Unaudited Supplementary Financial Information

AREERMTNBER

(A) CAPITAL ADEQUACY RATIO (A) BEXZZLEE
As at
i

31 December 31 December

2014 2013

—E—lmF —E-=F

+=—BA=+—-8 +=—A=+—8H

% %

Btk BH

Total capital ratio 48 & ANt R 17.96 16.33

Tier 1 capital ratio —REARLLE 12.65 10.44

Common Equity Tier 1 (“CET1") capital ratio 3% i i 4~ — 4% & 7 bt & 12.65 10.44
The capital ratios as at 31 December 2014 are computed on a R-E—NFEF+_A=+—H BALERER
consolidated basis which comprises the positions of the Bank, Fubon BReEEGE ZELEPESERREEE
Credit (Hong Kong) Limited and Fubon Factors (Hong Kong) Limited as EMBREZART EHMEEBARATR
required by the HKMA in accordance with section 3C(1) of the Banking EMBAIR(FH)GRAE 2R - Wiz B(EE
(Capital) Rules (“the Capital Rules”) for its regulatory purposes. TEER)FAUD(EARREA])BEICERE -
Capital ratios are compiled in accordance with the Capital Rules issued by BEALERDNBESERMBEMOERNRAG
the HKMA. The ratios as of 31 December 2014 are compiled in HE- R-B—NME+-_A=+—HzZ2EARLX
accordance with the amended Capital Rules effective from 1 January DIREBEAEERIEEREANTE =M EEET
2014 for the implementation of the “Basel Il capital accord. WHR=ZF—NF—A—BESNERNRA R

5o
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(A) CAPITAL ADEQUACY RATIO (continued) (A) BEAFEEEEM@)

BT AN 2GR EERET BB IRELER
— B EBRFINHEEA LR G EERE
B EEARLERHRGEAFTAZHE QR
R

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:

As at 31 December 2014
R=B-mE+=B=+-H

As at 31 December 2013
RZB-=4+-A=1-H

210

Name of subsidiaries Principal activities Total assets Total equity Total assets Total equity
WERAREH TEEH EEBE BnlE REQE Enff
HK$'000 HK$'000 HK$'000 HK$'000
TR FET THL FEL
FB Securities (Hong Kong) Limited Securities broking 218,828 118,381 236,185 85,818
EREH(FR)ERAA E5ER
FB Investment Management Limited Fund management 20,856 18,467 18,881 18,712
EREAERBRAR HeER
Fubon Insurance Brokers Limited Insurance broker services 1,842 1,288 2,176 1,768
ERRBEMNBRAR R RS
Fubon Nominees (Hong Kong) Limited Nominee service 3412 144 3,365 143
RE AR
Easygrand Investments Limited Inactive 2 2 2 2
RRBEERAR EXT
Aquarius (Nominees) Limited Inactive 6 6 6 6
BXK
Admiralty Finance Company Limited Company secretarial 63 63 63 63
BEREAERAR RAWE
Hongroll Limited Investment holding 10 4 10 4
REHR
Battell Investments Limited Inactive - (315) - (315)
BXK
Fubon Capital (HK) Limited (Liquidated in 2014)  Inactive - - 10,466 10,466
EARE(ER)ERAA(R-Z-—MERR) EEHK
245,079 138,040 271,154 116,667

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 40, 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.

Fubon Bank = #BR1T
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(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 Disclosures” section on the Group's website
(http://www.fubonbank.com.hk).

LIQUIDITY RISK MANAGEMENT

Average liquidity ratio I REE & =&

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 the Bank and Fubon Credit (Hong Kong)
Limited as required by the HKMA for regulatory purposes.

(A)

(B)

BEAFTBHEE@®

BIREARA  AKRBEERBMREL A
HERER kTS ERZRBRINEEEREK
RIERERTAIGFELEERR -

REGGERITE(BRE)RAD)  ~EBEELRE
= 48 34 ;A (http://www.fubonbank.com.hk) [ 5 &
BEI-—RTEREERETENZERNRKE
—PAREEE R EBRERANBEINER -

RBEERBER

For the year ended
BE+-A=t—HLEE

31 December 31 December

2014 2013
—E-mF —E—=F
% %
BA BO
48.56 48.06

HAFORBESLEZIASEE A FH L X
MEEFHHRAE - BEEAFOLELRE
(BEBRITEGOIDHERMOOREFE L EIR
AEBRBE S MR B BRE ] MABS)E) E1(2)
B R BFER

PALXEZEREESELEFE ZEEBES

ERAREEEBMNMBZATREANE(F
BIERRB ZHR -
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(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (C) RITESENEFERNE— DN
ANALYSED BY INDUSTRY SECTOR
Advances to customers analysed by industry sector and the coverage of RITEREBERERNEFERSTAOT o &
collateral is as follows. The economic sector analysis is based on the BOIEIWMDERERMERBANERRE
categories and definitions used by the HKMA. E-
The Group
A&
2014 2013
—E-NmF =%
% of gross loans % of gross loans
Gross loans and covered by Gross loans and covered by
advances collateral advances collateral
RERAZEREE FERZEREE
ERRENAR NEEzEAL ERRERER REBZBDL
HK$'000 % HK$'000 %
T#ET BAk TET BAL
Gross advances for use in Hong Kong EEBFERNERLSE
Industrial, commercial and financial THEER
~ Property development -MEER 1,470,447 57.43 1,639,903 29.95
- Property investment -MERE 9,831,127 92.06 10,085,688 91.79
- Financial concerns -SRbE 1,282,934 5.29 649,367 0.30
— Stockbrokers -REER 904,780 48.05 113,333 -
- Wholesale and retail trade -BHERTEX 227,796 4154 338,389 16.18
- Manufacturing -BEE 1,046,117 5.14 576,996 14.77
- Transport and transport equipment -BHNERRE 427,387 5.79 482,426 6.63
- Information technology B -EEN T 232,654 - 635 100.00
- Others —Hft 2,272,020 35.54 1,236,762 3329
Individuals @A
- Loans for the purchase of flats under  -BE[E&EBHEE
the Home Ownership Scheme, B [RAZEBERE
Private Sector Participation Scheme FEIRIAEEERE
and Tenants Purchase Scheme or FEISEZENE
their respective successor schemes BIAENEFNER 7,029 100.00 7,879 100.00
— Loans for the purchase of other -BEAMEEME
residential properties HER 8,934,967 99.96 8,391,612 99.65
- Credit card advances -ERRER 1,024,474 - 827,979 -
- Others -Hft 2,427,725 4156 1,547,203 53.80
30,089,457 25,798,172
Trade finance BB 4,177,851 11.33 3,033,382 12.91
Gross advances for use outside EEBLIMERE
Hong Kong B 6,100,451 5.19 5,913,309 3.52

Gross advances to customers REERASE 40,367,759 54.79 34,744,863 57.87

212 Fubon Bank = #BR1T
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(C) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (C) BITESBENEFERNE—SH I (H)
ANALYSED BY INDUSTRY SECTOR (continued)
Analysis of the Group’s impaired advances in respect of industry sectors BRITEDMEEFERAEE10% A FHARE
which account for 10% or more of gross advances to customers: EREEZNT :
Provisions
released
back to
income Loans

Individual ~ Collective statement written off
Overdue  Impaired impairment impairment during the during the

advances  advances allowances allowance year year
FRAR
BRRE HFERE WERAE FAME
BHER REER & BE RzER ZER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
As at 31 December 2014 H=-E-MFE+=-f=+—H FTERT TR THER TER TER TExT
— Property investment -MERE 6,057 - - 374 (783) -
- Loans for the purchase of -BEHMEZMENER
other residential
properties 12,626 - - - (1) -
— Trade finance -BH5mE 707 707 200 1,039 (10,794) -
- Gross advances for -EEBNIMERNERLE
use outside Hong Kong 2,898 2,898 2,898 50 (1,755) 2,759
New
provisions
charged to
income Loans
Individual ~ Collective  statement  written off
Overdue Impaired  impairment impairment  during the  during the
advances  advances allowances  allowance year year
FRR
WK=K A
BRRE HERE Mz FAME
BHER  AEER B BfE s 28R
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
As at 31 December 2013 RZE-—=%+=-A=+—H FTET FHET FTHET FTHET FHT FTET
- Property investment -MERE - - - 1,157 (1,322) -
— Loans for the purchase of -BEHMEZMENER
other residential
properties 9,085 - - 1 (13) =
— Gross advances for -EBBUIMERNER BT
use outside Hong Kong 6,896 6,896 6,896 589 (2,269) 610
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(D) OVERDUE AND RESCHEDULED ASSETS (D) BMHERKELHEE
(i) Overdue advances to customers (i) BHEEFEX
The Group
r&EE
2014 2013
—Z-QmF —E-=F
% of gross % of gross
HK$'000 advances HK$'000 advances
HERBEL HEFBE L
THL BAL T R
Gross advances to customers which have REEERERIAEE

been overdue with respect to either principal | &G 8 5 :
or interest for periods of:

-6 months or less but over 3 months -~E AR T
=AML 1,795 0.00 2,101 0.00
~ 1 year or less but over 6 months -—EFUTHEREA
PAE 7,469 0.02 546 0.00
- Over 1 year -BB—F 3,661 0.01 5,863 0.02
12,925 0.03 8510 0.02
Covered portion of overdue loans BRETRERNBERDD
and advances 7,962 -
Uncovered portion of overdue loans BRERREFNEERTH
and advances 4,963 8,510
12,925 8,510
Individually assessed impairment RaBRE=BAZERME
allowances in respect of advances Z (BRI R A
overdue for more than three months 4,092 7,062
Loans and advances with a specific repayment date are classified as AREEERBOBERRERERRE K
overdue when the principal or interest is overdue and remains FBBAERFRDAXMREDER
unpaid at the year-end. Loans repayable by regular instalments are BEE e 2 BN RERNEFEND S
treated as overdue when an instalment payment is overdue and HEFEABARFRDRINEHR
remains unpaid at year end. Loans repayable on demand are REBH HEREENEREMRRA
classified as overdue either when a demand for repayment has been KEEEERETERBEERKBINER
served on the borrower but repayment has not been made in R/REERCHERBECAEERA
accordance with the demand notice, and/or when the loans have HOBESEAE RO PR AR - T H B AN R AUA
remained continuously outside the approved limit advised to the FIT A% A IR 7 ) By ] L 5 S R ) By R
borrower for more than the overdue period in question. KBS HERERS -
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(D)

OVERDUE AND RESCHEDULED ASSETS (continued) (D)
(ii) Rescheduled advances to customers

Rescheduled loans and advances are those loans and advances
which have been restructured or renegotiated because of
deterioration in the financial position of the borrower, or of the
inability of the borrower to meet the original repayment schedule
and for which the revised repayment terms are non-commercial to
the Group. Rescheduled loans and advances to customers are
stated net of any loans and advances that have subsequently
become overdue for over 3 months and can be analysed as follows:

BHRKELAEE (B

(ii)

EEERANEFEN

EEETANERRERRIEHRER
A B IRAR S B 55 sl SRR AR R TE B R
FMBEETERANKENRENE
AR E R B R B E R S E R A
SEBEIBEGER  EEERHNEP
ERRERTDMKREREZASER=@E
B 5 R R E G BR - 30 AT 9 4T 40
T

The Group
N1 |
2014 2013
—E-pmF 2%
% of gross % of gross
HK$'000 advances HK$'000 advances
HERBEZ RERBEL
THER Balt THT BAL
Rescheduled advances to customers BEEFHNTFER 3,806 0.01 4,347 0.01

(iii) Geographical analysis of overdue loans and advances to

(iii)

RUBSNMNEAMEFERRER

customers
The Group
A5E
As at 31 December 2014
RZB-HmE+ZA=+-H
Individually
Impaired loans assessed
Gross loans and Overdue loans (individually impairment
advances and advances determined) allowances
HERR
GRRENAE BRABEIRER (BRIEE) ERFEAERE
HK$'000 HK$'000 HK$'000 HK$'000
THET FET FHET TR
Hong Kong 0 38,405,116 12,627 8,476 4,928
Other HEhihE 1,962,643 298 298 298
40,367,759 12,925 8,774 5,226
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(D) OVERDUE AND RESCHEDULED ASSETS (continued) (D) BHRKEHEEH)
(iii) Geographical analysis of overdue loans and advances to (iii) EHXEINNEAHBEFERRER(E)

customers (continued)

The Group
REE

As at 31 December 2013
RZE—=5+ZRA=1+—H

Individually
Impaired loans assessed
Gross loans and ~ Overdue loans and (individually impairment
advances advances determined) allowances
WIERR
ERREZLE BRAEIREHR (ERIEE) MEAlFERERE
HK$'000 HK$'000 HK$'000 HK$'000
THT TAL TAT TET
Hong Kong Bt 32,916,838 7,693 13,289 9,130
Other HEhiE 1,828,025 817 817 817
34,744,863 8,510 14,106 9,947
The above geographical analysis is classified by the location of the A 3t [ 53 AT 2 £ FRON B AE 3 - AR AT %
borrowers after taking into account the transfer of risk. In general, RBREBERMmMEE — KM 5 - EEX
risk transfer applies when a loan is guaranteed by a party situated in B ER AR R R 58 F AR - Al
an area different from the counterparty. REREE = ERARMAEE -
The collective impairment allowance is not allocated to any R-B-—NER-F-—=F+-A=+
geographical segment as at 31 December 2014 and 2013. — B BESSRERESIRTEMR
@53 &
(E) CROSS BORDER CLAIMS (E) BHEERE
Cross border claims are on-balance sheet exposures of counterparties I R AEABERLETER TRAKBER
based on the location of counterparties after taking into account the BIEZSGHFREMAENRR EEENE
transfer of risk. For a claim guaranteed by a party situated in a country BAFEREZBREIRARSEFZAMERSK -
different from the counterparty, the risk is transferred to the country of AlEERBEEBR S ERAZERR - 8817
the guarantor. For a claim on the branch of a bank or other financial FEMERBEESITHEERR A EEH A
institution the risk will be transferred to the country where its head office FERR EBREBEKEAEIEGEEI0O% KA
is situated. Claims on individual countries or areas, after risk transfer, FTHERBRRF R ERENT :
amounting to 10% or more of the aggregate cross-border claims are
shown as follows:
The Group
AEE
As at 31 December 2014
R=B-Om&E+=-A=+—H
Public sector
Banks entities Others Total
Figures in HK$ Million HEER R 1T NEHE Hit Pk
Asia Pacific excluding Hong Kong AR (M BIEE#) 20,081 289 5,520 25,890
— Of which Australia — E A 3,566 - 1 3,577
— Of which China —-Hepr 11,030 289 4,108 15,427
North America 4b =M 3,031 2 83 3,116
— Of which USA -Hx 2,895 2 81 2,978
Western Europe ricp i 4,144 - 101 4,245

216 Fubon Bank = #BR1T



Unaudited Supplementary Financial Information R&#&%% %I E

(E) CROSS BORDER CLAIMS (continued) (E) BERMERE (@)

The Group
REH
As at 31 December 2013
RZE—=F+=A=+—8
Public sector

Banks entities Others Total
Figures in HK$ Million BHEBTT RIT NERE HAh FER ]
Asia Pacific excluding Hong Kong DAME (TEESRS) 15,322 384 3,759 19,465
— Of which Australia — H AR 3,219 - 11 3,230
— Of which China -Er 9,384 384 2,723 12,491
North America 1E =M 2,939 4 108 3,051
— Of which USA -HAxXH 2,924 4 99 3,027
Western Europe 7 4,044 - 114 4,158
(F) NON-BANK MAINLAND CHINA EXPOSURES (F) FERIERITEZRER
The analysis of non-bank Mainland exposures includes the exposure of REAMIERITECRABRZRESE R ZEER
the Bank and certain of its subsidiaries on the basis agreed with the TR EETHEB R R RS DT
HKMA.
2014
—E—mF
Off-balance
On-balance sheet
sheet exposure exposures Total
EERERRN BEEEEGERHN
Z BB Z BB B
HK$°000 HK$°000 HK$’000
FET FET FHET
Central government, central FREF - AREFHES 2 EENU
government-owned entities and their KEHNB AR KA E Q7]
subsidiaries and joint ventures (JVs) 5,371,139 148,123 5,519,262
Local governments, local MABE - A BEES 2 EBIA
government-owned entities and their NEHMB AR LA E Q7]
subsidiaries and JVs 2,273,897 - 2,273,897
Companies incorporated in and RAERMFRK Lz ATIREE
PRC nationals residing in RPABRAzPFEAR
Mainland China 1,186,854 - 1,186,854
Companies incorporated outside and RELEZEERRFEAM 2
PRC nationals residing outside Fh B A LA SN 3 [ 5 T AR S22
Mainland China where the credit is ARAIREEREBRMEZ
granted for use in Mainland China FEAR 3,083,406 466,511 3,549,917
Other counterparties where the AKITREBEERR &+ B A IE
exposures to whom are considered by $R{T¥ 2 REB 2z EbR 54 F
the Bank to be non-bank
Mainland China exposures - - -
Total FEk] 11,915,296 614,634 12,529,930
Total assets after provision BERE(BREE) 83,121,873
On-balance sheet exposures as BEABRAZEREEEREZ
percentage of total assets Bakt 14.33%
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(F) NON-BANK MAINLAND CHINA EXPOSURES (continued) (F) FEAIERTEZRRE)
2013
—F—=%F
Off-balance
On-balance sheet
sheet exposure exposures Total
BEGBEXRAN BEBEBERIN
2 B Z @B FER ]
HK$'000 HK$'000 HK$'000
FHET FHET FET
Central government, central FREMN - PREBAEE ZEENA
government-owned entities and their ~ R EK B A T R & & A f
subsidiaries and joint ventures (JVs) 3,396,540 493,930 3,890,470
Local governments, local WHBA M BFEE 2B
government-owned entities and their ~ RH B A A KA & QA
subsidiaries and JVs 1,534,587 141,697 1,676,284
Companies incorporated in and R B A EMK L2 AR RERE
PRC nationals residing in REEARLZFEAR
Mainland China 1,040,152 - 1,040,152
Companies incorporated outside and RELEZEERRFAREAM 2 F
PRC nationals residing outside AL LA S0 i [ 5 AR 32 2 A R R
Mainland China where the credit is BEEREEMEZFEAR
granted for use in Mainland China 2,774,610 701,241 3,475,851
Other counterparties where the RITREERER A&F B K

exposures to whom are considered by ZER1TE 7 EE 2 it 5% F
the Bank to be non-bank
Mainland China exposures = = =

Total 1B EE 8,745,889 1,336,868 10,082,757
Total assets after provision EEBEGREE) 71,427,245
On-balance sheet exposures as EEABRAZERGEEREZ

percentage of total assets Bt 12.24%
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(G) CURRENCY CONCENTRATION

(G)

The Bank’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:

PINCESE S

RITEBIINE O F R B ERFERERRE(
AN EFRAEREEERBAFED
10% A £ - BEBEAT :

As at 31 December 2014
R=Z2-WE+=A=+-H

us Chinese Other foreign Total foreign

dollars renminbi currencies currencies

Equivalent in HK$ Million BEBETEE eV AR H fth S I ERE
Spot assets HEEBE 26,670 5,584 7,301 39,555
Spot liabilities HEAaE (23,062) (4,302) (6,958) (34,322)

Forward purchase REIE A 9,811 4,682 3,498 17,991
Forward sales RHEH (13,526) (5,681) (3,845) (23,052)
Net option position HEERFE = = - -
Net long/(short) position &) 838 (107) 283 (4) 172
Net structural position EREMEEBRFE - 907 - 907
As at 31 December 2013
RZB-Z#+-f=+-H

New Other Total

Us Pound  Japanese  European  Chinese  Canadian Swiss ~ Australian ~ Zeasland  Taiwan foreign foreign

dollars sterling yen euro  renminbi Dollars franc dollars dollars dollars ~ currencies  currencies

Equivalentin HKS Milion ~~ AEBTEE eI Bt BT BT AR® MEAT RTAH Rt HENT a%  EMAE  BeE
Spot assets REEE 21,671 7 47 850 5,206 16 3 5,161 410 50 13 3350
Spot liabilities RERE (17,269) (134) (88 (508) (4,075) (221) (1 (4590 (522) (49) (40} (27,497)
Forward purchase EHEA 11,182 74 206 2,681 3718 205 17 161 129 159 2 18,559
Forward sales EHEL (15,588 (15) (166) (3,023) (4,840) = (19 (736) (17) (159) - (24563
Net option position HEEBREE - - - - - - - - - - - -

Net long/(short) position K/(8) 838 @ - () - 9 - - 4) - 1 - 1
Nt structural position EREftERTE - - - - 907 - - - - - - 907

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

HEERFEDLREMNES QNS HAE NE
RFREIBEEFHE HBUEARFEBEAT
RGN E R R AR E o
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(H) CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL H FE mEREBERBRNELRER
RISKS
(i) Capital requirement for credit risk (i) GFERBHMEARER
The capital requirements on each class of exposures calculated REER RESEEERR) FER

under the Standardised (Credit Risk) Approach and Standardised
Credit Valuation Adjustment Method at the balance sheet date can
be analysed as follows:

BREERAGHAE S A ENSHEER
BABERFLIFTMAT :

2014 2013
—E-IF —T—=%F
HK$’000 HK$'000
FET FET
Classes of exposures B ER
Public sector entities NEWTE 12,393 14,747
Banks AT 797,691 705,523
Securities firms FHNA] 45,228 8,637
Corporate e 1,816,296 1,544,652
Collective investment schemes SRR EE 17,060 16,525
Cash items HEER 7,880 6,692
Regulatory retail EETE 260,131 218,065
Residential mortgage loans FEZRBE R 365,578 347,129
Other exposure which oK 58 B 2 B b B R
are not past due 498,546 471,080
Past due 7 HA 543 e
Total capital requirements for EEBBERAZARZEARE KA
on-balance sheet exposures 3,821,346 3,333,483
Direct credit substitutes EEEEEAR 5,703 2,447
Transaction-related contingencies BT 5 BBz AREE 1,511 258
Trade-related contingencies HESHEBZHRER 5,108 4,831
Other commitments H R 68,431 86,019
Exchange rate contracts MR E % 43,068 32,793
Interest rate contracts FEE 4 7,989 8,990
Equity contracts REAS %) - 5
Securities financing transactions EEMERS 32,603 3,278
Total capital requirements for EEBBERIZARZERNTREE
off-balance sheet exposures 164,413 138,621
Total capital requirements for EEIGHEABRZCERE 45
credit valuation adjustment 12,113 61,295
Total capital requirement for CERB2ERERBAE
credit risk 3,997,872 3,633,399

ERRBERAMBFESZFENAE
B 2 B2 hn 4 © TR IAB% M 45 H - BT PASE
TREFEEAZERSRE -

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.
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(H) CAPITAL CHARGE FOR CREDIT, MARKET AND OPERATIONAL H FE TWEREERBRNERTR@E)
RISKS (continued)
(ii) Capital requirement for market risk (i) THERABNERER
The Bank uses the Standardised (Market Risk) Approach for AITERZEE(MBRR) 5 AT ET S
calculation of capital requirement for market risk. Positions covered BB ZERZR - ZAEMBRENTR
by the approach include: B
- the Bank’s positions held in foreign exchange, exchange rate- —  RITRHNE -  EHEXBEMITETL
related derivative contracts, commodities and commodity- Be% BokHEREBNITE
related derivative contracts; and TAGHAFER &
- the Bank’s trading book positions held in debt securities, debt- — AIREHZSF REBKEENT
related derivative contracts, interest rate derivative contracts, ATEEH MEFTETAESLH
equities and equity-related derivative contracts. AR ERAEEBNITELRASL

R ZEREFR °

The capital requirement at the balance sheet date can be analysed HEBZEARERKDWWOT :
as follows:
2014 2013
—E-NmF —T—=%F
HK$'000 HK$'000
FERT FET
Exchange rate exposures P = 2 B 22,760 815
Interest rate exposures I = 2 Bz 6,236 3,870
Total capital requirement for mERBZERERASE
market risk 28,996 4,685
The disclosure is made by multiplying the Group's risk-weighted BEREBERARBAESIEZGSHOAE
amount derived from the relevant calculation approach by 8%, and EREBRMESTERIAS% MEH - AT
therefore does not represent the actual amount of capital held. TREBFBEEAZCERSE -
(iii) Capital requirement for operational risk (iii) EERBRZEARER
The capital charge for operational risk calculated in accordance with REEH BREARNEZHAFEZE
the basic indicator approach at the balance sheet date is: ERBZERENK :
2014 2013
—E—mF —E—=F
HK$°000 HK$'000
FET T T
Capital charge for operational risk ZEE R 2 EARFEK 173,797 160,185
The disclosure is made by multiplying the Group’s risk-weighted EEBELNEBEE 28 AL
amount derived from the relevant calculation approach by 8%, and ERBMESERIAS% AL AT
therefore does not represent the actual amount of capital held. TREBEEARAZBER4S5E-
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(1) ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(i) Credit risk exposures

booked in the Bank's banking book.

The Group

On-halance sheet

Sovereigns
Public sector entities
Multilateral development banks
Banks
Securities firm
Corporates
Collective investment schemes
Cash items
Regulatory retail exposures
Residential mortgage loans
Qther exposure which are

not past due
Past due exposures

Off-balance sheet

Off-balance sheet
exposure other than
QTC derivative transactions
or credit derivative contracts

Derivative contracts

Other off-balance sheet
exposures not elsewhere
specified

N FERMREBEZEIFE
(i) FERBREE
Credit ratings from Standard & Poor’s Rating Services and Moody's EELEBMARRBE AR RBHIEEE R
Investors Services are used for all classes of credit exposures BARBHOEETIRTIAR T XA
mentioned below. The Bank follows the process prescribed in Part 4 S FAEERR - A1TRBCRTE
of the Banking (Capital) Rules to map the ratings to the exposures (BAR)BRBDEABHTHBREF TR
BRITRIIRITER P A R /) R B2 B 47 o
2014
“E-RB%

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 HERT
B2 EEER amounts weighted collateral - £BAZEZT
Total BE4ZER BRNELE amounts RET  ERfEIR
exposures Rated Unrated Rated Unrated ERNE EAREEZ AHER2
BRAE gith #iA gt #I8 X ] EREE BREE
HKS'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HKS'000
158 T#n T T#n Tk T Thn T#n T
EEARRM
TiEE 2,153,580 2,276,245 157 - - - - -
IN-Y T 674,265 674,939 99,625 134,988 19925 154913 - -
SBEREN 182,425 182,425 - g . - . -
$1 24,394 953 2428783 2598583 8764907 1,206,230 991,131 - 1221
#H D7 1,130,696 410215 120481 205,108 360,240 565,348 - -
% 28,595,858 5,990,161 19,508,645 3,454,064 19,249,634 22,703,698 576,610 3,041,360
SERERE 213,246 - 213246 - 213246 213246 - -
FeEH 206,059 - 915,726 - 98495 9849 o o
EESEAR 4,369,848 - 4,335,520 - 3251640 3,251,640 18,664 15,664
RERBRER 11972480 - 11,805,349 - 4569731 4569731 1830 159,301
URBHzEER
5,348,007 638,872 4588398 1,597,180 4,634,642 6,231,822 120731 -
aHER 4851 - 4851 - 6,791 6,791 - 34
79,246,268 34,455,640 4,790,581 14,156,247 33610574 47,766,821 723841 3,339,361
BERERD
BAMTETER S
EEMETEANIIZ
BERERIN AR
1013284 1749 1,005,535 3875 1,005,535 1,009410 - -
fTETARH 893,632 319072 485,087 163,125 485,087 638212 29413 -
b REAL
BEAERINER
8517480 312,89 571,825 62578 344962 407540 1,626,763 -
10,424,396 699,713 2,068,441 219578 1,835,584 2,055,162 7,656,236 -
HERERNRZER

Exposures deducted from
capital base

There were no credit exposures risk weighted at 1250% as at 31

December 2014 (2013: Nil)
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT

(continued)

(i) Credit risk exposures

The Group

On-halance sheet

Sovereigns
Public sector entities
Multilateral development banks
Banks
Securities fim
Corporates
Collective investment schemes
Cash items
Regulatory retail exposures
Residential mortgage loans
Qther exposure which are

not past due
Past due exposures

Off-alance sheet

Off-balance sheet
exposure other than
QTC derivative transactions
or credit derivative contracts

Derivative contracts

Other off-balance sheet
exposures not elsewhere
specified

Exposures deducted from
capital base

AEE

HERERRA
I#E
DERE
5ERRRH
i
E508
IS
SRR
k2
EETERR
FEREER
TEAHZEHER

kil

BERERS
EMTETER ST
RETEIARNSNZ
EERERNZER

fiETIEAR

Rl AR
EEAERINER

REARRAKZAR

() FEEBREBRZEIMNEE G
(i) FERBREE
013
5k
Total exposure
covered by
Tecognised
Quearantees
or recognised
credt
Total exposure derivative
Exposures after covered by contracts
recognised credit risk mitigation Risk-weighted Totalrisk- Tecognised BERT
BEZZEEER amounts weighted coleteral  ERASERT
Total AEkZER BRmELR amounts nEZT  GENEIR
exposLres Rated Unrated Rated Unrted BRNE ERGER,  GHER.
Ehes Bl Kl GEL Rk 82 EheR Bheg
HK$'000 HK$ 000 HK$'000 HK$000 HK$ 000 HKS'000 HK$ 000 HK$'000
ThR Tk T ThR Tk ThL Tin T
1869631 1,869,631 619 - - - - -
825,044 825,044 96,653 165,009 19,330 184,339 - -
13427 13427 - - - - - -
2187788 21,187,788 1396015 8,121,863 697,178 8819,041 - -
213427 - 213427 - 106,714 106,714 - -
2218723 3137307 18217235 1380440 17927712 19,308,152 538217 1,905,011
206,564 - 206,564 - 206,564 206,564 - -
342,159 - 1,001,182 - 83,650 83,650 - -
3,667,970 - 3634410 - 2725808 2725808 17,883 15,6771
11,454,191 - 11,309,891 - 4339118 4339118 - 144,300
5305629 1011183 4164237 1688627 4199877 5888504 130,239 -
6,059 - 6,059 - 6,660 6,660 - 1619
68310612 28044350 40266262 11,355,939 30,312,611 41,668,550 686,339 2,066,607
1,171,246 38406 1138840 30593 1138840 1169433 - -
819,798 457,464 3,974 178,835 341,974 520,809 20,360 -
5,418,118 204,848 - 40970 - 40970 5213210 -
7,415,162 700718 1480814 250398 1480814 1731212 5233630 -
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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
2014 and 31 December 2013 that the Bank would be required to
post additional collateral of HK$25.7 million and HK$4.0 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

(U]

FERBRERE 2BIRE @)

(ii)

METEXZEFEERBERZ AR

METAZERERABRAEEEKAER
NEMEZH 2 RREERR Z HE-
ZEEERREARIEFERERER
HME—HoETERE - R1TUAH R R
ERZEXRZHFRBRELERNESE -

EXZETFEINGEEARERSFERA
mREMFEXSFNTERBERSE
HRBSELERRR - 8RR RE
BB EREMRANMESIE I AT
PR 5 T UK A2 e DA I 58 e R B
VAR 4 25 55 7] Jo\ Bz 32 55 7R JE =R SR HEME

BETETESGNBETHNHERRS 2
B MATEESERTA & BM
ER-_ZE-—NWFF+_A=Z+—HKZ=F
—=F+ZA=+—8BHKRRGHE &
1T7B 5 R TR 4L 58 4N K ## 25,700,000 7% 7T
4,000,000 7T °

TRBAAEERELSBER S KITE
TREANHELANTIERNRER B
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT ) FERREEZBAMNE G
(continued)
(ii) Counterparty credit risk-related exposures for derivatives (continued) i) TEIEXSYUYFEERREBEZAR
(8)
(1) The analysis of the major classes of exposures by counterparty (1) BRXSEFEAIMZ2EZRAKRE
type is as follows: AAMTWAT :
2014 2013
—E-NF T
Securities Securities
financing Derivative financing Derivative
transactions contracts  transactions contracts
EHERME fTEIT R BHEE PTETAR
B =¥ 5 a8
HK$’000 HK$'000 HK$'000 HK$'000
FHET FHET FHET FH&ET
Notional amounts: ZHREH:
Banks R17 7,939,655 29,964,403 5,418,118 28,937,248
Corporates o 434,800 18,965,715 - 18,022,519
Others Hh 143,025 2,234,572 - 4,211,486

8,517,480 51,164,690 5,418,118 51,171,253

Default risk exposures: BHREK:

Banks R1T 312,892 379,072 204,848 457,464

Corporates % 434,800 484,269 - 341,973

Others Hih 143,025 818 - -
890,717 864,159 204,848 799,437

Risk-weighted amounts: Bk MESHE:

Banks R1T 62,578 153,125 40,970 178,836

Corporates o 217,400 484,269 - 341,973

Others HAb 127,562 818 = =
407,540 638,212 40,970 520,809
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() ADDITIONAL DISCLOSURES ON CREDIT RISK MANAGEMENT N FERMEBEZEINFEE)
(continued)
(ii) Counterparty credit risk-related exposures for derivatives (continued) i) TEIEXSYUYFEERREBEZAR
(&)
(2)  The analysis of counterparty credit risk exposures is as follows: 2) RZUFEERBRSTOT :
2014 2013
—E-OF —T—=F
Securities Securities
financing Derivative financing Derivative
transactions contracts  transactions contracts
BERMERD TEIREGH IFFMERS TEITAEHRH
HK$'000 HK$'000 HK$'000 HK$'000
FERT FHERT FET FET
Gross total positive fair value  JFFE 5B E R 5 IE
which are not securities NEEBEAERE
financing transaction - 312,058 - 206,903
Default risk exposures net of 1[4 & 12 7 =%
bilateral agreements EHR R 8,517,480 893,632 5,418,118 819,798
Default risk exposures net of K B E R # 2
cross-product agreements B AR 8,517,480 893,632 5,418,118 819,798
Recognised collateral held: FHMWEZ T
M
Debt securities B E 5 7,626,763 - 5,213,270 -
Cash on deposit with the Bank 17 R A 17 H)
BeFR - 14,794,537 - 14,139,292
Equity securities % 2K 75 5 - 8,974 - 10,556

7,626,763 14,803,511 5,213,270 14,149,848

Default risk exposures net of HiEE M ER A

recognised collateral held BEHRZELNRRE 890,717 864,159 204,848 799,437
Risk-weighted amounts: B mELSE: 407,540 638,212 40,970 520,809
There were no outstanding credit derivative contracts as at 31 RZZE—HmWEF+=ZA=+—H(Z
December 2014 (2013: HK$ Nil). T—=F:THx) WEEFENE

TEEHN-
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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 46.

In respect of long term investments: REREKRE:
Cumulative realised gains/losses
from sales and liquidations
Unrealised gains/losses REBUL S HE
— Amount recognised in reserve
but not through profit or loss

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 2014, the 200 basis points interest rate rise would
increase earnings over the next 12 months on the HKD interest risk
positions by HK$125 million (2013: HK$114 million) and decrease earnings
over the next 12 months on the USD interest risk positions by HK$69
million (2013: HK$56 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.

()

(K)

(L)

RITERFAZRRRR ZEIMRE

AEBFEE ZBREA BN ARERER AR
BENERER K S MFHE ZRE - LRER
AREzZREGEASERRERHSRRE 2
REIZI/E  EAHAERTZBITREHE -
ZERBEEREAESRE  EFTHRERH
REFHRITERIELFTE - MEZSRED
SEAMELNESHEEIRRZAFEENE
(A0 F 5 2(g) R 46 Frsit)

2014 2013
—E-mF —E=F
HK$'000 HK$'000
THER T

RERHERBLE 2 RBEER R HE

-REFEAEREREBERR S

RITERFAZNZEBER 2BMIE

EREECHMEERBLMBRRIFERER
EE ATRFEEERER BB I
) & BB A & | 71200 B 2 B 2 15 R B H R K
tTEAAZANZE-

R-_Z—ME+_-_F=+—8 " F=_tF200
EEHEGEERXR T —_EAB TN ERAKREAE
2 B 7| # $1125,000,000% T (=T — = 4 :
114,000,000 7T) K {5 & 2K + = 1@ A = 70 I &
2 B A 2 & F R 469,000,000 T (= F —
=4 : 56,000,000 7T ) °

EEER

AITBABTRKFEEER  IRAFE—
BETEERMBM AN EMRATHEND
EERESI RIBROF G EES] -
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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, 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.
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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 (“CEOQ"). 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 five members including two Non-
Executive Directors, two Independent Non-Executive Directors and
one Executive Director. The Committee meets at least four times a
year and additionally when deemed necessary. Its mandate is 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) EEZESEH)

(ii)

(iii)

RERFMZES

REAKFHEESAATHNERTE
B RBTTRIERE R =RBIFRNTE
EHAKR - ZEZERRFTECTHETE
#OUREERTANAERERE B
ZEEERTRARRESTALE(T
BBE]) ZREETRIATHERE
ANEREBERABRATETER
B R EREEMAEER T EETS
REEY -ZEZEENAAERERE
BEENTHREREAELVENEENER
EITHREMNRE

ZEREETHEECRABNREESH
BRNAARERERB ETEEES
BEE ARRERIAESSEME
EEEELEEEE -

ZEESEMRBLEER EFSRA
ZEELRREEBKRENNEMN(ESR
RATHFHBER) -

REESE

EBREEemARKEER BEMA
HRITEE MEBUFATEER —
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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 is chaired by the Bank’s CEO, and
comprises 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 CEOQ. 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. [t
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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(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
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 CEO, 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 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 will also conduct on-going reviews on the market
environment and make necessary policy recommendations to the
ECC to ensure the credit risk profile of the Bank is within the
established risk appetite. In this regard, the CC will provide periodic
and timely credit related management and stress testing reports to
the ECC for review.

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 corporate and commercial 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 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 skilled staff; 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 i)
and Key Personnel (Note ii) are determined by the Nomination and
Remuneration Committee with reference to the following factors:

- latest market and industry practice;

- yearly inflation rate;

- the results of annual surveys on trends in pay;
- performance of the relevant staff; and

- attraction and retention of talent.

Notei 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

Noteii 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) ¥rEMiEE ()
Senior Management and Key Personnel (continued) EREEERETEST (H)
The aggregate quantitative information on remuneration (Note iii) for the ATERRAEEERFEEIRAVREE 2H
Bank’'s Senior Management and Key Personnel for the financial year is set B (BT Eiii) B EE A B &5 a0 R -
out below:
(i) Amount of remuneration for the financial year, split into fixed and i) AVBEEFH| 2AEBEERTEE
variable remuneration: M -
Non-deferred Deferred
Ik ZE 1 57 3E 13 % B
(Amount in (Amount in
HKD) HKD)
(BrxeE) (B2
Fixed Remuneration & 5 % B
Cash Re 37.95 million Nil
37.95EH & i
Variable Remuneration T EE
Cash e 7.52 million Nil
(Year-end
bonus paid in
1/2015)
75288 i
(R=—ZT—A%F
— ARz
FHRIELL)
Share options granted in 2014 RZE— O F% R Nil Nil
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(N) DISCLOSURE ON REMUNERATION (continued) (N) HrEMiEE (&)
Senior Management and Key Personnel (continued) EREEERETEST (B)
(i)  Aggregate amount of outstanding deferred variable remuneration (i) ERNFBDFM(OREEBRHREE)
split into vested and unvested: 2 HETE
Awarded for
Awarded for Prior
Performance Performance

Year 2014 Years
R-ZE—NEE BR-FT-—NEE
ZREMBHRZ RIZREMER

P80 2B
(Amount in (Amount in
HKD) HKD)

(Br&H#) (Br&HE)

Vested ERE
Cash B& 7.52 million 0.06 million
(Year—-end (see iii)
bonus paid in
1/2015)
75288
(R=ZF—h%F
—AXftz 0.06 5 &
FRIEA) (R B Tiii)
Share options B S 4 Nil Nil
Unvested AEB
Cash B& Nil 0.06 million
(see iii)
0.06 E &
f (R M i)
Share options 8 A A Nil Nil
There was no deferred variable remuneration being reduced through RZT —MF - W8 E T F 8 M
performance adjustments in 2014. AR RIVIE R AE LR
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(N) DISCLOSURE ON REMUNERATION (continued) (N) #FEEE @

Senior Management and Key Personnel (continued) EREEERETEST (H)

(i) The deferred portion of the year-end bonus awarded for prior iy A MELaREEERERBEFER
performance years totalled HKDO0.06 million in relation to two Senior BB T zEHBB L2 FRICARE
Management members were paid during the financial year. The ERBAERATBRFERNLZMA - T
outstanding deferred amount of HKD0.06 million will be paid subject ReEBTIHERRI S  BETEHREB
to the fulfilment of vesting conditions and period. BRERBREOBER TR -

(iv) Total amount of outstanding deferred remuneration and retained ivi RELZELBAE BSABZENH
remuneration exposed to ex post explicit/implicit adjustments is set B K% 15 OR B8 %7 BN 4B 45 6 EE - BRESIATE ¢
out below:

(Amount in
HKD)
(Brerd)
Total amount of outstanding deferred RIR LR EL AT BERAE 2T HM R
remuneration and retained WARE B AR AR
remuneration exposed to
ex post explicit implicit adjustments 0.06 million
0.06E &
Total amount of deferred remuneration RAGHRFE BT XAERMRBEBER
awarded, paid out and reduced i/ H 008 2 3E 1 % B 48 28
through performance adjustments
during the financial year Nil

(v)  No guaranteed bonus was paid during the financial year. (v)  PAAREBEE I EEREE AL -

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

Note i Remuneration refers to all remuneration payments payable to employees Y i % B2 95 1T 75 28 A B I 4F 2 IR R T 51T A9 iﬁ
B3 1T o 7 B 38 €1 75 72 2K BT B JE A Rl — (2

during the financial . year. The re.munerat.ion a'lso includes remuneration BEEE T
payments to one resigned staff during the financial year.
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(O) MARKET RISK MANAGEMENT

Details of the Group’s market risk management policies and measures
have been set out in Note 49(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 W+t-—A=+—H

VAR by risk type: HEGREEE SRR E -
Foreign exchange risk 4 BE [ Fix
Interest rate risk A 2 3 B
Equities risk % 2= & B
Total VAR BRARE

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.

(0) mHEREBEE

AEEZTSRAREERR LS BEHNMHE
49(b) °

REBAELKTRO% HEHR—EARXSH
EEA-—FELERANAERRE A ER
RHREBREDTERELBREE ELEFERAR
EHGEXER LEZETRTSREEX 2R
BE- -RREEXEDNAERTAZBEN G
Frmk BERSFERTAIENERFMHANER
B PN KR 5 B AR AREE o

AEEEHERAEARSMEANABRE - TRA
SR AR AR ERARS A RBE TSR
EABUHE -

2014 2013
—E-@mF —E=F
HK$'000 HK$'000
THER T
400 16

238 101

638 117

AEERM-—EEERNSTZEEARSEA
VEBRBEMTESREZTEHEZ AT NS
7 LREEBET SRR EAKERI
EM% FEMSAEFRBETSHREE
SEATSAR MELERRARTELPNXS
R BEEERYMEDMELNTR
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(0O) MARKET RISK MANAGEMENT (continued) (0) mEEMER(E)
The Group's maximum market risk exposures are set by the ALCO. AEBEZEamERBRAEREERRBZE
Exposures are monitored and reported to the management regularly. The BT WEHARIEEREREREER-
average daily revenue generated from the treasury’s trading activities for FANEBERGEDRESHNFEHERREAR
the year was HK$185,347 (2013: HK$126,679) and the standard deviation 185,347 L (= ZT — =4 : 126,679/8 7t ) * 1Z
was HK$271,417 (2013: HK$268,469). An analysis of the Group's trading AR 2= B271,4178 T (28— =4 : 268,469/
revenue is shown below: )  ARBZRZHWEATWT :

Daily Distribution of Trading Revenue
for the Year Ended 31 December 2014
BE-Z-EOS+-A=1+-BHLFEEBEXRZREIM
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Wz (F&7T)
Daily Distribution of Trading Revenue
for the Year Ended 31 December 2013
BE-Z2-—=H+-HA=+-BLFESEXZUEIM
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This shows a maximum daily loss of HK$493,501 (2013: HK$973,621) A EBRBRR247TR(ZF — =% :250K)
with 45 days (2013: 56 days) out of 247 days (2013: 250 days) showing RHBEF 4BR(ZE-Z=F:66K)HEFE
losses. The most frequent results were observed in daily revenue falling B &=28HEEE4801BIT(ZT—=4F:
from HK$150,000 to HK200,000 (2013: HK$100,000 to HK$150,000) with 973,621 7) - R E R FKE AT H KN
36 occurrences (2013: 39 occurrences in the range). The highest daily F- 150,000 % 7T % 200,000 7T (= & — = 4 :
revenue was HK$2,172,301 (2013: HK$2,158,373). 100,000 7& & 150,000 7T.) » I 7 % 48 Bl

HWIR(ZZTE—=F: RZARHIE39X) -
B8R WKEA2172301 BT ( - —=4:
2,168,373/ 7T) °
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