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Unaudited Supplementary Financial Information

REEZHAUBER

(A)

CAPITAL ADEQUACY RATIO

Total capital ratio 4B R

Tier 1 capital ratio — B AR &

Common Equity Tier 1 (“CET1") capital ratio £ iBA% A —4AL & ALt &

The capital ratios as at 31 December 2013 are computed on a consolidated
basis which comprises the positions of Fubon Bank (Hong Kong) Limited,
Fubon Credit (Hong Kong) Limited and Fubon Factors (Hong Kong) Limited
as required by the HKMA in accordance with section 3C(1) of the Banking
(Capital) Rules (“the Capital Rules”) for its regulatory purposes.

Capital ratios are compiled in accordance with the Capital Rules issued by
the HKMA.. The ratios as of 31 December 2013 are compiled in accordance
with the amended Capital Rules effective from 1 January 2013 for the
implementation of the “Basel IllI"” capital accord, whereas the ratios as of
31 December 2012 are complied in accordance with the “pre-amended
Capital Rules” in force immediately before 1 January 2013. The capital
disclosures for 31 December 2013 under Basel Il are, therefore, not
directly comparable with the disclosures for 31 December 2012. Certain
comparative figures have not been provided where the current year is the
first year of disclosure.

Fubon Bank = #BR1T

EXFREEE
As at
i
31 December 31 December
2013 2012
—E—=fF = —==4F
+=A=+—8B +=A=+—H
% %
Aot Bkt
16.33 16.71
10.44 12.13
10.44 N/ANE A
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Unaudited Supplementary Financial Information R&EFZEFEIKER

(A)

CAPITAL ADEQUACY RATIO (continued) (A) BEAFZRL=E(E)

The basis of consolidation for accounting purposes is in accordance with
the Hong Kong Financial Reporting Standards and is different from the basis
and scope of consolidation for the calculation of capital ratios. Subsidiaries
not included in the consolidation for the calculation of capital ratios are set
out below:

et BN 2R A EERBEY B RELER —
B BARRAEER LR ZRAEEREE -
FHEEARLRB ARG AZMBRRRNAT

As at 31 December 2013
R-EB-—=F+=A=+—H

Total assets Total equity
EEAR fERARE
HK$'000 HK$'000
FET FET
Name of subsidiaries Principal activities
MR R B TEEK
FB Securities (Hong Kong) Limited Securities broking 236,185 85,818
EiREF (BB)BERAA BHEL
FB Investment Management Limited Fund management 18,881 18,712
ERVEEEARAA EeER
Fubon Insurance Brokers Limited Insurance broker services 2,176 1,768
BERAREERBR AR IRIRASAE AR TS
Fubon Nominees (Hong Kong) Limited Nominee service 3,365 143
HIEABRTS
Easygrand Investments Limited Inactive 2 2
HRIRERR AT BE
Aquarius (Nominees) Limited Inactive 6 6
Admiralty Finance Company Limited Company secretarial 63 63
BEVBAERRA NEIME
Hongroll Limited Investment holding 10 4
TEZER
Battell Investments Limited Inactive - (315)
Fubon Capital (HK) Limited Inactive 10,466 10,466
EHRE (BB)ERAT mET
271,154 116,667

The Bank's shareholdings in the above subsidiaries are deducted from
CET1 capital in accordance with the Capital Rules. There is no relevant
capital shortfall in any of the Bank’s subsidiaries which are not included as
part of the consolidation group for the calculation of capital ratio.

The Group maintains a regulatory reserve, as disclosed in Note 39, to satisfy
the provisions of Hong Kong Banking Ordinance for prudential supervision
purposes. Movements in the reserve are made directly through retained
earnings and in consultation with the HKMA.

ARFTR L 25 7 2 R TR A AR S
B AR — AR I © B AR T
el &R — 55 2 ATTHB AT - LA

BARRER °

AEEEREFECRITREDDNREEFEE
it (AP EE 39 AT TR) - ABKREELE - B2
B NEFASERZBERREREBREET
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Unaudited Supplementary Financial Information R&EFZEFEIKER

(A)

(B)

CAPITAL ADEQUACY RATIO (continued)

In accordance with the Capital Rules, the Group has adopted the
“standardised approach” for the calculation of risk-weighted assets for
credit risk and market risk and the “basic indicator approach” for the
calculation of operational risk.

To comply with the Banking (Disclosure) Rules (“BDR"), all additional
information in relation to the Group’s regulatory capital disclosures will be
published by using the standard disclosure templates as specified by the
HKMA under “Regulatory Disclosure” section on the Group’s website
(http://www.fubonbank.com.hk).

LIQUIDITY RISK MANAGEMENT

Average liquidity ratio e E S K

The average liquidity ratio for the period is computed as the simple average
of each calendar month’s average ratio, as reported in Part | (2) of the
“Return of Liquidity Position of an Authorised Institution” (MA(BS)1E)
calculated in accordance with the Fourth Schedule of the Hong Kong
Banking Ordinance.

The ratio for the period is computed on a consolidated basis which
comprises the positions of Fubon Bank (Hong Kong) Limited and Fubon
Credit (Hong Kong) Limited as required by the HKMA for regulatory
purposes.

Fubon Bank &= #BR1T

(A)

(B)

BEXAFZRLE(E)

BRENRA - AEFECKRA [RELETE] FE
EERERETSER 2 BB INEEEA LKA [E
AIEEE| FHEEERR -

REACRITE(HE)HA)  *EBBEAEE
#8u8 A (http://www.fubonbank.com.hk) [E5EH#
B W TNEALE RIETNEEENRLEE IR
REEEAHERBNEINER -

REBESEEEE

For the year ended
BZ+-_A=1+—HALEE
31 December 31 December

2013 2012
—EB-=F —ET——F
% %

Aotk Bt
48.06 53.96

MATF LR E b E R EEAFHLEN
BEFUBGHE - SEEAFHLEHRES
SRATH DM R AR A E L8R [ AT
WA AR (MA(BS)TE) 5 1(2) 2ok 0 9540
BFIER -
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Unaudited Supplementary Financial Information R&EFZEFEIKER

(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (C) BRITESTHNEFERNE—S DM
ANALYSED BY INDUSTRY SECTOR
Advances to customers analysed by industry sector and the coverage BITEREBERERDITNREERNT &5
of collateral is as follows. The economic sector analysis is based on the TESHNENRESE BEANERREE -

categories and definitions used by the HKMA.

The Group
F5E
2013 2012
—B-=f& —2—F
% of % of
Gross gross loans Gross gross loans
loans and covered by loans and covered by
advances collateral advances collateral
BEAZER REFZER
BRRER hEREE BRRER hEREEL
ekl Bl Eot] ARl
HK$'000 HK$'000
TAn % TEL %
Gross advances for use in Hong Kong EEBERANEREE
Industrial, commercial and financial TEcH
- Property development -MEER 1,539,903 29.95 1,200,404 21.05
— Property investment ~MERE 10,085,688 91.79 10,102,430 95.43
- Financial concerns - SRbE 649,367 0.30 447,753 -
- Stockbrokers -RELL 113,333 - - -
- Wholesale and retail trade —HERTEE 338,389 16.18 525,047 10.32
- Manufacturing —BiE% 576,996 14.717 1,958,723 5.88
- Transport and transport equipment -BEREGSE 482,426 6.63 57,742 7253
- Information technology — &R 635 100.00 194,654 044
— Electricity and gas ~ENRHR - - 234,000 -
- Others £t 1,236,762 33.29 2,404,713 16.87
Individuals fEA
~ Loans for the purchase of flats under -BE[E&EEARHE
the Home Ownership Scheme, [RAZEEEHE] R
Private Sector Participation Scheme [BEEHE S %
and Tenants Purchase Scheme or HEBMRETE
their respective successor schemes HETHER 7,879 100.00 9,756 100.00
- Loans for the purchase of other —~BERMEENENER
residential properties 8,391,612 99.65 8,091,840 99.72
~ Credit card advances ~=RTER 827,979 - 795,552 -
- Others — it 1,547,203 53.80 1,385,109 50.62
25,798,172 27,407,723
Trade finance BoRE 3,033,382 12.91 1,681,525 8.95
Gross advances for use outside Hong Kong EEBMIMERNE A 5,913,309 352 1,372,973 -

Gross advances to customers RFEZ&SE 34,744,863 57.87 30,462,221 63.82
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Unaudited Supplementary Financial Information R&EFZEFEIKER

(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (C) BITESNNEFERNE—F D (E)
ANALYSED BY INDUSTRY SECTOR (continued)
Analysis of the Group’s impaired advances in respect of industry sectors BITEDNMHREERBEE10% kA LR AREE
which account for 10% or more of gross advances to customers: SREEZRT
Provisions
released back Loans
Individual Collective to income written
Overdue Impaired impairment impairment statement off during
advances advances allowances allowance  during the year the year
ERRBERR ERME
BHEX AEEY  EREERE GRAERRE B RE 2B
HK$'000 HK$'000 HK§'000 HK$'000 HK$'000 HK$'000
As at 31 December 2013 R=B-ZEtZB=1-A Tin TE7n TEn TEn Tn Tn
- Property investment -WERE - - - 1,157 (1322) -
- Loans for the purchase of -BEEMEEYRD
other residential properties B 9,085 - - 1 (13) -
- Gross advances for -EERMERNE TS
use outside Hong Kong 6,896 6,896 6,896 589 (2,269) 610
New
provisions
charged Loans
Individual Collective toincome written
QOverdue Impaired impairment impairment statement off during
advances advances allowances allowance  during the year the year
ERRAERR AR
REER RESH ARG  GoREER MRER ZEH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
As at 31 December 2012 R=Z-ZF+=A=1-H Tén T Th T TEn Thn
- Property investment -WERE - - - 2479 (5,440) =
- Loans for the purchase of -BEEMEEYRD
other residential properties B - - - 14 (1,434) -

222 Fubon Bank = #BR1T
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(D) OVERDUE AND RESCHEDULED ASSETS (D) BHRKEHEE
(i) Overdue advances to customers () BHBEFER
The Group
r5E
2013 2012
—E-=% -
% of gross % of gross
HK$'000 advances HK$'000 advances
HEREE EEFTER
Ti#n ZBA TR ZEAL
Gross advances to customers which have RPEF 8
been overdue with respect to either principal 2 A%
or interest for periods of: MEFRS :
- 6 months or less but over 3 months —NMEASATHE= @AM E 2,101 0.00 1,466 0.00
— 1 year or less but over 6 months ——EFMEAEARE 546 0.00 - 0.00
- Over 1 year -BB—F 5,863 0.02 8,624 0.03
8510 0.02 10,090 0.03
Covered portion of overdue loans BEESRERN
and advances BERHH - -
Uncovered portion of overdue loans BHETRERN
and advances BEREH 8510 10,090
8510 10,090
Individually assessed impairment safEa=EAz
allowances in respect of advances B2 AR
overdue for more than three months bR ERE 7,052 9,044

Loans and advances with a specific repayment date are classified as
overdue when the principal or interest is overdue and remains unpaid
at the year-end. Loans repayable by regular instalments are treated
as overdue when an instalment payment is overdue and remains
unpaid at year end. Loans repayable on demand are classified as
overdue either when a demand for repayment has been served on the
borrower but repayment has not been made in accordance with the
demand notice, and/or when the loans have remained continuously
outside the approved limit advised to the borrower for more than the
overdue period in question.

BEREEFHNERREREERS RS
BHEIN N ERDARI MR BERE B
DHNREENERERD D HERE AL
ARFRPAZNERERE B - REK
EENEFERBRAMENEE B RELEAR
BEBMENRL HEEREHERLE
HMEERANEIENRE - MELENE
TR P A A R B P B o b 5 gt 4 ) B
BEREHBEREEH -

Annual Report 2013 4 4§

223



224

Unaudited Supplementary Financial Information R&EFZEFEIKER

(D) OVERDUE AND RESCHEDULED ASSETS (continued) (D) BHIRKEHEE(E)
(ii) Rescheduled advances to customers (i) EEERBNEFEXR
Rescheduled loans and advances are those loans and advances which BEEAANEFEERZEARERAR
have been restructured or renegotiated because of deterioration Bk R eE sl EE R R E B RERE K M
in the financial position of the borrower, or of the inability of the EEERBNRETBEENEPERRE
borrower to meet the original repayment schedule and for which o MR E TG 2SR A S B B IE
the revised repayment terms are non-commercial to the Group. IR - ETERHNERLERIHEBE
Rescheduled loans and advances to customers are stated net of any BE 14 AR B = (8 B M {E R {E R R E &
loans and advances that have subsequently become overdue for over BR - WA ST ¢
3 months and can be analysed as follows:
The Group
i |
2013 2012
—E-=f 2
% of gross % of gross
HK$'000 advances HK$'000 advances
HERAE hER L8
TERL 2B Tin ZEM
Rescheduled advances to customers EEESSNEFER 4,347 0.01 5,002 0.02
(iii) Geographical analysis of overdue loans and advances to (i) RHEINHEAREFERRER
customers
The Group
58
As at 31 December 2013
R=B-Z£+=A=+-H
Overdue Impaired Individually
Gross loans loans assessed
loans and and (individually impairment
advances advances determined) allowances
BRR (3l HEER {ERIRHE
et fERRER (fERIE=) HERE
HK$'000 HK$'000 HK$'000 HK$'000
TEL TET TET FEx
Hong Kong B 32,916,838 7,693 13,289 9,130
Other Hitipla 1,828,025 817 817 817
34,744,863 8,510 14,106 9,947

Fubon Bank = #BR1T
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(D)

(E)

OVERDUE AND RESCHEDULED ASSETS (continued) (D) BHIRKEHEE(E)
(iii) Geographical analysis of overdue loans and advances to (iii) RWESMHEBRBEFBRRENR
customers (continued)
The Group
A&E
As at 31 December 2012
RZZ-Z#+ZA=1-H
Overdue Impaired Individually
Gross loans loans assessed
loans and and (individually impairment
advances advances determined) allowances
Rk Ba AESH {EIRIRTA
EFiaE BRRER (ERIEE) HERE
HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT ThL TAT
Hong Kong A 28,298,486 8,685 14,766 10,618
Other Hipipe 2,163,735 1,405 1,405 1,834
30,462,221 10,090 16,171 12,452
The above geographical analysis is classified by the location of the PA_E B[ S ATIRIE R A FTEHL - &5 AR
borrowers after taking into account the transfer of risk. In general, risk WREEMEITE - —RME  BERERA
transfer applies when a loan is guaranteed by a party situated in an FrER R 5EFH AR - ARRERE
area different from the counterparty. ERARFTEHE
The collective impairment allowance is not allocated to any R =R T —F+_HA=+—
geographical segment as at 31 December 2013 and 2012. B BEFERERESRTEMMMEES
B e
CROSS BORDER CLAIMS (E) &R
Cross border claims are on-balance sheet exposures of counterparties EREEEHREEABRLIETERT Ak
based on the location of counterparties after taking into account the transfer BRIER S S —HEMTERNRR - & EEN
of risk. For a claim guaranteed by a party situated in a country different from BERAMEZEREHINR 55— 77 2M&
the counterparty, the risk is transferred to the country of the guarantor. R AEERRGEESERAZAERRK - )
For a claim on the branch of a bank or other financial institution the risk will Tk H A & BAHAR 5 1T RO (MR R B8 = KAl &
be transferred to the country where its head office is situated. Claims on FIEELR - BB RBEZZEQERER10% %A L
individual countries or areas, after risk transfer, amounting to 10% or more MERIER ke ER T :
of the aggregate cross-border claims are shown as follows:
The Group
*EE
As at 31 December 2013
RZB-ZF+ZA=1-A
Public
Banks sector entities Others Total
Figures in HK$'Million BEER #17 NERE Heh £
Asia Pacific excluding Hong Kong THATH R (TafEES) 15,322 384 3,759 19,465
- Of which Australia —EEif 3219 - " 3,230
- Of which China —Hfh 9,384 384 2,723 12,491
North America M 2,939 4 108 3,051
- Of which USA —ExH 2,924 4 99 3,027
Western Europe iz 4,044 - 114 4,158

Annual Report 2013 4 4§

225



226

Unaudited Supplementary Financial Information R&EFZEFEIKER

(E) CROSS BORDER CLAIMS (continued) (E) BiEERE(E)
The Group
PN L]
As at 31 December 2012
RZZ-Z#+ZA=1-H

Public
Banks sector entities Others Total
Figures in HK$'Million AEAT i ol NEWE Hth et
Asia Pacific excluding Hong Kong THATH R (FREEE) 11,163 276 3,172 14,611
- Of which Australia —EAEif 3,557 - 12 3,569
- Of which China —ErhiE 4,547 276 1,987 6,810
North America M 3,346 2 139 3487
- Of which USA —HhxE 3,286 2 128 3416
Western Europe 2 4,636 - 110 4,746

(F) NON-BANK MAINLAND EXPOSURES (F) WibIERITEC AR

The analysis of non-bank Mainland exposures includes the exposure of the
Bank and certain of its subsidiaries on the basis agreed with the HKMA.

AIFRITEZARZEE BinE BEATRE
ETHERRRENDN -

2013
—5-=f%

Individually

On-balance Off-balance assessed

sheet sheet impairment

exposure exposures Total allowances

EEEERRN EERERS fHRIRHE

ZER 2Bk L HERE

HK$'000 HK$'000 HK$'000 HK$'000

Thn Thn Th TEx

Mainland entities M 5,325,293 616,243 5,941,536 -

Companies and individuals outside it 2 EERRAH

the Mainland where the credit is ZPAIMARIRIEA

granted for use in Mainland 3,420,308 720,625 4,140,933 6,616

8,745,601 1,336,868 10,082,469 6,616

2012
2%

Individually

On-balance Off-balance assessed

sheet sheet impairment

exposure exposures Total allowances

AERERRD BEAERI BRI

Bl AR &5 REER

HK$'000 HK$'000 HK$'000 HK$'000

TAT T TEL TEL

Mainland entities MR 1817,229 19,642 1,836,771 -

Companies and individuals outside REZEERRAL

the Mainland where the credit is PRI REA

granted for use in Mainland 2,128,114 420,258 2,548,372 9,797

3,945,343 439,800 4,385,143 9,797

Note: The balances of exposures reported above include gross advances and other
claims on customers.

Fubon Bank = #BR1T
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(G) CURRENCY CONCENTRATION

The Group’s net positions or net structural positions in foreign currencies
are disclosed as follows when each currency constitutes 10% or more of
the respective total net position or total net structural position in all foreign

currencies:

Equivalent in
HKS Million

Spot assets

Spot ligbilties
Forward purchase
Forward sales

Net option position

Net long/(short) position

Net structural position

Equivalent in
HKS Milion

Spot assets

Spot ligbilties
Forward purchase
Forward sales

Net option position

Net long/(short) position

Net structural position

The net option position is calculated on the basis of the delta-weighted
position of option contracts. Net structural position includes the Bank's

AEETSE

RERE

BEaf

HEedsE
&/(B)E5E

ERIREER

RREE
B
EHEN
EHEH
HiEetse

R/(B)E5E

BRILARAE

(G) sgEERE

AEEERISNE )RR AEIFEBERBREN
PR B INE FR BT ABIER BEFEEN10%
AL - EEHN TR

As at 31 December 2013

kSt gl 4 Bl
New Other Total
us Pound Japanese European  Chinese  Canadian Swiss Australian  Zealand  Taiwan  foreign foreign
Dollars  Sterling Yen Euro  Renminbi  Dollars Franc  Dollars  Dollars  Dollars currencies currencies
ES %8 B En AR%  Mgin  RiE® A FEEL LU
2,67 75 4 850 5,206 16 3 5,161 40 50 13 33502
(17,269) (134) (88) (508)  (4,075) (221) (1) (459) (522) (49) (40)  (27.497)
11182 )] 206 2,681 3118 205 1 161 129 159 2 18559
(15,588) (15) (166)  (3,023)  (4,840) - (19) (736) (17) (159) - (24563
4) - (1) - 9 - - 4) - 1 - 1
- - - - 907 - - - - - - 907

As at 31 December 2012

RZZ-§+2A=1-H
New Other Total
US  Japanese  European Chinese  Canadian Swiss — Australian  Singapore Zealand foreign foreign
Dollars Yen o Renminbi Dollars Franc Dollars Dollars Dollars  currencies  currencies
S A B ARE meAn HDiEd Bt Fr WERT EROE SER
16,021 3 99 2,600 ] 5 4414 4 482 139 24,638
(13,989) (124) (320 (2,567) (145) @ (4178) (36) (461) (123) (21,947)
7861 m 1,146 2,046 148 16 783 3 3 292 12,548
(10,628) (135) (1,755 1,338) (10) (17) (1,04) = (26) (308) (15,240)
1) = = = - - 2 - - - 1
(736) 1) = ™ - = () = 1) - -
- - - 907 - - - - - - 907

investments in overseas subsidiaries and associates.

A RFRIIREMAINERES M [SHRE
MR R REEE - HRERRFEEEI R

SNE R ATT AN 2 B St 8 R BV AR

BT -
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228

(H) CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL (H FE& mEREERMBINELRER
RISKS
(i) Capital requirement for credit risk (i) EERBNELRER
The capital requirements on each class of exposures calculated under REER - BEBEEE(SERR) HARIZE
the Standardised (Credit Risk) Approach and Standardised Credit EEHEAR T AT EN S B RABR R E R
Valuation Adjustment Method at the balance sheet date can be ESRADHTIAT ¢
analysed as follows:
2013 2012
=l == —F——4F
HK$°000 HK$'000
FExT FAT
Classes of exposures ERER
Sovereigns FHEE - —
Public sector entities INEHERE 14,747 14,197
Banks $R1T 705,523 508,701
Securities firms BHNA] 8,537 -
Corporate =S 1,544,652 1,254,323
Collective investment schemes SRKAEE 16,525 15,780
Cash items REIEE 6,692 -
Regulatory retail EETE 218,065 206,634
Residential mortgage loans FERBER 347,129 329,661
Other exposure which AR 380 2 R B
are not past due 471,080 387,438
Past due 1 HR 533 636
Total capital requirements for BEABRAZ
on-balance sheet exposures [R\B 2 B AN Sk A 3,333,483 2,717,370
Direct credit substitutes HEGFEER® 2,447 4,361
Transaction-related contingencies R 5B KRB 258 325
Trade-related contingencies E 5 HHAEE 4,831 4,541
Other commitments H At A 86,019 39,539
Exchange rate contracts EXE4 32,793 11,463
Interest rate contracts FEEL 8,990 4,696
Equity contracts fREE L 5 46
Securities financing transactions BERMERS 3,278 N/A T3
Total capital requirements for BEABRIN
off-balance sheet exposures [R\B 2 B AN Sk A 138,621 64,971
Total capital requirements for EERMOTE 2 EARF KA
credit valuation adjustment 61,295 N/A N3
Total capital requirement for EERBZEREREE
credit risk 3,533,399 2,782,341

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and

therefore does not represent the actual amount of capital held.

Fubon Bank &= #BR1T
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(H) CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL
RISKS (continued)

(ii)

(iii)

Capital requirement for market risk

The Bank uses the Standardised (Market Risk) Approach for
calculation of capital requirement for market risk. Positions covered by
the approach include:

- the Bank's positions held in foreign exchange, exchange rate-
related derivative contracts, commodities and commodity-
related derivative contracts; and

- the Bank’s trading book positions held in debt securities, debt-
related derivative contracts, interest rate derivative contracts,
equities and equity-related derivative contracts.

The capital requirement at the balance sheet date can be analysed as
follows:

Exchange rate exposures R

Interest rate exposures 2= @

Equity exposures A&7 @

Commodity exposures [EEEEL S

Total capital requirement for TSR EATREE
market risk

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and
therefore does not represent the actual amount of capital held.

Capital requirement for operational risk

The capital charge for operational risk calculated in accordance with
the basic indicator approach at the balance sheet date is:

Capital charge for operational risk LIBRER 2 EARE K

The disclosure is made by multiplying the Group's risk-weighted
amount derived from the relevant calculation approach by 8%, and
therefore does not represent the actual amount of capital held.

(H FE - mEREERBNELTR (@)

(i) WHEEEZERER

AITERRE (MERAR) AT ETZRR
ZERFKR - ZITEMRENF BB

—  AITRHMNE - EERBRENITETA
B4 BERLEFAAENITETA
BRNEFR R

AITREBE S  BEFRBNITE
TEAK  FRTETESH - KA
RERAEENITETAARONRZ S
FRERA

BEBZEAFTLIMAT

2013 2012
—E—=fF —T——%F
HK$'000 HK$'000
FET FHT
815 59,330

3,870 6,737
4,685 66,067

ERRERAEAEESHNAEER
B intE S FRIA8% MBH - PTAIL AR
REEAZERSH -

(iii) BERBZERFER
WEER - RBENERIDATE 2 2ER

B2 ERBKR
2013 2012

—E-Z=fF —T—CF

HK$’000 HK$'000

TR TAT

160,185 157,955

BRARER AR E AT R A E R
S BERIA8% MiFH » TAL AR
REEAZEREHE -
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () FEERREEZEIME
(i) Credit risk exposures (i) EERMBAE

Credit ratings from Standard & Poor’s Rating Services and Moody's
Investors Services are used for all classes of credit exposures
mentioned below. The Bank follows the process prescribed in Part
4 of the Banking (Capital) Rules to map the ratings to the exposures
booked in the Bank’s banking book.

FEEMARRB AR MBAEREERE A
BB 2 FERR T AN T XAl 2 F1RE
EERE - RNTREB(GRTE (BA) RADE
AR RTAZ R P AR B ATT Z SRITERP
NERDZ ERACE °

2013
g-zf
Total exposure
covered by
recognised
guarantees
or recognised
credit
Total exposure  derivative
Exposures after covered by contracts
recognised credit risk mitigation Risk-weighted Totalrisk-  recognised BERT
BRI EERR amounts weighted  collateral ERAZEZT
Total HE&ZER BRMESE amounts mEZT  REfEIR
exposures Rated Unrated Rated Unrated BRIE EARERZ  AHERZ
BREE 2R AR BE AR a4sy BRAE BREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
The Group 158 Tin Tn TiEn Tn TEn Tn TEn Tn
On-balance sheet EESERA
Sovereigns E ) 1,869,631 1,869,631 619 - - - - -
Public sector entities NelE 825,044 825,044 96,653 165,009 19,330 184,339 - -
Multilateral development banks %% HiT 13421 13,421 - - - - - -
Banks ich 21,187,788 21,187,788 1,396,015 8,121,863 697,178 8,819,041 - -
Securities firm AN 213421 - 213421 - 106,714 106,714 - -
Corporates % 23,218,723 3137307  18217,235 1380440  17921,7112 19,308,152 538217 1,905,011
Collective investment schemes &% 4312l 206,564 - 206,564 - 206,564 206,564 - -
Cash items REER 342,159 - 1,021,152 - 83,650 83,650 - -
Regulatory retail exposures EETERR 3,667,970 - 3634410 - 2,725,808 2,725,808 17,883 15,677
Residential mortgage loans ~ HERIBER 11,454,191 - 11,309,891 - 4339118 4339118 - 144,300
Other exposure which are TEaE EtER
not past due 5,305,629 1,011,153 4,164,237 1,688,627 4,199,877 5,888,504 130,239 -
Past due exposures BEER 6,059 - 6,059 - 6,660 6,660 - 1,619
68310612 28044350 40266262 11355939 30312611 41,668,550 686,339 2,066,607
Off-balance sheet BERER)
Off-balance sheet BAMTETAR ok
exposure other than BETETARNMIN
OTC derivative transactions ~ EEEERINZER
or credit derivative contracts 1,177,246 38,406 1,138,840 30,593 1,138,840 1,169,433 - -
Derivative contracts TETERY 819,798 457,464 341,974 178,835 341,974 520,809 20,360 -
Other off-halance sheet At AR
exposures not elsewhere BEARRONER
specified 5418118 204,848 - 40970 - 40970 5,213,210 -
7,415,162 700,718 1,480,814 250,398 1,480,814 1,731,212 5,233,630 -
Exposures deducted from ~ BEAEENKZER

capital base

There were no credit exposures risk weighted at 1250% as at 31
December 2013 (2012: Nil).

RZZE—=F+=-A=+—BIAER1250%
MEZEERR(ZE——F : &) -
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () FEERREEZEIMIEE)
(continued)
(i) Credit risk exposures (continued) (i) EERREEREE
2012
“5F

Total exposure
covered by
recognised
Quarantees
or recognised
credit
Total exposure derivative
Exposures after covered by contracts
recognised credt risk mitigation Risk-weighted Totalisk-~ recognised IR
BRRZEERR amounts weighted collateral  EfRAZERT
Total K mk R ESE amounts mEAT  FENEIR
exposures Rated Unrated Rated Unrated BRIE ERRERZ  AHERZ

e B8 AR B8 AR fora BRaE ol
HK$ 000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000

The Group 150 Thn i i i hn TAT Thr Thn
On-halance sheet EESERA
Sovereigns T8 2121879 2,250,09 1302 - - - - -
Public sector entities N7 887,336 887336 = 177,467 = 177,467 = =
Multilateral development banks %% ER/T 93,449 93,449 - - - - - -
Banks Eich 18,750,756 18,628,340 551,803 6,082,849 275,902 6,358,751 - 122,416
Corporates FHLA 18,300,372 2,336,251 15,243,129 1261232 14417798 15,679,030 171,066 1,663,473
Collective investment schemes &35 4312 197,255 - 197,255 - 197,255 197,255 - -
Cash items REER 117,187 - 117,187 - - - - -
Regulatory retail exposures EETERR 3,517 544 - 3,443,906 - 2,582,930 2,582,930 73102 536
Residential mortgage loans ~ HERIBER 11,136,820 - 11,136,820 - 4120764 4120764 = =
Other exposure which TEaE EtER
are not past due 4,963,159 755,900 4,087,077 755,900 4,087,077 4,842,977 120,182 -
Past due exposures BEER 7,106 - 7,106 - 7,946 7,946 - 1,809

60098863 24951571 34785585 8277448 25689672  33967,120 364,350 1,788,234

Off-balance sheet EESER)
Off-balance sheet BT AR F5
exposure other than EENETEAN
OTC derivative Mo BEBENCBR
transactions or credit
derivative contracts 609,578 - 609,578 - 609,578 609,578 - -
OTC derivative transactions ~ BIMTETERS 403,833 312,190 79,243 123,317 79,243 202,560 12,400 -

1013411 312,190 688,621 123317 688,621 812,138 12,400 =

Exposures deducted from ~ BEAERNK2ER
capital base S
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n

ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(continued)

(ii)

Counterparty credit risk-related exposures for derivatives

Credit risk for derivatives is the positive replacement cost together
with an estimate for the potential future exposure from changes in
market value. These credit exposures are managed as part of the
overall credit limits to the counterparties. The Bank uses the current
exposure method for the purpose of providing capital for such
counterparty exposures.

Wrong way risk occurs when the credit exposure to a counterparty
is strongly correlated with collateral held and any market risk factors
impacting the transaction. Credit exposures and potential losses may
increase as a result of adverse change in market conditions. The
Bank has various policies and procedures to control wrong-way risk,
and undertaking of wrong way risk transaction would require prior
approval.

Under the terms of our current collateral obligations under derivative
contracts, we estimate based on the positions as at 31 December
2013 and 31 December 2012 that the Bank would be required to
post additional collateral of HK$4.0 million and HK$53.9 million,
respectively, in the event of one notch downgrade in the Bank's credit
ratings.

The following tables summaries the Group's main default risk
exposures which arise from securities financing transactions and
derivative contracts, which are calculated using the current exposure
method.

Fubon Bank = #BR1T

()

FERBEE 2EMIE (@)

(ii)

METARGHFRERRERZER

TETAZ EERBREEEKRAERAR
MEZEZ RREERR 2 G - ZFEFE
RRIERR 7 EFEREEREN
TTEE - AMTARHRBRERZERHH T
TEH B AR -

EXZHFEZINERRARESEERRAK
ERPERZNTSREREXREEBRE
ELFRRR - EERRREEEER R
TR BENIE N - AEEES ZEHE R
TR Fp ARSI SR MR - DA A S5 1) B 32
SERE LA ©

RIETETEANETERKAEEL 2 &
o MAITEESERATHA—H  BMERZ
T—=F+_fA=+-—Bk_FT——F+—
B=+—B88kRbs - NTAED BIRESE
HNE I Fh4,000,00078 7T % 53,900,00078 7T, ©

TRELAEBNBEMER S RITETA
AWREENEERORAR - HERDSE
LR o
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(1) ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT (1)

(continued)

FERBEE 2EMIE (@)

(ii) Counterparty credit risk-related exposures for derivatives (i) TTEIAXRZHFEERBREREZRR(E)

(continued)
(1) The analysis of the major classes of exposures by counterparty (1) BRXSEFERSTZEERBLER
type is as follows: DT :
2013
=
Securities
financing Derivative
transactions contracts
BHFRMERS FTETIAEH
HK$'000 HK$'000
TERT FERT
Notional amounts: BESHE
Banks $RIT 5,418,118 28,937,248
Corporates i - 18,022,519
Others =i} - 4,211,486
5,418,118 51,171,253
Default risk exposures: EHERE
Banks SRTT 204,848 457,464
Corporates = - 341,973
Others EHAith - -
204,848 799,437
Risk-weighted amounts: ERsnESRE
Banks AT 40,970 178,836
Corporates = - 341,973
Others HAh - -
40,970 520,809
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(1) ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(continued)

(ii) Counterparty credit risk-related exposures for derivatives

(continued)

(1) The analysis of the major classes of exposures by counterparty

type is as follows: (continued)

Notional amounts:
Banks

Corporates

Others

Credit equivalent

amounts/net exposures:

Banks
Corporates
Others

Risk-weighted amounts:
Banks

Corporates

Others

Fubon Bank = #BR1T

CEEa
RIT
1S3
Hit

FEEE
S8 RBEE
RIT
§= S
HAth

E NS
RAT
f1= 3
HAth

() EERBREEZEMEE
(i) TEIEAXSHFEERBAERZEE(E)

(1) BZXSHUFERIDTZEERRER
DT : (8)

2012

OTC
derivative
transactions
BIMTAE
TARS
HK$'000
FAT

22,638,544
5,098,837
2,754,208

30,491,589

312,190
79,245

391,435

123,315
79,245

202,560
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT () FERREEZFEIMIEGE)
(continued)
(ii) Counterparty credit risk-related exposures for derivatives (i) TTEIAXRZHFEERBREREZRR(E)
(continued)
(2)  The analysis of counterparty credit risk exposures is as follows: 2) XRIZHFEERBROWTHT :

Gross total positive fair value
which are not securities
financing transaction

Default risk exposures net of
bilateral agreements

Default risk exposures net of
cross-product agreements

Recognised collateral held:
Debt securities

Cash on deposit with the Bank
Equity securities

Default risk exposures net of
recognised collateral held

Risk-weighted amounts:

FESRMERHERTEEETE

RS 2 2 AR

HBRBEMR R ENRR

FEHNERTERR
AR
FRRAAITHREFHR
IRAE %

MRS NER AR R 2 ENRR

BB INESE

There were no outstanding credit derivative contracts as at 31

December 2013.

2013
—EB—=fF
Securities

financing Derivative
transactions contracts
BERMERS FTETEEYN
HK$°000 HK$’000
FHET THET
- 206,903
5,418,118 819,798
5,418,118 819,798
5,213,270 -
- 14,139,292
- 10,556
5,213,270 14,149,848
204,848 799,437
40,970 520,809

RZB—=F+"HA=+—H IH&
EELTETAAR °
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(1) ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(continued)

(ii) Counterparty credit risk-related exposures for derivatives
(continued)

(2)  The analysis of counterparty credit risk exposures is as follows:
(continued)

Non-repo type transactions: FEBERIRS :

Gross total positive fair value ERAF(EEEE
Credit equivalent amounts FEEESHE
Recognised collateral held: BEWER KRR
Cash on deposit with the Bank  FHRARITHIE S 1EHR
Equity securities ARANFE %

Credit equivalent amounts or EEZESERK
net credit exposures net of BENERTEARZ

recognised collateral held EERKFE
Risk-weighted amounts: ERRIESRE :

There were no outstanding repo-style transactions and credit
derivative contracts as at 31 December 2012.

Fubon Bank & #BR1T

() FERREZEIME @

(ii) PTEIAEXSHFEERRERZER(E)

2 RZUFEERBITET : (B)

2012

oTC
derivative
transactions
BIMTAE
TARS
HK$'000
FAT

134,297
403,833

7,768,583
18,916

7,787,499

391,435

202,560

R-TE——F+_A=+—8 ¥E
EEERRG REETETAGYN -
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(J)

(K)

(L)

ADDITIONAL DISCLOSURES ON EQUITY EXPOSURES IN
BANKING BOOK

Equity holdings taken by the Group are differentiated between those taken
for strategic reasons and those for long term investment for capital gains.
Equity holdings taken for strategic reasons include the Group's investment
in companies providing financial services which nourish the spectrum of the
Bank’s banking services. These include provident fund services provision,
electronic payment services provision, and e-banking infrastructure and
platform provision. All these investments are classified as “available-for-
sale financial assets” and measured at fair value as described in Notes 2(g)
and 45.

In respect of long term investments: BRARBRE :

Cumulative realised gains/losses RENHE RER 2 REER

from sales and liquidations Wzt E518
Unrealised gains/losses KEB W EE
— Amount recognised in reserve —RHEARERER
but not through profit or loss BiRBEmR S5

ADDITIONAL DISCLOSURES ON RISK MANAGEMENT ON
INTEREST RATE EXPOSURES IN BANKING BOOK

In accordance with the prudential return “Interest Rate Risk Exposures”
issued by the HKMA, the Bank calculates, on a quarterly basis, the impact
on earnings over the next 12 months under a scenario of which all interest
rates other than prime rises 200 basis points.

As at 31 December 2013, the 200 basis points interest rate rise would
increase earnings over the next 12 months on the HKD interest risk
positions by HK$114 million (2012: HK$68 million) and decrease earnings
over the next 12 months on the USD interest risk positions by HK$56
million (2012: HK$21 million).

CORPORATE GOVERNANCE

The Bank is committed to high standards of corporate governance, and
has fully complied throughout the year with the guidelines on “Corporate
Governance of Locally Incorporated Authorised Institutions” and “Guideline
on a Sound Remuneration System” issued by the HKMA.

(J)

(K)

(L)

RITARFE W2 IRE R 2 BN R

REBFE 2 A IR IAR I RE KA R BK
B AREVE AWz 5 A 2 BRHE o LASR RS R B 4%
BEREEASREARNREHRERRBEZATZE
B EAMARTZRITRBEE - ZFRBE
FEREXEERYE - EFNFRBEREFRITE
BRiENTFE - IARSREDSER [AIHEE
SREE ] RRATEEE (HTE2(g) R 45T
i) e

2013 2012
—E-=F —ZT——fF
HK$'000 HK$'000
T THT

RITARF W Z AR E R EE 2 BN E

ZREBSRERE B AR RR [ F @R
> RNTRFEEERBRSEEMNEIINZE
FE L7200 ERER 2 BERAEHRRT—EAZ
BNz E -

R=ZF—=F+=-A=+—8 " F=EEFH200E
B2 ER R+ —EABTHERRBRIEE ZEF
1 1)1114,000,000 7T (= Z— — 4 : 68,000,000
L) BERK+ @A EZTHREK S A D
56,000,000/ 7T ( =& ——4F : 21,000,000/ 7T) °

EEER

RTBABTRKFEEER  YRAFE—H
BT2ERBRMZ [AEMRAEENDEER
55l K R a0 BHIEES] ] -
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(M) KEY COMMITTEES

The Board of Directors has established five Board Committees to assist
it in carrying out its responsibilities comprising the Audit Committee,
Nomination and Remuneration Committee, Risk Committee, Executive
Credit Committee and Executive Committee. In addition, a number of
management level committees have been set up by the Board to oversee
the effectiveness of the Bank’s daily operations including, inter alia, the
Management Committee, Asset and Liability Committee, Internal Control
and Compliance Committee, Credit Committee and Wholesale Credit
Committee. The composition and function of these committees are set out
below:

(i) Audit Committee

The Audit Committee comprises three members including one Non-
Executive Director and two Independent Non-Executive Directors.
The Audit Committee is chaired by an Independent Non-Executive
Director who has appropriate accounting professional qualifications.
The Committee meets at least four times a year and additionally when
deemed necessary.

The Audit Committee is required to ensure that there is adequate
supervision of the Bank’s financial reporting processes, systems of
internal control, that the internal audit function is effective and backed
by adequate resources and has appropriate standing within the Bank.
It is also required to ensure that there is coordination between the
internal and external auditors, to monitor compliance with internal
policies, statutory regulation and to consider recommendations made
by the internal and external auditors.

The Audit Committee has to review the Bank’s financial reporting
process, the systems of internal control, the internal audit function
and the risk management process. In particular, the review
undertaken by the Audit Committee on the internal audit function
includes the Internal Audit Charter and its approval, the annual
audit plan, internal audit reports and special investigation reports
issued, and ensuring that appropriate management actions are taken
following the major audit findings.

The Audit Committee has also to review the appointment of external
auditors and to discuss with them the nature and scope of their
audits. The Audit Committee will also review the interim and annual
financial statements before recommending them to the Board for
approval.

Fubon Bank &= #BR1T
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(M) KEY COMMITTEES (continued)

(ii)

(iii)

Nomination and Remuneration Committee

The Nomination and Remuneration Committee comprises the
Non-Executive Chairman, Non-Executive Vice Chairman and three
Independent Non-Executive Directors of the Bank. The Committee
meets periodically and as required and provides oversight of
the management of the Bank’s human resources including the
appointment of directors and the Chief Executive Officer & Managing
Director (“CEQ"). The Committee has to establish the Bank's overall
human resources management framework to ensure that the Bank is
in compliance with the applicable government regulations and follows
the market best practice whenever possible. The Committee is also
responsible to ensure that directors and the CEO appointed possess
the necessary and appropriate qualifications to perform and discharge
their duties.

The Committee regularly reviews whether each existing Director
continues to remain qualified for his post. It also reviews
the structure, size and composition of the Board and makes
recommendations on any proposed change to the Board.

The Committee reviews and approves the remuneration of Directors,
members of board-level committees and Senior Management (as
defined under the Remuneration Policy of the Bank).

Risk Committee

The Risk Committee comprises four members including one Non-
Executive Director, two Independent Non-Executive Directors and
one Executive Director. The Committee meets at least four times
a year and additionally when deemed necessary and is required
to establish the Bank's overall risk appetite and risk management
framework, and to oversee Senior Management's implementation of
the Bank's risk policies.

The Risk Committee will review annually the Bank’s risk appetite
statement and risk management strategy. It will ensure that an
appropriate infrastructure, adequate resources and systems are in
place for risk identification, risk assessment, risk monitoring and
overall risk management. It is also required to provide oversight of the
Bank’s risk activities and ensure it is in compliance with all relevant
legal and regulatory requirements and that the best practices are
adopted by the Bank wherever feasible.

The Risk Committee is required to ensure that the staff responsible
for implementing risk management systems and controls perform
their duties independent of those involved in the Bank's risk taking
activities.

(M) =EESZEE(H)

(ii)

(iii)

RERFMHEES
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BRI ([1TRER]) - ZZE SR
TATEVEEBE A N B REIRELRARRAITIE
STE A BT R E R AT BE IR N AT
SREEN - ZZBETARRREREE
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(M) KEY COMMITTEES (continued)

(iv)

(v)

(vi)

(wvii)

Executive Committee

The Executive Committee comprises the Non-Executive Chairman,
Non-Executive Vice Chairman and the CEO of the Bank. It will
exercise the powers and authority delegated by the Board from
time to time concerning the management and day-to-day running
of the Bank. The Executive Committee will meet periodically and as
required and will operate as a general management function under the
auspices of the Board.

Executive Credit Committee

The Executive Credit Committee comprises the Non-Executive
Chairman, Non-Executive Vice Chairman and the CEO of the Bank. It
has the delegated authority to approve credit referrals or credit related
matters which require the approval of the Board. The Executive Credit
Committee will meet as required to review and approve requests for
customer credit facilities that require the approval of the Board. The
Executive Credit Committee will approve the Bank’s credit policies
and overall credit risk profile.

Management Committee

The Management Committee comprises the Bank's CEO, Chief
Financial Officer, Head of Legal and Compliance and senior
management personnel as appointed by the CEO. The Management
Committee is the key decision making body for the Bank and is
responsible mainly for the running of the Bank’s day to day business
under the authority delegated by the Board and within the strategy
and business plan as approved by the Board. This Committee is also
responsible for the formulation of the Bank’s business strategies
and major bank-wide initiatives for the Board's approval. The
Management Committee meets at least once a month to evaluate
and approve new business proposals, coordinate among business
and support units during the implementation process, monitor the
implementation of the approved business strategies and bank-wide
initiatives, review the achievement of business targets and objectives
and the financial performance of the Bank.

Asset and Liability Committee

The Asset and Liability Committee (“ALCO") comprises the CEQO,
Chief Financial Officer and senior management personnel as
appointed by the CEO. The committee is responsible for providing
oversight of the Bank's operations relating to interest rate risk, market
risk and liquidity risk (collectively known as “financial risks”) as well as
capital management. The committee initiates, reviews and endorses
for the Risk Committee of the Board's approval the Bank's policies
on financial risks and capital management. It approves guidelines
relating to such policies, reviews and approves all major financial risk
management reports. ALCO also oversees the Bank’s investment
activities by establishing investment strategies within policies laid
down by the Board and reviews actual performance.
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(iv)

(v)

(vi)

(wvii)
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(M) KEY COMMITTEES (continued)

(viii) Internal Control and Compliance Committee

(ix)

(x)

The Internal Control and Compliance Committee (“ICC") comprises
the Bank's CEO, Chief Financial Officer, Head of Control & Risk
Management and the heads of different control, business and
support functions. The responsibilities of the Committee include
providing oversight of the Bank’'s exposure to operational and legal
risks, overseeing the Bank’s compliance and anti-money laundering
("AML") activities, ensuring the Bank has in place an effective internal
control and compliance framework, assisting the Risk Committee in
establishing a sound internal control and monitoring system to ensure
overall compliance within the Bank.

To ensure an effective internal control and compliance framework
is in place, the ICC reviews policies and approves guidelines
relating to control and compliance risks, receives and discusses
reports submitted by various risk management units and promotes
internal control and compliance culture. To maintain the Bank’s
overall compliance standards, the ICC reviews and discusses major
compliance or AML or operational risk events, latest developments
in statutory or regulatory requirements applicable to bank, progress
of implementation of new statutory or regulatory compliance or AML
requirements and progress of rectification of audit findings.

Credit Committee

The Credit Committee (“CC") meets weekly and its mandate is
to provide oversight of the Bank's credit risk management. The
committee is chaired by the Bank’'s CEQO, and consists of senior
executives of the Bank, all are members of the Management
Committee.

The CC reviews and endorses credit policies and credit risk profile of
the bank for the Executive Credit Committee (“ECC")’s approval, and
reviews and approves credit related guidelines. The Committee also
reviews and approves requests for customer credit facilities that are
within the CC’s authority as delegated by the Board, and reviews and
endorses requests before their submission to the ECC for approval.

The CC also provides periodic and timely credit related management
and stress testing reports to the ECC.

Wholesale Credit Committee

The Wholesale Credit Committee (“WCC") is chaired by the Head of
Control and Risk Management Division of the Bank, and comprises
senior officers of the Bank. It meets weekly to review and approve
request for wholesale customer credit facilities that are within its
authority as delegated by the Board.
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(N) DISCLOSURE ON REMUNERATION

General

The Bank's remuneration system is applicable to all staff of the Bank and its
subsidiaries. During the financial year, the Nomination and Remuneration
Committee reviewed and approved, inter alia, the Bank’s Remuneration
Policy. The definition of Senior Management was also revised to include
more senior executives of the Bank.

The Bank’s remuneration system is based on the following principles:
- alignment of compensation to its profitability, risk and capital;

- maximization of employees’ and the Bank’s performance;

- attraction and retention of talent; and

- calibration to the differing needs of each division and staff's levels of
responsibility.

The remuneration packages of the Bank's staff may comprise fixed and
variable components which are structured to reflect the prevailing context
in which the Bank operates and the Bank’s intended performance. Fixed
pay includes base salary, fixed allowance and year-end double pay, while
variable pay may cover sales incentives, year-end discretionary bonus and
share options. The use of different variable pay forms depends on a number
of factors such as the appropriateness of the forms in coping with the long
and short term business goals of the Bank, staff retention and risk factors.
Deferment mechanism on variable pay will be implemented if the staff
member’s variable pay in cash exceeds the pre-determined thresholds.
The deferment period for the excess portion of the variable pay in cash
will be 6 months for general staff and 36 months for Senior Management
reflecting their relative responsibilities and role. The award of deferred
variable pay in cash should also be subject to pre-defined conditions such as
the performance and behaviour of the staff member concerned. In addition,
a clawback mechanism may be applied in specific circumstances related to
the staff member’s individual performance.

The Nomination and Remuneration Committee when considering the
budget for salary increase will take into account a number of factors
including, but not limited to, latest market and industry practice, yearly
inflation rate, the results of annual surveys on trends in pay and salary
adjustments made in the last financial year. The salary increase budget
will be approved by the Nomination and Remuneration Committee and
the salary increase for individual staff members will be determined by the
CEO taking into consideration performance of the relevant staff, latest
market situation and industry practice and any pertinent reasons for the
recommendation which may be relevant.
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(N)

DISCLOSURE ON REMUNERATION (continued)

Senior Management and Key Personnel

There were 16 employees classified as Senior Management in the financial
year. The remuneration packages of Senior Management (Note 1) and Key
Personnel (Note 2) are determined by the Nomination and Remuneration
Committee with reference to the following factors:

- overall business performance of the Bank;

- general economic situation;

- latest market and industry practice;

- risk and responsibilities;

- individual contributions to results as confirmed in the performance
evaluation process; and

attraction and retention of talent.

Note 1: Senior Management refers to those senior executives whose performances
have significant impact on the Bank’s operations and results. They include the
following positions:

- Managing Director/Chief Executive
- Alternate Chief Executive

- Executive Director

- Executive Vice President

- Management Committee Member

Note 2: Key Personnel refers to those executives other than Senior Management who
are engaged in trading and dealing activities which involve the assumption of
material risk or the taking on of material exposures on behalf of the Bank. In
the financial year, the Bank did not have such personnel.
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(N) DISCLOSURE ON REMUNERATION (continued) (N) BT (&)
Senior Management and Key Personnel (continued) EREEEREEST (A)
The aggregate quantitative information on remuneration (Note 3) for the TTEREBEBREZEE TRAMREE 25
Bank's Senior Management and Key Personnel for the financial year is set (MizE3) @z EREHF T «
out below:
() Amount of remuneration for the financial year, split into fixed and i) AFURFEFMEEE HAEEE R ZFEHH
variable remuneration: [
Non-deferred Deferred
EZnANEAT)| AT B
(Amount in HKD) (Amount in HKD)
(BreE) (BreE)
Fixed Remuneration [E] £ 5 B
Cash Re 34.92 million Nil
34.92BE8 i
Variable Remuneration TR ED
Cash Re 5.97 million
(Year-end bonus
paid in 1/2014) Nil
B.97EE
(R=Z2—mF—A
S Z FHEAEAL) i
Share options granted in 2013 REZE—=FREERE Nil Nil

i i
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(N) DISCLOSURE ON REMUNERATION (continued)

Senior Management and Key Personnel (continued)

(i)

Aggregate amount of outstanding deferred variable remuneration split

into vested and unvested:

Vested
Cash

Share options

Unvested
Cash

Share options

=320
B

fERHE

REE
R

ERHE

(N)

B ()

SREEEREEST (B)

(i) ENFBHFH(DSCEBEREREE) 28

ClE

Awarded for
Performance Year

Awarded for
Prior Performance

2013 Years
M- —=FE2ZXRE M-B—=FEa
ISR ZBE ZREMBKRZAHE
(Amount in HKD) (Amount in HKD)
(BreE) (BreE)

5.97 million
(Year-end bonus 0.51 million
paid in 1/2014) (see iii)

5.97 58
(R=Z—mF 05188
— AST 2 FARIELT) (RRT=Eiii)
Nil Nil
Nil 0.12 million (see iii)
= 0.128& (RMEEi)
Nil Nil
i it
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(N) DISCLOSURE ON REMUNERATION (continued)

Senior Management and Key Personnel (continued)

(i) Aggregate amount of outstanding deferred variable remuneration split
into vested and unvested: (continued)

There was no deferred variable remuneration being reduced through
performance adjustments in 2013.

(i)  The deferred portion of the year-end bonus awarded for prior
performance years totalled HKD 0.51 million in relation to two Senior
Management members were paid during the financial year. The
outstanding deferred amount of 0.12 million will be paid subject to the
fulfilment of vesting conditions and period.

(iv)  Total amount of outstanding deferred remuneration and retained
remuneration exposed to ex post explicit/implicit adjustments is set
out below:

Total amount of outstanding deferred
remuneration and retained
remuneration exposed to
ex post explicit implicit adjustments

B B AR R BN A A5 R R

(N) et (&)
SREEEREEST (B)

(i) ENFBHFH(DSCEBEREREE) 28
LERNE))

REB—=%F  WEEEMFBZHHMER
KB RMAE IR

(i) HRMESREEEKBHEBTZFR
REMRBERBO N BREEAN © BT
M2 EETTIREENE D - BETARBIE
T RABER IR T

(iv)  PMRIRIERIARE R 2R 2T NEHI X
RIRAZ INARAEERTR - IRBTIAT

(Amount in HKD)
(BrerE)

REFHRIEH AR RS REENH

0.12 million
0128

Total amount of deferred remuneration RAABREE @ £F « I RKKRES

awarded, paid out and reduced S R 2 E S E B e 5E
through performance adjustments

during the financial year

(v) A total of HKD2.3 million guaranteed bonus in respect of two Senior
Management members was paid during the financial year.

(vi)  No severance payments were awarded during the financial year.

Note 3: Remuneration refers to all remuneration payments payable to employees
during the financial year of 2013, The remuneration also includes
remuneration payments to two resignees during the financial year 2013.
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(0) MARKET RISK MANAGEMENT

Details of the Group’s market risk management policies and measures have
been set out in Note 48(b).

The Group calculates VAR with a confidence level of 99%, a holding period
of one trading day and using a 1-year historical observation period. The
VAR methodology adopted by the Group is historical simulation approach.
Historical simulation uses scenarios derived from historical market rates/
prices and takes account of the relationships between different markets
and rates. The VAR model is helpful in measuring the bank’s exposure to
day-to-day market fluctuations. It is not intended to measure the bank’s
exposure to individually significant events such as the bankruptcy of a major
financial institution.

The Group has measured VAR for all material trading portfolios. The VAR
results as shown in the below table are calculated independently according
to the underlying positions, and historical market movements.

At 31 December B+=—A=+—8H

VAR by risk type: R 7.2 R

Foreign exchange risk e
Interest rate risk 2= @ g
Equities risk AR R B
Total VAR BEfRE

The Group adopts a prudent approach to managing its trading portfolios,
and reduces any excessive market risk by executing offsetting transactions
or hedging contracts with other market counterparties. Market risk ensues
once the Group takes positions in markets such as foreign exchange,
interest rates, securities and equities. Such positions are driven by
execution of customer orders, proprietary trading and hedging.

The Group’s maximum market risk exposures are set by the ALCO.
Exposures are monitored and reported to the management regularly. The
average daily revenue generated from the treasury’s trading activities for
the year was HK$126,679 (2012: HK$93,449) and the standard deviation
was HK$268,469 (2012: HK$93,143). An analysis of the Group’s trading
revenue is shown below:

(0)

™%k E

NEEZ ISR ERER RS2 FEH R K
T 48(b) °

REBAMELKTERN% HEHR—EXSE
MFER—FELERMUGERRE - NEBEFAHR
RAMBERETEREEBEE - B EFDER
RBETISEE B LEBTRAHEREEX
ZEMEE - RREEXF R BRITARH
BEmEKBNRR  BESFERTARERNE
AEHH R - PIIIAR & RIHEEIE

FREEABEHASARSEANARE - T
T 51 7% 0 LR (B A SR T 4 BRI 8 R OB (T4
SRR LY -

2013 2012
—E-Z=F —ZT——F
HK$'000 HK$'000
FExT FHAT

16 22

101 454

117 458

AEERK-—EFENDEZERERZES I
FEREMTSRAEZTEHERZRETEH - U
R EMBET SRR - EREERINETS
MEMZERFERETSREREGELTS
R MELERRABEFHNRZER BEE
B R EOEEMAELRIRA ©

AEEzEEMERBREAEREEABLZE S
o WEHSZIEERARNETEREER - FRH
WER S EERSHFHERKE S 126,679 7T
(ZZ— =4 : 93,4498 71) * IZE(RE5 268,469
BIL(ZZT— 4 :93,14387T) - AEBZR 5
ST
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(0) MARKET RISK MANAGEMENT (continued) (0) mEREEEEE)

B

Daily Distribution of Trading Revenue
for the Year Ended 31 December 2013
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for the Year Ended 31 December 2012
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This shows a maximum daily loss of HK$973,621 (2012: HK$207,218) with LA FERBIRAR20K(ZTE—ZF : 247K) R
56 days (2012: 25 days) out of 250 days (2012: 247 days) showing losses. SHM  B6R(ZE——4F : 26K)$REBEE &
The most frequent results were observed in daily revenue falling from =T HAEE973,621 8L (=T — =4 : 207,218
HK$100,000 to HK$150,000 (2012: HK$100,000 to HK$150,000) with 39 BIL) c & B RRZKE RS BT T 100,000
occurrences (2012: 70 occurrences in the range). The highest daily revenue 77T 2 150,000 7% 7T (=& — =4 : 100,000 7T
was HK$2,158,373 (2012: HK$575,329). Z 150,000/ 7T ) - WHRZ AR HFEIVR(=ZF

——F : RZMARIHEIRT0R) - e EEKRES
2,158,373 L (ZE— =4 : 575,329 L) °
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