts (RWA) in relation to private sector credit exposures, are shown as follows:

At 31 Dec 2019

Geographical breakdown by
Jurisdiction (J)
Hong Kong SAR
China
United Kingdom
Sum
Total

Applicable JCCyB
ratio in effect

RWA used in computation of
CCyB ratio
US$

2.000%
1.000%

583,911,194
555,901,589
376,002
1,140,188,785
1,588,773,409
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AI-specific
CCyB ratio

0.735%

CCyB amount
US$

11,677,485

LR1

KDB Asia Limited
Disclosure on summary comparison of accounting assets against leverage ratio ("LR")
exposure measure
31-Dec-19

Item

Value under the LR
framework
US$

1 Total consolidated assets as per published financial statements

2,398,869,834

Adjustment for investments in banking, financial, insurance or commercial entities
2 that are consolidated for accounting purposes but outside the scope of regulatory
consolidation

-

Adjustment for fiduciary assets recognised on the balance sheet pursuant to the
applicable accounting standard but excluded from the LR exposure measure

-

3

4 Adjustments for derivative contracts

14,710,778

5 Adjustment for SFTs (i.e. repos and similar secured lending)
6
6a

Adjustment for off-balance sheet (“OBS”) items (i.e. conversion to credit
equivalent amounts of OBS exposures)
Adjustment for specific and collective provisions that are allowed to be excluded
from exposure measure

7 Other adjustments

104,484,859
(139,921)
(4,748,681)

8 Leverage ratio exposure measure

2,513,176,869
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LR2

KDB Asia Limited
Disclosure on Leverage Ratio ("LR")
31-Dec-19
(a)

(b)

US$
31-Dec-2019

30-Sep-2019

On-balance sheet exposures
1

On-balance sheet exposures (excluding those arising from derivative contracts and SFTs, but including
collateral)

2,393,618,819

2,197,658,790

-

-

2,393,618,819

2,197,658,790

502,334

1,203,951

14,710,778

14,584,903

-

-

7 Less: Deductions of receivables assets for cash variation margin provided under derivative contracts

-

-

8 Less: Exempted CCP leg of client-cleared trade exposures

-

-

9 Adjusted effective notional amount of written credit derivative contracts

-

-

-

-

15,213,112

15,788,854

12 Gross SFT assets (with no recognition of netting), after adjusting for sale accounting transactions

-

-

13 Less: Netted amounts of cash payables and cash receivables of gross SFT assets

-

-

14 CCR exposure for SFT assets

-

-

15 Agent transaction exposures

-

-

16 Total exposures arising from SFTs

-

-

312,328,806

250,765,158

(207,843,947)

(157,834,614)

104,484,859

92,930,544

411,905,503

407,249,435

2,513,316,790

2,306,378,188

(139,921)

(127,183)

2,513,176,869

2,306,251,005

16.39%

17.66%

2 Less: Asset amounts deducted in determining Tier 1 capital
3 Total on-balance sheet exposures (excluding derivative contracts and SFTs)
Exposures arising from derivative contracts
4

Replacement cost associated with all derivative contracts (where applicable net of eligible cash variation
margin and/or with bilateral netting)

5 Add-on amounts for PFE associated with all derivative contracts
6

Gross-up for derivatives collateral provided where deducted from the balance sheet assets pursuant to
the applicable accounting framework

10 Less: Adjusted effective notional offsets and add-on deductions for written credit derivative contracts
11 Total exposures arising from derivative contracts
Exposures arising from SFTs

Other off-balance sheet exposures
17 Off-balance sheet exposure at gross notional amount
18 Less: Adjustments for conversion to credit equivalent amounts
19 Off-balance sheet items
Capital and total exposures
20 Tier 1 capital
20a Total exposures before adjustments for specific and collective provisions
20b Adjustments for specific and collective provisions
21 Total exposures after adjustments for specific and collective provisions
Leverage ratio
22 Leverage ratio
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KDB Asia Limited

LIQA

Liquidity risk management
31-Dec-19
1. Governance of risk management
The purpose of liquidity management is to ensure sufficient cash flows to meet all financial commitments and to capitalise
on opportunities for business expansion. This includes the Company’s ability to meet deposit withdrawals either on demand
or at contractual maturity, to repay borrowings as they mature, to comply with the statutory liquidity ratio, and to make new
loans and investments as opportunities arise.
The management of liquidity risk within the Company is undertaken within a formal governance structure. The Board of
Directors oversees the liquidity risk appetite and strategy of the Company, RMC reviews the key liquidity metrics in the
context of the Company’s overall risk profile on a monthly basis.
RMC chaired by the Chief Executive Officer and includes Head of Global Banking Group, Head of Risk Management &
Strategy Group and Head of Global Markets Group, sets metrics across a number of asset and liability targets. These targets
are cascaded to the business and monitored by Risk Management & Strategy Team. Global Markets Group has an overall
responsibility for the daily monitoring and controlling of the Company’s liquidity and funding positions. The Global Markets
Group is responsible for managing liquidity mismatches and interest rate exposure within RMC which approves limits.
RMC meets regularly on a monthly basis and additionally when necessary. The Company reports to the KDB on a monthly
basis and KDB closely monitors the Company’s risk management performance.
The Board of directors is ultimately responsible for liquidity risk management. The Company's liquidity management is
overseen by the management which comprises the executive directors and senior managers. The liquidity risk is monitored
in a manner by:
- Reviewing the current and prospective funding requirements for all operation through Liquidity Maintenance Ratio (“LMR”),
statement of cash flows and mismatch profile;
- Holding sufficient high quality liquid assets of appropriate quality in order to ensure the short-term funding requirements are
covered within the prudent limits;
- Extending maturity to cater the flexibility on the funding source;
- Diversifying funding sources besides inter bank borrowing, such as entering repo transactions etc.;
- Performing stress tests on cash flows and liquidity position;
- On-going monitoring the stability of funding sources and contingency measures for dealing with crisis situations;
- Setting risk tolerance limits and ratios and monitoring if these limits and ratios are breached.
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KDB Asia Limited

LIQA

Liquidity risk management (continued)
31-Dec-19
2. Funding Strategy
The funding strategy is focused on building a strong funding profile that provides the Company with a stable and efficiently
priced funding within the parameters of prudent liquidity management. This is achieved through diversification & flexibility.
Maintaining the funding diversity is a key element of the Company's funding strategy. Diversity is assessed from a number
of perspectives including but not limited to the following:
- Currencies
- Type of Markets
- Maturity terms
Another key aspect of the strategy is to have the maximum flexibility to access the widest range of funding markets (such as
money markets, capital markets). This approach enables the Company to adjust the sources of its funding based on market
preferences and investor demands change.
3. Liquidity framework and liquidity risk mitigation techniques
The Company has an effective liquidity framework designed to deliver the appropriate term and structure of funding consistent
with the Company's Liquidity Risk Appetite and in full compliance with regulatory requirements. The framework incorporates
a range of ongoing business management tools to monitor, limit and perform stress-test the balance sheet and contingent
liabilities:
- Setting limit which control the level of liquidity risk taken and drive the appropriate funds mixing. These reduce the likelihood
that a liquidity stress event could lead to an inability to meet the Company's obligations as they fall due;
- Performing the stress test assess potential contractual and contingent outflows under a range of scenarios, which are then
used to determine the size of the liquidity buffer that is immediately available to meet anticipated outflows if a stress occurred.
The Company strategy is to mitigate liquidity risk through the prudent implementation of various risk mitigation techniques
such as:
- Holding liquid assets: The Company maintains a strong and high quality liquidity pool that consists exclusively of
unencumbered assets, representing resources immediately available to meet outflows in a stress situation. The liquidity
pool mainly comprises cash and balances and other highly liquefiable assets. The size of the liquidity pool is determined by
the size of the stress outflows and in full compliance with regulatory guidelines, ensuring that the Company is able to meet
its obligations as they fall due even in the event of a sudden and potentially protracted increase in net cash outflows.
- Diversifying of funding sources: The Company diversify funding sources across entities and on different maturities.
- Getting market access: the Company has lines of credit in place that it can access to meet liquidity needs.
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KDB Asia Limited

LIQA

Liquidity risk management (continued)
31-Dec-19
4. Liquidity Stress test
The Company conducts stress tests based on severe but plausible scenarios which assumptions are commensurate with the
Company’s business size and nature. The Company adopts three scenarios including1) Bank Specific Crisis,2) General
Market Crisis and 3)Combined Crisis, which are in accordance with regulation of Basel Committee on Banking Supervision,
scenarios of Financial Sector Assessment Program and scenarios of KDB respectively.
According to the three scenarios and relevant underlying assumptions, the Company conducts the test of its liquidity position
at least on a quarterly basis or whenever necessary. The Company then reports the evaluated stress testing result to RMC
and Risk Committee for review and approval. The scenarios and assumptions of the stress-testing are reviewed regularly by
RMC, with any major changes endorsed by the Risk Committee.

5. Contingency funding plan
The management keeps aware of any warnings that may lead to a crisis on liquidity and takes appropriate actions to pre-empt
of liquidity crisis. Emergency sources of funds would be mainly obtained by:
- Selling liquefiable assets;
- Reducing operation into a proper level;
- Obtaining funding from KDB.

6. Quantitative disclosures
Repayable
on demand

Assets
Liabilities
Off Balance
Sheet
Liabilities
Liquidity
Gap

Within 1
Month

US$

US$

Over 1 month
but within 3
months
US$

Over 3 but
within 1 year
US$

Over 1 year
but within 5
years
US$

Over 5 years

Undated

Total

US$

US$

US$

101,796,366
-

256,414,194
(320,467,411)

214,127,256
(617,120,800)

383,870,596
(717,177,239)

1,317,418,943
(293,815,963)

64,540,060
-

53,014,873
(23,706,970)

2,391,182,288
(1,972,288,383)

-

(90,061,038)

(64,467,402)

(112,015,730)

(23,896,650)

(21,887,985)

-

(312,328,805)

101,796,366

(154,114,255)

(467,460,946)

(445,322,373)

999,706,330

42,652,075

29,307,903

106,565,100

A cash flows position with maturity bands analysis under normal business is reviewed by the management daily. All cash flows
including on and off balance sheets items are slotted by time bands under behavioral and contractual assumptions. The
management monitors the cumulative net mismatch position for the short-term time bands by limits. Individual currencies on
this daily cash flows position will be produced when the Company has significant position.
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KDB Asia Limited

IRRBBA

Interest rate risk in banking book - risk management objectives and policies
31 December 2019
Interest rate risk arises from movement in interest rates affecting earnings and capital. In principle, the Company
takes into consideration gap risk, basis risk and option risk for IRRBB purpose and risk control.
1. Overall management and mitigation strategies
a. Risk Governance
RMC provides oversight to the RMC meeting, which has overall responsibility for interest rate risk monitoring
and management to optimise the Company’s earnings and net asset values and sets the Interest Rate Gap
Limit. Global Markets Group is responsible for day-to-day execution of interest rate strategy and manages
interest rate risk in the following manners:
- Clear definition of authorised investments and position taking strategies;
- Identification of the frequency and methodology for measuring interest rate risk; and
- Setting of quantitative limits in line with the risk appetite.
b. Risk Policy Standards
Risk management policy sets out guidelines for the governance and management of the asset-liability
structure. One of the primary business objectives underpinning Risk Management policy is to take into
account interest rate risk, hedging and return strategy to ensure the optimisation of the Company’s balance
sheet structure.
c. Risk Assessment and Monitoring Tools
The interest rate risk is monitored through a regular update to the RMC meeting where the interest rate
limits and repricing and maturity schedules are discussed.
d. Risk Management and Mitigation Tools
Following are the key tools adopted by the Company concerning interest rate risk management and
mitigation:
- Repricing GAP monitoring;
- Interest rate monitoring;
- VaR monitoring on a monthly basis;
- Hedging as an appropriate tool to manage interest rate risk; and
- Interest sensitivity monitoring.
2. Periodicity of calculation of measures and specific measures to gauge sensitivity
The Company calculates its IRRBB on a quarterly basis and uses economic value of equity (“EVE”) & net
interest income (“NII”) to gauge its sensitivity to IRRBB. The interest rate risk is also taken into account as part
of the Company’s Pillar 2 capital management and of the annual ICAAP.
3. Interest rate shock and stress scenarios to estimate changes in the economic value and earnings
The Company uses historical data of changes in the interest rate to derive interest rate volatility and estimates
the impact on the EVE & NII.
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KDB Asia Limited

IRRBBA

Interest rate risk in banking book - risk management objectives and policies (continued)
31 December 2019
4. Significant modelling assumptions on internal measurement systems
The company uses the re-pricing gap between all assets and liabilities sensitive to interest rate shocks as basis
for computing the impact of change in interest rate. The Company considers 16-time buckets, covering the gap
between assets and liabilities that are subject to re-pricing during next one month, three months and twelve
months in an adverse interest rate scenario. Thus, interest rate shock (derived for daily volatility of the interest
rate for the last 5 years at 99.9% confidence level) for each time bucket is considered to derive the capital
charge.
5. Hedging and associated accounting treatment
Global Markets Group uses hedging to manage its interest rate exposure and safeguard the Company’s
strategic positions against adverse shifts in the direction of rates. This is carried out through derivatives such
as interest rate swaps, futures and cross-currency swaps. These are generally done through cash flow hedges
or fair value hedges where one type of interest payment (fixed/float) is substituted in favor of another (float/fixed).
Hedging becomes critical in a rising/falling rates environment for the enablement of locking in a higher rate of
return and/or limiting potential revaluation.
6. Key modelling and parametric assumptions in calculating change in EVE and NII
For change in EVE, the Company includes commercial margin for all assets and liabilities in its calculations.
For the discounting purpose, risk-free interest rates for specific currencies are used.
As of reporting date, the Company's portfolio contains no behavioral / embedded / standalone options nor nonmaturity deposits. Term deposit redemption rate and conditional prepayment rate are not derived.
As of reporting date, the Company does not have non-maturity deposits. There is no such specific assumption
that have a material impact on the disclosed change in EVE and NII in Table IRRBB1.

40

IRRBB1
KDB Asia Limited
Disclosure on quantitative information on interest rate risk in banking book
31-Dec-19
(a)

Period
1
2
3
4
5
6
7
8

Parallel up
Parallel down
Steepener
Flattener
Short rate up
Short rate down
Maximum
Period
Tier 1 Capital

(b)

(c)

(d)

Change in the economic value of equity Change in projected net interest income
31-Dec-19
30-Sep-19
31-Dec-19
30-Sep-19
US$
US$
US$
US$
4,902,171
5,131,133
(6,148,723)
(7,372,796)
355,832
258,803
6,148,723
7,372,796
2,187,657
1,865,506
1,519,839
1,838,692
559,670
377,117
4,902,171
5,131,133
6,148,723
7,372,796
31-Dec-19
30-Sep-19
411,905,503
407,249,435
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REMA
KDB Asia Limited
Disclosure on remuneration policy
31-Dec-19
The remuneration policy and systems of the Company are strictly governed by the Remuneration policy and guidelines of
our parent company; KDB; for its employees engaged in the business and operations in Hong Kong.
With the Board of Directors undertaking the function of the remuneration committee and is the only authority delegated in
accordance with the directives from parent company to actively involving in oversee, monitor and review the design and
operation of remuneration system, ensure the system operates as intended, adjustment for all types of risk, the criteria
used for performance measurements, the linkage between pay and performance, deferral policy and vesting criteria and
the mix of cash and other forms of remuneration.
Besides the mandate from parent company, in order to deter excessive risk-taking, when determine the remuneration
policy and systems, the Board will also consider the business objectives and strategies, human resources management,
business performance, economic environment, leading market practices and the regulatory requirements.
Whilst disclosing the information relating to the remuneration systems, the aggregate quantitative information for senior
management and key personnel including deferred remuneration, sign-on and severance payments awarded during the
financial year 2019 is shown as follow in accordance with the disclosure requirement of CG-5 “Guideline on a Sound
Remuneration System” issued by the HKMA.

Number of beneficiaries:
Fixed Remuneration:
Variable Remuneration:
Deferred Remuneration Awarded:
Sign-on Payment:
Severance Payment:

42

2019

2018

5
US$562,998
US$123,859
NIL
NIL
NIL

6
US$535,359
US$106,141
NIL
NIL
NIL

REM1

KDB Asia Limited
Disclosure on remuneration awarded during financial year
31-Dec-19

Remuneration amount and quantitative information
1
Number of employees
2
Total fixed remuneration
3
Of which: cash-based
4
Of which: deferred
Fixed remuneration
5
Of which: shares or other share-linked instruments
6
Of which: deferred
7
Of which: other forms
8
Of which: deferred
9
Number of employees
10
Total variable remuneration
11
Of which: cash-based
12
Of which: deferred
Variable remuneration
13
Of which: shares or other share-linked instruments
14
Of which: deferred
15
Of which: other forms
16
Of which: deferred
17
Total remuneration
Senior managements are considered to be key personnel of the Company.
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(a)
Senior management
5
562,998
562,998
5
123,859
123,859
686,857

(b)
Key personnel
-

REM2

KDB Asia Limited
Disclosure on special payments
31-Dec-19

(a)
(b)
Guaranteed bonuses
Special payments
1 Senior management
2 Key personnel

Number of
employees

(c)
(d)
Sign-on awards

Total
amount
-

Number of
employees
-

There are no special payments to senior management during the year.
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(e)
(f)
Severance payments

Total
amount
-

Number of
employees
-

Total
amount
-

-

REM3

KDB Asia Limited
Disclosure on deferred remuneration
31-Dec-19

Deferred and retained remuneration

1
2
3
4
5
6
7
8
9
10
11

(a)
Total amount of
outstanding deferred
remuneration

Senior management
Cash
Shares
Cash-linked instruments
Other
Key personnel
Cash
Shares
Cash-linked instruments
Other
Total

(b)
Of which: Total amount of
outstanding deferred and retained
remuneration exposed to ex post
explicit and/or implicit adjustment
-

(c)
Total amount of
amendment during the
year due to ex post
explicit adjustments
-

There are no deferred remuneration to senior management during the year.
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(d)
Total amount of
amendment during the
year due to ex post
implicit adjustments
-

(e)
Total amount of
deferred
remuneration paid
out in the financial
year
-

-

