Habib Bank Zurich (Hong Kong) Limited
EELSRTTEARR (B BIR AT

Regulatory Disclosures (unaudited)
for the period ended 31 December 2021
—“EB_—H+H=+—H

EENE
CRECEI)



Table of Contents

1)
2)
3)

4)

5)
6)
7)
8)
9)
10)
1)
12)
13)

14)
15)

16)

17)
18)

19)

20)
21)
22)
23)
24)
25)

26)

27)

Table OVA
Template OV1

Template LI1

Template LI2

Table LIA
Template PV1
Table CRA
Template CR1
Template CR2
Table CRB
Table CRC
Template CR3
Template CR4

Template CR5
Table CCRA

Template CCR1

Template CCR2
Template CCR3

Template CCR5

Template CCR6
Template CCR8
Table SECA

Template SEC1
Template SEC2
Template SEC3

Template SEC4

Template KM1

Overview of risk management

Overview of RWA

Differences between accounting and regulatory scopes of consolidation and mapping
of financial statement categories with regulatory risk categories

Main sources of differences between regulatory exposure amounts and carrying values
in financial statements

Explanations of differences between accounting and regulatory exposure amounts
Prudent valuation adjustments

General information about credit risk

Credit quality of exposures

Changes in defaulted loans and debt securities

Additional disclosure related to credit quality of exposures

Qualitative disclosures related to credit risk mitigation

Overview of recognized credit risk mitigation

Credit risk exposures and effects of recognized credit risk mitigation — for BSC
approach

Credit risk exposures by asset classes and by risk weights — for BSC approach
Qualitative disclosures related to counterparty credit risk (including those arising from
clearing through CCPs)

Analysis of counterparty default risk exposures (other than those to CCPs) by
approaches

CVA capital charge

Counterparty default risk exposures (other than those to CCPs) by asset classes and by
risk weights — for BSC approach

Composition of collateral for counterparty default risk exposures (including those for
contracts or transactions cleared through CCPs)

Credit-related derivatives contracts

Exposures to CCPs

Qualitative disclosures related to securitization exposures

Securitization exposures in banking book

Securitization exposures in trading book

Securitization exposures in banking book and associated capital requirements — where
Al acts as originator

Securitization exposures in banking book and associated capital requirements — where
Al acts as investor

Key prudential ratios

Page

18
20

22

24
26
28
30
32
34
41
43
45

47
49

51

53
55

57

59
61
63
65
67
69

71

73



Table of Contents

28)
29)
30)
31)

32)
33)
34)
35)
36)
37)
38)
39)
40)

Note 1:

Note 2:

Template CC1
Template CC2
Table CCA
Template CCyB1

Template LR1
Template LR2
Table LIQA
Table IRRBBA
Template IRRBB1
Table REMA
Template REM1
Template REM2
Template REM3

Templates relating to Market Risk are not disclosed as the Bank has been exempted under section 22(1) of the Banking

Composition of regulatory capital

Reconciliation of regulatory capital to balance sheet

Main features of regulatory capital instruments

Geographical distribution of credit exposures used in countercyclical capital buffer
("CCyB")

Summary comparison of accounting assets against leverage ratio exposure measure
Leverage ratio

Liquidity risk management

Interest rate risk in banking book — risk management objectives and polices
Quantitative information on interest rate risk in banking book

Remuneration policy

Remuneration awarded during financial year

Special payments

Deferred remuneration

(Capital) Rules from the calculation of market risk under section 17.

Templates GSIB1, LIQT, LIQ2, CR6, CR7, CR8, CR9, CR10, CCR4, CCR7 and Tables CRD, CRE are not applicable to the

Bank.

Page
76
85
87
90

92
94
96
102
106
108
110
112
114



DN NN NN NN
~N OO U1 AW N = O

7 OVA
fEih OV
FEERR LI
LR LI2
= LIA
f5Eh PV
7 CRA
fELh CR1
fEih CR2
7 CRB
7% CRC
fEih CR3
fih CR4
fE5h CR5
7% CCRA
f54H CCRT

TR CCR2
TR CCR3

TRz CCR5

fEif5 CCR6
fEif5 CCR8
2 SECA
fEiHE SECT
fEiHE SEC2
fEif SEC3
fEif SECA
f5ihi KM1
f&ihk CC1
fiihk CC2
% CCA
f&hl CCyB1
f5Ehi LR1
f&ih LR2
% LIQA

JoR\ e B B

JeR\ o I B AR B

o E T B A I IR 2 R s e B R B R BC
B R B LA S A T AR I {EL 2 I 2= B E AR
GBS E E b R E R R SRR R

A EAL E R

15 F b Y — R e

JE\pg R HER (S FE &R

B G AER R I s

BRI b AR B (5 B R AVES MICEE

(BRI BB R B 5 E P A

e 1] kA P R e A B

15 FH B R I e 52 m B (S e iy 28 - BSC B ERDA

1 U A E b R EE ) o i (5 bR g - BSCEHEDE
BERYEFIT(E MR (BEE RIS T IEREEE ) ARIEE

et EUEB A T E R BB ERRARE G s 53 T 7R R AR ERR

G8) o3t
Sl EFEE (CVA) BEARZXK

17 U b M EE )y S T T i R R b b R E (T R BT

iR EERAEAERRSN ) - BSCETEIA

B Rt FI7 3 bRy B A (EFEE RS T HERN SR 5E )

EE AU RRIEND
EHMERTTAE T ARG

B X ST TR R bR

(5B 5 7 B B A HE Y A I B
FRA TR A AV EE 27 BRI U A

A Z R PIRTE A E AR e e A

SRITIRA G T R B A B AR B ARUE —— & S8 I s (E R dilE A
SRITIRA G T B B A R AR B S ARUE —— & S i s (E R i & &
TEFEER

BB E ALK

BB EABIEE A FERITHIR

BB B AR T2

R P S T A ( CCyB) (= s A HE Ay st gk
Gat E R BT LR bR e T E A L

TRIREER

M b B

54
56

58

60
62
64
66
68
70
72
74
81
86
88
91
93
95
99



35)
36)
37)
38)
39)
40)

=1

= 2

% IRRBBA
fi57 IRRBB1
% REMA
i REM1
il REM2
il REM3

TRIZ (FRITSE (BA)HIRY) 2 22() 1, TaR7T/EE B/ (RT3 (B 3 17D RIT8E  F il ke, A

SRATI P AT e o —— L b 2 ] AR R B
SRTIR PR e Y B B
I E BUR

FEA B FE P46 TR B

FERITK

AT

LT GREHT EPAER N o
FEH¥ GSIBT, LIQT, LIQ2, CR6, CR7, CR8, CR9, CR10, CCR4, CCR7 fii7 CRD, CRE F5 7 3B/HF  K#i /7o

HX
104
107
109
111
113
115



Table OVA: Overview of risk management

Policies and Procedures

The Bank has established policies and procedures to identify and analyse key risks facing the Bank,
to set appropriate risk limits and to devise controls, and to monitor such risks and limits
continually by means of reliable and up-to-date management and information systems. The Bank
continually modifies and enhances its risk management policies and systems to reflect changes in

markets, products and best practice risk management processes.

Board level committees

The Board of Directors has established two board level committees, namely the Board Risk and

Credit Committee and the Board Audit and Compliance Committee.

The Board Risk and Credit Committee is responsible for, among other things, the Bank’s risk
profile, risk appetite and tolerance, effectiveness of the risk management framework and systems
of internal control. The Committee comprises of two independent non-executive directors and
three non-executive directors. The Committee is chaired by an independent non-executive

director.

The purpose of the Board Audit and Compliance Committee is to represent and assist the Board
of Directors in providing independent review and monitoring of the financial reporting process,
internal control system, the internal and external audit process and compliance with regulatory
requirements. The Committee comprises of two independent non-executive directors and two

non-executive directors. The Committee is chaired by an independent non-executive director.

Specialized management committees

The Board of Directors has also established several specialized management committees and
working groups, namely the Executive Committee, Risk and Credit Committee, Audit and
Compliance Committee, Asset and Liability Committee, Operations and Technology Working

Group and Human Resources Working Group.

The Executive Committee addresses issues of management, structure, organization,
communication and implementation of current and future strategy. The Committee reviews the
development and implementation of the strategy, operating and financial performance,

prioritization and allocation of resources, assessment of control risk and operational plans.



Table OVA: Overview of risk management

The Risk and Credit Committee is entrusted with the task of putting in place systems and
procedures that address the prevention of risks emerging or likely to emerge. The Committee
identifies all quantifiable and material risk factors and evaluates the adequacy of organisational
policies and procedures to manage the risks effectively. The Committee is responsible for
monitoring and reviewing regulatory compliance within the institution. The Committee is
responsible for building and maintaining an infrastructure that promotes growth of a quality loan
portfolio and minimises losses within the constraints of established policies and relevant
regulations. The Committee approves credit limits up to a defined threshold. It also determines

and maintains adequate loan loss allowances.

The purpose of the Audit and Compliance Committee is to review and resolve audit issues and

have oversight and ensure compliance with legal and regulatory requirements.

The Asset and Liability Committee’s principal responsibility is to maintain an effective risk control
framework relating to balance sheet structure, liquidity and capital management and market risks
while achieving an optimal return. The Committee recommends policy directives to the Board of

Directors and provides analytical services relating to funding and investment strategies.

The Operations and Technology Working Group is responsible for operational risk and technology
related matters such as authorization of system changes, review of computer hardware/software

security and performance, overview of data integrity of transactions and information.

The Human Resources Working Group is responsible for overseeing various staff management
issues like capacity planning practices, succession planning, reviewing compensation and reward
policies, performance management schemes, framework for staff promotion and grading, and
staff training and development plan.

Credit risk management

Credit risk arises from the possibility that the counterparty in a transaction may default. It arises

from lending, trade finance, derivatives and other activities.

The Bank has policies and procedures in place to ensure that credit risk is properly addressed and
managed at the transaction and portfolio levels. The Board of Directors formulates and updates

the credit policies. The Bank’s credit policies define credit extension criteria, credit sanctions,



Table OVA: Overview of risk management

review and monitoring mechanisms, and the loan classification and provisioning policy.

To avoid large financial risk, the exposure to a single borrower or group of related borrowers is
limited to a percentage of the capital base. Country risk concentration is managed by setting up

country exposure limits and emphasising wide geographical spread of export markets.

The Bank holds collateral against advances to customers in the form of mortgages over property
and cash deposits. Collateral held as security for financial assets other than advances to customers

is determined by the nature of the instrument.

To mitigate credit risk, the Bank enters into netting arrangements with counterparties. Netting
arrangements provide that, if an event of default occurs, all outstanding transactions with the
counterparty will be terminated and all amounts outstanding will be settled on a net basis. Except
for the event of default, all outstanding transactions with the counterparty are settled on a gross

basis and generally do not result in offsetting the assets and liabilities in the balance sheet.

Market risk management

Market risk is the risk that movements in interest rates or foreign exchange rates will result in

losses in on and off balance sheet positions.

The Bank’s policy is to take no proprietary trading positions. The Bank does not engage in
speculative trading activities, and hence it is not exposed to market risk arising from the trading
book.

Currency risk management

Currency risk is the risk to earnings or capital emanating from the movement of foreign exchange
rates. Foreign exchange exposures originate mainly from the trade finance business. The risk
thereof is largely eliminated by consciously devising policies that expressly prohibit speculation in
currencies and mandate that trade finance related currency transactions are covered
simultaneously and aggregate net open positions are managed within limits. All exposures are
monitored by the finance department on a daily basis and reviewed periodically by the Asset and
Liability Management Committee.



Table OVA: Overview of risk management

The Bank does not trade in foreign currencies, nor takes any other exposures on account of its
clients. The Bank's foreign currency transactions primarily relate to discounting of foreign currency
export and import bills. The exchange positions arising from trade bills as well as customers’

foreign currency deposit-related transactions are covered in the local market.

From time to time the Bank enters into foreign exchange forward transactions to mitigate
currency risk.

As the majority of the Bank’s assets and liabilities are denominated in either Hong Kong dollars
("HK$") or United States dollars (“US$") and the US$ is pegged to the HK$, management does not

consider there to be any significant currency risk associated with them.

Interest rate risk management

The Bank’s interest rate risk positions arise from trade finance, investments, lending and deposit
taking activities. Interest rate risk primarily results from the timing difference in the repricing of
interest-bearing assets and liabilities. It also relates to positions from non-interest bearing
liabilities including shareholders’ funds, as well as from certain fixed rate trade finance
transactions and liabilities.

The Bank monitors interest rate movements by applying a weighting to assets and liabilities on
the balance sheet. Management monitors the weighted average rates on deposits, lending,
placements and investments to identify any mismatched exposures and alters the interest rate

strategy accordingly. Interest bearing deposits from customers are for a fixed maturity mostly for
a three month period and are generally utilised for a similar period. Surplus liquidity is placed in
the interbank market and investments. Hence the risk element is contained swiftly and the

magnitude of the risk posed by interest rates movement is considered low.

Liquidity risk management

Liquidity relates to the ability of a Bank to meet its obligations as they fall due. Liquidity and
funding risk is the risk that the Bank is unable to meet its payment obligations when due, or that it
is unable, on an on-going basis, to borrow funds in the market on an unsecured, or even secured,

basis at an acceptable price to fund actual or proposed commitments.



Table OVA: Overview of risk management

The Bank manages the liquidity structure of its assets, liabilities and commitments so as to ensure
that liquidity sources match funding needs and that the statutory liquidity maintenance ratio is

complied with.

The finance department reviews the current and prospective funding requirements for all
operations through monitoring of the liquidity maintenance ratio and the maturity mismatch
profile. Liquidity risk is managed by holding sufficient liquid assets (e.g. cash and short term
funds) of appropriate quality to ensure that short term funding requirements are covered within
prudent limits. Customer deposits form a significant part of the Bank’s overall funding and they
have remained relatively diversified and stable. Adequate standby facilities are maintained to
provide strategic liquidity to meet unexpected and material cash outflows in the ordinary course
of business. The Asset and Liability Management Committee measures the liquidity and adequacy
of funds periodically and evaluates the overall risks and mitigation. The Committee also manages

the funds and investments within the internal and regulatory framework.

Operational risk management

Operational risk is the risk of potential loss arising from inadequate or failure in internal processes,
people and systems or from external events. It arises from matters such as non-adherence to

systems and procedures or from frauds resulting in financial or reputational loss.

The Board of Directors and senior management are responsible for approving and reviewing the
overall business strategies and the policies for each major area of operations. An Operations and
Technology Working Group is in place to manage operational risks with oversight by the Risk and
Credit Committee.

The Bank recognises the importance of managing operational risk in a pro-active manner.
Operational risk management tools and mechanisms adopted include operational risk incidents
reporting, key risk indicators, operation manuals, accounting controls, business continuity

planning and insurance policies.

The Bank attaches great importance to conducting its business in a safe and sound manner. Strict
control is exercised at every level of operations. Additionally, an internal audit system plays an
essential role in ensuring due adherence to policies, various internal and statutory limits, and

regulatory requirements thus limiting operational risk.

10



Table OVA: Overview of risk management

Capital management

The Bank’s primary objectives when managing capital are to safeguard the Bank’s ability to
continue as a going concern, so that it can continue to provide returns for shareholders and
benefits for other stakeholders, by pricing products and services commensurate with the level of

risk being taken and by securing access to finance at a reasonable cost.

The Bank actively and regularly reviews and manages its capital structure to maintain a balance
between the higher shareholder returns that might otherwise be possible with greater gearing
and the advantages and security afforded by a sound capital position, and makes adjustments to

the capital structure in light of changes in economic conditions.

Compliance

Compliance is an integral part of the Bank's risk management function taking care of risks
associated with regulatory non-compliance and financial crime risks. The Bank places high
importance on the potential risks arising out of non-compliance including loss of reputation,

supervisory actions or other regulatory measures including monetary penalties.

The compliance function in the Bank has been given the responsibility of supervising and
mitigating compliance risk. Its mandate includes assimilation and dissemination of regulatory
requirements relating to the business of the Bank, compliance advisory for implementation of
relevant regulations and guidelines to various functions and conducting periodic self-assessments
and other regulatory compliance reviews on a risk based approach. It also manages the
framework and governance of anti-money laundering and counter-terrorist financing activities to
be prevented by the Bank.

The compliance function is tasked to regularly report compliance matters to Senior Management.
It also reports significant issues through the Audit and Compliance Committee to the Board of
Directors.

General

In order to assess the Bank's exposures to different types of risk, information on risks is reported

to Senior Management, Risk Committees and the Board of Directors periodically for their review.

This includes information on asset quality, liquidity, capital adequacy etc. The information is

11



Table OVA: Overview of risk management

discussed with regard to factors such as the Bank's risk profile and risk management strategies.

The Bank has established policies and procedure to define the risk tolerance limits and to identify,
measure, monitor, and report on risk. These are reviewed and updated on an on-going basis to
cater for statutory updates and best practices in risk management processes. These policies and
procedures are accessible by all staff on the Bank's internal electronic platform. For measuring and
monitoring of risk, risk analysis is conducted using different concentration dimensions such as by
credit rating, industry sector, country, currency etc. Risk limits and internal target ratios are set with
reference to the risk appetite of the Bank. The Bank periodically performs stress-tests on the
major risks such as credit risk and liquidity risk. Various stress testing methodologies and
techniques including sensitivity and scenario analyses are performed to evaluate the potential
impact under stressed situations.

12
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Template OV1: Overview of RWA

(HK$'000)

(a)

(@

Minimum capital

RWA requirements
31-Dec-2021 | 30-Sep-2021 31-Dec-2021
1 Credit risk for non-securitization exposures 1,875,173 1,930,258 150,014
2 Of which STC approach - - -
2a Of which BSC approach 1,875,173 1,930,258 150,014
3 Of which foundation IRB approach - - -
4 Of which supervisory slotting criteria approach - - -
5 Of which advanced IRB approach - - -
6 Counterparty default risk and default fund contributions 5,278 2,442 422
7 Of which SA-CCR approach N/A N/A N/A
7a Of which CEM 1,616 949 129
8 Of which IMM(CCR) approach - - -
9 Of which others 3,662 1,493 293
10 CVA risk - - -
11 Equity positions in banking book under the simple risk-weight - - -
method and internal models method
12 Collective investment scheme (“CIS") exposures — LTA* N/A N/A N/A
13 CIS exposures — MBA* N/A N/A N/A
14 CIS exposures — FBA* N/A N/A N/A
14a | CIS exposures — combination of approaches* N/A N/A N/A
15 Settlement risk - - -
16 Securitization exposures in banking book - - -
17 Of which SEC-IRBA - - -
18 Of which SEC-ERBA (including IAA) - - -
19 Of which SEC-SA - - -
19a Of which SEC-FBA - - -
20 Market risk - - -
21 Of which STM approach - - -
22 Of which IMM approach - - -
23 Capital charge for switch between exposures in trading book
and banking book (not applicable before the revised market
risk framework takes effect)* N/A N/A N/A
24 Operational risk 207,000 204,675 16,560
24a | Sovereign concentration risk* N/A N/A N/A
25 Amounts below the thresholds for deduction (subject to 250% - - -
RW)
26 Capital floor adjustment - - -
26a | Deduction to RWA (12,135) (12,077) 971)
26b Of which portion of regulatory reserve for general banking (5,951) (5,893) (476)
risks and collective provisions which is not included in Tier
2 Capital
26¢ Of which portion of cumulative fair value gains arising (6,184) (6,184) (494)
from the revaluation of land and buildings which is not
included in Tier 2 Capital
27 Total 2,075,316 2,125,298 166,025
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A OV : Jal b I B BE R B

(3#72/000)
@ (b) ©
TR e A BEEARE
202112 H 31 H 202012 H 31 H 2021412 H 31 H
1 JEs A L R S (5 F b 1,875,173 1,930,258 150,014
2 HoSTCEt &% . i .
2a HhBSCEEE 1,875,173 1,930,258 150,014
3 HoEBIRBI &% - - -
4 HoEEHEERIEE% - - -
5 HoBRIRBE & - - -
6 07 ER R R A RIE 5,278 2,442 422
7 E P SA-CCR* N/A N/A N/A
7a HepR{TABAETT A 1616 949 129
8 HIMM(CCR):H &% - - -
9 HopHE 3,662 1,493 293
10 CVA Jalfg - - -
11 | R 75 R A 70 ISR TR P e - - -
R
12 RS TR R E—LTA* N/A N/A N/A
13 RS R R S ——MBA* N/A N/A N/A
14 RS AT E R s ——FBA* N/A N/A N/A
1da | SEpLEsBER RS ——RAEHHEE N/A N/A N/A
15| AR - - -
16 | RIFIRANBESCERRREE - - -
17 HPSEC-IRBA - - -
18 ESEC-ERBA ( B1F1AA ) - - -
19 HPSEC-SA - - -
19a HSEC-FBA - - _
20| migAER - - -
21 HbSTMEH &% - - -
22 HbIMMET & - - -
23 | RSRERTIEZERNEREBNELER (&E
SIS AR R MAT R ) * N/A N/A N/A
24 EFRIRIEE IS 207,000 204,675 16,560
24a | grEREhER N/A N/A N/A
25 | ERINEPIEAEIEE (/E31E 250%ERHEE ) - - -
26 | EATIRHEE - - -
262 | e AR R (12,135) (12,077) 971
26b Hop R (5951) (5,893) (476)
CHREANN—RIRTERARESREREEE
HEWESH
26¢ Hop R afEE ZRERNI (6,184) (6,184) (494)
T RREYREESENAETNEEATEER
B0
27 st 2,075,316 2,125,298 166,025
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Template LI1: Differences between accounting and regulatory scopes of consolidation and mapping of financial statement categories with

regulatory risk categories

(HK$'000)

(a)

(b)

(0

()

(e)

(9

Carrying values
as reported in

Carrying values

arrying values of items:

not subject to

j . ital
published unrdezruslzsgr? o subject to credit CSE:{EZ::);?W subject to the subject to market requicraefn?nts or
financial consolidation risk framework credit risk securitization risk framework subject to
statements framework framework deduction from
capital

Assets

Cash and balances with banks 317,751 317,756 317,756 - - -
Investments 604,804 604,860 604,860 - - -
Trade bills 1,046,726 1,051,275 1,051,275 - - -
Advances to customers 868,859 877,511 877,511 - - -
Deferred tax assets 1,544 1,544 - - - 1,544
Fixed assets 78,576 78,576 78,576 - - -
Investment properties 19,434 19,434 19,434 - - -
Other assets 37,192 17,947 17,947 - - -
Total assets 2,974,886 2,968,903 2,967,359 - - 1,544
Liabilities

Deposits and balances from banks 429,475 429,475 - - - 429,475
Deposits from customers 1,650,664 1,650,664 - - - 1,650,664
Taxation 3,849 3,849 - - - 3,849
Other liabilities 319,822 319,822 - - - 319,822
Total liabilities 2,403,810 2,403,810 - - - 2,403,810
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PO LIL ¢ et S e & i T 22 1 R B T R L B R SR B
(*7t'000)
) (b) (© (d) (e) ® (@)
T H AR (E
TS BR | EREsamE ~ ~
FPE R THIEEIE Z (5 F R AELRH SZHFHEH 5 A 2R ZHIBRSIELSE | AREAHEHR
B FERRHEAAR | PR PR SRR AHTIRR

HE
4 R s h LT AR 2R 317,751 317,756 317,756 - . -
Eite={ 604,804 604,860 604,860 - - -
B e 1,046,726 1,051,275 1,051,275 - . -
& 868,859 877,511 877,511 - - -
RIERIA A 7 1,544 1,544 - - - 1,544
[l E 78,576 78,576 78,576 - - -
RS-t 19,434 19,434 19,434 - . -
H &z 37,192 17,947 17,947 - - -
HEE 2,974,886 2,968,903 2,967,359 - - 1,544
==
i R THFK 429,475 429,475 - - - 429,475
EAIRE 1,650,664 1,650,664 - - - 1,650,664
FrE 3,849 3,849 - - - 3,849
Hitr & 319,822 319,822 - - - 319,822
=T 2,403,810 2,403,810 - - - 2,403,810
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Template LI2: Main sources of differences between regulatory exposure amounts and carrying values in financial statements

(HK$'000)
@) (b) © (d) (e)
Items subject to:
Total credit risk securitization counterparty credit market risk
framework framework risk framework framework
1 Asset carrying value amount under scope of regulatory
consolidation (as per template LI1) 2,967,359 2,967,359 - -
2 Liabilities carrying value amount under regulatory scope of
consolidation (as per template LI1) - - - -
Total net amount under regulatory scope of consolidation 2,967,359 2,967,359 - -
Trade related contingencies 309,603 61,921 - -
5 Commitments that are unconditionally cancellable without
prior notice 1,655,816 - - -
6 Exposure amounts considered for regulatory purposes 4,932,778 3,029,280 . .
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fRRk LI2 & B b R HE B AR B 5 e T AV IR T {EL 2 TR A 22 B E AR

(&7T'000)
() (b) () (d) (e)
- LU HEZRARRAVIEE -
{5 FE B a2 A EAELE HF 775 F R ESE TR
1 EEESGOTHE THEERTDESEE (ZER L) 2,967,359 2,967,359
2 MBS EHIE NVA IR ESEE (AR L)
3 RSO HE NP 2,967,359 2,967,359
4 %8 S BRI s AR TE 309,603 61,921
5 B TR N Vw s h e ¢ 1,655,816
6 BT K B AT R RS R B SR 4,932,778 3,029,280
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Table LIA: Explanations of differences between accounting and regulatory exposure amounts

Template LI1:

The main differences between carrying values as reported in the published financial
statements and carrying values under scope of regulatory consolidation are due to

collectively assessed impairment allowances and customer liabilities under acceptances.

Template LI2:

The main driver for the difference between accounting values and amounts considered for

regulatory purposes is off-balance sheet amounts.

Fair value estimates:

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 financial instruments are determined with reference to valuation
techniques based on observable input. This includes instruments valued using quoted prices
for similar instruments in active markets or in markets that are considered less than active.
Market prices used in the valuation process are obtained from external parties and are
validated by an independent function within the Bank.
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Template PV1: Prudent valuation adjustments

(HK$'000)
(a) (b) (@ (d) (e) ® (@) (h)
Of which: = Of which:
. Interest . i, In the In the
Equity rates FX Credit Commodities| Total trading banking
book book

Close-out
uncertainty, of which:

Mid-market value
Close-out costs

Concentration

Early termination

Model risk

Operational risks

Investing and funding
costs

Unearned credit
spreads

10

Future administrative
costs

11

Other adjustments

12

Total adjustments
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Table CRA: General information about credit risk

Credit Risk arises from the possibility that the counterparty in a transaction may default. It

arises from lending, trade finance, derivatives and other activities.

The Bank has policies and procedures in place to ensure that credit risk is properly addressed
and managed at the transaction and portfolio levels. The Board of Directors formulates and
approves the credit policies. The Bank's credit policies define credit extension criteria, credit
sanctions, review and monitoring mechanisms and the loan classification and provisioning

policy. Risk, return and market situation are considered when setting all credit risk limits.

The Bank's credit risk strategy is defined as “To keep risks to a minimum through a clear policy
of broad diversification in terms of geography and product mix, and by spreading the Bank's
credit and trade financing activities over a wide range of customers, with the emphasis on
secured, short term, self-liquidating lending.” Concentration risk is addressed by limiting
exposure to a single borrower or group of related borrowers to a percentage of the Bank's
capital base. In addition, country risk concentration is managed by setting up country

exposure limits and emphasizing wide geographical spread of export markets.

The Bank has an effective credit risk management oversight process involving the credit risk
function, the Credit Committee, internal auditor and Board of Directors. The credit risk
function appraises the senior management and Board of Directors of the credit risk exposure
by means of periodic reports on portfolio health and credit quality. These reports, in turn
enable effective and informed decision making by the senior management and Board of
Directors. The Credit Committee monitors compliance with statutory and internal limits on
credit exposures. The internal auditor carries out regular audits to ensure compliance with the

stated policies.
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Template CR1:

Credit quality of exposures

(HK$'000)
@ | ® © ) (&) B ©
. Of which ECL accounting Of which
Gross carrying amounts . .
of provisions for credit losses ECL
on STC approach exposures | accounting
Allowances / Allocated in Allocated in F;rovmor.ls Net values
Non- impairments | regulatory regulatory Ior credit (a+b-0)
Defaulted | | ¢ 1ied category of | category of OST:;C’”
exposures specific collective
exposures
P provisions provisions approach
exposures
Loans - | 1,928,786 13,200 N/A N/A N/A 1,915,586
Debt | 604,860 87 N/A N/A N/A 604,773
securities
Off-balance N/A N/A N/A
sheet - 309,603 195 309,408
exposures
Total - | 2,843,249 13,482 N/A N/A N/A 2,829,767
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f&hk CR1 * I AERE HHE R

(#7T'000)
(a) (b) (c) (d) (e) (f) (9)
Horp A STCEHEDATRYERE | Hd : 5 IRB
DU IE H Ay 4AnR T ERIEMNE AIEATEHATE | sTEEA TR
R HHE IR g EfHie bRIER(E FE
S | SR smers | AR | (b
VR | R TTRE mEEA | mempy | POMERER
BRI | AR g | mEege | GiPEHE
1| & 1,928,786 13,200 N/A N/A N/A 1,915,586
2 | ESES 604,860 87 N/A N/A N/A 604,773
HEAMRE N/A N/A N/A
3 SRR 309,603 195 309,408
4 | 4= - 2,843,249 13,482 N/A N/A N/A 2,829,767
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Template CR2: Changes in defaulted loans and debt securities

(HK$'000)
(a)
Amount

1 Defaulted loans and debt securities at end of the previous reporting period 7,757
2 Loans and debt securities that have defaulted since the last reporting period -
3 Returned to non-defaulted status (4,168)
4 Amounts written off (3,589)
5 Other changes -
6 Defaulted loans and debt securities at end of the current reporting period -
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(#7T'000)
@)

B
1 P E—EREFRER SRR ARS8 7,757
2 HINS RN BT S ERS#5 -
3 HE EIREFINN (4,168)
4 HbEAR (3,589)
5 HAth g H) -
6 REfTRERETSR AR SR
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Table CRB: Additional disclosure related to credit quality of exposures

The Bank classifies the advances to customers and trade bills in accordance with the loan
classification system required to be adopted for reporting to the HKMA and follows the
“expected credit loss” (ECL) model for impairment. The credit quality of advances to

customers and trade bills can be analysed by the net carrying amount as follows:

(HKD'000)
2021
Advances to customers Stage 1 Stage 2 Stage 3 Total
Pass $ 747416 $ 111965 § - $ 859381
Special Mention - 18,129 - 18,129
Substandard - - - -
Doubtful - - - -
Loss - - - -
Loss allowance (2,704) (5,947) - (8,651)
Carrying amount $ 744712 S 124,147  § - $ 868859
2021

Trade bills Stage 1 Stage 2 Stage 3 Total
Pass $ 947431 % 103,844 § - $ 1,051,275
Special Mention - - - -
Substandard - - - -
Doubtful - - - -
Loss - - - -
Loss allowance (1,947) (2,602) - (4,549)
Carrying amount $ 945,484 % 101,242 § - $ 1,046,726
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Table CRB: Additional disclosure related to credit quality of exposures

The ageing analysis of gross amount of advances to customers and trade bills is as follows:

Advances to customers
Current
Overdue < 30 days

Overdue > 30 days

Total

Trade bills
Current
Overdue < 30 days

Overdue > 30 days

Total

All impaired advances to customers and trade bills at 31 December 2021 are located in Hong

Kong.

The Bank has policies and procedures for loan classification and provisioning. The ECL model

(HKD'000)
2021
Stage 1 Stage 2 Stage 3 Total
744,980 $ 125635 § - $ 870615
2,437 - - 2,437
- 4,459 - 4,459
747417 § 130,094 $ - $ 877,51
2021
Stage 1 Stage 2 Stage 3 Total
938,235 $ 103,844 § - $ 1,042,079
9,196 - - 9,196
947,431 $ 103,844 $ - $ 1,051,275

requires an ongoing measurement of credit risk associated with a financial asset.

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. Financial instruments for

which a 12-month ECL is recognised are referred to as “Stage 1 financial instruments”.
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Table CRB: Additional disclosure related to credit quality of exposures

Life-time ECL are the ECL that result from all possible default events over the expected life of
the financial instrument. Financial instruments for which a lifetime ECL is recognised but which

are not credit-impaired are referred to as "Stage 2 financial instruments".

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

— financial assets that are not credit-impaired at the reporting date: as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the entity in
accordance with the contract and the cash flows that the Bank expects to receive);

— financial assets that are credit-impaired at the reporting date: as the difference between
the gross carrying amount and the present value of estimated future cash flows; and

— financial guarantee contracts: the expected payments to reimburse the holder less any
amounts that the Bank expects to recover.

At each reporting date, the Bank assesses whether financial assets carried at amortised cost
and debt financial assets carried at FVOCI, are credit-impaired (referred to as "Stage 3
financial instruments"). 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 Bank on terms that the Bank would not
consider otherwise;
— it is becoming probable that the borrower will enter bankruptcy or other financial

reorganisation; or

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

A loan that has been renegotiated due to 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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Table CRB: Additional disclosure related to credit quality of exposures

In making an assessment of whether an investment in sovereign debt is credit-impaired, the

Bank 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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(#%7C'000)
2021
BEE#H FE—IEE IR EEEE =r-14
Et& $ 747416 $ 111,965 $ - $ 859381
FEERE - 18,129 - 18,129
RER - - - -
518 - - - -
B R (2,704) (5,947) - (8,651)
IR 448 $ 744712 % 124147 % - $ 868859
2021

BES5ER FEEE F R BB =r-1a
Gt $ 947431 $ 103,844 $ - $ 1,051,275
TR - - - -
RER - - _ .
518 - - - -
B TEEM (1,947) (2,602) - (4,549)
IR 448 $ 945484 $ 101,242 % - $ 1,046,726
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2021
BEF#® FIEE FIER BoIEE =14
E A $ 744980 $ 125635 $ - $ 870,615
WH <30 R 2,437 - - 2,437
WHE > 30 K - 4,459 - 4,459
“a $ 747,417 $ 130,094 $ - $ 877,511
2021
B5EE FIEE FEIER BoIEE =14
EH] $ 938235 § 103,844 $ - $ 1,042,079
WH <30 K 9,196 - - 9,196
Bl > 30 & - - _ _
“a $ 947431 $ 103,844 $ - $ 1,051,275
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Table CRC: Qualitative disclosures related to credit risk mitigation

The Board of Directors formulates and updates the policies and processes governing credit
risk mitigation. The Bank holds collateral against advances to customers in the form of
mortgages over property and cash deposits. Collateral held as security for financial assets

other than advances to customers is determined by the nature of the instrument.

To mitigate credit risk, the Bank enters into netting arrangements with counterparties.
Netting arrangements provide that, if an event of default occurs, all outstanding transactions
with the counterparty will be terminated and all amounts outstanding will be settled on a net
basis. Except for the event of default, all outstanding transactions with the counterparty are
settled on a gross basis and generally do not result in offsetting the assets and liabilities in the
balance sheet.

The Bank endeavours to maintain the effectiveness of the above said credit risk mitigants by

way of periodic revaluation of the collaterals and close monitoring.
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Template CR3: Overview of recognized credit risk mitigation

Of which defaulted

(HK$'000)
(a) (b) (© (d) (e)
Exposures Exposures Exposures Exposures
secured by
unsecured: Exposures to be secured by secured by recoanized
carrying secured recognized recognized cognized
credit derivative
amount collateral guarantees
contracts
1 | Loans 575,633 1,339,953 993,668 -
2 | Debt securities 604,773 - - -
3 | Total 1,180,406 1,339,953 993,668 -
4
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(:575000)
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1| &K 575,633 1,339,953 993,668 - -
2 | B 604,773 - - - -
3 | &5t 1,180,406 1,339,953 993,668 - -
4 | s - - - _ _
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Template CR4: Credit risk exposures and effects of recognized credit risk mitigation — for BSC approach

(HK$'000)
Version for Als using BSC approach ("BSC version”)
(@) (b) (© (d (e) V)
Exposures pre-CCF and pre-CRM Exposures post-CCF and post-CRM RWA and RWA density

Exposure classes On-balance sheetamount | Off-balance sheetamount | On-balance sheetamount | Off-balance sheetamount RWA RWA density
1 Sovereign exposures 34,396 - 34,396 - 34,396 100%
2 PSE exposures - - - - - -
3 Multilateral development bank exposures - - - - - -
4 Bank exposures 1,234,071 404,108 1,234,071 45,143 290,561 23%
5 Cash items 174,344 210,790 174,344 161,895 - 0%
6 Exposures in respect of failed delivery on - - - - - -

transactions entered into on a basis other

than a delivery-versus-payment basis
7 Residential mortgage loans - - - - - -
8 Other exposures 1,524,548 1,810,546 1,524,548 30,946 1,555,494 100%
9 Significant exposures to commerecial - - - - - -

entities
10 Total 2,967,359 2,425,444 2,967,359 237,984 1,880,451 59%
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BL{sE I BSC St RUVARZL AT AYRR A (" BSC JRA | )
@ | (b) © d) @ ("
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RS S S P A WU | R
1 B E RS R g 34,396 34,396 34,396 100%
2 | aEmEERES : : :
3| sasEREERES i i
4| SRTRBREYE 1,234,071 404,108 1,234,071 45,143 290,561 23%
5 B 4IEH 174,344 210,790 174,344 161,895 0%
6 | LB NG R R S : :

SRR RIS
7| e : :
8 Ho R R i 1,524,548 1,810,546 1,524,548 30,946 1,555,494 100%
9 | smEEmmOEARRAS : :
10 4T 2,967,359 2,425,444 2,967,359 237,984 1,880,451 59%
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Template CR5: Credit risk exposures by asset classes and by risk weights — for BSC approach

Version for Als using BSC approach (“BSC version”)

(HK$'000)

(@ (b) () (d) (e) U] 9) (h) 0]
Risk Weight Total credit risk
Exposure class 0% 10% 20% 35% 50% 100% 250% Others ex;é«:c)sFures amount (post
and post CRM)

1 Sovereign exposures - - - - - 34,396 - - 34,396
2 PSE exposures - - - - - - - - -
3 Multilateral development bank exposures - - - - - - - - -
4 Bank exposures - - 1,235,817 - - 43,397 - - 1,279,214
5 Cash items 336,239 - - - - - - - 336,239
6 Exposures in respect of failed delivery on transactions entered - - - - - - - - )

into on a basis other than a delivery-versus-payment basis
7 Residential mortgage loans - - - - - - - - -
8 Other exposures - - - - - 1,555,494 - - 1,555,494
9 Significant exposures to commercial entities - - - - - - - -
10 Total 336,239 - 1,235,817 - - 1,633,287 - - 3,205,343
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fRAR CRS © & A SRR A2 R b 1 B 1 o 3 B K ——

BSC 5tHA

(##%77°000)
BEEE BSC s EEATRE i AR A (("BSC HRA | )
(a) (b) (@ (d) (e) ) (e)] (h) (i)
45
rgeia:El
(EfF
[E RS 0% 10% 20% 35% 50% 100% 250% FHth CCF Fuif
s AR E R (NEELE
Uity
BEAN)
1 B E R R . . - 34,396 34,396
2 | AR - - -
3 g S IR T R SR IE - R -
4 | SRITEBRRIE - 1,235,817 - 43,397 1,279,214
5 | HamEE 336,239 - - - 336,239
6 DUESREHT A M A 7Y - - -
A Gy AT S F AT A ) i
7 FTHEE - R -
8 | HftmEbgKiE . . . 1,555,494 1,555,494
9 P T RS E AR R R - R -
10 | 4t 336,239 1,235,817 1,633,287 - 3,205,343
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Table CCRA: Qualitative disclosures related to counterparty credit risk (including those arising
from clearing through CCPs)

The Bank has adopted the Current Exposure Method for regulatory capital calculation of its
counterparty credit risk arising from derivative contracts booked in the banking book. As a
policy, the Bank does not engage in trading of derivatives. Furthermore, the Bank enters
only into foreign exchange forward contracts of short tenors. Since the Bank mainly enters
into USD / HKD FX forward transactions to cover its FX net open position, it is not
significantly exposed to fluctuations in the market as the HKD is pegged to the USD. To
minimize the counterparty risk, the Bank only deals with the prime banks or its own group
Banks. Agreements with counterparties including the FX forward limits are approved by the
senior management or the board of directors.

49



% CCRA : BN H T EHER (BfRET R G T EREL ) HITHi s

AITERAFR IR B AR TIREA T A Sl LR SEEN R SH T EHERE TR EE
AEtE - B TEOR » AT AESEEETAESR LA b A7 TR MEZ
HAELY o HRATT EEETSSTAETT/NE BRI 5 LU E BRI PR R e sl - ATl
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Template CCR1: Analysis of counterparty default risk exposures (other than those to CCPs) by

approaches
(HK$'000)
@) (b) () (d) (e) V)
Replacement Effective Alpha (q) usedfor | Default risk
cost RO PFE EPE computing default | exposure RWA
risk exposure after CRM
1 SA-CCR approach (for derivative - - 14 - -
contracts)
1a | CEM (for derivative contracts) 77 | 5,695 14 8,081 1,616
2 IMM (CCR) approach - - - -
3 Simple approach (for SFTSs) 18,311 3,662
4 Comprehensive approach (for - -
SFTs)
5 VaR (for SFTs) - -
6 Total 5,278
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fBfil CCR1 = HETRUAS RIS T E R R R R AL (s 58 TR R R IERRIN) 738

(#%71°000)
@) (b) © (d) e) )
. . s TR/
i BER IR el [ ERE
N LA HHTFE FE PR N
Pk o Wit et TEPYABERGE B
= = = P Rd
1 SA-CCR 3835 (EHET4 TE - - 14 -
&=&)
1a AT RIE 5k 77 5,695 14 8,081 1,616
2 IMM(CCR)3 1855 - _ )
3 275 (HNEHFRMERS) 18,311 3,662
4 STI7E CHNEARMERS) -
5 ElglE (BRESHFMERS) -
6 4EeT 5,278
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Template CCR2: CVA capital charge

(HK$'000)
(a) (b)
EAD post CRM RWA

Netting sets for which CVA capital charge is calculated by the advanced
CVA method

1 (i) VaR (after application of multiplication factor if applicable) -
2 (ii) Stressed VaR (after application of multiplication factor if applicable) -

3 Netting sets for which CVA capital charge is calculated by the
standardized CVA method

4 Total - -
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fehk CCR2 : FHIfH{EREE (CVA) BEARZK

A~ wWwoN

(#%7T'000)
@) (b)
ELRFREAS R
B SR T JEg A B
1ENHY EAD

[EFS Sk CVA TR CVA TAREDRIY ST R &
(i) E\pmiE (EREERNE (EMH) %)

(i) ZERE\fmE (EREERNE (OEM) %)
{EFZME CVA J5i531E CVA BARTDRIT B B4l S

A
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Template CCR3: Counterparty default risk exposures (other than those to CCPs) by asset classes and by risk weights — for BSC approach

(HK$'000)
Version for Als using the BSC approach (“BSC version”)
(@) (b) (© (ca) (d) V) (ga) (h) (i)
Risk Weight [

I 0% | 10% | 20% | 35% | 50% | 100% | 250% | Others | IOt defaultrisk
Exposure class exposure after CRM
1 Sovereign exposures - - - - - - - - -
2 PSE exposures - - - - - - - - -
3 Multilateral development bank exposures - - - - - - - - -
4 Bank exposures - - 26,392 - - - - - 26,392
5 CIS exposures - - - - - - - - -
6 Other exposures - - - - - - - - ;
7 Significant exposures to commercial entities - - - - - - - - -
8 Total - -| 26,392 - - - - - 26,392
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fBfil CCR3 : for & AR 2 M b A Sy O 7 B B e s R IE (s B TRy abg R IERRIN) —— BSCEtRLE

(L6 BSC SHEVARYEE AT A FHAVRRAS (T BSC A | )

(F&7c'000)

(b)

(ca)

(d)

(ga)

(i)

B A HE S

[\

0%

10%

20%

35
%

50%

100%

250%

oAt

ERF A5 F B s T 5
T PN R4 2 R B P e
¥

o N o b~ W N

B 7 R bR
NERALEERE

% B SRR T R I
HRAT R AR
RAGTC AT B R
LAt b A A
HEEE R ERERRE
Hst

26,392

26,392

26,392

26,392
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Template CCR5: Composition of collateral for counterparty default risk exposures (including

those for contracts or transactions cleared through CCPs)

(HK$'000)

@ ® | © (d) @ ("

Derivative contracts SFTs
Fair value of reco.gnized Fair value of posted Fair valge of Fair value of
collateral received collateral recognized
collateral posted
Segregated |Unsegregated| Segregated |Unsegregated|  oceived collateral

Cash - domestic currency - - - - - -
Cash - other currencies - - - - 149,671 -
Domestic sovereign debt - - - - - -
Other sovereign debt - - - - - -
Government agency debt - - - - - ,
Corporate bonds - - - - - -
Equity securities - - - - - ;
Other collateral - - - - - -
Total - - - - 149,671 -

57




Ak CCRS = (E BT TR R E AR EE (BT RS THERN SN SE)
HRER EITEN Y

(#75/000)
(a) (b) © (d) © 0
i LAY BHREL S
HHRARE PR S5 AT | TR | RR
ATAEE TEREILS | EHIA TR
P 43I P SE53IREY A &
B4 — A L0
B4 — Hp 0 - - - - 149,671
A
LA B
BUFFHERE (%
EEES
RS
LA
=t - - - - 149,671
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Template CCR6: Credit-related derivatives contracts

(HK$'000)

(a) (b)

Protection bought Protection sold

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) - -
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Template CCR8: Exposures to CCPs

(HK$'000)

(a)

(b)

Exposure after CRM RWA
1 Exposures of the Al as clearing member or clearing client to )
qualifying CCPs (total)
2 Default risk exposures to qualifying CCPs (excluding items disclosed ) )
in rows 7 to 10), of which:
3 (i) OTC derivative transactions - -
4 (i) Exchange-traded derivative contracts - -
5 (iii) Securities financing transactions - -
6 (iv) Netting sets subject to valid cross-product netting agreements - -
7 Segregated initial margin -
8 Unsegregated initial margin - -
9 Funded default fund contributions - -
10 | Unfunded default fund contributions - -
11 | Exposures of the Al as clearing member or clearing client to )
non-qualifying CCPs (total)
12 | Default risk exposures to non-qualifying CCPs (excluding items i )
disclosed in rows 17 to 20), of which:
13 | (i) OTC derivative transactions - -
14 | (i) Exchange-traded derivative contracts - -
15 | (iii) Securities financing transactions - -
16 | (iv) Netting sets subject to valid cross-product netting agreements - -
17 | Segregated initial margin -
18 | Unsegregated initial margin - -
19 | Funded default fund contributions - -
20 | Unfunded default fund contributions - -

61
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(7#71'000)
() (b)
EFRFRIE(E
k=i e i
STEAENHY o6
JEf A A

SRR RERRREE FH OB T IR SH T IR RE (85)

2 HEERRP IR S E T EE RN EEANE CREFERSE 7 2 10 73N

HE) o He: .
3 (i) BHMTETEZ S _
4 (i) ZSATEENTE TEAY .
5 (i) FEHRMELS) _
6 (iv) RS S S A IR s B & .
7 SyRRHIBH B fRaE &
8 FESTBRIIB B fReE .
9 DB SRR B AR .
10 | JENES I RAETRGRIE .
11 | RURBEREERERZFHIGERPAXSHF IR ERERE (48%5) -
12 | HAEERDIZ ST TGRS ERIERAE (REFERSE 17 % 20 178

BIEE) o Hip e .
13 | () BIMTETERS .
14 | (i) ZSFTEEITETEEY .
15 | (i) HHFMERS .
16 | (iv) ZAEESE PSRRI P B S .
17 | SlRNBEERES
18 | FESIRIIBH ARG S .
19 B TR RE RS RE B}
20 3FL1‘“%S'Z?#EI’J@§% A _
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Table SECA: Qualitative disclosures related to securitization exposures

The Bank does not engage in securitization activities.
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Template SEC1: Securitization exposures in banking book

(HK$'000)

(a)

(b)

(@

(d)

(e)

(f)

(9)

(h)

(i

Acting as originator (excluding sponsor)

Acting as sponsor

Acting as investor

Traditional

Synthetic

Sub-total

Traditional

Synthetic

Sub-total

Traditional

Synthetic

Sub-total

Retail (total) — of which:
residential mortgage
credit card
other retail exposures

re-securitization exposures

/

O o N ol b~ W N

11

Wholesale (total) — of which:

loans to corporates
commercial mortgage
lease and receivables
other wholesale

re-securitization exposures

N/A

/

/
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Template SEC2: Securitization exposures in trading book

(HK$'000)

@) (b) (© (d) (e) (f) (9) (h) ‘ (i)
Acting as originator (excluding sponsor) Acting as sponsor Acting as investor
Traditional Synthetic Sub-total Traditional Synthetic Sub-total Traditional Synthetic Sub-total

—_

Retail (total) - of which: /
residential mortgage /
credit card
other retail exposures /

re-securitization exposures

Wholesale (total) — of which: | N/A

loans to corporates /
commercial mortgage /
lease and receivables /
other wholesale

re-securitization exposures /

O© 00 N ool B~ W N

N
o

—_
—_
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9 | MERMEEH
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Template SEC3: Securitization exposures in banking book and associated capital requirements — where Al acts as originator

(HK$'000)
@l ®loloalel ol @ olologl @ lolm][onl o [@] «@
Exposure values (by RW bands) Exposure values RWAs Capital charges after cap
(by regulatory approach) (by regulatory approach)
;% ;\O: z ;\9 % ; g 2 é 2 5 b & é 2 3 b g é 2 3 b 7
£ | 8z 858|292 B:| o |ulsg| S| 9| g9lelg 2| 9| 2 lsiz o ¢
Vi A 0 A = AV — %) wn <= %) %) %) wn <= %) %) %) wn <= %) %)
1 Total exposures
2 | Traditional securitization L
3 Of which securitization /
4 Of which retail /
5 Of which wholesale /
6 Of which re-securitization L
7 Of which senior //
8 Of which non-senior 1 N/A
9 | Synthetic securitization —
10 Of which securitization /
11 Of which retail //
12 Of which wholesale /
13 Of which re-securitization /
14 Of which senior /
15 Of which non-senior
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Template SEC4: Securitization exposures in banking book and associated capital requirements — where Al acts as investor

(HK$'000)

@)

[ ) ]

©

[ @ ]

(e)

w1 @ o] 0

O [ ®

Lo [ m

m | @ [l

Exposure values (by RW bands)

Exposure values
(by regulatory approach)

RWAs
(by regulatory approach)

Capital charges after cap

2l ez| 28|85 . | Ele. | <| s Ble. | <| 5| Ela. | <| =
R | RE| me|ER | 2 s | 9E G T 9E S - I
S| 8| 38(2%3 &=z| 9| 2Sg 2| 9 9l RsET 2| @ R A I
VI A 0 A — AV — %) wn < < wn (%) ) wn < < %) (%) %) wn < < %) %)

1 Total exposures

2 | Traditional securitization L—

3 Of which securitization /

4 Of which retail —]

5 Of which wholesale //

6 Of which re-securitization /

7 Of which senior L —1

8 Of which non-senior |4 N/A

9 | Synthetic securitization L—

10 Of which securitization /

11 Of which retail //

12 Of which wholesale /

13 Of which re-securitization 1

14 Of which senior 1

15 Of which non-senior
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Template KM1: Key prudential ratios

(HK$'000)
@) (b) © (d) (e)
31-Dec- 30-Sep- 30-Jun- 31-Mar- 31-Dec-
2021 2021 2021 2021 2020
Regulatory capital (amount)
1 Common Equity Tier 1 (CET1) 542,289 534,689 527,074 530,902 525,041
2 Tier 1 542,289 534,689 527,074 530,902 525,041
3 Total capital 570,855 563,908 557,476 557,945 552,042
RWA (amount)
4 Total RWA 2,075,316 | 2,125,298 | 2,219,619 | 1,946,166 | 1,942,085
Risk-based regulatory capital ratios (as a percentage of RWA)
5 CET1 ratio (%) 26.13% 25.16% 23.75% 27.28% 27.03%
6 Tier 1 ratio (%) 26.13% 25.16% 23.75% 27.28% 27.03%
7 Total capital ratio (%) 27.51% 26.53% 25.12% 28.67% 28.43%
Additional CET1 buffer requirements (as a percentage of RWA)
8 Capital conservation buffer requirement (%) 2.500% 2.500% 2.500% 2.500% 2.500%
9 Countercyclical capital buffer requirement (%) 0.824% 0.841% 0.791% 0.820% 0.808%
10 Higher loss absorbency requirements (%) N/A N/A N/A N/A N/A
(applicable only to G-SIBs or D-SIBs)
11 Total Al-specific CET1 buffer requirements (%) 3.324% 3.341% 3.291% 3.320% 3.308%
12 CET1 available after meeting the Al's 14.257% | 13.283% | 11.866% | 15.419% | 15.175%
minimum capital requirements (%)
Basel Il leverage ratio
13 Total leverage ratio (LR) exposure measure 3,387,653 | 3,308,516 | 3,635,817 | 2,899,790 | 2,917,636
14 | R®) 16.01% 16.16% 14.50% 18.31% 18.00%
Liquidity Coverage Ratio (LCR) / Liquidity Maintenance Ratio (LMR)
Applicable to category 1 institution only:
15 Total high quality liquid assets (HQLA) N/A N/A N/A N/A N/A
16 Total net cash outflows N/A N/A N/A N/A N/A
17 LCR (%) N/A N/A N/A N/A N/A
Applicable to category 2 institution only:
17a | LMR (%) 69.25% 80.64% 84.70% 67.76% 75.50%
Net Stable Funding Ratio (NSFR) / Core Funding Ratio (CFR)
Applicable to category 1 institution only:
18 Total available stable funding N/A N/A N/A N/A N/A
19 Total required stable funding N/A N/A N/A N/A N/A
20 NSFR (%) N/A N/A N/A N/A N/A
Applicable to category 2A institution only:
20a CFR (%) N/A N/A N/A N/A N/A
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AR KM1 . FEEEE 2

(#7t'000)
(@ (b) () (d) (e)
2021 4 2021 4 2021 4 20214 | 2020 4E
12H31H |9H30H | 6830H |3H31H | 12831H
BEES (B3
1 WAL 4 (CET1) 542,289 534,689 527,074 | 530,902 525,041
2 —4 542,289 534,689 527,074 | 530,902 525,041
3 HaE 570,855 563,908 557,476 | 557,945 552,042
IR (BAH)
4 JEEL R e B R A A 2,075,316 | 2,125,298 | 2,219,619 | 1,946,166 | 1,942,085
Bl RABEEEALR (UEBIEEENESRRR)
5 CET1 LL# (%) 26.13% 25.16% 2375% | 27.28% 27.03%
6 —4EEFR (%) 26.13% 25.16% 23.75% 27.28% 27.03%
7 HEARLER (%) 27.51% 26.53% 25.12% 28.67% 28.43%
5 CET1 @EER (DUBRRIIEREENE %R )
8 PisgarEE AR (%) 2.500% 2.500% 2.500% | 2.500% 2.500%
9 AR ETE ARTIR (%) 0.824% 0.841% 0.791% 0.820% 0.808%
10 | BERUESEREER (%) (JUBIR G-SIB 5 N/A N/A N/A N/A N/A
D-SIB)
11 SUTTHEREES B4R CET1 SEEE0R (%) 3.324% 3.341% 3291% | 3.320% 3.308%
12| FFEser IR EERFER T K CET1 14.257% | 13.283% 11.866% | 15419% | 15.175%
(%)
(BEE#EHE=) HEiRhE
13 | YerEfRibRRBEETE 3,387,653 | 3,308,516 | 3,635817 | 2,899,790 | 2,917,636
14 | EIELLZE(LR) (%) 16.01% 16.16% 14.50% 18.31% 18.00%
TEMEEEILIR(LCR) / FRENMEAERF LR (LMR)
FUBFHIASE 1 S
15 BE B A (HQLA)AEEH N/A N/A N/A N/A N/A
16 AR B AR N/A N/A N/A N/A N/A
17 | LCR (%) N/A N/A N/A N/A N/A
FUBFHIASE 2 JEishs
17a | LMR (%) 69.25% 80.64% 8470% | 67.76% 75.50%
REZSFHER(NSFR) / Z0OEEEEE(CFR)
FUBFIAES 1 JEHAE -
18 o] IR E & 4R N/A N/A N/A N/A N/A
19 PR e & 483 N/A N/A N/A N/A N/A
20 | NSFR (%) N/A N/A N/A N/A N/A
FUBFIIASE 2A JEtsRs -
20a | CFR (%) N/A N/A N/A N/A N/A
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Template CC1: Composition of regulatory capital

(HK$'000)
C) (b)
Source based on
reference
numbers/letters of
Amount the balance sheet
under the
regulatory scope of
consolidation
CET1 capital: instruments and reserves
1 Directly issued qualifying CET1 capital instruments plus any related share 300,000 [a]
premium
2 Retained earnings 245,541 [b]
3 Disclosed reserves 25,536 [c]+[d]+[e]+If]
4 Directly issued capital subject to phase-out arrangements from CETT (only Not applicable Not applicable
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 adjustments 571,077
CET1 capital: regulatory deductions
7 Valuation adjustments -
8 Goodwill (net of associated deferred tax liabilities) -
9 Other intangible assets (net of associated deferred tax liabilities) -
10 Deferred tax assets (net of associated deferred tax liabilities) 1,544 [g]
11 Cash flow hedge reserve -
12 Excess of total EL amount over total eligible provisions under the IRB -
approach
13 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 -
15 Defined benefit pension fund net assets (net of associated deferred tax -
liabilities)
16 Investments in own CET1 capital instruments (if not already netted off -
paid-in capital on reported balance sheet)
17 Reciprocal cross-holdings in CET1 capital instruments -
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)
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)
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 Not applicable Not applicable
deferred tax liabilities)
22 Amount exceeding the 15% threshold Not applicable

Not applicable
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(HK$'000)

(a) (b)
Source based on
reference
numbers/letters of
Amount the balance sheet

under the
regulatory scope of
consolidation

23 of which: significant investments in the ordinary share of financial sector | Not applicable Not applicable
entities
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 27,244
26a | Cumulative fair value gains arising from the revaluation of land and buildings 11,244 [c]
(own-use and investment properties)
26b Regulatory reserve for general banking risks 16,000 [d]+[e]
26c | Securitization exposures specified in a notice given by the MA -
26d | Cumulative losses below depreciated cost arising from the institution's -
holdings of land and buildings
26e | Capital shortfall of regulated non-bank subsidiaries -
26f Capital investment in a connected company which is a commercial entity -
(amount above 15% of the reporting institution's capital base)
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 28,788
29 CET1 capital 542,289
AT1 capital: instruments
30 Qualifying AT1 capital instruments plus any related share premium -
31 of which: classified as equity under applicable accounting standards -
32 of which: classified as liabilities under applicable accounting standards -
33 Capital instruments subject to phase-out arrangements from AT1 capital -
34 AT1 capital instruments issued by consolidated bank subsidiaries and held by -
third parties (amount allowed in AT1 capital of the consolidation group)
35 of which: AT1 capital instruments issued by subsidiaries subject to -
phase-out arrangements
36 AT1 capital before regulatory deductions -
AT1 capital: regulatory deductions
37 Investments in own AT1 capital instruments -
38 Reciprocal cross-holdings in AT1 capital instruments -
39 Insignificant LAC investments in AT1 capital instruments issued by financial -
sector entities that are outside the scope of regulatory consolidation
(amount above 10% threshold)
40 Significant LAC investments in AT1 capital instruments issued by financial -
sector entities that are outside the scope of regulatory consolidation
41 National specific regulatory adjustments applied to AT1 capital -
42 Regulatory deductions applied to AT1 capital due to insufficient Tier 2 capital -
to cover deductions
43 Total regulatory deductions to AT1 capital -
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(HK$'000)

(@ (b)
Source based on
reference
numbers/letters of
Amount the balance sheet
under the
regulatory scope of
consolidation
44 AT1 capital -
45 Tier 1 capital (T1 = CET1 + AT1) 542,289
Tier 2 capital: instruments and provisions
46 Qualifying Tier 2 capital instruments plus any related share premium -
47 Capital instruments subject to phase-out arrangements from Tier 2 capital -
48 Tier 2 capital instruments issued by consolidated bank subsidiaries and held -
by third parties (amount allowed in Tier 2 capital of the consolidation group)
49 of which: capital instruments issued by subsidiaries subject to phase-out -
arrangements
50 Collective provisions and regulatory reserve for general banking risks eligible 23,506 [e]+[h]+[i]
for inclusion in Tier 2 capital
51 Tier 2 capital before regulatory deductions 23,506
Tier 2 capital: regulatory deductions
52 Investments in own Tier 2 capital instruments -
53 Reciprocal cross-holdings in Tier 2 capital instruments and non-capital LAC -
liabilities
54 Insignificant LAC investments in Tier 2 capital instruments issued by, and -
non-capital LAC liabilities of, financial sector entities that are outside the
scope of regulatory consolidation (amount above 10% threshold and, where
applicable, 5% threshold)
54a | Insignificant LAC investments in non-capital LAC liabilities of financial sector -
entities that are outside the scope of regulatory 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)
55 Significant LAC investments in Tier 2 capital instruments issued by financial -
sector entities that are outside the scope of regulatory 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 5,060
56a | Add back of cumulative fair value gains arising from the revaluation of land 5,060
and buildings (own-use and investment properties) 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 5,060
58 Tier 2 capital (T2) 28,566
59 Total regulatory capital (TC = T1 + T2) 570,855
60 Total RWA 2,075,316
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(HK$'000)

@)

(b)

Source based on
reference
numbers/letters of

Amount the balance sheet
under the
regulatory scope of
consolidation
Capital ratios (as a percentage of RWA)
61 CET1 capital ratio 26.13%
62 Tier 1 capital ratio 26.13%
63 Total capital ratio 27.51%
64 Institution-specific buffer requirement (capital conservation buffer 3.324%
plus countercyclical capital buffer plus higher loss absorbency
requirements)
65 of which: capital conservation buffer requirement 2.500%
66 of which: bank specific countercyclical capital buffer requirement 0.824%
67 of which: higher loss absorbency requirement 0.00%
68 CET1 (as a percentage of RWA) available after meeting minimum capital 14.257%
requirements
National minima (if different from Basel 3 minimum)
69 National CET1 minimum ratio Not applicable Not applicable
70 National Tier 1T minimum ratio Not applicable Not applicable
71 National Total capital minimum ratio Not applicable Not applicable
Amounts below the thresholds for deduction (before risk weighting)
72 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
73 Significant LAC investments in CET1 capital instruments issued by financial -
sector entities that are outside the scope of regulatory consolidation
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 Not applicable Not applicable
deferred tax liabilities)
Applicable caps on the inclusion of provisions in Tier 2 capital
76 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to 29,457 [d]+[e]+[j]
the BSC approach, or the STC approach and SEC-ERBA, SEC-SA and SEC-FBA
(prior to application of cap)
77 Cap on inclusion of provisions in Tier 2 under the BSC approach, or the STC 23,506 [e]+[h]+[i]
approach, and SEC-ERBA, SEC-SA and SEC-FBA
78 Provisions eligible for inclusion in Tier 2 in respect of exposures subject to Not applicable
the IRB approach and SEC-IRBA (prior to application of cap)
79 Cap for inclusion of provisions in Tier 2 under the IRB approach and Not applicable
SEC-IRBA
Capital instruments subject to phase-out arrangements
(only applicable between 1 Jan 2018 and 1 Jan 2022)
s80 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 Not applicable Not applicable

and maturities)
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@)

(b)

Amount

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

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

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

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

85 Amount excluded from Tier 2 capital due to cap (excess over cap after -

redemptions and maturities)
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Template CC2: Reconciliation of regulatory capital to balance sheet

(HK$'000)
(a) (b) ()
Balance sheet as in | Under regulatory
published financial scope of
statements consolidation Reference
(as at 31-Dec-2021) | (as at 31-Dec-2021)
Assets
Cash and short-term funds with banks 317,751 317,751
Of which: Stages 1 and 2 expected credit loss (5) (5) [il
Placements with banks maturing between one and twelve months - -
Of which: Stages 1 and 2 expected credit loss - -
Investments 604,804 604,804
Of which: Stages 1 and 2 expected credit loss (56) (56) [l
Trade bills 1,046,726 1,046,726
Of which: Stage 3 expected credit loss - -
Of which: Stages 1 and 2 expected credit loss (4,549) (4,549) il
Of which: Collective impairment allowances reflected in regulatory capital - (3,701) [h]
Advances to customers 868,859 868,859
Of which: Stage 3 expected credit loss - -
Of which: Stages 1 and 2 expected credit loss (8,657) (8,657) il
Of which: Collective impairment allowances reflected in regulatory capital - (7,037) [i]
Property, plant and equipment 78,576 78,576
Investment properties 19,434 19,434
Taxation - -
Deferred tax assets 1,544 1,544 [g]
Other assets 37,192 37,192
Of which: Stages 1 and 2 expected credit loss (17) (17) 1]
Total assets 2,974,886 2,974,886
Liabilities
Deposits and balance due to banks 429,475 429,475
Deposits from customers 1,650,664 1,650,664
Taxation 3,849 3,849
Other liabilities 319,822 319,822
Of which: Stages 1 and 2 expected credit loss 185 185 [il
Total liabilities 2,403,810 2,403,810
Shareholders’ equity
Share capital 300,000 300,000 [a]
Reserves 271,076 271,076
Of which: Property revaluation reserve 11,244 11,244 [c]
Of which: Regulatory reserve 16,000 -
Of which: Regulatory reserve not eligible for inclusion in regulatory capital - 3232 [d]
Of which: Regulatory reserve reflected in regulatory capital - 12,768 [e]
Of which: Fair value reserve (1,708) (1,708) [fl
Of which: Retained profits 245,540 245,540 [b]
Total shareholders’ equity 571,076 571,076
Total equity and liabilities 2,974,886 2,974,886
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(b)
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i Nyt 2,974,886 2,974,886
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Table CCA: Main features of regulatory capital instruments

(@)

Quantitative / qualitative
information

1 Issuer Habib Bank Zurich
(Hong Kong) Limited

2 Unique identifier (e.g. CUSIP, ISIN or Bloomberg identifier for private placement) LEI: 54930066NPX3B50SR148
3 Governing law(s) of the instrument Hong Kong

Regulatory treatment
4 Transitional Basel Ill rules N/A
5 Post-transitional Basel Ill 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 millions, as of most recent HK$300

reporting date)
9 Par value of instrument N/A
10 | Accounting classification Shareholders’ equity
11 | Original date of issuance 22 May 1979
12 | Perpetual or dated Perpetual
13 Original maturity date No maturity
14 | Issuer call subject to prior supervisory approval No
15 Optional call date, contingent call dates and redemption amount N/A
16 Subsequent call dates, if applicable N/A

Coupons / dividends
17 Fixed or floating dividend / coupon Floating
18 Coupon rate and any related index N/A
19 Existence of a dividend stopper No
20 Fully discretionary, partially discretionary or mandatory Fully discretionary
21 Existence of step-up or other incentive to redeem No
22 Non-cumulative or cumulative Non-cumulative
23 | Convertible or non-convertible Non-convertible
24 If convertible, conversion trigger(s) N/A
25 If convertible, fully or partially N/A
26 If convertible, conversion rate N/A
27 If convertible, mandatory or optional conversion N/A
28 If convertible, specify instrument type convertible into N/A
29 If convertible, specify issuer of instrument it converts into N/A
30 | Write-down feature No
31 If write-down, write-down trigger(s) N/A
32 If write-down, full or partial N/A
33 If write-down, permanent or temporary N/A
34 If temporary write-down, description of write-up mechanism N/A
35 | Position in subordination hierarchy in liquidation (specify instrument type

immediately senior to instrument in the insolvency creditor hierarchy of the legal

entity concerned). N/A
36 | Non-compliant transitioned features No
37 | If yes, specify non-compliant features N/A
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Template CCyB1: Geographical distribution of credit exposures used in countercyclical capital
buffer ("CCyB")

(HK$'000)
@) () C) (e)
Geographical Applicable RWA used in e
breakdown by JCCyB ratio in computation of Al sz-::;fl(co /(;CyB CCyB amount
Jurisdiction (J) effect (%) CCyB ratio °
1 Hong Kong SAR 1.000% 1,035,268

2 Sum 1,035,268
3 Total 1,256,782 0.824% 10,353
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fERRCCyBT : PRI BHREE E A (CCyB) M E M AR AIREIM S 75

(3#7/000)
@ © (d) (@)
BNt B =
RESEREOSILG | ncumm) | DA REAR | EURERER | e
Strisks3 A Coyptomy | EEAALEL | EREDEAL 2%
R (%) ’
1 EEREE 1.000% 1,035,268
2 A 1,035,268
3 st 1,256,782 0.824% 10,353
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Template LR1: Summary comparison of accounting assets against leverage ratio ("LR")

exposure measure

(@)

Item Value under the LR
framework
(HK$'000 equivalent)
1 Total consolidated assets as per published financial statements 2,974,886
2 Adjustment for investments in banking, financial, insurance or commercial entities that
are consolidated for accounting purposes but outside the scope of regulatory -
consolidation
2a Adjustment for securitised exposures that meet the operational requirements for the
recognition of risk transference
3 Adjustment for fiduciary assets recognised on the balance sheet pursuant to the -
applicable accounting standard but excluded from the LR exposure measure
3a Adjustments for eligible cash pooling transactions
4 Adjustments for derivative contracts 8,081
5 Adjustment for SFTs (i.e. repos and similar secured lending) 186,295
6 Adjustment for off-balance sheet (“OBS") items (i.e. conversion to credit equivalent 227,503
amounts of OBS exposures)
6a Adjustments for prudent valuation adjustments and specific and collective provisions -
that are allowed to be excluded from exposure measure
Other adjustments 9,112)
8 Leverage ratio exposure measure 3,387,653
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2,974,886

8,081
186,295

227,503

9.112)

3,387,653
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Template LR2: Leverage ratio ("LR")

(a)

(b)

HK$'000 equivalent

31-Dec-2021 | 30-Sep-2021
On-balance sheet exposures
1 ;)nncik;a::I?Scsustlf}iiltuzﬁﬁgs:c:ﬁ:t(ee;cl;uding those arising from derivative contracts 2967318 2981877
2 Less: Asset amounts deducted in determining Tier 1 capital (1,544) (1,108)
3 Total on-balance sheet exposures (excluding derivative contracts and SFTs) 2,965,774 2,980,769
Exposures arising from derivative contracts
4 Repl.ac.ement cost z.:lss.ociated vyith all deriyativg contracts (where applicable net 108 10
of eligible cash variation margin and/or with bilateral netting)
5 Add-on amounts for PFE associated with all derivative contracts 7,973 4,733
6 Gross-up for collateral provided in respect of derivative contracts where
deducted from the balance sheet assets pursuant to the applicable accounting - -
framework
7 Less: Deductions of receivables assets for cash variation margin provided under i i
derivative contracts
8 Less: Exempted CCP leg of client-cleared trade exposures - -
9 Adjusted effective notional amount of written credit-related derivative contracts - -
10 Less: Adjusted effective notional offsets and add-on deductions for written i i
credit-related derivative contracts
11 Total exposures arising from derivative contracts 8,081 4,743
Exposures arising from SFTs
12 Scrssz:tFi'rl;;iiae:]sS;\:tiitgnr;o recognition of netting), after adjusting for sale 167.983 89,283
13 Less: Netted amounts of cash payables and cash receivables of gross SFT assets - -
14 CCR exposure for SFT assets 18,312 8,031
15 Agent transaction exposures - -
16 Total exposures arising from SFTs 186,295 97,314
Other off-balance sheet exposures
17 Off-balance sheet exposure at gross notional amount 1,965,419 1,895,767
18 Less: Adjustments for conversion to credit equivalent amounts (1,737,916) (1,670,077)
19 Off-balance sheet items 227,503 225,690
Capital and total exposures
20 Tier 1 capital 542,289 534,689
20a | Total exposures before adjustments for specific and collective provisions 3,387,653 3,308,516
20b | Adjustments for specific and collective provisions = =
21 Total exposures after adjustments for specific and collective provisions 3,387,653 3,308,516
Leverage ratio
22 Leverage ratio 16.01% 16.16%
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Table LIQA: Liquidity risk management

Liquidity relates to the ability of a Bank to meet its obligations as they fall due. Liquidity and
funding risk is the risk that the Bank is unable to meet its payment obligations when due, or
that it is unable, on an on-going basis, to borrow funds in the market on an unsecured, or even

secured, basis at an acceptable price to fund actual or proposed commitments.

The Bank manages the liquidity structure of its assets, liabilities and commitments so as to
ensure that liquidity sources match funding needs and that the statutory liquidity maintenance

ratio is complied with.

The finance department reviews the current and prospective funding requirements for all
operations through monitoring of the liquidity maintenance ratio and the maturity mismatch
profile. Liquidity risk is managed by holding sufficient liquid assets (e.g. cash and short term
funds) of appropriate quality to ensure that short term funding requirements are covered
within prudent limits. Customer deposits form a significant part of the Bank’s overall funding
and they have remained relatively diversified and stable. Adequate standby facilities are
maintained to provide strategic liquidity to meet unexpected and material cash outflows in the
ordinary course of business. The Asset and Liability Management Committee measures the
liquidity and adequacy of funds periodically and evaluates the overall risks and mitigation.
The Committee also manages the funds and investments within the internal and regulatory

framework.

The Bank's average liquidity maintenance ratio in 2021 of 75.59% (2020: 88.78%) was well
above the statutory minimum ratio of 25%. Liquidity maintenance ratio compares short-term
obligations with the short-term resources available to meet these obligations. This ratio is

calculated in accordance with the provisions of the Banking (Liquidity) Rules.

The liquidity risk tolerance is defined in terms of a target liquidity maintenance ratio. To
maintain a sufficient buffer to prevent any breach of the minimum liquidity maintenance ratio,
a target liquidity maintenance ratio of 37.5% (50% over the statutory ratio) is always

maintained.

The following maturity profile is based on the remaining period at the end of reporting period

to the contractual maturity date.
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Table LIQA: Liquidity risk management

In HKD'000

Assets

Cash and balances with
banks

Investments

Trade bills

Advances to customers

Tax paid in advance

Deferred tax assets

Fixed assets

Investment properties

Other assets

Total assets

Liabilities

Deposits and balances of
banks

Deposits from customers

Current taxation

Other liabilities

Total liabilities

Net liability gap

2021
Over Over Over
1 month 3 months 1 year
Repayable Within but within  but within but within  Over

Total ondemand 1 month 3 months 1 year 5 years 5 years Indefinite
$ 317,751 $ 317,751 § - 3 -3 -3 - $ -3 -
604,804 - 12,812 157,021 239,274 166,649 29,048 -
1,046,726 16,147 285,209 447,922 297,291 157 - -
868,859 9,335 140,956 433,198 159,128 126,242 - -
1,544 - - - - - - 1,544
78,575 - - - - - - 78,575
19,434 - - - - - - 19,434
37,192 10,436 13,308 13,290 158 - - -
$ 2974885 $ 353669 $ 452,285 $ 1051431 $ 695851 $ 293,048 $ 29,048 $ 99,553
$ 429475 § 7,090 $ 15598 $ 304942 $ 101,845 § -3 - $ -
1,650,664 338,060 367,203 584,061 358,692 2,648 - -
3,849 - - - - - - 3,849
319,822 298,888 6,548 13,297 159 930 - -
$ 2,403,810 $ 644,038 $ 389349 $ 902300 $ 460,696 $ 3,578 % -9 3,849
$ 571,075 $ (290,369) $ 62,936 $ 149,131 § 235155 $§ 289470 $ 29,048 $ 95,704
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Table LIQA: Liquidity risk management

The prime objective of designing a funding strategy is to ensure diversification of asset and
funding sources. The Bank’s core business activity is to provide trade finance services which are
of a short-term nature. These are funded by deposits which are generally for a 3 month period.
As a result, there is a minimal maturity mismatch. Interbank borrowings are not considered as
an alternative to deposits in funding assets. A material portion of the Bank’s funding sources is
from corporate and retail market in the form of time deposits (excluding under lien), time
deposits under lien and amounts kept in margin accounts against trade facilities. The Bank also
has credit facilities from financial institutions. Another source of funding available is to
rediscount trade bills with other banks (either local or abroad). The Bank continually evaluates
the possibility of obtaining overdraft facilities and other borrowing lines (unsecured) from
financial institutions which can be utilized during unforeseen situations. Due to various funding
sources available, especially the retail market, this does not lead to high concentration of
funding.

The Bank conducts stress testing regularly to analyse liquidity risk. Both on and off-balance
sheet items and their impact on cash flow are considered, together with applicable
hypothetical and historical assumptions. The Asset and Liability Committee reviews the results
of the liquidity stress tests.

Three stress scenarios — namely an institution-specific crisis, a general market crisis, and a crisis
involving a combination of the first two scenarios— are adopted according to the HKMA's
Supervisory Policy Manual LM-2, “Sound Systems and Controls for Liquidity Risk
Management”.

The contingency funding policy is designed to be pro-active and the Bank utilises early
warning indicators, which cover both qualitative and quantitative measures, and monitors both
internal and external factors. Should there be any early signs of significant impact on the
Bank’s liquidity position, the Asset and Liability Management Committee is informed. The
Asset and Liability Management Committee will consider appropriate remedial actions and will
consider employing crisis management if the situation warrants. A Crisis Management
Committee, which is headed by the Chief Executive, is formed to handle the crisis. Strategy and
procedures for obtaining contingency funding, as well as roles and responsibilities of the
parties concerned, are clearly stated. Any significant changes to the contingency funding policy
are approved by the Board.
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2021
315
A
=78 R g 1 EAR 1 Z3 4 F14F 125 # BbBFELUL FKEHIR

#75°000

BiE

TERERITH IR 4565 $ 317,751 ¢ 317,751 $ -3 - % - % -3 - % -
& 604,804 - 12,812 157,021 239,274 166,649 29,048 -
=gt 1,046,726 16,147 285,209 447,922 297,291 157 - -
FEHEEK 868,859 9,335 140,956 433,198 159,128 126,242 - -
TERTFK - - - - - - - -
IRAER IR 1,544 - - - - - - 1,544
[EEEE 78,575 - - - - - - 78,575
HeEyE 19,434 - - - - - - 19,434
HirgE 37,192 10,436 13,308 13,290 158 - - -
HEdE $ 2974885 $ 353669 $ 452285 $ 1051431 $ 695851 $ 293048 $ 29,048 $ 99,553
()

SRITTRR R A5 6 $ 429475 $ 709 $§ 15598 $ 304942 $ 101,845 § -3 -3 -
BT 1,650,664 338,060 367,203 584,061 358,692 2,648 - -
Fi1E 3,849 - - - - - - 3,849
Hfth & 319,822 298,888 6,548 13,297 159 930 - -
BB $ 2,403,810 $ 644,038 $ 389349 $ 902300 $ 460,696 $ 3,578 $ - % 3,849
FEEEH $ 571,075 $ (290,369) $ 62936 $ 149131 $ 235155 $ 289470 $ 29,048 $ 95704
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Table IRRBBA: Interest rate risk in banking book — risk management objectives and polices

The Bank defines interest rate risk in the banking book (“IRRBB") as required by HKMA's Supervisory
Policy Manual IR-1, Interest Rate Risk in the Banking Book. IRRBB refers to the risk of the Bank’s financial
condition resulting from movements in interest rates that affect the Bank's interest rate sensitive
positions. As no positions are classified as held for trading, IRRBB includes all of the Bank's interest rate

sensitive positions.

The Bank has a risk governance framework to oversee and monitor interest rate risk. The framework is
built around a structure that enables the Board of Directors to discharge the responsibility for on-going
interest rate risk management to the Asset and Liability Committee ("ALCO"). The ALCO deals with all
IRRBB matters of the Bank.

Risk limits are established for monitoring of impact to economic value of equity (“"EVE") and net interest
income (“NII") resulting from future interest rate change. An independent unit checks the worst case

regulatory IRRBB sensitivity test result is within the defined risk limits.

Models used for IRRBB computation purposes form part of the Bank's model inventory, require a model

description and undergo a periodic model validation process.

The Bank performs interest rate sensitivity analysis to measure the potential effect of changes in NIl and
EVE on quarterly basis. Sensitivity analysis in relation to the impact of changes in NIl and EVE is

assessed through the following prescribed interest rate shock scenarios:

1. Parallel up: A constant parallel shock up across all time buckets
Parallel down: A constant parallel shock down across all time buckets
Steepener: Short rates down and long rates up

Flattener: Short rates up and long rates down

vk~ W

Short rates up: Rates up are greatest at shortest time buckets and diminish towards current rates in
longer time buckets
6. Short rates down: Rates down are greatest at shortest time buckets and diminish towards current

rates in longer time buckets
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Table IRRBBA: Interest rate risk in banking book — risk management objectives and polices

Key modelling assumptions and calculation parameters used for Table IRRBB1 are:

1. The IRRBB calculations are performed for significant currencies. Significant currencies are defined

as those that account for 5% or more of the Bank's total on-balance sheet interest rate sensitive

position in all currencies.

2. Interest cash flows used for EVE change computation include credit spreads.

3. Fordiscounting purposes, the risk-free yield curve in the respective currency plus a credit spread by

asset class is used.

4. Interest cash flows and repricing positions are included in the respective time bucket in accordance

with the date of the interest payment or the date of repricing respectively.

5. NIl change is computed based on NIl resulting from prevailing contractually agreed positions and

future transactions, which fall into the defined 12-month horizon. Given the constant volume,

lifetime and margin assumption, actual transactions reaching maturity are rolled over and

modelled as future transactions. For the NIl change computation, new interest rates for floating

rate positions, fixed rate instruments and Non-maturing Deposits (‘"NMD") are determined based

on the prevailing risk-free yield for the currency and the respective forward adjustment.

6. NMD refers to the deposit types without maturity. The interest repricing dates are determined

based on internal models. The average repricing maturity of NMDs are determined per historical

re-pricing and run off behaviour. Average behavioural maturity of NMDs is calculated based on

the weighted average of each time buckets using the behavioural weights. The Bank’s average

and longest behavioural maturity of NMDs are 2.5 years and 5 years respectively.

7. The Bank has no material asset positions with early repayment features. Early withdrawal of

deposits is neither frequent nor material. In addition, a penalty payment applies in most cases

when an early deposit repayment is made. Debt securities held do not include any securities with

a prepayment option by the issuer. The methodology considers the likelihood of such features to

be immaterial on the assessment of the impact on NIl and EVE.
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Template IRRBB1: Quantitative information on interest rate risk in banking book

(@) (b) © | (d)
(HK$'000) AEVE ANII

Period 31-Dec-21 30-Sep-21 31-Dec-21 30-Sep-21
1 Parallel up 19,687 23,270 -3,792 -7,014
2 Parallel down - - 3,792 7,014
3 Steepener 826 472
4 Flattener 3,888 5139
5 Short rate up 11,566 14,137
6 Short rate down - -
7 Maximum 19,687 23,270 3,792 7,014

Period 31-Dec-21 30-Sep-21
8 Tier 1 capital 542,289 534,689
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AR 2021412 531 H 202149 H30H | 20214£12H31H | 2021495 30H
1 | EfrmEL 19,687 23,270 -3,792 -7,014
2 | HTET - - 3,792 7,014
3| BAER 826 472
4 | hEE 3,888 5,139
5 | BRI 11,566 14,137
6 | HETRE - -
7| == 19,687 23,270 3,792 7,014

2R 202112331 H 202149 530 H
8 | —#ESE 542,289 534,689
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Table REMA: Remuneration policy

The Bank has adopted and is committed to promoting a sound and prudent remuneration
system in accordance with the guideline in Part 3 of the Supervisory Policy Manual Module
CG-5 "Guideline on a Sound Remuneration System” issued by the HKMA.

The Bank recognises that achievement of its mission, vision and strategic objectives depends
on the quality and commitment of its staff. The principles of the HBZ Remuneration Policy
reflect its goal to attract, retain, motivate and reward quality staff. The guiding principles
used to determine the institution-wide remuneration policy are based on sound governance,
internal equality, competitiveness, sustainability and conservative approach to risk-taking.

The remuneration policy is reviewed annually by the Board of Directors.

To establish the relative merit and worth of each position and ensure equity in remuneration, a
performance appraisal system is in place and is consistently applied across all areas of work
and responsibilities. Performance of individual employees is based on a set of pre-defined
criteria which are determined according to the individual’'s designation as well as relevant
qualitative and quantitative factors. Promotions and increments are linked to performance

appraisals.

The parameters used for allocating cash versus other forms of remuneration depend on the
organizational status of the employee. The remuneration package across the organization is
structured with a fixed compensation component only. The remuneration package comprises

of basic salary, allowances, retirement scheme contributions, bonuses and benefits.

The Human Resources Working Group is responsible for overseeing various staff management
issues like capacity planning practices, succession planning, reviewing compensation and
reward policies, performance management schemes, framework for staff promotion and

grading, and staff training and development plan.
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Template REM1: Remuneration awarded during financial year

(HK$'000)
2021 2020
(@ (b) (@ (b)
Remuneration amount and quantitative information Senior Key personnel Senior Key personnel
management management
1 Number of employees 3 2 3 1
2 Total fixed remuneration 8,214 3,331 9,414 1,525
3 Of which: cash-based 7,398 3,331 8,574 1,525
4 Of which: deferred - - - -
Fixed
5 remuneration Of which: shares or other ) i ) i
share-linked instruments
6 Of which: deferred - - - -
7 Of which: other forms 816 - 840 -
8 Of which: deferred - - - -
9 Number of employees - - - -
10 Total variable remuneration - - - -
11 Of which: cash-based - - - -
12 Of which: deferred - - - -
Variable
13 remuneration Of which: shares or other ) i ) i
share-linked instruments
14 Of which: deferred - - - -
15 Of which: other forms - - - -
16 Of which: deferred - - - -
17 Total remuneration 8,214 3,331 9,414 1,525
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fEhk REM1 @ FERF B FE PN 46 TR

(*#7t'000)
2021 2020
(a) (b) (a) (b)

EHEEANE FEAE EAEEANE FEAE
1 BTH%H 3 2 3 1
2 &1 HriaaER 8,214 3,331 9,414 1,525
3 Hp Hem 7,398 3,331 8,574 1,525
4 Hrp R -
5 FEL e #ir Horh © RYEEECE RS

$ITH
6 B RE -
7 Hrp o HArfP = 816 840
8 Hrp o RuE B
9 BT#H _
10 SFEET A -
1 He: Haipa -
12 Hrp o RuE B
13| AR Hoeh © RSB R S
$TH

14 B RE -
15 Hrp o HArfP = -
16 Hrp R B}
17 | FiaEsH 8,214 3,331 9,414 1,525
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Template REM2: Special payments

(HK$'000)
2021 2020
Senior management Key personnel Senior management Key personnel
Number of Total Number of Total Number of Total Number of Total
Special payments employees | amount | employees | amount | employees | amount | employees amount

1

Guaranteed bonuses

2

Sign-on awards

3

Severance payments
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Template REM3: Deferred remuneration

Analysis of total amount of outstanding deferred remuneration

(HK$'000)

2021

2020

Senior
management

Key personnel

Senior
management

Key personnel

Cash

Shares

Cash-linked instruments
Other

v W N =

Total

Total amount of remuneration exposed to

ex post explicit and/or implicit adjustments

Outstanding deferred remuneration

Retained remuneration

Analysis of adjustments of deferred remuneration

Total amount of adjustments during

the financial year due to

(HK$'000)

2021

2020

Senior
management

Key personnel

Senior
management

Key personnel

ex post explicit adjustments

ex post implicit adjustments

Deferred remuneration amounting to NIL was paid out in the financial year 2021 (2020: HK$1,755,000).
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