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CHAIRMAN’S STATEMENT

In the first half of 2020, the COVID-19 pandemic plunged the global economy into recession. Facing a tough operating 

environment, Chong Hing Bank Limited (the “Bank” or “Chong Hing Bank”) adhered to its principle of prudent 

operations and strengthened risk prevention and control in all aspects, aiming to maintain a steady business 

development. The Bank also accelerated its digital transformation and made every effort to provide quality financial 

services to its customers.

In the “Top 1000 World Banks” list released by the British magazine “The Banker” in 2020, Chong Hing Bank’s ranking 

rose to 381st, up nearly 100 places in five years, showing a further improvement in its all-round strength.

In the first half of 2020, the world’s major economies adopted monetary easing policies to cushion the impact of the 

pandemic, and the falling HKD and USD interest rates narrowed net interest margins. According to the accounting 

principles of Hong Kong Financial Reporting Standard 9 Financial Instruments (HKFRS 9), the Bank also increased 

forward-looking impairment allowances for financial asset due to increasing uncertainties in market credit risks. 

Operating profit before impairment allowances amounted to HK$1,167 million, an increase of 0.09% compared to 

the same period last year. Profits attributable to equity owners amounted to HK$715 million, a decrease of 20.96% 

compared to the same period last year. Earnings per share were HK$0.64. Facing the highly uncertain economic 

outlook and extremely challenging operating environment, and our regulator has advised that banks should reserve 

sufficient capital to meet future challenges, the board of directors of the Bank (the “Board”) has recommended the 

payment of an interim cash dividend of HK$0.11 per share for the six months ended 30 June 2020. The dividend payout 

for the period as a percentage of the profit attributable to equity owners, less distribution paid on the additional equity 

instruments, will be 17.47% (2019: 20.01%).

The major financial ratios for the first half of 2020 are as follows:

Return on shareholders’ equity: 5.85%

Average liquidity maintenance ratio: 45.19%

Total capital ratio as of 30 June 2020: 16.40%

Tier 1 capital ratio as of 30 June 2020: 13.61%

Loan to deposit ratio as of 30 June 2020: 72.38%

Since the first quarter of this year, the global economy suffered a serious blow due to the ongoing impact of COVID-19 

in various parts of the world. Due to the increased tensions between China and the US, further monetary easing and 

continued geopolitical risks, global economic prospects remained bleak. Mainland China’s Gross Domestic Product 

(GDP) in the second quarter increased by 3.2% year-on-year, indicating that China has solid economic fundamentals 

as well as resilience and great potential amidst the impact of the pandemic. China’s increased support for the “Six 

Stabilities” and “Six Guarantees” measures will help maintain a stable economy. As for Hong Kong, in view of the 

complex external situation, local social events and the COVID-19 outbreak, its growth momentum was weak, with all 

sectors facing severe challenges in the first half of the year. In response to the dire situation, Chong Hing Bank has 

launched a number of relief measures to help customers affected by the pandemic to weather the storm.



CHONG HING BANK LIMITED6

CHAIRMAN’S STATEMENT

The development of the Guangdong-Hong Kong-Macao Greater Bay Area (the “Greater Bay Area”) is important to Hong 

Kong’s development. The implementation of various measures of the “Opinion on Providing Financial Support for the 

Development of the Guangdong-Hong Kong-Macao Greater Bay Area” will not only promote the inter-connection of 

the financial markets in the Greater Bay Area but also create enormous opportunities for Hong Kong’s financial sector 

as well as other industries. With the support of its controlling shareholder Yuexiu Group and strategic shareholder 

Guangzhou Metro, Chong Hing Bank will seize opportunities arising from the opening up of China’s financial sector, 

strengthen business synergies between onshore and offshore institutions, actively expand diversified cross-border 

financial services, and leverage business advantages in the Greater Bay Area and Yangtze River Delta region. Such 

efforts are essential for Chong Hing Bank to realise its vision of becoming an integrated commercial bank with cross-

border expertise.

In line with the Fintech trend, Chong Hing Bank has been dedicating much effort to technological innovation in order 

to meet the needs and expectations of the public for quality financial services. The Bank has recruited technology 

experts from Hong Kong and the Mainland to build its “Finance + Technology” infrastructure and accelerate its digital 

transformation. It has also enhanced the seamless integration of online and offline service channels so that they can 

fully merge with its traditional banking businesses. The investment in digital transformation will serve to drive the 

business growth of the Bank going forward.

Looking ahead to the second half of the year, Hong Kong’s banking sector is expected to continue to be under pressure 

as the international political and economic situation remains complex and volatile, and recovery of the global economy 

is not yet in sight. But crises often bring about great opportunities. In order to steadily improve its core business 

capabilities, Chong Hing Bank will make every effort to cope with the changes, maintain its operations in a prudent 

manner, actively prevent and manage risks associated with the pandemic as well as other risks, and accelerate 

structural optimisation and digital transformation. In addition, it will speed up its development in the Mainland by 

further expanding its Mainland network and actively preparing for the establishment of a Mainland-incorporated bank, 

with an eye to adding new impetus to the Bank’s future development.

In the first half of 2020, Chong Hing Bank has encountered many challenges in its business development. We would 

like to thank all our directors and shareholders for their excellent leadership, customers and business partners for 

their trust and support, and in particular the management team and all staff for their professionalism, commitment 

and solidarity since the outbreak of COVID-19. All these factors are essential for Chong Hing Bank‘s steady growth. We 

are determined and confident in our ability to seize opportunities amidst difficulties and are committed to continuously 

pursuing business development of high quality.

Zhang Zhaoxing

Chairman

Hong Kong, 28 August 2020
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CHIEF EXECUTIVE’S STATEMENT

ECONOMIC ENVIRONMENT
The global economy has been shaken seriously since the COVID-19 pandemic started in early 2020. The US economy 

shrank sharply, with its Gross Domestic Product (GDP) in the second quarter falling by 32.9% year-on-year. The 

US Federal Reserve twice announced interest rate cuts and launched large-scale quantitative easing measures 

in March to stabilise the economy and finances. Apart from the pandemic, tensions between China and the US 

escalated and continued to bring further uncertainties to the global economy. The GDP of the Eurozone in the second 

quarter contracted by 15% year-on-year. The European Central Bank launched the “Pandemic Emergency Purchase 

Programme” in March and maintained a low interest rate policy. However, the recurrent outbreaks of the pandemic 

and the failure to see a breakthrough in negotiations for a trade agreement between the UK and EU added variables to 

the prospects of the Eurozone.

The complicated and capricious domestic and foreign environment plus the pandemic brought severe challenges 

to the Mainland economy. As the pandemic began to be effectively stymied in March, enterprises promoted the 

resumption of work and production, and primary economic indicators have shown signs of growth in a recovery. In 

addition, China has implemented a series of supportive measures as the main objective of the “Six Guarantees”, and 

GDP in the first half of the year contracted by 1.6% year-on-year. The RMB exchange rate performance was affected 

by the Sino-US trade situation. The trend showed two-way fluctuations but remained stable overall. The central 

parity of the RMB against the US dollar fell by 1.5% in the first half of the year. The Mainland cities where Chong Hing 

Bank operates demonstrated strong resilience amidst the impact of the pandemic. In Guangzhou, the information 

services and financial industries thrived during the recession, playing an important role in supporting the economy. 

Guangzhou’s GDP fell by 2.7% year-on-year in the first half of the year. In Shenzhen, the economy has shown clear 

signs of recovery, and the decline of value added of industrial enterprises above a designated size has narrowed. 

Investments and import and export trading have gradually rebounded. Shenzhen’s GDP increased by 0.1% year-on-

year in the first half of the year. In Shanghai, a steady recovery in tertiary industries supported economic growth, 

accelerating an all-round economic recovery. Shanghai’s GDP fell by 2.6% year-on-year in the first half of the year.
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CHIEF EXECUTIVE’S STATEMENT

The pandemic has severely disrupted exports, consumption and investments in Hong Kong. Hong Kong’s GDP shrank 

by approximately 9% year-on-year in the first half of the year. In terms of foreign trade, with the general recovery 

in production activities in the Mainland, overall goods exports fell by 2.4% year-on-year in the second quarter; the 

suspension of inbound tourism significantly added to the decline in service exports, which fell by 46.1% year-on-year 

in the second quarter. In terms of internal demand, the reduction in the numbers of people going outside coupled 

with the pessimistic business atmosphere caused a gross sharp drop in private consumption expenditures and 

overall investment spending, which fell by 14.2% and 21.4% respectively in the second quarter. The labour market 

deteriorated sharply, and unemployment hit a 15-year high at 6.2% in the second quarter. As for the property market, 

the private residential price index remained stable in the first half of the year, but the number of transactions in the 

residential market was the lowest seen across the past four years. The Hong Kong stock market fluctuated in the first 

half of the year. The Hang Seng Index plummeted to a half-year low of 21,139 points in March but rebounded in the 

second quarter. On the last trading day of the first half of the year, the Hang Seng Index closed at 24,427 points with a 

half-year cumulative loss of 13.3%

SUCCESSFUL ISSUANCE OF US$300 MILLION 5.5 PER CENT. 
ADDITIONAL TIER 1 CAPITAL SECURITIES
Chong Hing Bank Limited (the “Bank” or “Chong Hing Bank”) successfully issued US$300 million 5.5% Undated Non-

Cumulative Subordinated Additional Tier 1 Capital Securities (the “Securities”) in July 2020 under the US$2 billion 

Medium Term Note and Perpetual Capital Securities Programme of the Bank. The Securities are qualified as Basel 

III-compliant additional tier 1 capital. The proceeds will serve to strengthen the Bank’s capital base and promote the 

implementation of its strategic plans.

Against the backdrop of economic turmoil, the interest rate of the said issuance is even lower, by 20 basis points, than 

the interest rate of 5.7% of the Bank’s previous issuance in 2019, showing the high recognition accorded to the Yuexiu 

Group and Chong Hing Bank by international bond investors.

RESULTS ANNOUNCEMENT AND PROFIT ANALYSIS
The results of the Bank for the six months ended 30 June 2020, calculated on an unaudited and consolidated basis, are 

summarised below:
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CHIEF EXECUTIVE’S STATEMENT

KEY FINANCIAL DATA
     

Six months ended 30 June

2020 2019
HK$’000 HK$’000 Variance

(Unaudited) (Unaudited)
      

1. Operating profit before impairment allowances 1,167,005 1,165,903 +0.09 %
2. Profit attributable to equity owners 714,965 904,595 -20.96 %
3. Net interest income 1,462,659 1,544,675 -5.31 %
4. Net fee and commission income 209,606 167,173 +25.38 %
5. Net income from trading and investments 197,380 122,211 +61.51 %
6. Other operating income 80,182 82,458 -2.76 %
7. Operating expenses 782,822 750,614 +4.29 %
8. Net impairment losses on financial assets 298,375 96,580 +208.94 %

      
     

As of
30 June 2020

As of
31 December 

2019
HK$’000 HK$’000 Variance

(Unaudited)
      

9. Loans and advances to customers 129,002,901 118,078,914 +9.25 %
10. Deposits from customers 168,913,133 162,664,648 +3.84 %
11. Investment in securities 57,999,757 57,534,593 +0.81 %
12. Total assets 218,058,085 212,768,034 +2.49 %

      
     

Six months ended 30 June

2020 2019 Variance
(Unaudited) (Unaudited) (Note (3))

      
13. Return on shareholders’ equity (Note (1)) 5.85% 7.96% -2.11 p.p

(annualised) (annualised)
14. Earnings per share (Note (2)) HK$0.64 HK$0.85 -24.71%
15. Net interest margin 1.41% 1.59% -0.18 p.p
16. Cost to income ratio 40.15% 39.17% +0.98 p.p
17. Average liquidity maintenance ratio 45.19% 46.00% -0.81 p.p

      
     

As of
30 June 2020

As of
31 December 

2019 Variance
(Unaudited)

      
18. Non-performing loan ratio 0.41% 0.33% +0.08 p.p
19. Loan to deposit ratio 72.38% 69.46% +2.92 p.p
20. Net assets value per share (excluding

 additional equity instruments
 and before the interim/final dividend) HK$21.68 HK$22.37 -3.08%

21. Total capital ratio 16.40% 17.51% -1.11 p.p
22. Tier 1 capital ratio 13.61% 14.32% -0.71 p.p
23. Common Equity Tier 1 capital ratio 11.66% 12.28% -0.62 p.p

      

Notes:
(1) Return on shareholders’ equity took into consideration the distribution paid on the additional equity instruments relevant for the period.

(2) Earnings per share were calculated after deducting the distribution paid on the additional equity instruments relevant for the period.

(3) p.p means percentage point.
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CHIEF EXECUTIVE’S STATEMENT

ANALYSIS OF KEY FINANCIAL DATA
In the first half of 2020, on an unaudited and consolidated basis, the profit attributable to equity owners of the Bank 

amounted to HK$715 million, representing a decrease of 20.96% from the same period in 2019, while the operating 

profit before impairment allowances amounted to HK$1,167 million, which was in line with the same period in 2019. 

The decrease in consolidated profit for the period was mainly attributable to a decreased net interest income and the 

increased impairment allowances on financial assets.

Net interest income was HK$1,463 million, decreased by 5.31% as compared with the same period last year, which 

was mainly attributable to the sharp interest rate cut policy, resulting in a rapid decline in market interest rate level. 

The Bank’s net interest margin was 1.41% in the first half of 2020, decreased by 18 basis points from the same period 

last year.

Net fee and commission income increased by 25.38% to HK$210 million, which was mainly attributable to the increase 

in fee income from securities dealings, wealth management income and loan-related businesses.

Net income from trading and investments recorded a gain of HK$197 million, which was mainly due to the income 

from foreign exchange fund swap contracts, the profit from the sale of bonds and the considerable growth in the 

treasury customer business.

The Bank prudently managed costs and devoted efforts to improve efficiency gains and at the same time invested in 

talent resources and systems to support business growth and expansion in the Mainland.

Due to the growth in loans and advances to customers as well as changes in macroeconomic parameters in the 

risk model, the net impairment losses on financial assets amounted to HK$298 million in the first half of 2020, 

representing an increase of HK$202 million as compared with the same period last year. Impairment allowance on 

loans and advances to customers was HK$711 million as of 30 June 2020, of which the allowance at stage three of 

HK$168 million was within a sound and controllable range.

As of 30 June 2020, total loans and advances to customers increased by 9.25% to HK$129 billion as compared 

to the position as of 31 December 2019. As the Bank has been adopting prudent business strategies and careful 

management of the exposure to credit risk, the asset quality of loans and advances remained sound and the non-

performing loan ratio was 0.41% which was at a sound market level.

As for deposit, total deposits from customers as of 30 June 2020 increased by 3.84% to HK$168.9 billion when 

compared to the position as of 31 December 2019. The Bank continued to maintain a stable deposit base to balance 

loan growth, wealth management and cross-border financial business development. Total assets for the period 

increased by 2.49% to HK$218.1 billion. As of 30 June 2020, 77.14 % of the Bank’s assets were based in Hong Kong.

Due to proactive management of assets and liabilities, the Bank raised the level of loan to deposit ratio from 69.46% 

on 31 December 2019 to 72.38% on 30 June 2020, while keeping a sound level of liquidity maintenance ratio with an 

average of 45.19% in the first half of 2020.
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CHIEF EXECUTIVE’S STATEMENT

Total capital ratio decreased from 17.51% in December 2019 to 16.40% in June 2020; the Tier 1 capital ratio was at 

13.61% and the Common Equity Tier 1 capital ratio was at 11.66%.

Overall, the Bank’s core businesses, financial position and asset quality are strong. The capital adequacy ratio and 

liquidity maintenance ratio are above the relevant statutory requirements.

INTERIM DIVIDEND
Facing the highly uncertain economic outlook and extremely challenging operating environment, and our regulator has 

advised that banks should reserve sufficient capital to meet future challenges, the Board has declared the payment 

of an interim cash dividend for 2020 of HK$0.11 per share, payable on Thursday, 15 October 2020 to the shareholders 

whose names appear on the register of members of the Bank on Thursday, 8 October 2020 (2019 interim cash 

dividend: HK$0.17 per share paid on Friday, 11 October 2019).

BUSINESS REVIEW
CORPORATE BANKING
Chong Hing Bank provides a full range of banking products and professional services to its corporate customers 

in Hong Kong and the Mainland, including corporate loans, trade finance, cash management and financial markets 

solutions. The Bank also leverages its competitive edge in network interactions between Hong Kong and the 

Mainland, providing a variety of cross-border financial products and services to accommodate its customers’ funding 

requirements in the Guangdong-Hong Kong-Macao Greater Bay Area (the “Greater Bay Area”), and effectively manages 

their interest rates and exchange risks through its treasury product portfolio.

To support local SMEs, apart from backing the HKSAR Government’s “SME Loan Guarantee Scheme” and “SME 

Financing Guarantee Scheme” offered by HKMC Insurance Limited, the Bank has launched other SME relief measures 

in response to the pandemic. These include delaying implementation of the clean-up clause of revolving loans and 

overdraft facilities, extending expired term loan repayments or installment payments, and postponing principal 

repayment services for trade finance facilities. The Bank is also actively supporting the “Pre-approved Principal 

Payment Holiday Scheme” launched by the Hong Kong Monetary Authority together with the “Banking Sector SME 

Lending Coordination Mechanism”, and provided support to the “Special 100% Loan Guarantee” under the “SME 

Financing Guarantee Scheme”, aiming to alleviate cash flow pressures on its customers and help local SMEs cope with 

the challenging business environment.

In the first half of 2020, all corporate banking segments achieved good results:

‧ The Bank completed a total of 17 syndicated loans, and acted as a lead arranger and distributor for three of 

them. Besides, the Bank made transactions via the secondary market to continuously enhance credit asset 

quality and improve relevant returns.

‧ Leveraging on the fundamental strengths in Guangdong Province and Hong Kong, the Bank continued to provide 

professional cross-border financial services to onshore and offshore customers, successfully executing a 

number of structured finance transactions.

‧ Benefiting from the improvement in capital markets, the Bank’s net interest income from non-banking financial 

institution business increased by more than 19% over the same period of last year.
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CHIEF EXECUTIVE’S STATEMENT

Despite the shrinking of Hong Kong’s economy and export business, the non-interest income from the Bank’s 

corporate banking business grew steadily during the period, while net interest income remained at a level similar to 

that of the same period last year.

PERSONAL BANKING
The COVID-19 outbreak has depressed investment sentiment in the market and affected branch operations and 

personal banking business. To protect the health and safety of its customers and employees, the Bank has adopted 

special arrangements and measures throughout its branch operations, including temporarily shortening branch 

business hours, segregating customer queues, checking the temperature of each person that arrives at the branches, 

and providing pandemic-prevention supplies. Over 20% of the branches suspended their business temporarily in 

response to the pandemic. The Bank’s flexible marketing arrangements, which shifted from face-to-face meetings with 

customers to online and telephone conversations, and internet banking service channels allowed the Bank to continue 

to provide quality banking services to meet customers’ financial needs during the pandemic.

The developments of the personal banking business in the first half of 2020 are summarised as follows:

‧ To achieve its “customer-centric” mission and help customers cope with the challenging economic environment, 

the Bank launched a series of loan service relief measures for personal banking customers and supported the 

HKSAR Government’s Cash Payout Scheme.

‧ After the Bank launched the “Cloud Rate” service, customers could open time deposits electronically without 

visiting branches in person. This service is fast and convenient, enhancing the customer experience.

‧ In order to meet the different needs of customers, the Bank actively explored diversified loan products. The 

net interest income of loans successfully turned to profit from the same period last year, and the number and 

amount of life insurance policy loans grew three-fold and seven-fold respectively as compared with last year.

‧ The Bank continued to optimise life insurance services. With the policy of actively enriching agency products and 

promoting financing business, the Bank provided customers with appropriate life insurance services to meet 

their needs during the pandemic, and the commission income during the period increased by 63% compared 

with the same period last year.

‧ For the investment business, upholding the “Finance + Technology” strategy, the Bank continuously optimised 

the financial technology platform and enriched the types of investment products so as to provide customers with 

one-stop online wealth management services. Benefiting from a discount on fund subscription fees with mobile 

banking, the number and amount of transactions during the period increased by 262% and 185% respectively as 

compared with the same period last year.
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CHIEF EXECUTIVE’S STATEMENT

FINANCIAL MARKETS BUSINESS
The Bank is committed to developing its financial market business as an important profit hub. During the period, the 

Bank secured significant growth in areas such as treasury business, customer selling and product development. The 

Bank has established its proprietary trading business and, while keeping risks under control, enhanced its ability to 

provide quotations and expanded its market share, thereby continuing to increase revenue for the Bank.

Regarding the treasury business, the Bank aims to optimise its balance sheet by effectively applying a variety of 

financial instruments while complying with established risk appetites and risk limits to ensure a safe liquidity level. 

The Bank has continued to leverage on its dynamic investment strategies and capture potential treasury business 

opportunities to diversify revenue sources.

In accordance with the strategic establishment of the product and marketing team, the Bank has strategically acquired 

financial experts, enriched its financial products, and offered pertinent advice and services that cater to the needs of 

different customer segments, thereby increasing its market competitiveness and fee income.

MAINLAND OPERATIONS
In the first half of 2020, the Bank’s Mainland branches and sub-branches responded actively to the challenges of the 

pandemic, a slowing economy and downward trending interest rates; the result was the achievement of steady growth 

in the scale of assets and liabilities, continuous improvements in profitability, steady improvements in asset quality, 

a gradual consolidation of the customer base, continuous enrichment of product categories, continuous optimisation 

of internal processes, and comprehensive improvements in risk control. As a result, the overall development was 

positive.

The electronic service level of the Bank’s Mainland branches and sub-branches has continued to improve. The number 

and amount of online banking transactions increased rapidly, the number of bank-enterprise direct links increased 

steadily, and the bank-enterprise reconciliation management system was successfully launched.

The Mainland branches have successfully obtained a number of financial market business qualifications. The 

Guangzhou Branch became the first foreign bank branch in China to obtain membership in the local government bond 

underwriting syndicate at the end of 2019, and confirmed the first local government bond underwriting and issuing 

business involving a foreign bank branch in China at the beginning of this year. Meanwhile, the Shenzhen Branch 

and Guangzhou Branch gained approval to join the bond market of the stock exchange, with the Shenzhen Branch 

becoming the first foreign bank branch in China to be approved to enter the exchange bond market.

The Bank is committed to optimising cross-border services to meet its customers’ cross-border business needs. 

During the period, cross-border settlements and cross-border financing grew rapidly, and the successful opening 

of the Mainland mortgage loan business for Hong Kong and Macau residents has facilitated the purchase by Hong 

Kong and Macau residents of properties in the Greater Bay Area. In addition, the Nansha Sub-branch established the 

“Service for Electronic Business Registration”, making it the first bank outlet in Guangzhou’s Nansha District to provide 

such services, and the second outlet to follow the Shenzhen Branch in providing self-service for business licence 

collections.
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CHIEF EXECUTIVE’S STATEMENT

CHONG HING SECURITIES LIMITED
The economy faced severe challenges and the global financial market fluctuated abnormally as a result of the 

pandemic. Nevertheless, the US implemented a number of measures to stimulate the economy and cut interest 

rates, which greatly increased market funds, promoted securities transactions, and positively impacted the securities 

market. In the second quarter, the securities market became more active amid a slight easing of the outbreak in 

Hong Kong and the Mainland, and investors focused on new economy stocks. As a result, Chong Hing Securities’s 

overall turnover and commission income increased by 41% and 34% respectively as compared with the same period 

last year. The upcoming mobile application for Chong Hing Securities, coupled with the building of relationships with 

existing customers and the prompt provision of promotional offers, will help to enhance trading activities by securities 

investment customers and drive the Bank’s revenue growth.

CHONG HING INSURANCE COMPANY LIMITED
The unexpected pandemic has brought operational pressures to all sectors in Hong Kong, affecting the development 

of the general insurance market. However, driven by the prudent operations that Chong Hing Insurance has employed, 

gross premiums and pre-tax earnings remained stable during the period, and its overall performance was positive. 

Chong Hing Insurance will continue to work closely with the Bank and strive to explore new business opportunities to 

provide customers with even more comprehensive and friendly insurance services.

CHONG HING INSURANCE BROKERS LIMITED
Chong Hing Insurance Brokers Limited, a subsidiary of the Bank, was incorporated in September 2019, and officially 

opened in July 2020 to engage in the Hong Kong regulated insurance brokerage business.

Being the agent of the “Proposed Policy Owner”, Chong Hing Insurance Brokers searches for suitable insurance 

solutions from different insurance companies according to customers’ insurance and financial needs. Chong Hing 

Insurance Brokers will make every effort to expand the middle and high-end individual and corporate customers in 

Hong Kong and the Greater Bay Area and assist them in purchasing long-term life insurance in Hong Kong.

TRANSFORMATION OF BUSINESS DEVELOPMENT 

Fintech

Chong Hing Bank continues to drive its financial technology and digital transformation, expand its online businesses 

and promote product innovation, constantly looking to provide better services to its customers. During the pandemic, 

the Bank actively launched and optimised its digital banking services with a customer-oriented mission, enabling 

customers to carry out their banking transactions from home. During the period, the number of digital banking 

transactions and active mobile banking customers increased by over 70% when compared to the same period last 

year.

In addition, the Bank has gradually implemented a number of new systems in recent years. This year, the Bank 

will further launch a robotic process automation project, develop independent software robots, and design process 

optimisation solutions for business units to expand the banking ecosystem and customer base by leveraging on 

different scenarios.
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CHIEF EXECUTIVE’S STATEMENT

Operation Optimisation

The Bank is committed to strengthening operations and operational risk management, accelerating the Bank’s 

development and transformation, and continuously improving customer experience and business efficiency.

‧ In the past three years, the Bank has successfully optimised more than 100 process projects in Hong Kong and 

the Mainland. During the period, the Bank further improved many business processes, including simplifying 

the account opening procedures for SMEs and start-ups and providing an online booking service for opening 

accounts.

‧ The Bank continued to centralise its operations across different operating areas so as to minimise operational 

risk.

‧ The Bank set up a customer experience team responsible for continuously conducting a “mystery customer 

service survey” to improve customer service.

‧ The Bank proactively promoted an increasingly digital online platform through the digital banking transformation 

teams in Hong Kong and Shenzhen.

CORPORATE CULTURE
The Bank further promoted its corporate culture among its employees. Various activities were carried out to raise their 

awareness and recognition of the importance of aligning work practices with the corporate values.

‧ “The 2nd Corporate Culture Ambassador Programme” was launched in which ambassadors from each unit were 

recruited to promote the corporate culture.

‧ The “Chong Hing People’s Charter” was introduced to encourage employees to adopt the desired work practices 

and demonstrate the enterprise spirit and management concepts of the corporate culture.

‧ The Bank continued to encourage employees to make innovative suggestions for bringing improvement and 

driving the sustainable development of the Bank. A number of ideas covering background administration, system 

upgrading and corporate culture have been implemented.

‧ The Bank examined the cultural achievements and monitored the implementation of cultural projects to ensure 

that a good corporate culture exists at all levels of the Bank.
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CHIEF EXECUTIVE’S STATEMENT

CORPORATE RESPONSIBILITY
Adhering to the corporate mission of “To benefit customers, employees, shareholders and the community”, the Bank 

actively participates in social welfare and environmental protection activities and values highly the contributions made 

by its employees to the development of the Bank. During the period, the Bank won several ESG (Environmental, Social 

and Governance) awards and certifications:

‧ Participated in the “Earth Hour 2020” environmental protection activity.

‧ Won the “Platinum Award” for the fifth consecutive year for compliance with the “Charter on External Lighting” 

organised by the Environment Bureau of the HKSAR.

‧ Awarded for the first time the “Green Office” and “Eco-Healthy Workplace” certification issued by the World 

Green Organisation.

‧ Awarded for the first time the “Happy Company” logo presented by the Hong Kong Promoting Happiness Index 

Foundation and Hong Kong Productivity Council.

‧ Signed the “Joyful@Healthy Workplace” charter jointly organised by the Department of Health, the Labour 

Department and the Occupational Safety and Health Council, and promised to promote employees’ health in 

three major areas - diet, physical activity and mental health.

‧ Won the 10 Years plus Caring Company Logo from the Hong Kong Council of Social Service.

‧ Won the “Raffle Tickets Selling Award” presented by the Tung Wah Group of Hospitals.

‧ Donated 25,000 face masks and 5,000 bottles of hand sanitiser to the Baptist Oi Kwan Social Service, Senior 

Citizen Home Safety Association and Hong Kong Association of the Deaf, providing pandemic-prevention support 

for underprivileged families, the elderly and people with disabilities, thereby fulfilling the corporate mission of “To 

benefit the community”.

CORPORATE GOVERNANCE
The Bank fully recognises the importance of compliance with relevant regulations and regulatory requirements and 

the maintenance of good corporate governance standards to the sustainable development of the Bank. Hence the 

Bank adopts and implements corresponding measures to ensure compliance with relevant regulations and regulatory 

requirements in order to maintain high-quality corporate governance.
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CHIEF EXECUTIVE’S STATEMENT

AWARDS AND RECOGNITIONS
The Bank is committed to providing quality banking services and improving operational efficiency. These efforts were 

recognised by the following awards in the first half of 2020:

‧ Selected among the “Top 1000 World Banks” by the British magazine “The Banker” for many years, and ranked 

among the top 400 for the first time in 2019. The Bank’s ranking rose to 381st in 2020, up nearly 100 places in 

five years, showing continuous improvement in all-round strength.

‧ The “Best SME’s Partner Award” from the Hong Kong General Chamber of Small and Medium Business, won for 

the 12th time, and the “Best SME’s Partner Gold Award”, won for two consecutive years.

FUTURE DEVELOPMENT
The global economic crisis triggered by COVID-19 has led to a sharp decline in economic activities, severely impacting 

all sectors in Hong Kong and the Mainland, posing unprecedented challenges to the banking sector.

Looking forward, with the support of its controlling shareholder Yuexiu Group, Chong Hing Bank will adopt a sound 

development strategy and strictly control risks. In addition, the Bank will proactively explore business opportunities in 

Hong Kong and the Mainland, strategically focusing on the Greater Bay Area throughout its development, expanding 

its outlet network in the Mainland, and striving to establish a Mainland-incorporated bank. With its high degree of 

integration of finance and technology, the Bank will bolster its digital transformation business team and actively 

explore and apply cross-border cooperation and financial technology development in the Greater Bay Area. It will 

thereby create new advantages in the digital front and steadily move towards achieving its corporate vision of 

becoming “an integrated commercial bank with cross-border expertise”.

APPRECIATION
Facing the aggressive COVID-19 pandemic and the complex and volatile economic environment, the Bank, with its solid 

and stable foundation, will continue to monitor the pandemic’s evolution and market conditions. Meanwhile, the Bank 

will take appropriate countermeasures to minimise the pandemic’s impact on the Bank, alleviate pressures facing 

customers, and ensure sustainable business operations of the Bank.

In the midst of the challenges in 2020, I would like to extend my sincere gratitude to the Board of Directors for its wise 

leadership, and also to the excellent management team and all staff for their huge effort and positive attitude towards 

the pandemic by putting in their best efforts in their posts and overcoming difficulties together. I believe that Hong 

Kong’s economy will gradually stabilise after the pandemic subsides. The Bank will strategically invest resources, 

actively strengthen risk management and service to customers, accelerate its digital transformation and strive to 

improve profitability, thereby laying a solid foundation for future development.

Zong Jianxin

Chief Executive

Hong Kong, 28 August 2020
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DIRECTORS’ (INCLUDING THE CHIEF EXECUTIVE’S) INTERESTS AND 
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2020, the interests and short positions of the Directors (including the Chief Executive) of the Bank in the 

shares, underlying shares and debentures of the Bank or any of its associated corporations (within the meaning of 

Part XV of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”)) as recorded in the 

register required to be kept under section 352 of the SFO (the “Register”), or as otherwise notified to the Bank and The 

Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code for Securities Transactions 

by Directors of Listed Issuers (the “Model Code”) under Appendix 10 to the Rules Governing the Listing of Securities on 

the Stock Exchange (the “Listing Rules”), were as follows:

INTERESTS IN SHARES AND/OR UNDERLYING SHARES OF THE BANK
     

Number of underlying shares held,

nature and capacity of interests

Name of Director

Long/short 

position

Personal

Interests 

(held as

beneficial 

owner)

Family

Interests

(interest of

 spouse 

or child

under 18)

Corporate

Interests

(interest of

 controlled

corporation)

Total

interests

Approximate

percentage

of interests(1)

       

Zong Jianxin Long position 168,659(2) – – 168,659 0.017%

Lau Wai Man Long position 77,031(2) – – 77,031 0.008%
       

Notes:

1. The approximate percentage of interests held was calculated on the basis of 972,526,094 ordinary shares of the Bank in issue as at 30 June 

2020.

2. These represent the interests of award shares granted to the Directors under the Share Award Scheme adopted by the Bank on 27 February 

2020. Details of award shares are set out under the sub-section headed “Share Award Scheme”.



2020 INTERIM REPORT 19

DIRECTORS’ (INCLUDING THE CHIEF EXECUTIVE’S) INTERESTS AND 
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND DEBENTURES

INTERESTS IN SHARES AND/OR UNDERLYING SHARES IN THE ASSOCIATED 
CORPORATION OF THE BANK
      

Number of shares held,

nature and capacity of interests

Name of Director

Associated 

Corporation

Long/short

position

Personal

Interests 

(held as

beneficial 

owner)

Family

Interests

(interest of

 spouse

or child

under 18)

Corporate

Interests

(interest of

 controlled

corporation)

Total

interests

Approximate

percentage

of interests(1)

        

Li Feng Yuexiu Property

 Company Limited

Long position 172,900 – – 172,900 0.001%

Lee Ka Lun Yuexiu Property

 Company Limited

Long position 3,200,000 – – 3,200,000 0.021%

Yu Lup Fat Joseph Yuexiu Property

 Company Limited

Long position 4,000,000 – – 4,000,000 0.026%

        

Note:

1. The approximate percentage of interests held was calculated on the basis of 15,482,280,438 ordinary shares of Yuexiu Property Company 

Limited in issue as at 30 June 2020.

Save as disclosed above, as at 30 June 2020, to the knowledge of the Bank, none of the Directors (including the Chief 

Executive) of the Bank had any other interests or short positions in any shares, underlying shares or debentures of the 

Bank or any of its associated corporations (within the meaning of Part XV of the SFO) as recorded in the Register, or as 

otherwise notified to the Bank and the Stock Exchange pursuant to the Model Code.

Save as disclosed above and in the section headed “Share-Based Compensation Schemes”, during the six months 

ended 30 June 2020, neither the Bank nor any of its subsidiary undertakings was a party to any arrangements to 

enable the Directors (including the Chief Executive) of the Bank (including their spouses or children under the age of 

18) to acquire benefits by an acquisition of shares in, or debentures of, the Bank or any of its associated corporations 

(within the meaning of Part XV of the SFO).
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS 
AND SHORT POSITIONS IN SHARES AND UNDERLYING SHARES

As at 30 June 2020, the following parties, other than the Directors or the Chief Executive of the Bank, had interests or 

short positions in the shares and underlying shares of the Bank as recorded in the register required to be kept under 

section 336 of the SFO:

     

Name

Long/short 

position

Nature and 

capacity of interests

Number of 

ordinary 

shares held

Approximate 

percentage of 

interests(1)

     

Yuexiu Financial Holdings Limited(2) Long position Direct interests/

 Beneficial owner

729,394,500 75%

Yue Xiu Enterprises (Holdings) Limited

 (“YX Enterprises”)

Long position Corporate interests/

 Interest of

 controlled corporation

729,394,500 75%

Guangzhou Yue Xiu Holdings Limited*

 (廣州越秀集團股份有限公司)

 (“GZYX Holdings”)

Long position Corporate interests/

 Interest of

 controlled corporation

729,394,500 75%

Guangzhou Metro Group Co., Ltd.*

 (廣州地鐵集團有限公司)(3)

Long position Corporate interests/

 Interest of

 controlled corporation

70,126,000 7.21%

     

Notes:

1. The approximate percentage of interests held was calculated on the basis of 972,526,094 ordinary shares of the Bank in issue as at 30 June 

2020.

2. Yuexiu Financial Holdings Limited is wholly-owned by YX Enterprises, and YX Enterprises is wholly-owned by GZYX Holdings.

3. Pursuant to the SFO, 廣州地鐵集團有限公司 (Guangzhou Metro Group Co., Ltd.*) is deemed to be interested in 70,126,000 ordinary shares of the 

Bank as a result of its indirect holding of such shares through its wholly-owned subsidiary, details of which were as follows:

  
Name Long position in shares

  
Guangzhou Metro Investment Finance (HK) Limited (Note (i)) 70,126,000

  

(i) 70,126,000 ordinary shares of the Bank were held by Guangzhou Metro Investment Finance (HK) Limited, which is wholly-owned by 廣州

地鐵集團有限公司 (Guangzhou Metro Group Co., Ltd.*). Guangzhou Metro Investment Finance (HK) Limited and 廣州地鐵集團有限公司 

(Guangzhou Metro Group Co., Ltd.*) are legally and beneficially owned as to 7.21% by 70,126,000 ordinary shares of the Bank respectively.

* for identification purpose only

Save as disclosed above, as at 30 June 2020, no other person, other than the Directors or the Chief Executive of the 

Bank whose interests are set out in the above section headed “Directors’ (including the Chief Executive’s) interests 

and short positions in shares, underlying shares and debentures”, had any interests or short positions in the shares or 

underlying shares of the Bank as recorded in the register required to be kept under section 336 of the SFO.
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CORPORATE GOVERNANCE

COMPLIANCE WITH CORPORATE GOVERNANCE CODE
The Bank is an authorized institution supervised by the Hong Kong Monetary Authority (the “HKMA”) under the Hong 

Kong Banking Ordinance. The Bank is committed to maintaining high standards of corporate governance, with a view 

to safeguarding the interests of shareholders, customers, employees and other stakeholders. The Bank has applied 

the principles in the Corporate Governance Code (the “CG Code”) set out in Appendix 14 to the Listing Rules and the 

module on “Corporate Governance of Locally Incorporated Authorized Institutions” under the Supervisory Policy 

Manual issued by the HKMA to its corporate governance structure and practices.

Throughout the six months ended 30 June 2020, the Bank complied with all the applicable code provisions set out in 

the CG Code, except for deviation from the code provision A.4.1. Under the code provision A.4.1, non-executive directors 

should be appointed for a specific term, subject to re-election. Currently, all Non-executive Directors of the Bank 

are not appointed for a specific term but are subject to retirement by rotation and re-election at the annual general 

meeting of the Bank in accordance with the Bank’s Articles of Association.

COMPLIANCE WITH MODEL CODE
The Bank has adopted its own code for securities transactions by Directors on terms no less exacting than those set 

out in the Model Code. All the Directors confirmed, following specific enquiry by the Bank, that they have complied with 

the required standards set out in the Model Code and the Bank’s own code for securities transactions by Directors 

throughout the six months ended 30 June 2020.

REVIEW OF FINANCIAL STATEMENTS 
The unaudited interim condensed consolidated financial statements of the Bank and its subsidiaries (the “Group”) 

for the six months ended 30 June 2020 have been reviewed by the Audit Committee and by the Bank’s auditor in 

accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim Financial Information 

Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public Accountants.
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DISCLOSURE OF CHANGES IN DIRECTORS’ INFORMATION

In accordance with rule 13.51B(1) of the Listing Rules, the changes in information required to be disclosed by Directors 

pursuant to paragraphs (a) to (e) and (g) of rule 13.51(2) of the Listing Rules since the date of the Bank’s 2019 annual 

report and up to 28 August 2020 (being the date of approval of the Bank’s interim report) are set out below:

  

Name of Director Details of Changes
  

Cheng Yuk Wo

 Independent Non-executive Director

‧ Retired as an independent non-executive director and ceased to act 

as the chairman of the audit committee, a member of the nomination 

committee and remuneration committee of DTXS Silk Road Investment 

Holdings Company Limited (Stock Code: 00620), a company listed on 

the Stock Exchange, all with effect from 29 May 2020

Ma Chiu Cheung Andrew 

 Independent Non-executive Director

‧ Retired as an independent non-executive director and a member of 

the audit committee, remuneration committee, nomination committee 

and corporate governance committee of C.P. Pokphand Co. Ltd. (Stock 

Code: 00043), a company listed on the Stock Exchange, all with effect 

from 5 June 2020
  

Save as disclosed above, there is no other information relating to the Directors of the Bank that is required to be 

disclosed pursuant to rule 13.51B(1) of the Listing Rules.
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OTHER INFORMATION

INTERIM DIVIDEND
The Board has declared an interim cash dividend for 2020 of HK$0.11 per share, payable on Thursday, 15 October 

2020, to the shareholders whose names appear on the register of members of the Bank on Thursday, 8 October 2020 

(2019 interim cash dividend: HK$0.17 per share paid on 11 October 2019).

CLOSURE OF REGISTER OF MEMBERS
The register of members of the Bank will be closed from Monday, 5 October 2020 to Thursday, 8 October 2020 (both 

dates inclusive) and no transfer of shares can be registered during the period. In order to qualify for the 2020 interim 

cash dividend, all transfer documents, together with the relevant share certificates, must be lodged for registration 

with the Bank’s share registrar and transfer office, Computershare Hong Kong Investor Services Limited of Shops 

1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not later than 4:30 pm on 

Wednesday, 30 September 2020.

PURCHASE, SALE OR REDEMPTION OF THE BANK’S LISTED 
SECURITIES
Neither the Bank nor any of its subsidiaries has purchased, sold or redeemed any of the Bank’s listed securities during 

the six months ended 30 June 2020.

SHARE-BASED COMPENSATION SCHEMES
The Bank operates two equity-settled share-based compensation schemes including a share option scheme (the 

“Share Option Scheme”) and a share award scheme (the “Share Award Scheme”). Details of which are set out in the 

paragraphs below.

SHARE OPTION SCHEME
The Bank has no outstanding share options at the beginning and at the end of the period under review. During the 

period under review, no share options have been granted under the Share Option Scheme adopted by the Bank 

pursuant to a resolution passed on 9 May 2012 and there is no change in any terms of the Share Option Scheme. 

Details of the Share Option Scheme were disclosed in the 2019 annual report of the Bank.

SHARE AWARD SCHEME
The Bank adopted the Share Award Scheme on 27 February 2020 (the “Adoption Date”) and, subject to any early 

termination as may be determined by the Board pursuant to the rules governing the Share Award Scheme adopted 

by the Board, as amended from time to time (the “Scheme Rules”), shall be valid and effective for a term of 10 years 

commencing on the Adoption Date.

The specific objectives of the Share Award Scheme are (i) to synchronize the employees’ perspectives with 

shareholders through continuous shares incentives; (ii) to ensure that the interests returned to the employees in key 

positions are related to the shareholders; (iii) to attract the right talents for promoting the future development of the 

Group; (iv) to reduce the turnover of the employees in key positions, to strengthen the Group’s performance; and (v) 

to reward the employees who have made outstanding contributions in driving the continuous business operation and 

development of the Group.
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OTHER INFORMATION

Pursuant to the Scheme Rules, the Board may, from time to time, at its absolute discretion select any eligible 

participant(s) to participate in the Share Award Scheme as selected employee(s) and to grant the award shares, 

and determine the number of shares to be awarded as well as the terms and conditions to be complied with by 

any selected employee. A selected employee shall be entitled to receive the award shares on the vesting dates in 

accordance with the vesting schedule and upon the selected employee has satisfied all other vesting conditions as 

determined by the Board in its absolute discretion, if any.

According to the Scheme Rules, the award shares shall be vested in four tranches of which 25% of the award shares 

shall be vested in each of the first, the second, the third and the fourth calendar year of continuous service with the 

Group after the grant date.

The Board shall not make any further grant of award shares under the Share Award Scheme such that the total 

number of award shares granted under the Share Award Scheme will not exceed 10% of the total number of issued 

shares of the Bank as at the grant date. During the six months ended 30 June 2020, a total of not more than 1,601,000 

award shares were granted under the Share Award Scheme, representing approximately 0.1646% of the shares in 

issue as at 30 June 2020.

As at 30 June 2020, there were a total of 245,690 outstanding award shares granted to the Directors of the Bank, 

details of which were as follows:

     

Number of Award Shares

Name of Director Date of grant

As at

1 January 2020

Granted during 

the period

Vested during

the period

As at

30 June 2020 Vesting Period
       

Zong Jianxin 16 March 2020 – 168,659 – 168,659 16 March 2021 to 

16 March 2024

Lau Wai Man 16 March 2020 – 77,031 – 77,031 16 March 2021 to

16 March 2024
       

PUBLICATION OF 2020 INTERIM REPORT
The Bank’s 2020 Interim Report in both English and Chinese is now available in printed form and on the websites 

of the Bank (www.chbank.com) and Hong Kong Exchanges and Clearing Limited (www.hkexnews.hk). Shareholders 

are encouraged to access the Bank’s corporate communications in electronic form to help protect the environment. 

Notwithstanding any wish to the contrary the shareholders have previously conveyed to the Bank, shareholders 

may change their choice of language or means of receipt of the Bank’s corporate communications free of charge 

at any time by reasonable notice in writing to the Bank c/o the Bank’s share registrar, Computershare Hong Kong 

Investor Services Limited at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, or via email to 

chbank.ecom@computershare.com.hk specifying their name, address and request.
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

To the Board of Directors of Chong Hing Bank Limited

(incorporated in Hong Kong with limited liability)

INTRODUCTION
We have reviewed the interim financial information set out on pages 26 to 67, which comprises the interim condensed 

consolidated statement of financial position of Chong Hing Bank Limited (the “Bank”) and its subsidiaries (together, 

the “Group”) as at 30 June 2020 and the interim condensed consolidated income statement, the interim condensed 

consolidated statement of comprehensive income, the interim condensed consolidated statement of changes in equity 

and the interim condensed consolidated statement of cash flows for the six-month period then ended, and a summary 

of significant accounting policies and other explanatory notes. The Rules Governing the Listing of Securities on The 

Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial information to be in 

compliance with the relevant provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial Reporting” 

issued by the Hong Kong Institute of Certified Public Accountants. The directors of the Bank are responsible for the 

preparation and presentation of this interim financial information in accordance with Hong Kong Accounting Standard 

34 “Interim Financial Reporting”. Our responsibility is to express a conclusion on this interim financial information 

based on our review and to report our conclusion solely to you, as a body, in accordance with our agreed terms of 

engagement and for no other purpose. We do not assume responsibility towards or accept liability to any other person 

for the contents of this report.

SCOPE OF REVIEW
We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410, “Review of Interim 

Financial Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of 

Certified Public Accountants. A review of interim financial information consists of making inquiries, primarily of 

persons responsible for financial and accounting matters, and applying analytical and other review procedures. A 

review is substantially less in scope than an audit conducted in accordance with Hong Kong Standards on Auditing 

and consequently does not enable us to obtain assurance that we would become aware of all significant matters that 

might be identified in an audit. Accordingly, we do not express an audit opinion.

CONCLUSION
Based on our review, nothing has come to our attention that causes us to believe that the interim financial information 

of the Group is not prepared, in all material respects, in accordance with Hong Kong Accounting Standard 34 “Interim 

Financial Reporting”.

PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 28 August 2020
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CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 June 2020

   

Six months ended 30 June

2020 2019

Notes HK$’000 HK$’000

(Unaudited) (Unaudited)
    

Interest income 2,998,803 3,115,800

Interest expense (1,536,144) (1,571,125)
   

Net interest income 6 1,462,659 1,544,675
   

Fee and commission income 248,620 232,858

Fee and commission expenses (39,014) (65,685)
   

Net fee and commission income 7 209,606 167,173

Net income from trading and investments 8 197,380 122,211

Other operating income 9 80,182 82,458

Operating expenses 10 (782,822) (750,614)
   

Operating profit before impairment allowances 1,167,005 1,165,903

Net impairment losses on financial assets 11 (298,375) (96,580)
   

Operating profit after impairment allowances 868,630 1,069,323

Net losses on disposal of equipment (24) (342)

Net (losses) gains on fair value adjustments

 on investment properties 20 (7,400) 1,656

Share of profits of associates 3,170 26,165
   

Profit before taxation 864,376 1,096,802

Taxation 12 (149,411) (192,207)
   

Profit for the period

– Attributable to equity owners of the Bank 13 714,965 904,595
  

Earnings per share – basic and diluted 13 HK$0.64 HK$0.85
      

The notes on pages 32 to 67 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED STATEMENT OF 
COMPREHENSIVE INCOME

For the six months ended 30 June 2020

  

Six months ended 30 June

2020 2019

HK$’000 HK$’000

(Unaudited) (Unaudited)
   

Profit for the period 714,965 904,595
   

Other comprehensive expenses

 Items that may not be reclassified subsequently to profit or loss:

  Net losses on investments in equity instruments measured at fair value 

   through other comprehensive income (“FVOCI”) (10,431) (528)
   

 Items that may be reclassified subsequently to profit or loss:

  Exchange differences arising on translation (102,302) (13,774)

  Net (losses) gains on investments in debt instruments measured at FVOCI (864,498) 295,954

  Amount reclassified to profit or loss upon disposal of FVOCI 

   debt securities (60,590) (27,496)

  Income tax effect relating to disposal of financial assets 

   measured at FVOCI 9,997 4,537

  Income tax effect relating to fair value change of financial assets 

   measured at FVOCI 148,387 (46,135)

  Share of other comprehensive income of associates (15,033) 11,486
   

Other comprehensive (expenses) income for the period (net of tax) (894,470) 224,044
   

Total comprehensive (expenses) income for the period (179,505) 1,128,639
  

Total comprehensive (expenses) income for the period attributable to:

 Equity owners of the Bank (179,505) 1,128,639
     

The notes on pages 32 to 67 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED STATEMENT 
OF FINANCIAL POSITION
At 30 June 2020

    

30 June 

2020

31 December 

2019

Notes HK$’000 HK$’000

(Unaudited) (Audited)
    

Assets

 Cash and short-term funds 15 17,620,648 20,404,505

 Placements with banks maturing between one to twelve months 1,486,617 5,525,049

 Derivative financial instruments 16 737,462 705,930

 Investments in securities 17 57,999,757 57,534,593

 Advances and other accounts 19 137,548,358 125,982,796

 Tax recoverable 90,260 –

 Interests in associates 363,281 377,244

 Investment properties 20 298,193 306,610

 Property and equipment 21 1,033,052 1,124,251

 Deferred tax assets 28 73,675 28,767

 Intangible assets 22 806,782 778,289
   

Total assets 218,058,085 212,768,034
  

Liabilities

 Deposits and balances of banks 7,122,005 6,949,921

 Financial assets sold under repurchase agreements 23 6,292,993 4,253,852

 Deposits from customers 24 168,913,133 162,664,648

 Derivative financial instruments 16 3,377,037 1,902,951

 Other accounts and accruals 25 3,371,028 3,172,687

 Current tax liabilities 2,845 486,528

 Certificates of deposit 26 77,495 3,749,075

 Loan capital 27 4,647,976 4,579,912

 Deferred tax liabilities 28 55,223 145,247
   

Total liabilities 193,859,735 187,904,821
  

Equity attributable to owners of the Bank

 Share capital 9,977,060 9,977,060

 Additional equity instruments 29 3,111,315 3,111,315

 Reserves 11,109,975 11,774,838
   

Total equity 24,198,350 24,863,213
  

Total liabilities and equity 218,058,085 212,768,034
      

The notes on pages 32 to 67 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED STATEMENT 
OF CHANGES IN EQUITY

For the six months ended 30 June 2020

             

Share 
capital

Additional 
equity 

instruments Goodwill

Share-
based 

payment 
reserve

Investment 
revaluation 

reserve

Land and 
building 

revaluation 
reserve

General 
reserve

Translation 
reserve

Regulatory 
reserve

Retained 
profits Total

Note HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
             

At 1 January 2020 9,977,060 3,111,315 (182) – 443,969 179,633 1,388,500 (171,599) 1,039,000 8,895,517 24,863,213

Profit for the period – – – – – – – – – 714,965 714,965

Other comprehensive expenses – – – – (792,168) – – (102,302) – – (894,470)

Total comprehensive (expenses) 
 income for the period – – – – (792,168) – – (102,302) – 714,965 (179,505)
Equity settled share-based 
 transaction – – – 2,143 – – – – – – 2,143
Distribution payment for 
 additional equity instruments – (88,765) – – – – – – – – (88,765)
Transfer from retained profits – 88,765 – – – – – – – (88,765) –
Final dividend paid 14 – – – – – – – – – (398,736) (398,736)
Earmark of retained profits as
 regulatory reserve – – – – – – – – (549,000) 549,000 –
            
At 30 June 2020 9,977,060 3,111,315 (182) 2,143 (348,199) 179,633 1,388,500 (273,901) 490,000 9,671,981 24,198,350

           

At 1 January 2019 9,977,060 2,312,030 (182) – 7,092 179,633 1,388,500 (113,933) 912,000 7,880,129 22,542,329

Profit for the period – – – – – – – – – 904,595 904,595

Other comprehensive income 
 (expenses) – – – – 237,818 – – (13,774) – – 224,044

Total comprehensive income
 (expenses) for the period – – – – 237,818 – – (13,774) – 904,595 1,128,639
Equity settled share-based
 transaction – – – – – – – – – – –
Distribution payment for
 additional equity instruments – (76,536) – – – – – – – – (76,536)
Transfer from retained profits – 76,536 – – – – – – – (76,536) –
Final dividend paid 14 – – – – – – – – – (398,736) (398,736)
Earmark of retained profits as
 regulatory reserve – – – – – – – – 48,000 (48,000) –
            
At 30 June 2019 9,977,060 2,312,030 (182) – 244,910 179,633 1,388,500 (127,707) 960,000 8,261,452 23,195,696

                        

The retained profits of the Group included retained profits of HK$168,465,000 (30 June 2019: retained profits of 
HK$183,817,000) retained by the associates of the Group.

The regulatory reserve is set up in compliance with the requirements of the Hong Kong Monetary Authority (the “HKMA”) 
and is distributable to the shareholders of the Bank subject to consultation with the HKMA.

The general reserve comprises transfers from previous years’ retained profits.

The notes on pages 32 to 67 form an integral part of this condensed consolidated interim financial information.
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CONDENSED CONSOLIDATED STATEMENT 
OF CASH FLOWS
For the six months ended 30 June 2020

  

Six months ended 30 June

2020 2019

HK$’000 HK$’000

(Unaudited) (Unaudited)
   

OPERATING ACTIVITIES

Profit before taxation 864,376 1,096,802

Adjustments for:

 Net interest income (1,462,659) (1,544,675)

 Net impairment losses on financial assets 298,375 96,580

 Net losses on disposal of property and equipment 24 342

 Net gains on disposal of financial assets measured at FVOCI (60,590) (27,496)

 Net losses (gains) on fair value adjustments on investment properties 7,400 (1,656)

 Share of profits of associates (3,170) (26,165)

 Net gains on fair value hedge (7,128) (7,853)

 Dividend received from investments (8,503) (3,918)

 Depreciation and amortisation 137,638 111,155

 Equity settled share-based payment expenses 2,143 –

 Exchange adjustments (23,390) (57,357)
   

Operating cash flows before movements in

 operating assets and liabilities (255,484) (364,241)

(Increase) decrease in operating assets:

 Money at call and short notice with original maturity over three months 13,155 200,109

 Placements with banks with original maturity over three months 3,326,435 3,062,818

 Financial assets at fair value through profit or loss 13,509 (863)

 Advances to customers (11,027,102) (7,549,303)

 Advances to banks 70,598 334,895

 Other accounts (1,046,967) (1,357,630)
   

Increase (decrease) in operating liabilities:

 Deposits and balances of banks 172,084 5,578,812

 Financial assets sold under repurchase agreements 2,039,141 611,054

 Deposits from customers 6,248,485 3,687,770

 Certificates of deposit (3,671,580) 1,401,973

 Derivative financial instruments (176,751) 177,328

 Other accounts and accruals 446,948 (190,224)
   

Cash (used in) generated from operations (3,847,529) 5,592,498

Hong Kong Profits Tax paid (650,523) 20

Overseas tax paid (48,517) (41,320)

Interest received 2,645,259 2,329,245

Interest paid (1,608,813) (1,083,442)
   

NET CASH (USED IN) GENERATED FROM OPERATING ACTIVITIES (3,510,123) 6,797,001
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CONDENSED CONSOLIDATED STATEMENT 
OF CASH FLOWS

For the six months ended 30 June 2020

  

Six months ended 30 June

2020 2019

HK$’000 HK$’000

(Unaudited) (Unaudited)
   

INVESTING ACTIVITIES

Interest received on investments in securities 522,638 661,515

Dividends received on investments in securities 8,503 3,918

Dividends received from associates 2,100 2,100

Purchase of financial assets measured at amortised cost (159,389) (173,989)

Purchase of financial assets measured at FVOCI (73,877,499) (36,289,956)

Purchase of property and equipment (41,131) (19,860)

Purchase of intangible assets (31,734) (50,387)

Proceeds from redemption of financial assets measured at amortised cost 160,199 218,453

Proceeds from sale and redemption of financial assets measured at FVOCI 74,117,146 31,211,505

Proceeds from disposal of equipment 1 –
   

NET CASH GENERATED FROM (USED IN) INVESTING ACTIVITIES 700,834 (4,436,701)
   

FINANCING ACTIVITIES

Interest paid on loan capital (97,695) (98,181)

Interest paid on debt securities issued – (62,103)

Redemption of debt securities issued – (1,708,650)

Payment of lease liabilities (88,214) (69,919)

Dividends paid to ordinary shareholders (398,736) (398,736)

Distribution paid on additional equity instruments (88,765) (76,536)
   

NET CASH USED IN FINANCING ACTIVITIES (673,410) (2,414,125)
   

NET DECREASE IN CASH AND CASH EQUIVALENTS (3,482,699) (53,825)

CASH AND CASH EQUIVALENTS AT 1 JANUARY 22,298,698 30,694,891
   

CASH AND CASH EQUIVALENTS AT 30 JUNE 18,815,999 30,641,066
  

Represented by:

Cash and balances with central bank and banks 5,395,312 7,239,211

Money at call and short notice with original maturity of less than three months 12,117,835 16,360,348

Placements with banks maturing between one to twelve months with 

 original maturity of less than three months 1,302,852 7,041,507
   

18,815,999 30,641,066
     

The notes on pages 32 to 67 form an integral part of this condensed consolidated interim financial information.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM 
FINANCIAL INFORMATION
For the six months ended 30 June 2020

1. GENERAL INFORMATION
Chong Hing Bank Limited (the “Bank”) is a public limited company incorporated in Hong Kong and its shares are 

listed on The Stock Exchange of Hong Kong Limited.

The Bank is engaged in the provision of banking and related financial services. The address of the registered 

office of the Bank is Ground Floor, Chong Hing Bank Centre, 24 Des Voeux Road Central, Hong Kong.

The condensed consolidated interim financial information is presented in Hong Kong dollars, which is the same 

as the functional currency of the Bank.

The financial information relating to the year ended 31 December 2019 that is included in the condensed 

consolidated interim financial information for the six months ended 30 June 2020 as comparative information 

does not constitute the Bank’s statutory annual consolidated financial statements for that year but is derived 

from those financial statements. Further information relating to those statutory financial statements required to 

be disclosed in accordance with section 436 of the Hong Kong Companies Ordinance (Cap. 622) is as follows:

The Bank has delivered the financial statements for the year ended 31 December 2019 to the Registrar of 

Companies as required by section 662(3) of, and Part 3 of Schedule 6 to, the Hong Kong Companies Ordinance 

(Cap. 622).

The Bank’s auditor has reported on those financial statements. The auditor’s report was unqualified; did not 

include a reference to any matters to which the auditor drew attention by way of emphasis without qualifying 

its report, and did not contain a statement under sections 406(2), 407(2) or (3) of the Hong Kong Companies 

Ordinance (Cap. 622).

2. BASIS OF PREPARATION AND ACCOUNTING POLICIES
This condensed consolidated interim financial information for the six months ended 30 June 2020 has been 

prepared in accordance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim financial reporting”. The 

condensed consolidated interim financial information should be read in conjunction with the annual financial 

statements for the year ended 31 December 2019, which have been prepared in accordance with Hong Kong 

Financial Reporting Standards (“HKFRSs”).

The accounting policies applied are consistent with those of the annual financial statements for the year ended 

31 December 2019, as described in those annual financial statements, except for the adoption of new and 

amended standards as set out below.

NEW AND AMENDED STANDARDS ADOPTED BY THE GROUP
A number of new or amended standards became applicable for the current reporting period, and the Group 

did not have to change its accounting policies or make retrospective adjustments as a result of adopting these 

standards.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION

For the six months ended 30 June 2020

2. BASIS OF PREPARATION AND ACCOUNTING POLICIES (Continued)

The following amendments to accounting standards are applicable for reporting periods commencing on or after 

1 January 2020:

‧ Definition of Material – amendments to Hong Kong Accounting Standard (“HKAS”) 1 and HKAS 8

‧ Definition of a Business – amendments to Hong Kong Financial Reporting Standard (“HKFRS”) 3

‧ Revised Conceptual Framework for Financial Reporting

‧ COVID-19-related Rent Concession (Amendment to HKFRS 16)

‧ Interest Rate Benchmark Reform – amendments to HKFRS 9, HKAS 39 and HKFRS 7

Interest rate benchmark reform is the market-wide initiative to replace or reform interbank offered rates (“IBORs”) 

with alternatively risk-free interest rates (“RFRs”). The amendments modify the some specific hedge accounting 

requirements to provide relief from potential effects of the uncertainties caused by the interest rate benchmark 

reform.

Significant judgement will be required in determining when uncertainty is expected to be resolved and when 

the temporary exceptions will cease to apply. As at 30 June 2020, there is still uncertainty on the IBORs and 

the Group has applied the temporary exceptions on the all of the hedge accounting relationships that reference 

benchmarks subject to reform or replacement. The Group has closely monitored the market progress on the 

transition of IBORs to RFRs.

The Group designated certain interest rate swaps, exposed to different IBORs, predominantly US Dollar LIBOR, 

as fair value hedge of investments in debt instruments measured at FVOCI and subordinated note issued. The 

notional amounts of interest rate swaps designated in hedge accounting relationship impacted by the exception 

as at 30 June 2020 is approximately HK$32 billion.

There are no other HKFRSs or interpretations that are effective from 1 January 2020 or not yet effective that 

would be expected to have a material impact on the Group.

In addition, the Group has adopted the Share Award Scheme on 27 February 2020 and award shares have been 

issued during the period. Under the Share Award Scheme, shares issued by the Group to employees for no cash 

consideration. The market value of the shares issued is recognised as staff costs with a corresponding increase 

in equity over the vesting period, which is the period over which all of the specified vesting conditions are to be 

satisfied. At the end of each period, the Group revises its estimates of the number of shares that are expected to 

vest based on service conditions. It recognises the impact of the revision to original estimates, if any, in profit or 

loss, with a corresponding adjustment to equity.



CHONG HING BANK LIMITED34

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION
For the six months ended 30 June 2020

3. SEGMENT INFORMATION
The Group’s operating segments, which are also the reportable segments, based on information regularly 

reviewed by the chief operating decision maker (Executive Committee of the Group) for the purposes of allocating 

resources to segments and assessing their performance on business divisions of the Group, are as follows:

1. Corporate and personal banking

2. Financial markets activities

3. Securities business

4. Others comprising investment holding, insurance, other investment advisory services and property 

investments.

No operating segments identified by the chief operating decision maker have been aggregated in arriving at the 

reportable segments of the Group.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION

For the six months ended 30 June 2020

3. SEGMENT INFORMATION (Continued)

The following is an analysis of the Group’s revenue and results by reportable and operating segment for the 
periods under review:

OPERATING SEGMENT REVENUE AND RESULTS
Six months ended 30 June 2020
       

Corporate 
and

personal 
banking

Financial 
markets 

activities
Securities 

business Others Eliminations Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

       
Interest income from external customers 2,353,453 637,689 4,500 3,161 – 2,998,803
Interest expense to external customers (1,351,378) (82,354) – (102,412) – (1,536,144)
Inter-segment interest income (Note 1) 193,478 – – 215,850 (409,328) –
Inter-segment interest expense (Note 1) – (409,328) – – 409,328 –

       
Net interest income 1,195,553 146,007 4,500 116,599 – 1,462,659
Fee and commission income 178,257 1,722 68,275 366 – 248,620
Fee and commission expenses (38,697) (55) (262) – – (39,014)
Net income from trading and investments 123,705 83,319 (108) (9,536) – 197,380
Other operating income 44,288 – 3,028 32,866 – 80,182

       
Segment revenue
 Total operating income 1,503,106 230,993 75,433 140,295 – 1,949,827
 Comprising:

 – Segment revenue from 

   external customers 1,309,628 640,321 75,433 (75,555)
 – Inter-segment transactions 193,478 (409,328) – 215,850

Operating expenses (Note 2) (657,776) (59,102) (40,200) (25,744) – (782,822)
Net impairment losses on financial assets (217,263) (81,104) 1 (9) – (298,375)
Net losses on disposal of equipment – – – (24) – (24)
Net (losses) gains on fair value
 adjustments on investment properties – – – (7,400) – (7,400)

       
Segment profit 628,067 90,787 35,234 107,118 – 861,206

     
Unallocated corporate expenses –
Share of profits of associates 3,170

  
Profit before taxation 864,376

        

Notes:

1. Inter-segment pricing for funding transactions is charged with reference to prevailing market interest rates.

2. The difference between the operating expenses in the condensed consolidated income statement and the operating expenses in the 

operating segments is the unallocated corporate expenses.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION
For the six months ended 30 June 2020

3. SEGMENT INFORMATION (Continued)

OPERATING SEGMENT ASSETS AND LIABILITIES
At 30 June 2020

      

Corporate 

and

personal 

banking

Financial 

markets 

activities

Securities 

business Others Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
      

Assets

 Segment assets 139,870,244 74,213,443 419,915 588,123 215,091,725

 Interests in associates 363,281

 Unallocated corporate assets 2,603,079
  

 Consolidated total assets 218,058,085
 

Liabilities

 Segment liabilities 170,403,121 21,956,945 281,584 182,506 192,824,156

 Unallocated corporate liabilities 1,035,579
  

 Consolidated total liabilities 193,859,735
       

OTHER INFORMATION
Six months ended 30 June 2020

       

Corporate 

and

personal 

banking

Financial 

markets 

activities

Securities 

business Others Unallocated Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

Capital expenditure during the period 20,054 51 54 30 52,676 72,865

Depreciation and amortisation 82,471 7,005 6,275 4,102 37,785 137,638
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION

For the six months ended 30 June 2020

3. SEGMENT INFORMATION (Continued)

OPERATING SEGMENT REVENUE AND RESULTS
Six months ended 30 June 2019

       

Corporate 

and

personal 

banking

Financial 

markets 

activities

Securities 

business Others Eliminations Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

Interest income from external customers 2,080,785 1,004,112 4,100 26,803 – 3,115,800

Interest expense to external customers (1,123,679) (292,446) – (155,000) – (1,571,125)

Inter-segment interest income (Note 1) 278,991 – – 249,991 (528,982) –

Inter-segment interest expense (Note 1) – (528,982) – – 528,982 –
       

Net interest income 1,236,097 182,684 4,100 121,794 – 1,544,675

Fee and commission income 177,230 – 53,017 2,611 – 232,858

Fee and commission expenses (65,427) (233) (25) – – (65,685)

Net income from trading and investments 64,199 60,027 28 (2,043) – 122,211

Other operating income 65,292 – 399 36,057 (19,290) 82,458
       

Segment revenue

 Total operating income 1,477,391 242,478 57,519 158,419 (19,290) 1,916,517

 Comprising:

 – Segment revenue from 

   external customers 1,198,400 771,460 57,519 (91,572)

 – Inter-segment transactions 278,991 (528,982) – 249,991

Operating expenses (Note 2) (647,765) (52,288) (40,390) (29,443) 19,290 (750,596)

Net impairment losses on financial assets (68,684) (27,900) – 4 – (96,580)

Net losses on disposal of equipment – – – (342) – (342)

Net (losses) gains on fair value

 adjustments on investment properties – – – 1,656 – 1,656
       

Segment profit 760,942 162,290 17,129 130,294 – 1,070,655
     

Unallocated corporate expenses (18)

Share of profits of associates 26,165
  

Profit before taxation 1,096,802
        

Notes:

1. Inter-segment pricing for funding transactions is charged at with reference to prevailing market interest rates.

2. The difference between the operating expenses in the condensed consolidated income statement and the operating expenses in the 

operating segments is the unallocated corporate expenses.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION
For the six months ended 30 June 2020

3. SEGMENT INFORMATION (Continued)

OPERATING SEGMENT ASSETS AND LIABILITIES
At 31 December 2019

      

Corporate 

and

personal 

banking

Financial 

markets 

activities

Securities 

business Others Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
      

Assets

 Segment assets 127,757,395 81,513,885 372,672 975,513 210,619,465

 Interests in associates 377,244

 Unallocated corporate assets 1,771,325
  

 Consolidated total assets 212,768,034
 

Liabilities

 Segment liabilities 163,673,166 22,019,638 221,858 183,026 186,097,688

 Unallocated corporate liabilities 1,807,133
  

 Consolidated total liabilities 187,904,821
       

OTHER INFORMATION
Six months ended 30 June 2019

       

Corporate 

and

personal 

banking

Financial 

markets 

activities

Securities 

business Others Unallocated Consolidated

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

Capital expenditure during the period 11,574 40 49 1 58,583 70,247

Depreciation and amortisation 73,661 4,891 4,686 369 27,548 111,155
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION

For the six months ended 30 June 2020

3. SEGMENT INFORMATION (Continued)

OTHER INFORMATION (Continued)

All direct costs incurred by different segments are grouped under respective segments. Indirect costs and 

support functions’ costs are allocated to various segments and products based on effort and time spent while 

segments’ other operating income is allocated depending on the nature of costs incurred. Indirect costs and 

support functions’ costs and income related to corporate activities that cannot be reasonably allocated to 

segments or products are grouped as unallocated corporate expenses and unallocated corporate income 

respectively. This is the measure reported to the chief operating decision maker for the purposes of resource 

allocation and assessment of performance.

There is no operating income with a single external customer amounting to or exceeding 10% of the Group’s and 

the Bank’s total operating income.

Assets and liabilities related to corporate activities that cannot be reasonably allocated to segments, products 

and support functions are grouped as unallocated corporate assets and liabilities. All direct segment assets and 

liabilities are grouped under respective segments.

GEOGRAPHICAL INFORMATION
Geographical information (including geographical analysis of total segment revenue) is analysed by the Group 

based on the locations of the principal operations of the branches and subsidiaries which are responsible for 

reporting the results or booking the assets. Non-current assets presented below are based on the location of the 

entities’ country of domicile which is the same as the location of the non-current assets.

    

Six months ended 30 June 2020 At 30 June 2020

Total 

operating 

income

Profit 

before 

taxation

Capital 

expenditure 

during the 

period

Total 

assets

Total 

liabilities

Total 

contingent 

liabilities and 

commitments

Non-

current 

assets

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
        

Hong Kong 1,470,575 604,093 65,902 168,217,311 149,388,191 34,594,189 2,391,422

Mainland China 453,381 242,297 6,962 48,802,773 43,841,836 9,874,508 177,851

Macau and others 25,871 17,986 1 1,038,001 629,708 797,924 5,710
        

Total 1,949,827 864,376 72,865 218,058,085 193,859,735 45,266,621 2,574,983
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION
For the six months ended 30 June 2020

3. SEGMENT INFORMATION (Continued)

GEOGRAPHICAL INFORMATION (Continued)

    

Six months ended 30 June 2019 At 31 December 2019

Total 

operating 

income

Profit 

before 

taxation

Capital 

expenditure 

during the 

period

Total 

assets

Total 

liabilities

Total 

contingent 

liabilities and 

commitments

Non-

current 

assets

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
        

Hong Kong 1,586,218 1,028,125 61,636 167,367,304 147,671,184 32,637,540 2,370,740

Mainland China 299,139 42,150 8,611 44,541,771 39,713,076 13,554,034 242,972

Macau and others 31,160 26,527 – 858,959 520,561 23,876 1,449
        

Total 1,916,517 1,096,802 70,247 212,768,034 187,904,821 46,215,450 2,615,161
               

Note:

Total operating income consists of net interest income, net fee and commission income, net income from trading and investments and other 

operating income.

Non-current assets consist of interests in associates, investment properties, property and equipment and intangible assets.
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION

For the six months ended 30 June 2020

4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
4.1 FAIR VALUE ESTIMATION

The table below analyses financial instruments carried at fair value, by valuation method. The different 

levels have been defined as follows:

‧ Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active 

markets for identical assets or liabilities.

‧ Level 2 fair value measurements are those derived from inputs other than quoted prices included 

within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly 

(i.e. derived from prices).

‧ Level 3 fair value measurements are those derived from valuation techniques that include inputs for 

the asset or liability that are not based on observable market data (unobservable inputs).

The following table presents the Group’s financial assets and liabilities that are measured at fair value as 

at 30 June 2020.

  

Fair value hierarchy

Level 1 Level 2 Level 3 Total

HK$’000 HK$’000 HK$’000 HK$’000
     

At 30 June 2020

Financial assets measured at fair 

 value through profit or loss

 Equity securities 91 – – 91

 Debt securities 127,087 – – 127,087

Financial assets measured at FVOCI

 Equity securities 39,917 – 39,286 79,203

 Debt securities 56,567,278 751,860 – 57,319,138

Derivative financial assets not used 

 for hedging – 622,836 – 622,836

Derivative financial assets used

 for hedging – 114,626 – 114,626

Derivative financial liabilities not 

 used for hedging – (590,103) – (590,103)

Derivative financial liabilities 

 used for hedging – (2,786,934) – (2,786,934)
     

Total 56,734,373 (1,887,715) 39,286 54,885,944
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL 
INFORMATION
For the six months ended 30 June 2020

4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (Continued)

4.1 FAIR VALUE ESTIMATION (Continued)

The following table presents the Group’s financial assets and liabilities that are measured at fair value as 

at 31 December 2019.

  

Fair value hierarchy

Level 1 Level 2 Level 3 Total

HK$’000 HK$’000 HK$’000 HK$’000
     

At 31 December 2019

Financial assets measured at fair 

 value through profit or loss

 Equity securities 193 – – 193

 Debt securities 140,494 – – 140,494

Financial assets measured at FVOCI

 Equity securities 49,736 – 39,884 89,620

 Debt securities 55,039,373 1,784,280 – 56,823,653

Derivative financial assets not used

 for hedging – 675,033 – 675,033

Derivative financial assets used

 for hedging – 30,897 – 30,897

Derivative financial liabilities not used

 for hedging – (670,656) – (670,656)

Derivative financial liabilities used

 for hedging – (1,232,295) – (1,232,295)
     

Total 55,229,796 587,259 39,884 55,856,939
         

There was no transfer between Levels 1, 2 and 3 during the current and prior reporting period.

Except as detailed in the following table, the directors of the Group consider that the carrying amounts of 

financial assets and financial liabilities recorded at amortised cost in the condensed consolidated interim 

financial information approximate their fair values.
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4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (Continued)

4.1 FAIR VALUE ESTIMATION (Continued)

   

Carrying

amount Fair value

HK$’000 HK$’000
   

At 30 June 2020

Financial assets

 – Financial assets measured at amortised cost 474,238 484,894
  

Financial liabilities

 – Loan capital 4,647,976 4,504,945
  

At 31 December 2019

Financial assets

 – Financial assets measured at amortised cost 480,633 487,531
  

Financial liabilities

 – Loan capital 4,579,912 4,552,942
     

4.2 VALUATION TECHNIQUES
The fair value of listed securities is determined with reference to quoted market bid prices from relevant 

stock exchanges.

The fair values of debt securities classified as FVOCI, certificates of deposit and other debt securities 

classified as amortised cost securities and loan capital are determined based on indicative prices provided 

by the dealers and brokers. In addition, the Group makes comparison of the indicative prices with the 

prices obtained from pricing service providers and other service providers and with the values calculated 

using valuation models such as discounted cash flows method to substantiate the indicative prices of 

the debt securities. The key inputs used in the valuation models are the interest rate data, which are 

observable at the end of the reporting period. The objective of valuation models is to arrive at a fair value 

estimation that reflects the price of the financial instrument at the reporting date, which would have been 

determined by market participants acting at arm’s length.

The fair value of foreign currency forward contracts is measured by comparing the contracted forward 

rates and the quoted forward exchange rates, which are observable at the end of the reporting period.

The fair value of interest rate swaps and cross-currency interest rate swaps are measured by the present 

value of future cash flows estimated and discounted based on the applicable yield curves derived from 

quoted interest rates, which are observable at the end of the reporting period.

The financial markets have experienced a significant increase in price volatility across all financial 

instruments as a result of the outbreak of COVID-19 in the first half of 2020.  The impact of COVID-19 

should have been reflected in the market price of the financial instruments. There were no changes in the 

Group’s valuation techniques during the period.
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4. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (Continued)

4.3 RECONCILIATION OF LEVEL 3 FAIR VALUE MEASUREMENTS OF FINANCIAL 
ASSETS

  

Financial 
assets 

measured 
at FVOCI
HK$’000

  

Balance at 1 January 2019 40,954

Exchange difference (1,070)
  

Balance at 31 December 2019/1 January 2020 39,884

Exchange difference (598)
  

Balance at 30 June 2020 39,286
   

The majority of the Group’s investments are valued based on quoted market information or observable 

market data. A small percentage, less than 0.02% (31 December 2019: less than 0.02%), assets recorded 

at fair value, are based on estimates and recorded as Level 3 investments. Whilst such valuations are 

sensitive to estimates, it is believed that changing one or more of the assumptions to reasonably possible 

alternative assumptions would not have a material impact on the Group’s financial positions.

5. OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES
The Group has financial assets and financial liabilities that:

‧ are offset in the Group’s condensed consolidated statement of financial position; or

‧ are subject to an enforceable master netting arrangement or similar agreement that covers similar 

financial instruments, irrespective of whether they are offset in the condensed consolidated statement of 

financial position.

The Group entered into International Swaps and Derivatives Association (“ISDA”) Master Agreements and Global 

Master Repurchase Agreements (“GMRA”) for derivatives and sale and repurchase agreements. In addition, the 

Group receives and pledges collateral in the form of cash in respect of its derivative transactions and sale and 

repurchase agreements. Such collateral is subject to the standard industry terms of ISDA Credit Support Annex 

or GMRA. Collateral received or pledged must be returned on maturity of the transactions.

Under the Continuous Net Settlement, money obligations receivable and payable with the Hong Kong Securities 

Clearing Company Limited on the same settlement date are settled on a net basis.
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6. NET INTEREST INCOME
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Interest income

 Balances and placements with central bank and banks 214,954 374,204

 Investments in securities 574,594 771,119

 Loans and advances 2,209,255 1,970,477
   

2,998,803 3,115,800
  

Interest expense

 Deposits and balances of banks (102,526) (205,686)

 Deposits from customers (1,277,686) (1,076,023)

 Financial assets sold under repurchase agreements (29,956) (87,375)

 Certificates of deposit (25,100) (47,831)

 Debt securities issued – (25,249)

 Loan capital in issue (92,023) (119,934)

 Lease liabilities (8,853) (9,027)
   

(1,536,144) (1,571,125)
  

Net interest income 1,462,659 1,544,675
  

Included within interest income

 Interest income on impaired loans and advances 4,625 5,775
     

Included within interest income and interest expense are HK$2,998,803,000 (2019: HK$3,113,098,000) and 

HK$1,536,144,000 (2019: HK$1,571,125,000) earned and incurred from financial assets and financial liabilities 

that are not recognised at fair value through profit or loss, respectively.

Included above is interest income from unlisted investments in debt securities of HK$574,594,000 (2019: 

HK$771,119,000).
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7. NET FEE AND COMMISSION INCOME
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Fee and commission income

 Securities dealings 70,323 53,583

 Loans, overdrafts and guarantees 71,095 55,350

 Trade finance 6,932 7,127

 Credit card services 40,175 67,020

 Agency services 51,852 42,365

 Others 8,243 7,413
   

Total fee and commission income 248,620 232,858

Less: Fee and commission expenses (39,014) (65,685)
   

Net fee and commission income 209,606 167,173
  

of which:

Net fee and commission, other than amounts included in 

 determining the effective interest rate, arising from 

 financial assets or financial liabilities, that are not recognised

 at fair value through profit or loss

 – Fee income 96,252 103,483

 – Fee expenses (36,307) (63,527)
   

59,945 39,956
     

Comparative figures for certain credit card services related expenses of HK$5,904,000 have been reclassified 

from other operating expenses to fee and commission expenses to conform to current period’s presentation.
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8. NET INCOME FROM TRADING AND INVESTMENTS
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Foreign exchange gains 127,424 78,546

Net gains on financial instruments at fair value 

 through profit or loss 2,238 8,316

Net gains on fair value hedge:

 – Net gains on hedged items attributable to the hedged risk 1,626,433 1,074,989

 – Net losses on hedging instruments (1,619,305) (1,067,136)

Net gains on disposal of financial assets at FVOCI

 – Debt securities 60,590 27,496
   

197,380 122,211
     

“Foreign exchange gains” includes gains and losses from spot and forward contracts, swaps and translated 

foreign currency assets and liabilities, which are not designated as qualifying hedging relationship.

The Group entered into foreign exchange swaps for its liquidity management and funding activities. It involves 

swapping a currency (“original currency”) into another currency (“swap currency”) at the spot exchange rate 

for short-term placement and simultaneously entering into a forward contract to convert the funds back to the 

original currency on maturity of the placement. The exchange difference between the spot and forward contracts 

as well as the corresponding interest differential between the surplus funds in the original currency and swap 

currency are recognised as “Foreign exchange gains (losses)”.

Net gains on disposal of the financial assets at FVOCI were included in the net income from trading and 

investments of the Group which form part of the business operation. This is to in line with the current business 

model of the Group.
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9. OTHER OPERATING INCOME
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Dividend income

 – Listed investments 5,648 1,043

 – Unlisted investments 2,855 2,875

8,503 3,918

Gross rents from investment properties 4,494 4,358

Less: Outgoings (196) (187)

Net rental income 4,298 4,171

Safe deposit box rentals 27,737 28,521

Net insurance income (Note) 8,028 13,520

Other banking services income 28,677 27,440

Others 2,939 4,888
   

80,182 82,458
     

Note:  Details of net insurance income are as follows:

  
Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Gross insurance premium income 20,127 20,209

Reinsurers’ share of gross insurance premium income (5,856) (6,134)

14,271 14,075

Decrease in gross outstanding claims 5,220 3,514

Gross claim paid (10,937) (6,593)

(5,717) (3,079)

(Decrease) Increase in recoverable from reinsurance of outstanding claims (4,573) 376

Reinsurance claims recoveries 2,433 209

(2,140) 585

Net insurance commission income 1,614 1,939
   

Net insurance income 8,028 13,520
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10. OPERATING EXPENSES
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Auditor’s remuneration 3,808 3,860

Staff costs (including directors’ emoluments)

 – Salaries and other costs 474,277 481,671

 – Retirement benefits scheme contributions 24,986 24,258

 – Equity settled share-based payment 2,143 –

 – Capitalised to intangible assets (26,776) (23,948)

Total staff costs 474,630 481,981

Depreciation

 – Property and equipment 39,967 35,462

 – Right-of-use assets 100,098 73,649

 – Government grants (Note) (4,534) (1,535)

135,531 107,576

Amortisation of intangible assets 2,107 2,044

Premises and equipment expenses, excluding depreciation

 – Rentals and rates for premises 4,151 4,407

 – Expenses relating to short-term leases 1,450 20,507

 – Expenses relating to leases of low-value assets 25 3

 – Capitalised to intangible assets (1,345) (1,444)

4,281 23,473

 – Others 5,874 6,608

Other operating expenses 157,337 125,830

 – Capitalised to intangible assets (746) (758)

156,591 125,072
   

782,822 750,614
     

Comparative figures for certain credit card services related expenses of HK$5,904,000 have been reclassified 

from other operating expenses to fee and commission expenses and certain non-salary staff related expenses 

of HK$27,281,000 included in other operating expenses, have been reclassified to salaries and other costs to 

conform to current period’s presentation.

Note:  Government grants were received by the Group from the Government of the People’s Republic of China for office rental 

in Shenzhen. There are no unfulfilled conditions or contingencies relating to these grants.
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11. NET IMPAIRMENT LOSSES ON FINANCIAL ASSETS
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Loans and advances to customers 203,434 64,392

Short-term funds and placement with banks 8,740 3,312

Investment in securities 77,826 26,139

Loan commitments and financial guarantees 8,375 2,737
   

298,375 96,580
     

12. TAXATION
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

The tax charge comprises:

Hong Kong Profits Tax 102,436 116,152

Overseas taxation 22,661 42,192

Deferred tax 24,314 33,863
   

149,411 192,207
     

Hong Kong Profits Tax is calculated at 16.5% (2019: 16.5%) of the estimated assessable profit for the period.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.
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13. EARNINGS PER SHARE – BASIC AND DILUTED
The calculation of basic earnings per share is based on the profit attributable to equity owners of the Bank 

of HK$714,965,000 (2019: HK$904,595,000) with deduction of distribution payment for additional equity 

instruments of HK$88,765,000 (2019: HK$76,536,000) and on 972,526,000 (2019: 972,526,000) ordinary shares 

in issue.

There were no potential dilutive instrument in issue during both periods.

14. DIVIDENDS
On 2 June 2020, a dividend of HK$0.41 per share totalling HK$398,736,000 was paid to shareholders as the final 

dividend for 2019.

On 4 June 2019, a dividend of HK$0.41 per share totalling HK$398,736,000 was paid to shareholders as the final 

dividend for 2018.

Subsequent to the end of the interim period, the Board has declared a total amount of interim dividend in respect 

of the financial year ending 31 December 2020 of HK$106,978,000 (2019: HK$165,329,000) at a rate of HK$0.11 

(2019: HK$0.17) per share should be paid to the shareholders of the Bank whose names appear on the Register 

of Members on 8 October 2020.

15. CASH AND SHORT-TERM FUNDS
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Cash and balances with central bank and banks 5,395,312 5,703,209

Money at call and short notice 12,225,336 14,701,296
   

17,620,648 20,404,505
     

Included in the “Cash and balances with central bank and banks” are surplus reserve deposits placed with 

People’s Bank of China by the Mainland branches of HK$489,349,000 (31 December 2019: HK$724,351,000).
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16. DERIVATIVE FINANCIAL INSTRUMENTS
  

30 June 2020

Notional

amount

Fair value

Assets Liabilities

HK$’000 HK$’000 HK$’000
    

Derivatives held for trading

 – Foreign currency forward contracts and swaps 165,178,089 467,844 435,330

 – Foreign exchange options 2,748,935 35,935 36,456

 – Interest rate swaps 25,194,548 119,057 118,219

 – Futures 50,376 – 98

Derivatives designated as hedging instruments

 – Interest rate swaps 33,190,963 114,626 2,786,934
   

737,462 3,377,037
      

  

31 December 2019

Notional

amount

Fair value

Assets Liabilities

HK$’000 HK$’000 HK$’000
    

Derivatives held for trading

 – Foreign currency forward contracts and swaps 186,312,939 606,575 603,091

 – Foreign exchange options 3,264,209 25,849 25,845

 – Interest rate swaps 43,402,994 42,573 41,694

 – Futures 358,179 36 26

Derivatives designated as hedging instruments

 – Interest rate swaps 35,920,843 30,897 1,232,295
   

705,930 1,902,951
      

As at 30 June 2020, all of these contracts have settlement dates within 5 years (31 December 2019: 3 years) 

from the end of the reporting period.
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17. INVESTMENTS IN SECURITIES
     

Financial

assets measured

at fair value

through 

profit or loss

Financial assets 

measured

at FVOCI

Financial assets 

measured at 

amortised cost Total

HK$’000 HK$’000 HK$’000 HK$’000
     

30 June 2020

Equity securities 91 79,203 – 79,294

Debt securities 127,087 57,319,138 474,238 57,920,463
     

Total 127,178 57,398,341 474,238 57,999,757
    

31 December 2019

Equity securities 193 89,620 – 89,813

Debt Securities 140,494 56,823,653 480,633 57,444,780
     

Total 140,687 56,913,273 480,633 57,534,593
         

18. TRANSFER OF FINANCIAL ASSETS
The following were the Group’s debt securities classified as financial assets measured at FVOCI as at 30 June 

2020 and 31 December 2019 that were transferred to an entity with terms to repurchase these debt securities 

at agreed dates and prices. As the Group has retained substantially all the risks and rewards relating to these 

debt securities, the full carrying amount of these debt securities continued to be recognised. The cash received 

on the transfer was reported as liabilities under “Financial assets sold under repurchase agreements” (see Note 

23). The transferred debt securities serve as collateral to secure these liabilities. During the covered periods, 

the legal title of the debt securities are transferred to the counterparty entity and there is no restriction for the 

counterparty entity to sell or repledge the collateral. These debt securities are measured at fair value in the 

condensed consolidated statement of financial position.

   

30 June

2020

31 December

2019

HK$’000 HK$’000
   

Carrying amount of transferred assets 6,777,694 4,467,402
  

Carrying amount of associated liabilities (Note 23) 6,292,993 4,253,852
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19. ADVANCES AND OTHER ACCOUNTS
   

30 June 31 December
2020 2019

HK$’000 HK$’000
   

Advances to customers
 Bills receivable 836,746 618,617
 Trade bills 6,693,539 2,490,856
 Other advances to customers 121,472,616 114,969,441
   

129,002,901 118,078,914
Interest receivable 815,037 1,052,563
Impairment allowances
 – Stage 1 (473,012) (382,053)
 – Stage 2 (69,807) (43,710)
 – Stage 3 (168,312) (193,597)
   

(711,131) (619,360)
  

129,106,807 118,512,117
Advances to banks 766,677 837,275
Others 7,674,874 6,633,404
   

137,548,358 125,982,796
     

Details of the impaired loans are as follows:
   

30 June 31 December
2020 2019

HK$’000 HK$’000
   

Gross impaired loans 542,128 397,601
Less: Impairment allowances under stage 3 (168,312) (193,597)
    
Net impaired loans 373,816 204,004

  
Gross impaired loans as a percentage of gross advances to customers 0.42% 0.34%

  
Market value of collateral pledged 350,316 256,491

     

Details of the non-performing loans are as follows:
   

30 June 31 December
2020 2019

HK$’000 HK$’000
   

Gross non-performing loans (Note) 535,341 395,458
Less: Impairment allowances under stage 3 (168,180) (193,558)
   
Net non-performing loans 367,161 201,900

  
Gross non-performing loans as a percentage of
 gross advances to customers 0.41% 0.33%

  
Market value of collateral pledged 330,250 241,548

     

Note:  Non-performing loans represent advances which are either classified as “substandard”, “doubtful” or “loss” under the 
Group’s classification of loan quality.
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20. INVESTMENT PROPERTIES
   

2020 2019

HK$’000 HK$’000
   

At 1 January 306,610 311,942

Net decrease in fair value recognised in the profit or loss (7,400) (4,431)

Exchange adjustments (1,017) (901)
   

At 30 June/31 December 298,193 306,610
     

All of the Group’s property interests held under operating leases to earn rentals and/or for capital appreciation 

purposes are measured using the fair value model and are classified and accounted for as investment 

properties.

Investment properties owned by the Group were revalued at 30 June 2020 by adopting the direct comparison 

approach and with reference to the recent transactions for similar premises by Vigers Appraisal and Consulting 

Limited, independent professional qualified valuer. The fair value is mainly arrived at by reference to comparable 

market transactions for similar properties.

The fair value of investment properties is estimated based on assumptions that there would be no forced sale 

situation in any manner for these investment properties and the structure of these investment properties were 

in a reasonable condition at the end of the reporting period.

In estimating the fair value of the properties, the highest and best use of the properties is their current use.

One of the key inputs used in valuing the investment properties was the unit sale rate taking into account of time, 

location and individual factors such as size and levels of building, which ranged from HK$3,360 to HK$47,700 

(2019: HK$3,430 to HK$49,000) per square feet. A decrease in the unit sale rate would result in decrease in fair 

value measurement of the investment properties by the same percentage decrease and vice versa.

Investment properties are classified as Level 3 under fair value hierarchy as at 30 June 2020 and 31 December 

2019. There was no transfer into or out of Level 3 during the periods.
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21. PROPERTY AND EQUIPMENT
      

Leasehold 

land Buildings

Right-of-use 

assets Equipment Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
      

COST

At 1 January 2020 345,225 112,415 770,250 894,247 2,122,137

Additions — — 9,411 41,131 50,542

Disposals — — — (64,870) (64,870)

Exchange adjustments — (86) (3) (3,970) (4,059)
      

At 30 June 2020 345,225 112,329 779,658 866,538 2,103,750
      

ACCUMULATED DEPRECIATION

At 1 January 2020 98,917 38,595 173,868 686,506 997,886

Depreciation 3,917 1,378 100,098 34,672 140,065

Eliminated on disposals — — — (64,845) (64,845)

Exchange adjustments — (20) — (2,388) (2,408)
      

At 30 June 2020 102,834 39,953 273,966 653,945 1,070,698
      

CARRYING AMOUNTS

At 30 June 2020 242,391 72,376 505,692 212,593 1,033,052
     

At 1 January 2020 246,308 73,820 596,382 207,741 1,124,251
     

COST

At 1 January 2019 345,225 112,493 181,690 826,902 1,466,310

Additions — — 588,562 82,898 671,460

Disposals — — — (12,106) (12,106)

Exchange adjustments — (78) (2) (3,447) (3,527)
      

At 31 December 2019 345,225 112,415 770,250 894,247 2,122,137
      

ACCUMULATED DEPRECIATION

At 1 January 2019 91,088 35,848 — 636,354 763,290

Depreciation 7,829 2,763 173,869 61,078 245,539

Eliminated on disposals — — — (9,005) (9,005)

Exchange adjustments — (16) (1) (1,921) (1,938)
      

At 31 December 2019 98,917 38,595 173,868 686,506 997,886
      

CARRYING AMOUNTS

At 31 December 2019 246,308 73,820 596,382 207,741 1,124,251
     

At 1 January 2019 254,137 76,645 — 190,548 521,330
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22. INTANGIBLE ASSETS
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Internally developed software and software 753,086 724,593

Club Membership 14,090 14,090

Goodwill 39,606 39,606
   

806,782 778,289
     

23. FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Analysed by collateral type:

 Debt securities classified as financial assets at FVOCI 6,292,993 4,253,852
     

As at 30 June 2020, debt securities which are classified as financial assets at FVOCI with carrying amount of 

HK$6,777,694,000 (31 December 2019: HK$4,467,402,000) were sold under repurchase agreements with other 

banks. All repurchase agreements are due within 12 months (31 December 2019: within 12 months) from the 

end of the reporting period.

24. DEPOSITS FROM CUSTOMERS
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Demand deposits and current accounts 13,137,195 12,162,143

Savings deposits 45,124,760 42,599,569

Time, call and notice deposits 110,651,178 107,902,936
   

168,913,133 162,664,648
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25. OTHER ACCOUNTS AND ACCRUALS
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Accrued interest 1,314,716 1,489,064

Lease liabilities 453,326 528,967

Others 1,602,986 1,154,656
   

3,371,028 3,172,687
     

26. CERTIFICATES OF DEPOSIT
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Certificates of deposit, measured at amortised cost 77,495 3,749,075
     

27. LOAN CAPITAL
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Subordinated notes, at amortised cost with fair value hedge adjustments

 US$204 million fixed rate subordinated note due 2020 (Notes (a) & (c)) 1,615,183 1,588,843

 US$383 million fixed rate subordinated note due 2027 (Notes (b) & (c)) 3,032,793 2,991,069
   

4,647,976 4,579,912
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27. LOAN CAPITAL (Continued)

Notes:

(a) This represented a subordinated note (“the Note 1”) in 2017 qualifying as tier 2 capital under Basel II accord with face 

value of US$225,000,000 issued on 4 November 2010. The Note 1 will mature on 4 November 2020. If at any time on 

or after 1 January 2013, the Note 1 no longer fully qualifies as term subordinated debt for inclusion in Category II – 

Supplementary Capital of the Bank upon changes to regulatory requirements, the Bank may, at its option and subject to 

the prior written approval of the HKMA, exercise a change of the status of the Note 1 by serving the “Change in Status 

Notice” to the noteholders. Upon a “Change in Status Notice” becoming effective, the Note 1 shall thereafter constitute 

unsubordinated obligations and the rate of interest on the Note 1 shall be reduced from 6% per annum to 5.5% per 

annum. As “Change in Status Notice” has not been served, the rate of interest on the Note 1 remains at 6% per annum. 

Pursuant to the exchange offer by the Bank, the Bank settled and exchanged US$20,976,000 of the Note 1 for tier 2 

subordinated note due 2027 (Note (b)). Following the settlement of the exchange offer US$204,024,000 in aggregate 

principal amount of the Note 1 remains outstanding.

(b) This represented a subordinated note qualifying as tier 2 capital under Basel III accord with face value of 

US$382,903,000 tier 2 subordinated notes issued on 26 July 2017 (“the Note 2”). The Note 2 are 10-year non-call 5-year 

fixed rate notes, with a fixed coupon rate of 3.876% per annum payable semi-annually for the first 5 years; the interest 

rate will be reset on 26 July 2022. This includes US$22,903,000 of “New Exchange Notes” (being the Note 2 issued 

pursuant to the exchange offer by the Bank to the holders of its US$225 million 6.000% subordinated Notes due 2020) 

and US$360 million of “New Money Notes”. The Note 2 have been listed on the Stock Exchange of Hong Kong under 

stock code of 05249 on 27 July 2017.

(c) The subordinated note issued is not secured by any collateral.

Analysis of changes in financing cash flows of loan capital are as follow:

  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

At 1 January 4,579,912 4,507,147

Changes from financing cash flows:

Interest paid on loan capital (97,695) (98,181)
   

4,482,217 4,408,966

Exchange adjustments (21,342) (13,956)

Fair value hedge adjustments 86,431 98,209

Other changes

Interest expense 92,023 119,934

Other non-cash movements 8,647 (18,794)
   

Total other changes 100,670 101,140
   

At 30 June 4,647,976 4,594,359
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28. DEFERRED TAXATION
For the purpose of presentation in the condensed consolidated statement of financial position, certain deferred 

tax assets and liabilities have been offset. The following is the analysis of the deferred tax balances for financial 

reporting purposes:

   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

Deferred tax assets 73,675 28,767

Deferred tax liabilities (55,223) (145,247)
   

18,452 (116,480)
     

The following are the major deferred tax assets (liabilities) recognised and movements thereon during the 

current and prior reporting period:

       

Accelerated tax 

depreciation

Impairment 

allowance

Investment 

properties

Revaluation of 

FVOCI securities

Remeasurement 

of retirement 

benefits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

At 1 January 2020 (119,387) 83,731 (18,142) (58,258) (4,424) (116,480)

(Charge) credit to the income statement 

 for the period (3,151) (20,900) (263) — — (24,314)

Credit to other comprehensive income 

 for the period — — — 158,384 — 158,384

Exchange adjustments — — 862 — — 862
       

At 30 June 2020 (122,538) 62,831 (17,543) 100,126 (4,424) 18,452
      

At 1 January 2019 (52,141) 61,454 (18,550) 14,397 (4,424) 736

(Charge) credit to income statement 

 for the period (67,246) 22,277 96 — — (44,873)

Charge to other comprehensive income 

 for the period — — — (72,655) — (72,655)

Exchange adjustments — — 312 — — 312
       

At 31 December 2019 (119,387) 83,731 (18,142) (58,258) (4,424) (116,480)
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29. ADDITIONAL EQUITY INSTRUMENTS
   

30 June 31 December

2020 2019

HK$’000 HK$’000
   

US$400 million undated non-cumulative subordinated 

 additional tier 1 capital securities 3,111,315 3,111,315
  

   

On 15 July 2019, the Bank issued undated non-cumulative subordinated Additional Tier 1 Capital Securities with 

a face value of US$400 million (equivalent to HK$3,115,315,000 net of related issuance costs). The Additional 

Tier 1 Capital Securities are undated and bear a 5.70% coupon until the first call date on 15 July 2024. The 

coupon will be reset every five years if the Additional Tier 1 Capital Securities are not redeemed to a fixed rate 

equivalent to the then-prevailing five-year US Treasury rate plus 3.858% per annum.

The coupon shall be payable semi-annually. The Bank has the right to cancel coupon payment (subject to the 

requirement as set out in the terms and conditions of the Additional Tier 1 Capital Securities) and the coupon 

cancelled shall not be cumulative. However, the Bank is stopped from declaring dividend to its ordinary 

shareholders unless the next scheduled coupon payment is paid.

The principal of the Additional Tier 1 Capital Securities will be written off up to the amount as directed or agreed 

with the HKMA if the HKMA notifies the Bank that in the opinion of the HKMA, the Bank would become non-viable 

if there is no written off of the principal.

During the period, a distribution of US$11,400,000 (2019: nil) (equivalent to HK$88,765,000 (2019: nil)) was paid 

to the securities holders.
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30. MATURITY PROFILES
The maturity analysis of financial assets and liabilities shown on the condensed consolidated statement of 
financial position are presented based on the Group’s remaining contractual maturity information provided to 
and reviewed by management, is shown below:

         

Repayable 
on demand

Repayable 
within 

1 month

Repayable 
after 

1 month 
but within 
3 months

Repayable 
after 

3 months 
but within 

1 year

Repayable 
after 

1 year 
but within 

5 years

Repayable 
after 

5 years Undated Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

         
At 30 June 2020
Assets
 Cash and short-term funds 4,518,446 12,743,437 229,767 128,998 – – – 17,620,648
 Placements with banks – – 1,357,617 129,000 – – – 1,486,617
 Derivative financial instruments 60,361 214,411 54,718 166,325 214,629 27,018 – 737,462
 Financial assets at fair value 
  through profit or loss – – – – 12,893 114,195 90 127,178
 Financial assets measured at FVOCI – 10,316,174 6,244,025 2,782,764 22,711,695 15,250,688 92,995 57,398,341
 Financial assets measured 
  at amortised cost – – 72,816 111,665 2,000 287,757 – 474,238
 Advances to customers 1,814,007 4,176,854 12,735,991 32,278,388 54,614,141 23,194,637 188,883 129,002,901
 Advances to banks – 766,677 – – – – – 766,677
 Other financial assets 2,661,228 469,957 269,585 2,614,206 – – 1,763,804 7,778,780
         
Total financial assets 9,054,042 28,687,510 20,964,519 38,211,346 77,555,358 38,874,295 2,045,772 215,392,842

        
Liabilities
 Deposits and balances of banks 1,126,381 736,302 2,556,199 2,703,123 – – – 7,122,005
 Financial assets sold under 
  repurchase agreements 219,060 117,786 5,956,147 – – – – 6,292,993
 Deposits from customers 63,239,306 47,437,058 34,847,001 13,628,425 9,158,928 602,415 – 168,913,133
 Certificates of deposit – – 77,495 – – – – 77,495
 Derivative financial instruments 61,918 206,014 39,804 158,178 1,186,856 1,724,267 – 3,377,037
 Loan capital – – – 1,615,183 – 3,032,793 – 4,647,976
 Lease liabilities – 14,481 28,936 124,257 285,652 – – 453,326
 Other financial liabilities 1,084,913 356,381 385,095 296,341 66,169 5,103 723,700 2,917,702
         
Total financial liabilities 65,731,578 48,868,022 43,890,677 18,525,507 10,697,605 5,364,578 723,700 193,801,667

        
Net position
 – Total financial 
   assets and liabilities (56,677,536) (20,180,512) (22,926,158) 19,685,839 66,857,753 33,509,717 1,322,072 21,591,175

        
Of which debt securities included in:
 Financial assets at fair value 
  through profit or loss – – – – 12,892 114,195 – 127,087
 Financial assets at FVOCI – 10,316,174 6,244,025 2,782,764 22,711,695 15,250,688 13,792 57,319,138
 Financial assets at amortised cost – – 72,816 111,665 2,000 287,757 – 474,238

         
– 10,316,174 6,316,841 2,894,429 22,726,587 15,652,640 13,792 57,920,463 
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30. MATURITY PROFILES (Continued)
         

Repayable 
on demand

Repayable 
within 

1 month

Repayable 
after

1 month 
but within 
3 months

Repayable 
after

3 months 
but within

1 year

Repayable 
after

1 year 
but within

5 years

Repayable 
after

5 years Undated Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

         

At 31 December 2019

Assets

 Cash and short-term funds 5,519,417 9,756,399 2,922,293 2,206,396 – – – 20,404,505

 Placements with banks – – 4,065,463 1,459,586 – – – 5,525,049

 Derivative financial instruments – 315,004 172,373 101,545 106,805 10,203 – 705,930

 Financial assets at fair value

  through profit or loss – – – – 24,565 115,929 193 140,687

 Financial assets measured at FVOCI – 9,943,507 3,044,284 3,511,470 24,139,198 16,185,194 89,620 56,913,273

 Financial assets measured

  at amortised cost – – 72,710 47,194 69,945 290,784 – 480,633

 Advances to customers 1,313,714 7,429,319 9,042,575 27,468,370 50,388,823 22,177,380 258,733 118,078,914

 Advances to banks – 837,275 – – – – – 837,275

 Other financial assets 3,430,962 486,225 524,080 1,920,482 72,859 6,759 625,240 7,066,607
         

Total financial assets 10,264,093 28,767,729 19,843,778 36,715,043 74,802,195 38,786,249 973,786 210,152,873
        

Liabilities

 Deposits and balances of banks 13,144 2,816,261 1,587,340 2,533,176 – – – 6,949,921

 Financial assets sold under

  repurchase agreements – 1,096,010 3,157,842 – – – – 4,253,852

 Deposits from customers 57,540,760 45,547,377 38,499,848 13,570,300 7,506,363 – – 162,664,648

 Derivative financial instruments – 340,334 139,939 110,008 591,837 720,833 – 1,902,951

 Certificates of deposit – – 2,384,062 1,365,013 – – – 3,749,075

 Loan capital – – – 1,588,843 – 2,991,069 – 4,579,912

 Lease liabilities – 13,976 28,293 126,708 359,960 – – 528,937

 Other financial liabilities 560,370 438,684 450,079 320,648 35,364 966 837,639 2,643,750
         

Total financial liabilities 58,114,274 50,252,642 46,247,403 19,614,696 8,493,524 3,712,868 837,639 187,273,046
        

Net position – total financial

 assets and liabilities (47,850,181) (21,484,913) (26,403,625) 17,100,347 66,308,671 35,073,381 136,147 22,879,827
        

Of which debt securities included in:

 FVOCI – 9,943,507 3,044,284 3,511,470 24,139,198 16,185,194 – 56,823,653

 Amortised cost – – 72,710 47,194 69,945 290,784 – 480,633
         

– 9,943,507 3,116,994 3,558,664 24,209,143 16,475,978 – 57,304,286
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31. RELATED PARTY TRANSACTIONS
During the period, the Group entered into the following material transactions with related parties:
   

Interest and

commission income

Interest, rental and 

other operating expenses

Six months ended 30 June Six months ended 30 June

2020 2019 2020 2019

HK$’000 HK$’000 HK$’000 HK$’000
     

Ultimate holding company 5 10 12,248 6,471
    

Intermediate holding company 2,961 4,768 4,767 4,313
    

Fellow subsidiaries 23,029 18,335 56,324 36,749
    

Associates 34,696 23,664 13,116 11,890
    

Key management personnel (Note 1) 313 475 851 1,634
         

During the period, the Group had net trading income with intermediate holding company and fellow subsidiary of 

HK$1,019,000 (2019: Net trading income HK$2,961,000).

At the end of the reporting period, the Group had the following material outstanding balances with related 

parties:
   

Amounts due from related parties Amounts due to related parties

30 June 

2020

31 December 

2019

30 June 

2020

31 December 

2019

HK$’000 HK$’000 HK$’000 HK$’000

(Restated - 

Note 2)
     

Ultimate holding company – – 1,875,130 1,462,124
    

Intermediate holding company 200,000 200,000 1,034,535 278,428
    

Fellow subsidiaries 1,164,248 1,299,499 4,215,559 5,654,924
    

Associates – – 371,235 272,657
    

Key management personnel (Note 1) 40,313 43,490 180,837 174,565
         

The above outstanding balances bear interest at rates similar to those made available to non-related parties. A 

portion of the loans to related parties are secured with properties, securities and fixed deposits.

Note 1:  Includes directors, senior management and key personnel of the Group and its holding companies, their close family members and 

companies controlled or significantly influenced by them.

Note 2:  Certain comparative figures have been restated to conform to the current period’s presentation.
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31. RELATED PARTY TRANSACTIONS (Continued)

COMPENSATION OF KEY MANAGEMENT PERSONNEL
The remuneration of directors, senior management and key personnel during the period was as follows:
  

Six months ended 30 June

2020 2019

HK$’000 HK$’000
   

Short-term benefits 100,099 80,965

Post employment benefits 6,210 5,123

Share-based payment 2,128 —
   

108,437 86,088
     

The remuneration of directors, senior management and key personnel is reviewed by the Remuneration 

Committee having regard to the performance of individuals and market trends.

32. ESTIMATES
The preparation of interim financial information requires management to make judgements, estimates and 

assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, 

income and expense. Actual results may differ from these estimates.

In preparing this condensed consolidated interim financial information, the significant judgements made by 

management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the 

same as those that applied to the consolidated financial statements for the year ended 31 December 2019 except 

the measurement of expected credit loss allowance, which resulted in changes in critical accounting judgement.

 CRITICAL JUDGEMENTS IN KEY ASSUMPTIONS USED IN THE EXPECTED CREDIT 
LOSS (“ECL”) CALCULATION

Uncertainty of economic environment and sensitivity analysis in ECL estimates

According to the HKFRS 9, ECL is expected to be assessed over a range of economic scenarios and is an 

unbiased and probability-weighted amount. As such, the Group developed three macroeconomic scenarios, 

namely Good, Base and Bad scenarios. The weighting of each scenario is determined by management judgement 

with consideration of macroeconomic environment of Hong Kong and Mainland China and the trend of global 

economy. The ECL for each scenario is calculated and the overall weighted-average ECL is derived by applying 

the weighting to the ECL of each corresponding scenario.

The Group reviews the forward-looking economic variables in the ECL model regularly to reflect the changes of 

future economic outlook. The outbreak of COVID-19 in 2020 has caused significant changes in global economic 

environment and customer behaviours. The Hong Kong GDP Year-on-Year growth, being one of the most 

significant factors in probability of default (“PD”) estimation, recorded a sharp negative growth of 9% in the 

first half of 2020 as compared to -3.0% in the last quarter of 2019. The data from the Hong Kong Census and 

Statistics Department showed that the forecasted GDP growth for 2020 lies between -6.0% and -8.0%.
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32. ESTIMATES (Continued)

 CRITICAL JUDGEMENTS IN KEY ASSUMPTIONS USED IN THE EXPECTED CREDIT 
LOSS (“ECL”) CALCULATION (Continued)

Uncertainty of economic environment and sensitivity analysis in ECL estimates  (Continued)

As a result, the Group has adjusted the probability weighting assignments in the 3 scenarios to reflect the 

changes of future economic outlook and has updated the respective macroeconomic variables in the ECL model. 

The key assumptions used for the ECL estimates are set out below:

    

Scenario

30 June 

2020

31 December 

2019
    

Hong Kong GDP YoY growth % Base (1.32%) 1.20%

Good 2.87% 6.40%

Bad (8.00%) (5.31%)
    

In the table above, the Hong Kong GDP growth % represents a 1-year forecast in light of the ongoing 

uncertainties in the macroeconomic environment.

    

Scenario

30 June 

2020

31 December 

2019
    

Probability weighting Base 75% 80%

Good 5% 10%

Bad 20% 10%
    

Other forward-looking considerations not otherwise incorporated with the above scenarios, such as the impact 

of any regulatory, legislative or political changes, have also been considered, but are not deemed to have a 

material impact and therefore no adjustment has been made to the ECL for such factors.

Adjustments on model assumptions

The recent outbreak of the COVID-19 is taking toll in Hong Kong and Mainland China. Business activities 

of many sectors have been rapidly slowing down. The government has introduced extraordinary support 

measures to alleviate the financial and economic impacts of COVID-19. More importantly, the recovery path 

is largely dependent on the COVID-19 developments and their subsequent impacts to the economic activities. 

These exceptional changes might not be fully captured by the existing ECL model as the model was built using 

historical data and past years economic cycles.

For 30 June 2020, the Group has revisited the inputs of existing model parameters and the corresponding 

outputs so as to identify the key model limitations. As a result of this review, the Group segregated the wholesale 

portfolios in the corporate segment into more sub-portfolios and adjusted the respective sub-portfolios 

probability of default using management judgement. 
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32. ESTIMATES (Continued)

 CRITICAL JUDGEMENTS IN KEY ASSUMPTIONS USED IN THE EXPECTED CREDIT 
LOSS (“ECL”) CALCULATION (Continued)

Adjustments on model assumptions (Continued)

As at 30 June 2020, the net amount resulted from the above adjustments represents an approximate decrease 

of ECL of 0.35% of total balance of financial assets.

In addition, as these ECL estimates involve a high level of management judgement, the Group has also performed 

the following additional assessments to ascertain the changes in the existing ECL model as part of its overall 

ECL governance:

‧ Performed sensitivity analysis – If a 100% probability weighting was applied onto the Base scenario, the 

ECL result for Stage 1 and Stage 2 would be decreased by 4.8%. The Base scenario refers to the economy 

that will recover from the negative Hong Kong GDP YoY growth % in the first quarter of 2021;

‧ Performed thematic reviews – Management has performed thematic reviews for some selected portfolios 

to assess whether there is a significant change in credit risk for the obligors in these portfolios; and

‧ Compared to another referencing model - Management has compared some data points to the ones from 

another referencing model.

Details of net impairment losses on financial assets are disclosed in note 11.

33. NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD
The Bank successfully issued US$250 million 5.5% Undated Non-Cumulative Subordinated Additional Tier 

1 Capital Securities (the “Securities”) on 27 July 2020, which was completed under the US$2 billion Medium 

Term Note and Perpetual Capital Securities Programme of the Bank. On 29 July 2020, the Bank entered into 

a subscription agreement to issue an additional US$50 million 5.5% Undated Non-Cumulative Subordinated 

Additional Tier 1 Capital Securities which are consolidated and form a single series with the US$250 million 

Additional Tier 1 Capital Securities issued successfully on 27 July 2020. The Securities are qualified as Basel III-

compliant additional tier 1 capital. The proceeds from the offering will enable the Bank to strengthen its capital 

base, driving the implementation of its strategic plans for the Bank.

34. COMPARATIVE AMOUNTS
Certain comparative figures have been reclassified to conform to current period’s presentation.
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1. ADVANCES TO CUSTOMERS – BY INDUSTRY SECTORS
The Group’s gross advances to customers (including advances booked in branches outside Hong Kong and 
subsidiaries) are analysed and reported by industry sectors according to the usage of the loans or business 
activities of the borrowers as follows:
  

30 June 2020

Gross 
loans and 
advances

Impairment 
allowances 

stage 1 & 
stage 2

Impairment 
allowances 

stage 3

Loans and 
advances 

secured 
by collateral

Gross 
impaired 
advances

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Note 1)

      

Loans for use in Hong Kong

 Industrial, commercial and financial

 – Property development 5,724,039 8,680 — 3,159,383 —

 – Property investment 10,843,032 28,779 298 8,692,639 21,059

 – Financial concerns 7,066,883 9,041 — 404,945 —

 – Stockbrokers 1,939,054 2,090 — 905,317 —

 – Wholesale and retail trade 1,872,864 21,055 48,989 1,657,842 169,718

 – Manufacturing 650,346 3,297 5,183 433,925 5,179

 – Transport and transport equipment 1,341,525 25,764 20 781,817 1,891

 – Recreational activities 517 — — 517 —

 – Information technology 1,776,347 18,952 — 46,791 —

 – Others (Note 2) 5,833,550 18,404 1,829 4,631,353 1,718

 Individuals

 – Loans for the purchase of flats in 

    the Home Ownership Scheme, 

    Private Sector Participation 

    Scheme and Tenants

    Purchase Scheme 469,974 393 150 469,988 1,513

 – Loans for the purchase of 

    other residential properties 9,346,888 8,051 356 9,346,953 21,322

 – Credit card advances 59,268 689 509 — 1,892

 – Others (Note 3) 4,364,833 8,646 1,355 3,631,792 10,475
      

51,289,120 153,841 58,689 34,163,262 234,767

Trade finance 10,041,333 44,685 78,889 830,784 167,276

Loans for use outside Hong Kong 67,672,448 344,293 30,734 16,765,741 140,085
      

129,002,901 542,819 168,312 51,759,787 542,128
           

Notes:  1. Loans and advances secured by collateral are determined as the lower of the market value of collateral or 

outstanding loan principal.

 2. Major items included in “Others” are for hotels, catering, margin lending and other business purposes.

 3. Major items mainly included loans to professionals and other individuals for various private purposes.
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1. ADVANCES TO CUSTOMERS – BY INDUSTRY SECTORS (Continued)

  
31 December 2019

Gross 
loans and 
advances

Impairment 
allowances 

stage 1 & 
stage 2

Impairment 
allowances 

stage 3

Loans and 
advances 

secured 
by collateral

Gross 
impaired 
advances

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(Note 1)

       

Loans for use in Hong Kong

 Industrial, commercial and financial

 – Property development 6,375,480 7,505 — 3,184,337 —

 – Property investment 10,513,477 27,815 47 7,908,837 74

 – Financial concerns 8,452,285 7,887 — 558,586 —

 – Stockbrokers 2,656,227 2,209 — 1,512,703 —

 – Wholesale and retail trade 1,823,656 9,168 13,383 1,633,247 29,180

 – Manufacturing 658,669 2,398 2,409 454,761 20,030

 – Transport and transport equipment 1,468,693 22,383 — 899,062 277

 – Recreational activities 551 1 — 551 —

 – Information technology 1,553,620 7,086 645 323,392 13,000

 – Others (Note 2) 5,866,252 13,920 340 4,780,980 340

 Individuals

 – Loans for the purchase of flats in

    the Home Ownership Scheme,

    Private Sector Participation 

    Scheme and Tenants

    Purchase Scheme 486,484 365 91 486,484 1,320

 – Loans for the purchase 

    of other residential properties 8,852,812 6,544 55 8,850,990 10,538

 – Credit card advances 70,126 1,026 284 — 407

 – Others (Note 3) 4,031,851 6,795 1,577 3,559,784 10,434
      

52,810,183 115,102 18,831 34,153,714 85,600

Trade finance 5,295,352 24,018 72,453 1,137,965 203,709

Loans for use outside Hong Kong 59,973,379 286,643 102,313 11,958,106 108,292
      

118,078,914 425,763 193,597 47,249,785 397,601
           

Notes:  1. Loans and advances secured by collateral are determined as the lower of the market value of collateral or 

outstanding loan principal.

 2. Major items included in “Others” are for hotels, catering, margin lending and other business purposes.

 3. Major items mainly included loans to professionals and other individuals for various private purposes.
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1. ADVANCES TO CUSTOMERS – BY INDUSTRY SECTORS (Continued)

The Group’s advances to customers overdue for over three months as at 30 June 2020 and 31 December 2019, 

and new impairment allowances and advances written-off during the six months ended 30 June 2020 and 2019 

in respect of industry sectors which constitute not less than 10% of gross advances to customers are analysed 

as follows:

  

2020

Advances 
overdue 
for over 

three months 
as at 30 June

New 
impairment 
allowances 
during the 

six months 
ended 30 June

Advances 
written-off 

during 
six months 

ended 30 June
HK$’000 HK$’000 HK$’000

     

Loans for use outside Hong Kong 5,369 45 97,488
       

  

2019

Advances 
overdue 
for over 

three months 
as at 

31 December

New 
impairment 
allowances 

during 
the six months 
ended 30 June

Advances 
written-off 

during 
six months 

ended 30 June
HK$’000 HK$’000 HK$’000

    

Loans for use outside Hong Kong 102,193 29,876 –
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2. ADVANCES TO CUSTOMERS – BY GEOGRAPHICAL AREAS
The Group’s gross advances to customers by countries or geographical areas after taking into account any risk 

transfers are as follows:

  

30 June 2020

Total 
advances

Advances 
overdue for 

over three 
months

Impaired 
advances

Impairment 
allowances 

stage 3

Impairment 
allowances 

stage 1 & 
stage 2

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
      

Hong Kong 90,086,685 150,803 541,056 168,284 387,449

Mainland China 35,356,810 — — — 150,773

Macau 3,048,381 — 1,072 28 4,476

Others 511,025 — — — 121
      

129,002,901 150,803 542,128 168,312 542,819
           

  

31 December 2019

Total 
advances

Advances 
overdue for 

over three 
months

Impaired 
advances

Impairment 
allowances 

stage 3

Impairment 
allowances 

stage 1 & 
stage 2

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

Hong Kong 88,014,170 126,495 295,836 92,913 208,908

Mainland China 26,252,199 100,656 100,656 100,656 209,057

Macau 3,286,487 — 1,109 28 3,788

Others 526,058 — — — 4,010
      

118,078,914 227,151 397,601 193,597 425,763
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3. INTERNATIONAL CLAIMS
The Group’s international claims by countries or geographical areas which constitute 10% or more of the 

relevant disclosure items after taking into account any risk transfers are as follows:

  

At 30 June 2020
Non-bank private sector

Banks
Official 
sector

Non-bank 
financial 

institutions

Non-
financial 

private 
sector Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

Offshore centres 4,332,663 38,486 11,768,785 19,104,730 35,244,664

 of which: Hong Kong 4,332,663 38,082 8,098,662 8,358,338 20,827,745

Developing Asia Pacific 9,714,630 17,115 19,740,689 7,209,152 36,681,586

 of which: Mainland China 8,858,075 16,958 19,740,689 7,198,823 35,814,545

Developed countries 5,489,183 8,610,288 155,687 502,849 14,758,007

 of which: United States 1,468,187 8,604,287 — 5,217 10,077,691
      

    

At 31 December 2019
Non-bank private sector

Banks
Official 
sector

Non-bank 
financial 

institutions

Non-
financial 

private 
sector Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
       

Offshore centres 2,294,072 9,564 11,328,006 18,848,959 32,480,601

 of which: Hong Kong 2,126,197 9,124 8,269,598 9,742,703 20,147,622

Developing Asia Pacific 7,395,527 39,356 18,678,570 7,036,910 33,150,363

 of which: Mainland China 5,863,883 39,190 18,678,570 7,027,151 31,608,794

Developed countries 7,508,201 18,146 164,722 6,071,107 13,762,176

 of which: United States 1,561,059 10,859 — 5,554,553 7,126,741
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4. OVERDUE AND RESCHEDULED ASSETS
   

30 June 2020 31 December 2019

Gross 
amount of 
advances

Percentage to 
total advances

Gross 
amount of 
advances

Percentage to 
total advances

HK$’000 % HK$’000 %
     

Advances overdue for

 – 6 months or less but 

   over 3 months 14,809 0.0 3,321 0.0

 – 1 year or less but 

   over 6 months 39,204 0.0 35,841 0.0

 – Over 1 year 72,166 0.1 162,406 0.1
      

Trade bills overdue for

 – 6 months or less but 

   over 3 months — — — —

 – 1 year or less but 

   over 6 months — — 959 0.0

 – Over 1 year 24,624 0.0 24,624 0.0
     

Total overdue advances 150,803 0.1 227,151 0.1
    

Rescheduled advances

 – 3 months or less 34,016 0.0 — —

 – Over 3 months 676 0.0 453 0.0
     

Total rescheduled advances 34,692 0.0 453 0.0
    

Impairment allowances under 

 stage 3 made in respect of 

 overdue loans and advances 91,804 184,962
  

Covered portion of overdue loans 

 and advances 62,570 43,827

Uncovered portion of overdue 

 loans and advances 88,233 183,324
   

150,803 227,151
  

Market value of collateral held 

 against covered portion of 

 overdue loans and advances 69,985 58,386
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4. OVERDUE AND RESCHEDULED ASSETS (Continued)

There were no advances to banks which were overdue for over three months as at 30 June 2020 and 31 
December 2019, nor were there any rescheduled advances to banks.

There are no overdue debt securities as at 30 June 2020 and 31 December 2019.

Repossessed assets held by the Group as at 30 June 2020 was HK$2,800,000 (31 December 2019: HK$Nil).

5. MAINLAND ACTIVITIES EXPOSURES
The table below summaries the non-bank Mainland China exposures of the Bank’s Hong Kong banking 
operations and the Bank’s Mainland branches and sub-branches categorized by types of counterparties:
  

30 June 2020

On-balance 
sheet 

exposure

Off-balance 
sheet 

exposure Total
Type by counterparties HK$’000 HK$’000 HK$’000

     
1. Central government, central government-owned 

entities and their subsidiaries and joint ventures 
(“JVs”) 33,385,052 3,850,719 37,235,771

2. Local government, local government-owned 
entities and their subsidiaries and JVs 8,388,680 1,001,655 9,390,335

3. Mainland China nationals residing in Mainland 
China or other entities incorporated in Mainland 
China and their subsidiaries and JVs 30,329,728 8,524,131 38,853,859

4. Other entities of central government not 
reported in item 1 above 6,430,839 2,038,416 8,469,255

5. Other entities of local government not reported 
in item 2 above 814,378 872,873 1,687,251

6. Mainland China nationals residing outside 
Mainland China or entities incorporated outside 
Mainland China where the credit is granted for 
use in Mainland China 13,467,960 1,442,190 14,910,150

7. Other counterparties where the exposures are 
considered by the reporting institution to be 
non-bank Mainland China exposures 6,833,962 1,138,930 7,972,892

    
Total 99,650,599 18,868,914 118,519,513

   
Total assets after provision (Note) 216,687,000

 
On-balance sheet exposures as percentage of 
 total assets (Note) 45.99%

     

The categories of non-bank counterparties and type of direct exposures are disclosed in accordance with 
Banking (Disclosure) Rules with reference to the Return of Mainland Activities of the HKMA.

Note:  Include total assets after provisions of the Bank’s Hong Kong banking operations and the Bank’s Mainland branches and sub-branches.
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5. MAINLAND ACTIVITIES EXPOSURES (Continued)
  

31 December 2019

On-balance 
sheet 

exposure

Off-balance 
sheet 

exposure Total
Type by counterparties HK$’000 HK$’000 HK$’000

     

1. Central government, central government-owned 

entities and their subsidiaries and joint ventures 

(“JVs”) 33,890,529 3,949,208 37,839,737

2. Local government, local government-owned 

entities and their subsidiaries and JVs 9,140,391 1,046,015 10,186,406

3. Mainland China nationals residing in Mainland 

China or other entities incorporated in Mainland 

China and their subsidiaries and JVs 25,543,579 8,138,139 33,681,718

4. Other entities of central government not 

reported in item 1 above 5,235,277 2,869,489 8,104,766

5. Other entities of local government not reported 

in item 2 above 794,375 277,569 1,071,944

6. Mainland China nationals residing outside 

Mainland China or entities incorporated outside 

Mainland China where the credit is granted for 

use in Mainland China 11,587,871 1,153,059 12,740,930

7. Other counterparties where the exposures are 

considered by the reporting institution to be 

non-bank Mainland China exposures 5,962,112 1,267,062 7,229,174
    

Total 92,154,134 18,700,541 110,854,675
   

Total assets after provision (Note) 212,039,042
 

On-balance sheet exposures as percentage of 

 total assets (Note) 43.46%
     

The categories of non-bank counterparties and type of direct exposures are disclosed in accordance with 

Banking (Disclosure) Rules with reference to the Return of Mainland Activities of the HKMA.

Note:  Include total assets after provisions of the Bank’s Hong Kong banking operations and the Bank’s Mainland branches and sub-branches.
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6. CURRENCY RISK
The Group’s foreign currency exposures arising from trading, non-trading and structural position which 

constitute 10% or more of the total net position in all foreign currencies are as follows:

    

30 June 2020

USD RMB Total
     

Equivalent in thousand of HK$

Spot assets 83,769,018 50,662,879 134,431,897

Spot liabilities (58,276,313) (53,871,514) (112,147,827)

Forward purchases 67,492,808 10,643,600 78,136,408

Forward sales (90,720,973) (6,523,848) (97,244,821)
    

Net long position 2,264,540 911,117 3,175,657
   

MOP USD RMB Total
     

Net structural position 48,544 220,587 2,957,310 3,226,441
         

    

31 December 2019

USD RMB Total
     

Equivalent in thousand of HK$

Spot assets 64,243,593 46,798,123 111,041,716

Spot liabilities (43,131,770) (49,542,008) (92,673,778)

Forward purchases 75,909,117 13,973,283 89,882,400

Forward sales (96,320,126) (10,396,881) (106,717,007)
    

Net long position 700,814 832,517 1,533,331
   

MOP USD RMB Total
     

Net structural position 48,544 221,623 3,019,680 3,289,847
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7. CONTINGENT LIABILITIES AND COMMITMENTS
   

30 June 
2020

31 December 
2019

HK$’000 HK$’000
   

Contingent liabilities and commitments

 – contractual amounts

 Direct credit substitutes 463,701 469,730

 Trade-related contingencies 3,172,243 6,231,424

 Forward asset purchases 73,628 54,650

Undrawn formal standby facilities, credit lines and other commitments

 Which are unconditionally cancellable without prior notice 31,742,261 29,560,421

 With an original maturity of one year and under 3,634,516 3,469,420

 With an original maturity of over one year 6,180,216 6,427,993

Lease commitments 56 1,812
   

45,266,621 46,215,450
     

The credit risk-weighted amount of contingent liabilities and commitments is HK$4,599,534,000 (31 December 

2019: HK$4,727,613,000).

Most of contingent liabilities and commitments are denominated in Hong Kong dollars.

The replacement cost and credit risk-weighted amounts of derivatives exposures are as follows:

   

30 June 2020 31 December 2019

Notional 
amount

Replacement 
cost

Credit 
risk-weighted 

amount
Notional 
amount

Replacement 
cost

Credit 
risk-weighted 

amount
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

       

Exchange rate contracts 167,927,024 503,779 738,274 189,577,148 632,424 1,043,312

Interest rate contracts 58,435,887 233,683 177,941 79,682,016 73,506 127,712
     

737,462 916,215 705,930 1,171,024
           

The above amounts do not take into account the effects of bilateral netting arrangements.
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7. CONTINGENT LIABILITIES AND COMMITMENTS (Continued)

Replacement cost is the cost which would be incurred by the Group if it was required to enter into another 

contract to replace the existing transaction or existing contract with another counterparty with substantially the 

same economic consequences for the Group and is calculated by marking-to-market the existing transaction or 

existing contract. If the resultant value is positive for the Group, the replacement cost shall be the resultant value 

of the existing transaction or existing contract. If the resultant value is negative for the Group, the replacement 

cost shall be zero. Replacement cost is a close approximation of the credit risk for these contracts at the end of 

the reporting period.

The credit risk-weighted amount is the amount which has been calculated in accordance with the Banking 

(Capital) Rules and the guidelines issued by the HKMA.

8. CAPITAL ADEQUACY RATIOS, LEVERAGE RATIO AND LIQUIDITY 
RATIO
   

30 June 
2020

31 December 
2019

% %
   

Total capital ratio 16.40 17.51

Tier 1 capital ratio 13.61 14.32

Common Equity Tier 1 (“CET 1”) capital ratio 11.66 12.28
   

   

30 June 
2020

31 December 
2019

% %
   

Capital buffers (as a percentage of risk-weighted assets)

Capital conservation buffer ratio 2.50 2.00

Countercyclical capital buffer ratio 0.69 1.41
   

3.19 3.41
     

   

30 June 
2020

31 December 
2019

% %
   

Leverage ratio 9.57 9.90
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8. CAPITAL ADEQUACY RATIOS, LEVERAGE RATIO AND LIQUIDITY 
RATIO (Continued)
   

Six months 
ended 

30 June 2020

Six months 
ended 

30 June 2019
% %

   

Average liquidity maintenance ratio (“LMR”) for the period 45.19 46.00
   

Capital adequacy ratios are compiled in accordance with the Banking (Capital) Rules under Hong Kong Banking 

Ordinance for the implementation of the “Basel III” capital accord, which became effective on 1 January 2013. 

In accordance with the Banking (Capital) Rules, the Bank has adopted the “standardised approach” for the 

calculation of the risk-weighted assets for credit risk, “standardised (market risk) approach” for the calculation 

of market risk and “basic indicator approach” for the calculation of operational risk. The capital adequacy ratio 

is consolidated, under the Banking (Capital) Rules, with reference to the financial information of the Bank, Chong 

Hing Finance Limited, Right Way Investments Limited, Gallbraith Limited, Chong Hing Information Technology 

Limited, Card Alliance Company Limited, Top Benefit Enterprise Limited and Hero Marker Limited.

Leverage ratio is disclosed in accordance with the Banking (Disclosure) Rules under Hong Kong Banking 

Ordinance. The leverage ratio is consolidated with reference to the financial information of the Bank, Chong Hing 

Finance Limited, Right Way Investments Limited, Gallbraith Limited, Chong Hing Information Technology Limited, 

Card Alliance Company Limited, Top Benefit Enterprise Limited and Hero Marker Limited.

9. OTHER FINANCIAL INFORMATION
The Bank has set up a “Regulatory Disclosure” section on its website to house all of information relating to the 

disclosure of regulatory capital to comply with Banking (Disclosure) Rules.

The “Regulatory Disclosure” will be available on the Bank’s website: www.chbank.com in the “Regulatory 

Disclosure” section in accordance with the Banking (Disclosure) Rules.
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10. BASIS OF CONSOLIDATION
This interim financial information covers the condensed consolidated financial information of the Bank and all its 

subsidiaries and includes the attributable share of interest in the Group’s associates.

The capital adequacy ratios of the Group are prepared according to the basis of consolidation determined 

by the HKMA for regulatory purposes. The main difference between the consolidation basis for accounting 

and regulatory purposes is that the former includes the Bank, all its subsidiaries and the attributable share 

of interests in the Group’s associates whereas the latter includes the Bank and only some of the Group’s 

subsidiaries which mainly conduct banking business or other businesses incidental to banking business. The 

LMR is prepared on an unconsolidated basis which includes the Bank only.

There are no subsidiaries which are included within both the accounting scope of consolidation and the 

regulatory scope of consolidation but where the method of consolidation differs at 30 June 2020.

There are no subsidiaries which are included within the regulatory scope of consolidation but not included within 

the accounting scope of consolidation at 30 June 2020.

Subsidiaries that are included within the accounting scope of consolidation but are not included within the 

regulatory scope of consolidation are as follows:

    

Total assets Total equity

Name of company Principal activities

30 
June 
2020

31 
December 

2019

30 
June 
2020

31 
December 

2019
HK$’000 HK$’000 HK$’000 HK$’000

      

Chong Hing (Nominees) Limited Provision of 

nominee services

100 100 100 100

Chong Hing Securities Limited Stockbroking 920,065 740,570 526,435 491,115

Chong Hing Commodities and 

 Futures Limited

Investment 

holding and 

commodities and 

futures broking

67,933 70,160 65,979 66,954

Chong Hing Insurance 

 Company Limited

Insurance 

underwriting

419,921 427,661 281,806 276,560

Chong Hing Insurance 

 Brokers Limited

Insurance 

broking

3,176 4,000 3,171 3,890

Chong Hing (Management) 

 Limited

Provision of 

management 

services

91 98 82 85
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11. RISK MANAGEMENT
The Group has established policies, procedures, and controls for measuring, monitoring and controlling risks 

arising from the banking and related financial services business. These policies, procedures, and controls are 

implemented by various committees, divisions and departments of the Group and are regularly reviewed by the 

Board. The internal auditors also play an important role in the risk management process by performing regular, 

as well as sporadic compliance audits.

The management of assets and liabilities of the Group is conducted under the guidance of the Asset and Liability 

Management Committee (the “ALCO”). The ALCO holds meetings every two weeks, and more frequent meetings 

when required, to review and direct the relevant policies, the business strategies and to monitor the bank-wide 

positions. The day-to-day management of the credit, operational, liquidity, foreign exchange, interest rate and 

other market risks, and the compliance with the ALCO and the Risk Management Committee (the “RMC”) policies 

are monitored by the Finance & Capital Management Division, the Financial Markets Division, the Credit Risk 

Management Division, the Operational & IT Risk Management Department, Compliance Division and the Market 

Risk Management Department with the assistance of various qualitative and quantitative analyses. The Board 

level Risk Committee (RC) exercises further oversight of the Bank’s risk management.

Complementing the ALCO in the management of assets and liabilities, the RMC also oversees the implementation 

of the policies and procedures established for managing the Group’s credit, strategic, operational, legal, and 

reputation risks and compliance requirements.

(I) CAPITAL MANAGEMENT
The Group has adopted a policy of maintaining a strong capital base to support the development of the 

Group’s business and to ensure compliance with the statutory capital adequacy ratio requirement.

Capital is allocated to the various activities of the Group depending on the risk taken by each business 

division. The Group’s capital adequacy ratio has remained well above the minimum as stipulated in the 

Banking (Capital) Rules.

(II) CREDIT RISK
Credit risk is the risk that a customer or counterparty may fail to meet a commitment when it falls due.

The Group’s lending policy sets out in details the credit approval and monitoring mechanism, the exposure 

classifications system and provisioning policy, which is established in accordance with the requirements 

and provisions of the Hong Kong Banking Ordinance, the guidelines issued by the HKMA and other 

regulatory bodies.

Day-to-day credit management is performed by the Credit Risk Management Division with reference to 

credit policy information, the creditworthiness of a counterparty, the exposure concentration risk and the 

collateral pledged by a counterparty. Credit decisions are made by individual approvers with the delegated 

credit authority.
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11. RISK MANAGEMENT (Continued)

(III) LIQUIDITY RISK
Liquidity risk is the risk that the Group may not be able to meet obligations as they fall due, without 

incurring unacceptable losses.

The Group adopts conservative risk appetite in liquidity risk management and maintains adequate liquid 

assets to meet its normal business obligations as well as to withstand a prolonged period of liquidity 

stress in accordance with the requirements set out in the Supervisory Policy Manual LM-2 “Sound Systems 

and Controls for Liquidity Risk Management” (“SPM LM-2”) revised by the HKMA in November 2016. The 

ALCO, established and delegated by the EXCO, has reviewed and approved liquidity risk management policy 

which specifies a set of liquidity risk metrics and risk control limits for effective liquidity risk management. 

The key liquidity metrics, e.g. liquidity maintenance ratio, core funding ratio (“CFR”), loan-to-deposit 

ratio, maturity profile of assets and liabilities, and inter-bank transactions are under ALCO’s ongoing and 

periodic review.

The Group has sufficiently maintained the LMR and CFR well above the minimum as stipulated by the 

Banking (Liquidity) Rules.

(IV) MARKET RISK
Market risk is the risk of losses in assets, liabilities and off-balance sheet positions arising from 

movements in market rates and prices.

Market risk arising from the trading book is at an acceptable level, as the Group maintains controllable 

positions of financial instruments leading to foreign exchange and interest rate exposures. The market 

risk positions are managed using risk limits approved by the Group. Daily risk monitoring is carried out 

independently by Market Risk Management Department, which ensures all dealing activities are conducted 

in a proper manner and within approved limits. The Group’s exposures are periodically reviewed by the 

Board, RMC and senior management. Besides, structural foreign exchange exposure is to be detailed under 

(v) foreign exchange risk.

(V) FOREIGN EXCHANGE RISK
The Group has maintained a controllable level of foreign exchange risk for both trading and customer 

order fulfillment. Structural foreign exchange exposure arising from investments in branches outside Hong 

Kong and subsidiaries is accounted for in the reserves account. Day-to-day foreign exchange management 

is managed by the Financial Markets Division within approved limits.
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11. RISK MANAGEMENT (Continued)

(VI) INTEREST RATE RISK
Interest rate risk is referred to the risk to the Bank’s financial condition resulting from adverse movements 

in interest rates. This consists of gap risk, basis risk and option risk. Interest margins may increase as a 

result of such changes in favour of the Bank but also result negative impacts in the event that unexpected 

or adverse movement arises. Interest rate risk comprises those originating from both trading and non-

trading portfolio, and the Group’s interest rate risk exposure is mainly contributed by non-trading 

portfolio. In non-trading portfolio, the Group manages its interest rate risk in banking book (“IRRBB”) 

within the IRRBB limits approved by ALCO and under monitoring of Market Risk Management Department 

independently, which regularly report to both ALCO and RMC for senior management oversight. In trading 

portfolio, specific limits are approved by RMC on interest rate sensitivities (also known as DV01) and stop 

loss are being enforced on daily basis subject to independent monitoring by Market Risk Management 

Department.

The Group maintains manageable interest rate positions on its trading book, in addition to certain interest 

rate contracts entered into for the management of the Group’s own risk with holding securities that are 

classified for trading purpose.

The Group manages its IRRBB exposures using economic value as well as earnings based measures.

The economic value is measured from present values of its expected net cash flows of assets, liabilities 

and off balance sheet positions held with the Bank, discounted to reflect market rates. Thereby the Group 

measures the change in Economic Value of Equity (“ΔEVE”) as the maximum decrease of the banking book 

economic value under the six standard scenarios defined by the HKMA’s Supervisory Policy Manual.

Earnings-based measures the impact of changes in interest rates on accruing or reported earnings. 

Reduced earnings or outright losses can threaten the financial stability by undermining its capital 

adequacy and by reducing market confidence in it. The Group measures the change in net interest income 

as the maximum reduction in net interest income over a period of 12 months.

(VII) OPERATIONAL AND LEGAL RISK
Operational risk is the risk of unexpected losses attributable to human error, systems failures, frauds, 

or inadequate internal controls and procedures. Identification, assessment, mitigation, monitoring and 

reporting of operational risk are to be done for departments and processes, with escalation and reporting 

mechanism designated for major operational risk incidents.

Executive directors, division heads, department heads, in-house legal counsels, and internal auditors 

collaborate to manage operational and legal risks through proper human resources policies, delegation of 

authorities, segregation of duties, and timely and accurate management information. Senior management 

and the Audit Committee are accountable to the Board for maintaining a strong and disciplined control 

environment to provide reasonable assurance that the operational and legal risks are prudently managed.

A comprehensive contingency plan is available to ensure that the Bank’s key business functions continue 

and normal operations are restored effectively and efficiently in the event of business interruption.
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11. RISK MANAGEMENT (Continued)

(VIII) REPUTATION RISK
Reputation risk is the risk that the Group’s reputation is damaged by one or more than one reputation 

event that results in negative publicity about the Group’s business practices, conduct or financial condition.

Reputation risk is managed by every member of staff ensuring proper and adequate communications and 

public relation efforts to foster the reputation of the Group. A reputation risk management mechanism 

guided by the senior management including executive directors has been established to manage 

including, without limitation, media exposure, handle customers’ and other stakeholders’ complaints and 

suggestions, and to ensure that business activities and agents and/or bodies acting on the Group’s behalf 

do not jeopardise its reputation.
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