mmmmm UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION s

S

(A)

186

REZMTNBER

CAPITAL RATIO

Total capital ratio

Tier 1 capital ratio

Common Equity Tier 1 (“CET1”) capital ratio

Capital conservation buffer ratio

(A) BEALER

BEARLL X

—RE ALK

TRRA—RE AR

P REPEHE AL

The capital ratios as at 31 December 2016 are computed on a
consolidated basis which comprises the positions of the Bank and Fubon
Credit (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.

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:

Name of subsidiaries

WEAREE

FB Securities (Hong Kong) Limited
ERER(BB)ERAA

FB Investment Management Limited
EREEERERAR

Fubon Insurance Brokers Limited
EARRERBRAF

Fubon Nominees (Hong Kong) Limited

Admiralty Finance Company Limited
BERBERAA

Aquarius (Nominees) Limited

Fubon Bank & #BiR1T

As at
31 December 31 December
2016 2015
R-B—XRE RZE—hF
t=A=+-B +=-A=1+—H
% %
Aokt Btk
17.02 16.62
12.60 11.81
12.60 11.81
0.625 -

RZB—ARNEFE+_A=+—H8  BALRER
ZEERECERARET
BRREZAITREHNE(BB)ARAEZ
AR - WIERCIRITE (BR) RAD(TEERR
8l 1) 5E3C() &S -

BERAEEEH

FBFTENZEA

R :

As at 31 December 2016
RZEB-RE+t=A=+-H

R REBHTEREER —
B BANRHHARLEZGAEERE
B - SHEARLER RS AHAZHBA AR

As at 31 December 2015
RZZ-RE+=A=1+—H

Total Total Total Total
Principal activities assets equity assets equity
TEEK BEAH BEER BESE HEniEs
HK$’000 HK$°000 HK$’000 HK$'000
TR TR THEL TR
Securities broking 139,648 102,187 145,507 109,046
FERER
Fund management 21,365 18,622 21,220 18,362
BESEE
Insurance broker services 3,015 2,040 3,882 1,733
REEE IR
Nominee service 3,713 138 10,600 2,316
RIEARS
Company secretarial 63 63 63 63
ARWE
Inactive 6 6 6 6
EET
167,810 123,056 181,278 131,526




I UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(A)

(B)

CAPITAL RATIO (continued)

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 37, to
satisfy the provisions of the Hong Kong Banking Ordinance for prudential
supervision purposes. Movements in the reserve are made directly
through retained earnings and in consultation with the HKMA.

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 section 45 of the Banking (Disclosure) Rules (“BDR”),
all additional information in relation to the Group’s regulatory capital
disclosures are 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).

LEVERAGE RATIO

Leverage ratio B =R
Tier 1 capital —RE K
Exposure measure [R % 2B

The Group calculated the leverage ratio on the same consolidated basis
as the calculation of capital ratio as disclosed in Note (A).

To comply with section 45A of the BDR, all additional information in
relation to the Group’s leverage ratio disclosures are 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).

REBLRHAPBER

(A) EXRLER )

AATH B A R Z BAE TR IZEARE B
BRI —RERBIOR o R EE AL KA
TettEr A B — o 2 A TMB AR - I
EBENER -

AEEEREBEFBCERITRIEPDRTEERDE
E R (M ST PTINEE ) - ARREEEE - %
REBEZEDNEXASERCERRERER
REEFEL ©

BRRENRA - REEBRANMREMTTE G
HIEER R &5 E R 2 E b bk & A R Bk
I EAERIDE IFHEEERR -

AREGRITERE)RAD) FE451& - A5EH
B 7E 2N &£ B 43 U5 A (http://www.fubonbank.
comhk)[EEHE | —HTFALEREEN
EERBRERER VEREEEAREE R
REEINE R o

(B) BRLLZR

As at
31 December 31 December
2016 2015

R=B—A%F R-T-5f
+=A=+-8 +=A=t+—~
% %

P B

7.44% 7.09%
HK$’000 HK$’'000
FHT FET
7,154,632 6,477,570
96,105,542 91,390,996

AREEIZ IR (AT IRBER T EE AR
HRMEGE EEFERRLE

BEACGRITEGEE)RADFEBAK - AEER
FEZRE E 485 A (http://www.fubonbank.com.hk)
[EEEHE | — R NEASERIBEEMNIZERE
TR AR 35— Y] B A AN 52 EAE AR b R 3 R A9 BB 4D
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(C) COUNTERCYCLICAL CAPITAL BUFFER RATIO (C) #AHBEEHEARLE
As at
31 December 31 December
2016 2015

R=B-AF  R_FT—5HF
t=A=+-B +=-A=1+—H

% %

Bt Btk

Countercyclical capital buffer (‘CCyB”) ratio HEEEEE AN X 0.557% N/A

TEA
The Group calculated the CCyB ratio on the same consolidated basis AEEIZREK AT BT EE AR X
as the calculation of capital ratio as disclosed in Note (A). Comparative MHRNGEEEAE S AREFEEARLE - H

figures are not required as this is the first year of disclosure. UL Ty E SR - BIBERT RS -
To comply with section 45B of the BDR, all addition information in relation REECGRITECGRE)RA) F45BI& - &
to the Group’s CCyB ratio disclosures are published by using the standard E B A S B AL A (http://www.fubonbank.
disclosure templates as specified by the HKMA under “Regulatory comhk[EEEHE | —WTEALSEREEN
Disclosures” section on the Group’s website (http://www.fubonbank.com.hk). SRR BRI MR FR — IR AN SR B R A AR
BARLL R EOREINERS o
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U
e 51971/

(D) LIQUIDITY RATIO

The Group’s average liquidity maintenance ratio for the year ended 31
December 2016 and 2015 was well above the statutory minimum ratio of
25%.

Average liquidity maintenance ratio R ED I HE R 2

The average liquidity maintenance ratio is computed as the arithmetic
mean of the average value of each calendar month’s average ratio as
reported in the “Return of Liquidity Position of an Authorized Institution”
(MA(BS)1E) calculated in accordance with the Banking (Liquidity) Rules
(“the Liquidity Rules”) for regulatory purposes.

The average liquidity maintenance ratio is compiled in accordance with
the Liquidity Rules issued by the HKMA. The liquidity maintenance ratio is
computed on a consolidated basis which comprises the Bank and Fubon
Credit (Hong Kong) Limited as designated by the HKMA for regulatory
purposes.

(D) REVEE LR

HE_Z—XREr_ZF—AF+_A=+—H
LEFE - AEBNFERBMEERFLEERESN
EERIKLE RAI25% o

For the year ended

BE+-A=t—-BHLFE

31 December 31 December
2016 2015
ZB-AF —T-IF
% %

Bt Btk

48.49 45.82

FHRBEERFLERIZGEE AFHERNE
M FHEETE - FEE A FHLXRTIRECGR
TEORBIE)RADFHEIE [ FAIEER
B AR BIRK | (MABS)1E)F B RA B 748
FIAEESE M o

FHRBUEERFLETESERMEHNRD
ERRA < MBI R RS E R ENES
AEE(ERRBEATREAYB(EE)BERA
B)FHEAMEEE A% -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(E) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS
ANALYSED BY INDUSTRY SECTOR

Advances to customers analysed by industry sector and the coverage
of collateral is as follows. The economic sector analysis is based on the

(E) BITESENEFERNE—S D

BITERBERERNBTPERDMTAT « &
BOIEDMDERTERMKRANERKXE

categories and definitions used by the HKMA. &Ko
2016 2015
—E-RE —Z-hfF
% of % of
Gross gross loans Gross gross loans
loans and covered by loans and covered by
The Group AEE advances collateral advances collateral
BEAZER BEBZER
BRREX HERAEL ERRER HEREE L
Fobo) Bk kS R
HK$°000 HK$’000
TET % THT %
Gross advances for use in Hong Kong EARFERANESES
Industrial, commercial and financial IHSE
- Property development —MELE 3,756,167 34.25 2,037,571 65.66
- Property investment —WEERE 9,852,120 93.68 9,935,016 90.52
- Financial concerns —SROE 1,346,366 8.07 1,143,124 14.81
- Stockbrokers —-RELL 1,561,154 62.04 778,942 68.82
- Wholesale and retail trade ~HERTEE 342,228 22,75 318,438 27.37
- Manufacturing — Ry 1,244,842 3.70 2,125,608 3.20
- Transport and transport equipment — BB REHRE 311,083 21.81 571,346 3.57
- Information technology — &R 377,867 0.21 393,513 -
— Electricity and gas —BNRER 131,656 - 12,500 -
- Others —Hit 2,287,477 37.09 2,515,544 43.26
Individuals A
— Loans for the purchase of flats under -BE [REEEE
the Home Ownership Scheme, Private 2] - [RAZERE
Sector Participation Scheme and E R [HEEER
Tenants Purchase Scheme or their HEl kEXANE
respective successor schemes Err AR TRNER 12,135 100.00 5,933 100.00
— Loans for the purchase of other - BEEMEENENER
residential properties 9,663,115 99.97 9,675,134 99.97
- Credit card advances —ERFEX 1,070,172 - 1,117,992 -
- Others —Hf 4,665,215 26.89 3,822,245 30.95
36,621,597 34,452,906
Trade finance ZomE 3,294,463 28.57 3,833,545 10.89
Gross advances for use outside Hong Kong £ &8 LA9ME FREN B 74 1858 3,661,537 28.74 4,283,867 8.71
Gross advances to customers RESRMEE 43,577,597 58.64 42,570,318 56.27

Fubon Bank & #BiR1T



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REELHANBER

(E) FURTHER ANALYSIS ON ADVANCES TO CUSTOMERS (E) RITESENEFERNE—S M

ANALYSED BY INDUSTRY SECTOR (continued) ()
Analysis of the Group’s impaired advances in respect of industry sectors RITESMEBREERAZE10%3 A FHARE
which account for 10% or more of gross advances to customers: BIREEZRMAT :
New
Provisions
charged to
the profit Loans
Individual Collective or loss written
Overdue Impaired impairment impairment during the off during
As at 31 December 2016 RZB-RE+=A=1-H advances advances allowances allowance year the year

AEERBER Ehifi

REER HERR  ENEERE  GRAERRE  FNRZBR At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TEn TEn Thn TEn TEn

~ Property investment -WERE 205,047 51,403 297 3,011 3,307 -
- Loans for the purchase of other -BEEMEENENER

residential properties 64,415 - - 560 560 -

- Loans for other private purposes - AR AREHER 87,319 5,80 4,752 5614 27,558 25,655
Provisions
released

back to Loans

Individual Collective the profit or written

Overdue Impaired impairment impairment loss during off during

As at 31 December 2015 REE-RF+-A=1-H advances advances allowances allowance the year the year

AEERNBER R

AHRH AERR  ENEERE  RRNERE  BDZER ZER
HK§'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL FEn FiEn TAn TAn TiEn

- Property investment ~MERE 116,237 99,980 - 1 (373) -
- Loans for the purchase of other -BEAMEENENER

residential properties 52,403 - - - - -
- Gross advances for use outside Hong  —EZBLMERH S5 28

Kong 318 318 318 - (1,324) 1,334
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AEERHAMBEN

(F) OVERDUE AND RESCHEDULED ASSETS (F) AEiIRKCELHEE

(i) Overdue advances to customers () BHEFER
2016 2015
—E-RE —T-0F
% of gross % of gross
HK$’000 advances HK$°000 advances
LERBE FER B
TER ZAEDE THET ZEDH

Gross advances to customers which have Eﬁf\%ﬂ\%@%’ﬁ2$$§k
been overdue with respect to either principal emas :
or interest for periods of:

- 6 months or less but over 3months ~ —NEAZATME=EA

Ak 10,039 0.02 13,290 0.03
1 year or less but over 6 months — —EHLATHABALNE 93,349 0.21 - _
— Over 1 year -BB—F 82,392 0.19 539 0.00
185,780 0.42 13,829 0.03
Covered portion of overdue loans ‘z@,ﬁﬁ%%ﬁj&%%ﬂm
hvi|/aN
and advances BERHD 5,729 594
Uncovered portion of overdue loans ‘f@/ﬁﬂ%?ﬁjﬁﬁﬁm
hvi|/aN
and advances FRAERES 180,051 13,235

185,780 13,829

Individually assessed impairment allowances AMEB=18A.2 &5
in respect of advances overdue for more fEZ (BRI SR ER R

than three months 124,573 10,734

Loans and advances with a specific repayment date are classified BREERPNERREREERS LT S8

192

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.

Fubon Bank & #BiR1T

HWRFRDARIAEF RS EREBH - HH
NREENERER S D MEREBHMANSE
RAMIAXNRFEERDBY - REREENE
A B RAMEN BE E MBI EARIR S BA
BRE/ SEEREFEELEASERAN
BHENRE - MEBHEANSERATER
B R EFa PR RE RESBERER
# o



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REELHANBER

(F) OVERDUE AND RESCHEDULED ASSETS (continued) (F) BEREEHEE W
(i) Rescheduled advances to customers (i) EEERHNEFER
Rescheduled loans and advances are those loans and advances ETEERPNEREERZRARER
which have been restructured or renegotiated because of A B BUK R 8 55 ol A IR R T AR SR AR
deterioration in the financial position of the borrower, or of the o MEETERPNRETZENE
inability of the borrower to meet the original repayment schedule AERER  MEIEFTRE R EI SR AR
and for which the revised repayment terms are non-commercial EFEBIPEKR EFERINERE
to the Group. Rescheduled loans and advances to customers ER R ERTINGRE B %8 Bt E = E
are stated net of any loans and advances that have subsequently AWERERRERZIEE - WA 5470
become overdue for over 3 months and can be analysed as follows: T
2016 2015
—E-RE —Z-1fF
% of gross % of gross
HK$’000 advances HK$'000 advances
HERBE EEHEE
Tz ZEAR THT ZED
Rescheduled advances to BEEFHNEFER
customers 20,012 0.05 6,599 0.02
(i) Geographical analysis of overdue loans and (i) RWESFTHNEBPEFEBEARR
advances to customers B

As at 31 December 2016
RZBE-RE+=A=+-H

Individually

Impaired loans assessed

Gross loans  Overdue loans (individually impairment

and advances  and advances determined) allowances

HEER 18 Bl 54

RARENLE CABGRRER (fERIEEE) RERE

HK$’000 HK$’000 HK$’000 HK$’000

THERT TR THET THERT

Hong Kong Bt 41,047,452 136,050 276,802 106,074
Other Hiipm 2,530,145 49,730 57,480 43,845
43,577,597 185,780 334,282 149,919
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(F) OVERDUE AND RESCHEDULED ASSETS (continued) (F) BEREEHEE W
(i) Geographical analysis of overdue loans and (i) ZWEBIMNWEBHREFBERR
advances to customers (continued) B @)

As at 31 December 2015
RZZE-RF+ZA=+—H

Individually

Impaired loans assessed

Gross loans  Overdue loans (individually impairment

and advances and advances determined) allowances

RMEER [EfERE

ERRERLE BRBEIKER (ERIEE) HERRE

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

FEr TAT THL THEL

Hong Kong &% 39,510,018 13,531 221,810 34,172

Other H it & 3,060,300 298 298 298

42,570,318 13,829 222,108 34,470
The above geographical analysis is classified by the location of the LA B0 [E D ITIRIERAFTTEH « &85 &
borrowers after taking into account the transfer of risk. In general, RREZEmMEIE - —8ms BEX
risk transfer applies when a loan is guaranteed by a party situated RERAFMERER ZEFTR - Al

in an area different from the counterparty. RRER EERANMEDRR

The collective impairment allowance is not allocated to any RZE—R"ER_ZE—HAF+=A
geographical segment as at 31 December 2016 and 2015. =+—H BESAREREIKTE

fali & 7> &P
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NAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

U
e 51971/

(G) INTERNATIONAL CLAIMS

The Group’s country risk exposures in the tables below are prepared

in according to the location and types of the counterparties as defined
by the HKMA under the BDR. International claims are on-balance sheet

exposures to counterparties based on the location of the counterparties

after taking into account the transfer of risk, and represent the sum

of cross-border claims in all currencies and local claims in foreign

currencies.

International claims attributable to individual countries or areas not less

than 10% of the Group’s total international claims, after recognised risk

transfer, are shown as follows:

Figures in HK$ million BEAT
Counterparty country/jurisdiction HERER/AEER
Developed countries BEREER
Offshore centres BEL
- of which: Hong Kong -Eh BB
Developing Asia and Pacific FERMTNRATH R
- of which:  China —Hrh:
Figures in HK$ million BEAT
Counterparty country/jurisdiction HFHER/FAER
Developed countries BEERXR
Offshore centres A
- of which: - Hong Kong -Hp BB
Developing Asia and Pacific BRAPSNRAT S
- of which:  China -H o hE
Taiwan -]

(G) EIFRfERE
TRARNEBHERNERINT - DRBSE
BREBECRITE(RR) R FMAENEF A
Frieth BRI HLE - B ERAHFHELE
BERARRRE  RHF AN ELS
B WEF RRBERERE - RANMBER
BEE 2 B ERE R A2 INEERE o
fERIE R b @ 5 A B 51 & B HER R R 8875
Bl A EEE R ERERE TN 10%2 B E
R -

As at 31 December 2016
RZB-REt-A=t+-H
Non-bank Non-Financial
Official financial Private
Banks sector institution Sector Total
FRT Fen
1T EL#E SRBE ABE et
12,671 18 223 27 12,939
1,714 - 2,118 9,000 12,832
907 - 2,001 7,888 10,796
14,882 328 1,488 5,362 22,060
10,821 328 1,488 4,806 17,443
As at 31 December 2015
RZF-RE+-A=+—H
Non-bank Non-Financial
Official financial Private
Banks sector institution Sector Total
JRIT e
i) BAKE SRR FLAMIE b
13,454 2 111 35 13,602
1,525 - 1,713 7,769 11,007
903 - 1,713 6,752 9,368
16,183 348 1,158 4,863 22,547
8,473 348 1,158 4,299 14,273
6,239 - - 161 6,400
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(H) NON-BANK MAINLAND CHINA EXPOSURES (H) FERAMIERITHE R
The analysis of non-bank Mainland exposures includes the exposure of B R IESRIT ¥ 2 BRIE S E BinE B iEAR
the Bank and Fubon Credit (Hong Kong) Limited on the basis agreed with TRERGTE(ER)ERARBELRADN
the HKMA.
2016
—E-RE
On-balance Off-balance
sheet exposure sheet exposures Total
EERBRA EEBERD
2B 2R wE
HK$’000 HK$’000 HK$’000
TEx TR TR
Central government, central government-owned entities and ~ F R ERfT « RRBFHES 2
their subsidiaries and joint ventures (“JVs”) BRAREMBARIRAZEAR 6,128,376 62,500 6,190,876
Local governments, local government-owned entities and their 5B « A BTHES 2 B
subsidiaries and JVs NEEMBARRAEEAR 1,286,061 73,077 1,359,138
Companies incorporated in and PRC nationals residing in R B R EMRE L2 AR R
Mainland China BERFEMNzFERR 2,185,954 123,681 2,309,635

Companies incorporated outside and PRC nationals residing AR Z 5 EBRHE R 2 REIR
outside Mainland China where the credit is granted for use in - i ASMt R AL 2 2 81 R

Mainland China BERBEHEZFEAR 2,594,178 120,801 2,714,979
Other counterparties where the exposures are considered by {7325 E K A B A3

the Bank to be non-bank Mainland China exposures ERITEZRBZEMBRFHF - - -
Total okl 12,194,569 380,059 12,574,628
Total assets after provision BEBE (NREE) 94,294,107
On-balance sheet exposures as percentage BEBBERAZERIEEE

of total assets BEZENL 12.93%
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REBERMAMEER

(H) NON-BANK MAINLAND CHINA EXPOSURES (continued) (H) PEIRtIERTEZRE @)
2015
—Z-hF
On-balance Off-balance
sheet exposure  sheet exposures Total
BEAERN BEABRI
2R 2B B
HK$'000 HK$'000 HK$'000
TET THL THT
Central government, central government-owned entities PR - PRBFHEE 2 EE
and their subsidiaries and JVs UREMBARRAEADH 5,024,226 500 5,024,726
Local governments, local government-owned entities AT AR EE 2 BB
and their subsidiaries and JVs UEEMBARRAEERAA 1,540,736 115,223 1,655,959
Companies incorporated in and PRC nationals residing R E At R 2 AR REE
in Mainland China R Bz PEAR 1,599,835 243,660 1,843,495
Companies incorporated outside and PRC nationals REL 7 EEEARER Y B E R
;sflsgégi rm;g; rl:/(ljaglr:rr:g China where the credit is granted SOMBESRR Y AT RER
REBE ZFEDR 2,217,752 154,850 2,372,602
Other counterparties where the exposures to whom are ATREEEKR AR N
coq5|dered by the Bank to be non-bank EPFETER Y EMRSYE
Mainland China exposures - - -
Total s 10,382,549 514,233 10,896,782
Total assets after provision AERE (NREE) 90,331,439

On-balance sheet exposures as percentage of total assets E§E1§%WZ@@
HEEREZANL 11.49%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(I CURRENCY CONCENTRATION () IEHEE
The Bank’s net positions or net structural positions in foreign currencies NITERIINE B R B RS R A B A B AL
are disclosed as follows when each currency constitutes 10% or more FEE/INEFRABNLEBUERRAFEN
of the respective total net position or total net structural position in all 10%sk A E - BT ¢

foreign currencies:

As at 31 December 2016
R=ZZB-XRE+=-HA=+—H

Other Total

Chinese foreign foreign

US dollars renminbi currencies currencies

Equivalent in HK$ Million BBETSE EYH AR Hirshi HNE@E
Spot assets HEBE 31,656 2,840 10,650 45,146
Spot liabilities BREBE (20,774) (2,782) (10,661) (34,217)
Forward purchase RBEA 7,571 2,218 3,032 12,821
Forward sales RHEN (18,376) (2,239) (3,023) (23,638)
Net option position HERRFE - - - -
Net long/(short) position &/ (R)&F8 7 37 @ 112
Net structural position REEEERTE - 1,399 - 1,399

As at 31 December 2015
RZF-R§+-A=+—H

Other Total

Chinese foreign foreign

US dollars renminbi currencies currencies

Equivalent in HK$ Million BEBTEE e ARE H A hk Nt E %
Spot assets HEEE 29,617 3,833 9,760 43,210
Spot liabilities BEaE (20,660) (3,730) (0,414) (33,804)
Forward purchase RHEA 11,280 4,529 2,698 18,507
Forward sales RHEL (20,091) (4,598) (3,054) (27,743)
Net option position BEARTE = - - -
Net long/(short) position /(8858 146 34 (10) 170
Net structural position #ErERTE - 1,399 - 1,399
The net option position is calculated on the basis of the delta-weighted HEEBRFEDRERESHN [BREME
position of option contracts. Net structural position represents the HEAREENE - BEEUERFHBEARTT

Bank’s investments in an overseas associate. RN E R EIRYIRE ©
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I UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
KRBT B ER

(J) CAPITAL CHARGE FOR CREDIT, MARKET AND
OPERATIONAL RISKS

V) EE THEREERBNELRER
(i) Capital requirement for credit risk (i) FERBHNERFER
RBEBR - RBEEE(EERR)5E
RELEEETEARTEAFENSHE
RBEERFERITAT :

The capital requirements on each class of exposures calculated
under the Standardised (Credit Risk) Approach and Standardised
Credit Valuation Adjustment Method at the end of the reporting

period can be analysed as follows:

2016 2015
ZE—REF —T—RF
HK$’000 HK$'000
FET FHET
Classes of exposures EER
Public sector entities NEHE 11,649 11,798
Banks R1T 738,029 800,236
Securities firms FHENT] 26,816 13,755
Corporate S 2,124,571 1,986,880
Collective investment schemes LRI E =12 14,393 15,460
Cash items IRE&IEH 23,136 16,914
Regulatory retail EETE 342,225 325,409
Residential mortgage loans FERIBER 391,476 378,958
Other exposure which are not past due 37 A HR 2 H b E 557,172 515,175
Past due #EA 16,745 18,043
Total capital requirements for BEBBERAZERZ
on-balance sheet exposures BARE @58 4,246,212 4,082,628
Direct credit substitutes HEEEERR 8,089 5,205
Transaction-related contingencies HRXFE/M 2 AIEE 1,023 1,114
Trade-related contingencies HE 5B AER 4,275 4,376
Other commitments H i EE 53,598 70,698
Exchange rate contracts FEERA 4 16,669 58,245
Interest rate contracts FIEE 4 8,782 7,534
Securities financing transactions BEHEUER S 63,129 41,450
Total capital requirements for BEBERIINZEAKZ
off-balance sheet exposures BIRENREEE 155,565 188,622
Total capital requirements for exposures — H R 5 ¥ F AT AR 2
to central counterparties BARFEKABEE 292 -
Total capital requirements for credit EEFLARZEART KB
valuation adjustment 12,742 12,088
Total capital requirement for credit risk EERE B2 EAERELE 4,414,811 4,283,338

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.

FREEEARBAEESHNAE
3] [\ B O #E 2 BE SR PAB% M AS H » ATPAE
IMEFBEAZERETHE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(J) CAPITAL CHARGE FOR CREDIT, MARKET AND
OPERATIONAL RISKS (continued)

V) FE TEREERBNELRTE
()

(i) Capital requirement for market risk (i) MBERNERE

The Bank uses the Standardised (Market Risk) Approach for NITEREE (SRR H AT E TS

calculation of capital requirement for market risk. Positions covered BBz EARZRK - ZFEMRENFER

by the approach include: a1

—  the Bank’s positions held in foreign exchange, exchange rate- —  AITRINE - BEEXBAMITET
related derivative contracts, commodities and commodity- BE4 - mmkEERERNSTE
related derivative contracts; and TEAARNERE &

- the Bank’s trading book positions held in debt securities, —  RTREBFESR  BEFEENT
debt-related derivative contracts, interest rate derivative ATEEH  FIETETASH -
contracts, equities and equity-related derivative contracts. AR R BB A AR TTAE T EA YD

R SREFER °

The capital requirement at the end of the reporting period can be HEHRZBRERKOMTAT :

analysed as follows:

2016 2015
—E-REF —hFE
HK$’000 HK$'000
FET FHET

Exchange rate exposures [E K= 3,273 2,798

Interest rate exposures 2= [ fgx 931 1,663

Total capital requirement for TSR EARERATE

market risk 4,204 4,461

The disclosure is made by multiplying the Group’s risk-weighted ﬁ%@ﬁ%m%*ﬁ BT EF A FHAARE

amount derived from the relevant calculation approach by 8%, and b INHE & FERIAB% MAS H » PTLAIL

therefore does not represent the actual amount of capital held. Tﬁ%ﬁﬁﬁﬁiﬁﬁ%ﬁ%ﬁ
(iii) Capital requirement for operational risk (i) EERE2ERE

The capital charge for operational risk calculated in accordance E<\$ SR BRRERERTENEZ

with the basic indicator approach at the end of the reporting period EERRZEARFR

is:

2016 2015

—E-XRF —REF

HK$°000 HK$’000

FET FHT

Capital charge for operational risk LiERE R BARFE K 223,089 202,581
The disclosure is made by multiplying the Group’s risk-weighted BRBEERAHBHER A FLNAE

amount derived from the relevant calculation approach by 8%, and
therefore does not represent the actual amount of capital held.

Fubon Bank & #BiR1T
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I UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
KRBT B ER

(K) ADDITIONAL DISCLOSURES ON CREDIT RISK
MANAGEMENT

(i)

Credit risk exposures

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 Capital Rules to map the ratings to the exposures booked

in the Bank’s banking book.

The Group

On-balance shest
Sovereigns
Public sector entities
Mulilateral development banks
Banks
Securtes firms
Corporates
Collective investment schemes
Cash items
Requlatory retall exposures
Residential mortgage loans
Other exposure which are not past due
Past due exposures

Off-balance sheet
Of-balance sheet exposure other than
OTC derivative transactions or credit
derivative contracts
Derivative contracts
Other off-balance shegt exposures not
elsewhere specified

Exposures deducted from capital base

There were HK$20,822,000 credit exposures risk weighted at

F5E

RERERA
8
NEpE

% ERRRI
it

E:L
£z
SERAHE
2088
B
FERBER
TRBEZALER
Ll

BERER)
AETERBIEENATARY
N2 RERERN Bl

fETERH
Efen it REARENER

BERRRNRZER

(K) GERREBRZEIIMNEE

() FEERRBEE

SEE R AR AR RBEREER
BRBELNEEFRTIAR T XA
MR EERR - NTRREARRA
AT RTARAR 7 S BT AR BRI T O ERTT

RPAB R ERARY -

2016

Z2-5E
Total exposure
covered by
recognised
guarantees or
recognised
Total credit
exposure derivative
Exposures after covered by contracts
recognised credit risk mitigation Total  recognised HEDT
BRI EEER Risk-weighted amounts ~ risk-weighted ~ collateral ERAZERT
Total RiE42ER ERNESE amounts REZT  EHfAIR
exposures Rated Unrated Rated Unrated ERNE HARERZ  ANERL
BREE B Aol BR AR Beg BREE AREE
HK$'000 HKS$'000 HK$'000 HK$'000 HKS$'000 HKS$'000 HKS$'000 HK$'000
Tin Tén Tén Thn Tin Tén Tén Thn
4,031,616 4,970,009 - - - - - -
630,839 128,038 - 145,608 - 145,608 - -
1,368,099 1,368,999 - - - - - -
2671631 26,002,833 44,091 9,211,248 14,120 9,225,368 - 938,483
670,395 200,190 470,205 100,095 235,103 335,198 - -
32880738 10533212 20,492,507 6,191815 20365327 26,557,142 577,862 1920477
179,909 - 179,909 - 179,909 179,909 - -
163,790 - 867,202 - 289,205 289,205 - -
5,734,563 - 5,703,753 - 4217815 4211815 22,008 8,802
12,652,482 - 12437865 - 4,803,444 4,803,444 2,084 212,33
5,021,925 - 5,817,959 - 6,064,652 6,964,652 103,966 -
187,289 - 187,269 - 209317 209,317 120,200 8,859
90,004,171 430893371 46200800 15,648,766  37,428892 53,077,658 826,320 3,088,954
841,328 - 841,328 - 837,311 837,311 - -
707,05 523,903 161,248 160,539 161,248 31,781 21,904 -
11,344,001 431,052 1,203,110 90,215 698,901 789,116 9,708,939 -
12,892,384 955,855 2,205,686 250,754 1,697,460 1,048,214 9,730,843 -

1250% as at 31 December 2016 (2015: HK$12,922,000).

R-EBE—RFE+-_A=+—0  #5&
20,822,000/8 7t 2 5 E R 1% 1250% 0
A E(ZT—AF :12,922,000/87T) °
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(K) ADDITIONAL DISCLOSURES ON CREDIT RISK (K) SERBREE 2 EIMIE®)
MANAGEMENT (continued)
(i) Credit risk exposures (continued) (i) EEERREEE@®)
2015
30
Total exposure
covered by
recognised
Quarantees or
recognised
Total credit
BXPOSUre Gerivative
Exposures after covered by contracts
recognised credt isk mitigation Totdl  recognised HEZT
BRI EERR Risk-weighted amounts risk-weighted colateral  ERAFERT
Tota HERZER ERimEeE amounts HEAT REEIA

eADOSUIeS Rated Unated Rated Umated  BEME EARER.  ABERY
B B Al B it 868 BREE  EREE
HKS 000 HKS'000 HK$000 HK$000 HKS 000 HKS 000 HK§000 HKS 1000

The Group K&E Thn Thn Th Th T Thn Th Thn

On-balance shest BERERR
Sovereigns IiEd 2,050,648 2,952,495 - - - - - -
Public sector entifes DeRE 640,594 640,504 9,760 128,119 19352 147411 - -
Muttlateral development banks SEERR 23,126 263,126 - - - - - -
Banks ¥ 21852,93 27,451,016 1,908,8% 9,141,503 861,444 10,002,947 - 401,907
Securites fims 2507 343,878 243,738 100,140 121,869 50,070 171,939 - -
Corporates 1% 29,953,499 6,676,388 20,876,349 4186092 20649708 24,8359% 395,373 2,058,682
Collective investment schemes L2 e 103,248 - 193,048 - 103,248 193,248 - -
Cash ftems 278 147,015 - 662,952 - 211,429 211,429 - -
Requlatory retall exposures EESEAR 5,495,127 - 5,423,485 - 4,067,614 4,067,614 23,945 7,697
Residential mortgage loans [FERRER 12,546,332 - 1232119 - 4736,981 4,736,981 9,039 185,174
Other exposure which are not past due TERS 7 EER 5,495,610 680,421 4720214 1,701,093 4,738,629 6,439,682 94,975 -
Past due exposures B5ER 191,563 - 191,563 - 25,543 205543 100,574 8,858

8633463 39107788 4656726 15278836 36754013 51,082849 628906 2862318

Off-halance sheet EEEERN
Off-Dalance sheet exposure otherthan —— EIMTET AR FREENET AR
QT derivativ transactions or credt LEERERIBR

Gerivative contracts 1,020,199 - 1,020,199 - 1017412 1017412 - -
Derivative contracts fiETRAN 1,086,781 304,302 107,076 115,153 107,076 822229 95,403 -
Other offbalance sheet exposuresnot ~ EfstrA il AR AERER

elsewhere specified 9,651,480 345,868 704723 95,461 422,668 518,129 8,600,868 -

11,738,460 650,170 2431998 210614 2,147,156 237,710 8,606,291 =

Exposures deducted from capital base  HEAE#HKZER =

Fubon Bank & R1T
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NAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(K) 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 adversely correlated with the credit quality of that counterparty
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 2016 and 31 December 2015 that the Bank would be
required to post additional collateral of HK$5.5 million and HK$56.0
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.

REELHANBER

(K) GERBREE 2H/MIE @)

(ii)

METAXRGHFEERRAEER
Z BB

METAZEERRAEEEXAER
AE T EZ 8) 2 RAEHE R 2 E5]
ZEFERREASRFHFEREER
B — B ETERE - ATARHER
ERREXFHFRBIELEAREE -

EXFZUTFEINEERREZISHTF
NEEEZRKERAZEXSOMSAR
AEMEEE TN ERBELE AR
B o EEE R REEEBIER R TR
MEBEI - ATHA S ERKRERF
A ) £ e [ B - DA B 146 5B 85 1) fEL B 22
S REE ST ©

BETETASHE NBHEFERE 2
B3R AT EESRTA—H - &M
ER—E—RE+-_A=+—RHE=Z
—AF+-A=+—B8RRAGH &
11785 Rt EESMEH 65,500,000 7T
556,000,000/ 7T °

TEREAARERESBER S RITE

TARHPEENTIZENRR - Bt
RETHRRARE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(K) ADDITIONAL DISCLOSURES ON CREDIT RISK (K) GERBREE 2H/MIE @)
MANAGEMENT (continued)
(i) Counterparty credit risk-related exposures for iy TETEXZHFEERKAEE
derivatives (continued) Z B (@)
(1) The analysis of the major classes of exposures by (1) BRXZEFEs>Mz2EZRRE
counterparty type is as follows: BAHTEAT -
2016 2015
“Z-XRE “T-8fF
Securities Securities
financing Derivative financing Derivative
transactions contracts transactions contracts
BHBERS FEIRGHN  BHRARS  MTEIARK
HK$’000 HK$’000 HK$'000 HK$'000
FERT THERx THL THET
Notional amounts: EEEHE:
Banks R1T 10,071,184 33,408,354 8,946,757 33,755,645
Corporates g 1,038,476 6,680,585 635,360 13,930,036
Others Hih 234,341 3,098,263 69,363 3,165,966
11,344,001 43,187,202 9,651,480 50,851,647
Default risk exposures: EHER
Banks Eichl 426,097 513,596 345,868 309,545
Corporates ¥ 974,624 171,555 635,360 701,778
Others Hi 234,341 - 69,363 &
1,635,062 685,151 1,050,591 1,011,378
Risk-weighted amounts: EEIESE
Banks ReT 89,044 155,386 95,461 120,396
Corporates E 485,555 166,401 367,296 701,778
Others Hih 214,517 - 55,372 98
789,116 321,787 518,129 822,229

204 Fubon Bank & R1T
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NAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(K) ADDITIONAL DISCLOSURES ON CREDIT RISK
MANAGEMENT (continued)

(ii) Counterparty credit risk-related exposures for

derivatives (continued)

@)

REELHANBER

(K) GERBREE 2H/MIE @)

The analysis of counterparty credit risk exposures is as

follows:

Gross total positive fair value which are  3EE5REAR FEATE
not securities financing transaction B

Default risk exposures net of NKREBREZBORR
bilateral agreements

Default risk exposures net of NBRBERGHZ
cross-product agreements ENRER

Recognised collateral held: BENERTEAR

Debt securities EE

Cash on deposit with the Bank BRRATHREER

Equity securities BRAES

Default risk exposures net of HRBEENERTERR
recognised collateral held ZENER

Risk-weighted amounts: BEMNESE

iy TETEXRZHUFEERMREE
Z ko
2 RZIHUFEERBRIFTIT -
2016 2015
—E-RE “T-hF
Securities Securities

financing Derivative financing Derivative
transactions contracts transactions contracts
EHFMERS fIETARHN  EFRERS  (IEIASRK
HK$’000 HK$°000 HK$'000 HK$'000
TR TR FET FET
- 746,196 - 583,786
11,344,001 707,055 9,651,480 1,066,781
11,344,001 707,055 9,651,480 1,066,781
9,708,939 - 8,600,888 -
- 18,655,158 - 16,566,560
- 8,662 - 3,059
9,708,939 18,663,820 8,600,888 16,569,619
1,635,062 685,151 1,050,591 1,011,378
789,116 321,787 518,129 822,229

There were no outstanding credit derivative contracts as at 31

December 2016 (2015: HK$ Nil).

RZE—RFE+-A=+—B(=
ZE—0F: TR UEEEL

T

BEEH -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION I

REBERHANBER

(L)

(M)

(N)

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 42(a).

BRRIGKRE :

In respect of long term investments:

Cumulative realised gains/losses from
sales and liquidations

RERWEHE

Unrealised gains/losses

- Amount recognised in reserve but not —RAEERBRERBBEREZLHE

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 2016, 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 (2015: HK$109 million) and decrease
earnings over the next 12 months on the USD interest risk positions by
HK$91 million (2015: HK$95 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.

Fubon Bank & #BiR1T

(L) RITRFAZKRERR ZEME

RE@IBZHE 2 BHER BIR AR RE KA RS
BEERE AR MITH 2 A - LAKBSR
Rz BREEAEERREESRREZA
RZIEE BRI ARITZBTRISEHE - &
ERBEBRELABERS EFARRB K
BETHRITERIERTE - IEXSEEND
BAIABREESHEE |IRRATFEETE
(anBftsE2(g) R 42(a) i) »

2016 2015

S —F-nF
HK$’000 HK$'000
FHRT THx

RERHERER REER KR HiR

(M) SRATRRF Az 7 R [ B B 28 oz B MR

=

ZReEREHMRHRIFE@BARE] K
TRFEEERBRREEN R 2K
EFo00EERZ BERFEE AR+ —EAZ
BNZEE -

R=Z—AF+=A=+—H ' FE EF200
BEESEERRT-—EAABTHERBRIEA
2 B F|# n1125,000,00008 7T (ZE— R F ¢
109,000,000/ 7T ) K2 £ R 5 + = {& A = 7T 7
RERRA Z B AR 291,000,000/ T (=
—F4F : 95,000,000/ 7L) °

(N) XER
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I UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(O) KEY COMMITTEES

The Board of Directors (the “Board”) 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 Steering/Business Committee, Asset and
Liability Committee, Internal Control and Compliance Committee, Credit
Committee and Information Technology Steering 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, and 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 also has 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.

REBLRHAPBER

(0) EEZES

EReCRU N EEERE G UBHESST
ﬁﬁﬁﬁ*%%é%ﬁﬁﬁ%ﬁééﬁ‘%%
rFHEES  RREE®  WTEEZE®
RHITEESE - WS EFEMRILTETE
BRANEESGUEBRTEEEREZ AL
ZEREROREEBEY ¥BREY  BHE
E%§AE~W$W?&Aﬁ§Eﬁ EEE
BENBEMMEREELREE - REREEZE
PR R B REF DN AT

g

BEE

BEZEZEEHR=-BKEMENK  BE—F
HRITEBELMEBUIFRNTES - B
REECHBREHE ZGHEXERZ
BYFRTEETER - ZZESEF
BOBITNREERE  WEAFZERSET
BINGHE -

B

i)

BiZE B ARRYE AT W% R ®i2
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OERRERERE 2EE -

%E ,5@2 METZIS TZHBImER
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION I

REBERHANBER

(0) 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 (both executive and non-executive),
Senior Management and Management Committee Members. 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, Senior Management and Management
Committee Members 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 Committees, Senior Management and
Key Personnel (as defined in the Remuneration Policy of the Bank).

Risk Committee

The Risk Committee comprises four members including one 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 annually review and endorse the
Bank’s risk appetite statement and risk management strategies.
It will oversee the establishment and maintenance by Senior
Management of appropriate infrastructure, resources and systems
for risk management, particularly in relation to compliance with
relevant legal and regulatory requirements and adherence to the
approved risk appetite and related policies, and the adoption of
best practices wherever feasible.

The Risk Committee is required to ensure that the staff responsible
for implementing risk management systems and controls are
sufficiently independent of the risk taking units in the Bank.

Fubon Bank & R1T
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(ii)

(iii)
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I UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(0) KEY COMMITTEES (continued)

(iv)

(v)

(vi)

Executive Committee

The Executive Committee comprises the Non-Executive Chairman,
Non-Executive Vice Chairman and the Executive Director 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 Executive Director
of the Bank. It has the delegated authority to approve credit
proposals, credit policies and other credit related matters which
require the approval of the Board. The Executive Credit Committee
will meet as required.

Management Steering/Business Committee

The Management Steering Committee and the Management
Business Committee (together “the Committees”) are both chaired
by the Bank’s CEO, and comprises senior management personnel
appointed by the CEO. The Committees are the key decision
making bodies for the Bank and are 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. The Committees are also responsible
for the formulation of the Bank’s business strategies and major
bank-wide initiatives for the Board’s approval. The Committees
meet weekly to evaluate and approve new business initiatives,
coordinate business and support units during the implementation
process, monitor the progress. The Committees also monitor the
implementation of the approved business strategies and, review
the achievement of business targets, objectives and the financial
performance of the Bank.

REBLRHAPBER
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(iv)

(v)

(vi)
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(0) KEY COMMITTEES (continued)
(vii) Asset and Liability Committee

The Asset and Liability Committee (“ALCO”) comprises the Bank’s
CEO, 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’ 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.

(viii) Internal Control and Compliance Committee

The Internal Control and Compliance Committee (“ICC”) comprises
the Bank’s CEO, Executive Vice Presidents, 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 regulatory 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 regulatory 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 regulatory compliance standards, the ICC and its
sub-committee review and discuss major regulatory compliance
or AML or operational risk events, latest developments in statutory
or regulatory requirements applicable to the Bank, progress
of implementation of new statutory or regulatory compliance
requirements and progress of rectification of audit findings.
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I UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(0) KEY COMMITTEES (continued)
(ix) 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.

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 for credit facilities 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.

Information Technology Steering Committee

The Information Technology Steering Committee is chaired by the
Bank’s CEO, and comprises senior management personnel as
appointed by the CEO. The committee is responsible for providing
oversight of the Bank’s key information technology governance
objectives. The committee meets monthly to approve long and
short term information technology strategies to ensure they are
in line with the Bank’s business strategy and priorities; approve
funding and determine prioritization of information technology
enabled investment projects; track status of key projects and
ensure benefits realization upon completion; and manage major
information technology risk issues and their remediation.
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The Bank’s remuneration system is applicable to all staff of the Bank
and its subsidiaries and documented in the Bank’s Remuneration Policy
and related guidelines. The Nomination and Remuneration Committee
(“NRC”), whose composition and mandate is set out in Note (O)(ii) above,
is responsible for overseeing the remuneration system of the Bank.
During the financial year, two meetings were held by the NRC and it
reviewed and approved, inter alia, the Bank’s Remuneration Policy. The
Bank has fine tuned its Remuneration Policy to reflect certain changes
and to better comply with the requirements of the HKMA'’s guideline CG-
5.

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 talented and skilled staff;

- calibration to the differing needs of each division and staff’s levels
of responsibility; and

- benchmarking against industry norms should be done at least on
bi-annual basis to check the reasonableness of the compensation
by peers.

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 and year-
end discretionary bonuses.

Salary increments and bonuses of staff not covered by sales incentive
schemes are determined according to a performance evaluation
guideline covering both achievement of Key Performance Indicators and
Workplace Behaviour measures. These include both risk and compliance
related measures where appropriate. An overview of the risks relevant to
the Bank’s operations is set out in Note 45 to the financial statements.
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(P) DISCLOSURE ON REMUNERATION (continued)

Share options are currently not offered as incentives as the Bank is a
wholly owned subsidiary of Fubon Financial Holding Co., Ltd. (“FFHC”)
and the NRC considers that the performance of FFHC’s shares is too
remote from the performance of the Bank. Different variable pay forms
are used as appropriate to further the long and short term business
goals of the Bank, staff retention and to limit inappropriate risk taking.
In particular, the Bank’s sales incentive schemes are capped so as to
limit mis-selling. If the staff member’s variable pay in cash exceeds pre-
determined thresholds, a portion of it will be deferred for up to 6 months
for general staff and 36 months for Senior Management, reflecting their
relative responsibilities and roles. A claw-back mechanism may be
applied to deferred variable pay in specific circumstances as stipulated in
the Bank’s Remuneration Policy.

The NRC when considering the budget for salary increases will take into
account a number of factors including, but not limited to, latest market
and industry practice, yearly inflation rate, performance of the Bank, the
results of annual surveys on trends in pay and salary adjustments made
in the last financial year. The salary increase budget as well as the salary
increase for Senior Management and Key Personnel is approved by the
NRC.

The remuneration of the Chief Internal Auditor is determined by Audit
Committee and approved by the NRC. The remuneration of the
heads of other risk control departments is determined by the NRC.
The remuneration of individual members of risk control departments
is determined by the heads of those departments, within a budget
approved by the NRC, taking into consideration the performance of
the relevant staff (including but not limited to the fulfiiment of Key
Performance Indicators and Workplace Behaviour measures), latest
market situation and industry practice.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEERHAMBEN

(P) DISCLOSURE ON REMUNERATION (continued) (P) HEMIEE (o)
Senior Management and Key Personnel SREEERFEST
There were altogether 23 employees classified as Senior Management RAMBEE » B8R EIHEASRKER
(3 employees) and Key Personnel (20 employees) in the financial year. B(3B)REEBET(208) - mREBIERE (M
The remuneration packages of Senior Management (Note i) and Key FD)MEEE T (K til) OFERIERE M
Personnel (Note ii) are determined by the NRC with reference to the MEEELXETIMAZRRTE :

following factors:

—  latest market and industry practice; — ERFMBREREN

- yearly inflation rate; —  2E@EXR;

- results of annual surveys on trends in pay; — EFEEHFMBRATER

- salary increments made in the last financial year; —  E—AYREEEDLZHENE

- performance of the relevant staff; and - FHEIZRHE R

—  attraction and retention of talent. —  RS|FBBAL -

Note i Senior Management refers to those senior executives who are B azi ERETEE I L B B EERAITR
responsible for the oversight of the Bank’s strategy and activities. BN EETHNGREEAS -
They include the following positions: o PIE 5L T Bt -

- Chief Executive Officer & Managing Director - THBHREZEKE

- Executive Director (s) - BITES

—  Alternate Chief Executive(s) - BETHEH

= Executive Vice President(s) —  BITEIEAR

Note ii Key Personnel refers to those executives, other than Senior Biitii FTEETEIEANL SHREEEIL
Management, whose duties or activities in the course of their Sh - R FEH R E A BB 35 5
employment involve the assumption of material risk or the taking BB BARITARELT ERBAIAL -
on of material exposures on behalf of the Bank; currently the BAEHZESHERTH TS5 ES
Management Committee Members and Department Heads in BIEBPIEE

Financial Markets Division.

The aggregate quantitative information on remuneration (Note iii) for the AITEMEEERIFEEINANMREE 25
Bank’s Senior Management and Key Personnel for the financial year is B (M sEiinD) 2B R EHT M T - SRETIEERE
set out below. Separate figures are not given for Senior Management as RSB AGRME  BEREZHITAEHNSE
the number of executives is so small that individuals’ remuneration could B @R ATHEME BE8UE TR EH
be easily deduced from disclosure of a breakdown of the figures: B o
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(P) DISCLOSURE ON REMUNERATION (continued)

Senior Management and Key Personnel (continued)

(i)

(i

Amount of remuneration for the financial year and the previous
financial year, split into fixed and variable remuneration:

REBLRHAPBER

(P) HMEE 2

SREEENETES T (2)

() AUBFERBEMNBRFEHFHE -
D REERIFEFE

Senior Management and Key Personnel

BREEERTERT
2016 2015
“E-RE —Z-1f
Non-deferred Deferred Non-deferred Deferred
FEAHM EAHM FREFEM R EM
(Amountin HKD)  (Amount in HKD) (Amount in HKD) (Amount in HKD)
Types of remuneration HEs (BneH) (BreE) (Bne®) (Bne®)
Fixed Remuneration BEEHH
46.67 million Nil 49.42 million Nil
Cash Re 46.67HE 3 4EE i
Variable Remuneration FEHMH
Cash Be 6.80 million 1.72 million 8.71 million 1.2 million
(Year-end (Year-end 1288
bonus paid bonus paid
in 1/2017) in 1/2016)
6.8058 17288 871EE
(R=B-t%-A (R=F—7%-H
IRABERTA) STEERTEL)
Nil Nil Nil Nil
Shares and share-linked instruments RARRAREIL id i & &
Aggregate amount of outstanding deferred variable remuneration iy TENFBDFEM(ORERBERHAREE)
split into vested and unvested: pdt
Senior Management and Key Personnel
EREEERTERT
2016 2015
ZE-XE TR
Awarded for Awarded for Awarded for Awarded for
Performance Year  Prior Performance  Performance Year ~ Prior Performance
2016 Years 2015 Years
R-B-AEE REAEEZ  HMIB-REEZ HAMEEL
JREMBHZAE  RAMRNZEE FOMEHCEE  RRAEHCER
(Amountin HKD)  (Amount in HKD) (Amount in HKD) (Amount in HKD)
Types of remuneration FMER (BmeH) (BreH) (Bne®) (Bre®)
Vested 258
Cash Be 6.80 million 0.48 million 8.71 million 0.06 million
(Year-end bonus (Year-end bonus
paid in 1/2017) paid in 1/2016)
6.80EE 0.48EE 87188 0.06BE8
(R=B-tF-A (R=F-~%-A
IRWERTA) SNHERTEL)
Unvested b3 |
Cash Be 1.72 million Nil 1.2 million Nil
17288 : 1288 i
Shares and shared-linked instruments ~ RGRRAHEEIL Nil Nil Nil Nil
] : i i
There was no deferred variable remuneration being reduced RIZT—RF » WEEFAEZEFH B
through performance adjustments in 2016. Ak 2% TS T e 09 o
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AEERHAMBEN

(P) DISCLOSURE ON REMUNERATION (continued) (P) HEMIEE (o)
Senior Management and Key Personnel (continued) SREEBRFEEI @)
(i) The deferred amount of HKDO0.48 million for prior performance (i) ERXRFFENLENCTE048EED
years was paid upon fulfilment of vesting conditions and expiry T B R 2 B B B A 1 SR A HA FE W 18 X
of the deferral period. The deferred amount of HKD1 million for ff e RRIBFENWIENEE1IAEB T
this performance year will be paid on expiry of the deferral period HE A REASH EA JE i I 22 K B B (18 U 5

subject to the fulfilment of vesting conditions.

(iv) None of the outstanding deferred remuneration is subject to vy ANENFMEBEELELEZESSA
implicit ex post adjustment. Total amount of outstanding deferred B o JIR I 18 B RE T BE 2 R A AIE A< 5
remuneration and retained remuneration exposed to explicit ex post 4 %8 N A IR BR S INAR R IR ST

adjustments is set out below:

(Amount in HKD)

(BrerE)

Total amount of outstanding deferred RITIE Hr BN 4B 5E 1.72 million

remuneration 1.7288

Total amount of deferred remuneration awarded, WA EBEE @ BT « XA RS KRBERM Nil

paid out and reduced through performance {ER R 2 RE1 B 42 58 i
adjustments during the financial year

(v)  No guaranteed bonus (including Sign-on bonus) was awarded (v) MABBEELEEREECAL(BIER

during the financial year. HITELT) »

(vi)  No severance payment was awarded or paid during the financial (Vi) RATBREETESNREES -

year.

Note iii Remuneration refers to all remuneration payments payable to Bt aziii FNE IS T B AR B FEE A B L5
employees during the financial year. The remuneration also TRV (T - 7 NiE A1 45 FE N BT I
includes remuneration payments to three resigned staff during the FEAR=(EESETHLZ L -
financial year.
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KRBT B ER

(Q) MARKET RISK MANAGEMENT Q) TERBREE

Details of the Group’s market risk management policies and measures
have been set out in Note 45(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 Group’s exposure to day-to-day market fluctuations. It is
not intended to measure the Group’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.

AEBZMSRABRERBRE LG FHHN
B 5E45(b)

REEAEOKTERIO% - HEHA—ERS
BREB-—FELBRAUFERRE - A%
BT RBORRETNERELEEE o ELE
BERABATSEXR (B - XEBTRT
BRERZENEER - BREEXEHRE
AEEAZAETSKBNAR  BEEHE
AEEAZEREREMANRARE - flIINAR S
BB RREE

ARBEHENEEARSEANARE T
RAFITORR EE R RRAREA RBME
TSR THLE -

2016 2015

—E-RF —ZET—hF

HK$’000 HK$’000

At 31 December R+=—A=+—8H FHExT FHET
VAR by risk type: 1R BREEE 2 E R E

Foreign exchange risk SN [ B 929 169

Interest rate risk ) == &L B 25 124

Equities risk e - -

Total VAR BREKRIE 124 293

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.

AEERAN-—EEENEERERSES -
WiEBEEMTISRERIBHER ZRE TS
% OREEMRETIZRER - BAREERIN
M5 - MEMIGHRFMRETSRHERE
SEATSRAR MELESEREFNZS
R BREEERMMESMELNRER
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(Q) MARKET RISK MANAGEMENT (continued) (Q) THEEARERE )
The Group’s maximum market risk exposures are set by the ALCO. AEF 7 EEMERRAEREEARGZE
Exposures are monitored and reported to the management regularly. The @I F WEHSIER: K AERSIEEE
average daily revenue generated from the treasury’s trading activities e FRNATEXR G EHESHFHEFRK
for the year was HK$140,036 (2015: HK$226,857) and the standard 2% A140,0368 L (ZZE— R F : 226,857
deviation was HK$125,621 (2015: HK$742,337). An analysis of the Jo) c IREREA125621ETL(—FT—HF
Group’s trading revenue is shown below: 742,337 7T) c AEBEZRH W AT ¢

Daily Distribution of Trading Revenue
for the Year Ended 31 December 2016
BE-E-—R"F+-A=+-BHLFESEXZWUEIH
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for the Year Ended 31 December 2015
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Wz (FE7T)
This shows a maximum daily loss of HK$72,728 (2015: HK$1,611,610) A FBRBETRN245K(ZE—FE : 247K)
with 19 days (2015: 25 days) out of 245 days (2015: 247 days) showing XHEM 19K (ZE—FF : 25K)EE
losses. The most frequent results were observed in daily revenue falling B a8 AEBE72, 7288 T(ZE—RF
from HK$50,000 to HK$100,000 (2015: HK$O to HK$50,000) with 59 1,611,6108T) - ZER R HKE AT HK
occurrences (2015: 38 occurrences in the range). The highest daily #=TF50,0007 7 & 100,000 T (ZE—F
revenue was HK$737,262 (2015: HK$10,830,148). £ 0BT ES50,000/7T) © W% AR H

50R(ZT—AF : RZARILIRIBIX) °
ESERKHEATI7,2628T(—E—HF :
10,830,148 J#B7T) °
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