UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
ARBRHEEUBEER

(A) CAPITAL RATIO (A) EXRLEZE
As at
31 December 31 December
2017 2016

R=B—tF  ROF-AF
+=A=t-A +-A=t-"

Total capital ratio FEEEWIN e 19.42% 17.02%

Tier 1 capital ratio —RENR = 15.42% 12.60%

Common Equity Tier 1 (“CET1") capital ratio TR AR — R E A X 13.08% 12.60%

Capital conservation buffer ratio FREHREEHEEARL R 1.25% 0.625%
HK$°000 HK$’000

FET FHT

Tier 1 capital — B 9,671,328 7,154,632

CET1 capital LBRA—REAR 8,202,763 7,154,632

Total capital EE R 12,182,359 9,662,042

Total risk-weighted amount e ol ok 62,717,439 56,762,666

The calculation of the above ratios are illustrated as follows: Bt R 2 S ETEIRM

Total capital ratio Total capital 24 7~

BE AR = Total risk-weighted amount &\ 4E 4258

Tier 1 capital ratio Tier 1 capital —#{ &7

—REKRLLE Total risk-weighted amount [E\[& A4 4 58

CET1 capital ratio CET1 capital E@BEA—HFER

TR A —REARLL X Total risk-weighted amount [E\[& AN 458

The capital ratios as at 31 December 2017 are computed on a R-TE—+FE+-_A=1+—H BALRIR

consolidated basis which comprises the positions of the Bank and Fubon BIREEEFE  ZEEOHESERAHES

Credit (Hong Kong) Limited as required by the HKMA in accordance with BHREZAN TR E MG (ES)BRATZ

section 3C(1) of the Banking (Capital) Rules (“the Capital Rules”) for its WO - WIRRBGRITE (B A) AN ([ B AR

regulatory purposes. 8 1) 5E3C(1)EifmEL -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REBLH T EER

(A) CAPITAL RATIO (continued) (A) EXRLER @)
The basis of consolidation for accounting purposes is in accordance EEt BN 2R AEEEE B ERELER —

W EBERRFEEA LR AR ERE
B o stEEALL KR RGEFFAZHBRRH
REATF :

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 2017 As at 31 December 2016

R-Z—t&+=-A=+—-H

RZZE—RF+=A=+—H

Name of subsidiaries Principal activities Total assets Total equity  Total assets Total equity
MEDRERE TEEK EERE ERAHE BELR R
HK$’000 HK$°000 HK$’000 HK$’000
THERT THERT FAET TR
FB Securities (Hong Kong) Limited Securities broking 157,451 69,168 139,648 102,187
BREF(BR)BRAA BHEL
FB Investment Management Limited Fund management 21,988 19,455 21,365 18,622
BRREEEFGRAA HeER
Fubon Insurance Brokers Limited Insurance broker services 3,209 1,711 3,015 2,040
EARBRERARA A RER A 40 AR 7S
Fubon Nominees (Hong Kong) Limited Nominee service 3,858 146 3,713 138
RIBARTS
Admiralty Finance Company Limited Company secretarial 63 63 63 63
BEUMBEERAT RAIME
Aquarius (Nominees) Limited Inactive 6 6 6 6
BE
186,575 90,549 167,810 123,056

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 33, 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 24 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).

AT Lt A R 2 Bt Th iR IR E AR A B
EBRA—REARTIER o N FE AL R
PetER A RE— MO ZATHE AR - I
BEBEARER -

AEECREBRBCRITEREIDNREERDE
SERER (M EES3M IR EE) - UEEEE - &
REZESH N ERATERIELRERER
REEFIEL -

RRERNRA - AEECHRAMRETTE G
HEERR N5 ER 2 E NS E I RR
R IERERIDEFEZERR -

AFEGRITERE)RAD F241k - AEEE
FEANEEE 480k A (http://www.fubonbank.com.hk)
[EERE W TNERALEREENRERSE
BRIRERE AN EEEARBEEBNEINE
o
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(B) LEVERAGE RATIO (B) EEL=R
As at
31 December 31 December
2017 2016

R=B—tF  ROF-AF
+=A=t-A +-A=t-"

Leverage ratio R L 9.73% 7.44%
HK$°000 HK$'000
FER FHET
Tier 1 capital —REXR 9,671,328 7,154,632
Exposure measure R EE 99,417,202 96,105,542
The calculation of the above ratio is illustrated as follows: bttt R 2 EHE AV R :
Leverage ratio Tier 1 capital —fH & A
BER & Exposure measure &\ 2{&
The Group calculates the leverage ratio on the same consolidated basis AREBIZRBEK FA)MIBENGTEE AR
as the calculation of capital ratio as disclosed in Note (A). ERMNEEEEAEEREL X -
To comply with section 24A of the BDR, all additional information in AEAGRITERE)BADFEUAKR - REFD
relation to the Group’s leverage ratio disclosures are published by FEAREBAEUL A (http://www.fubonbank.com.hk)
using the standard disclosure templates as specified by the HKMA [EEERE | — M TN TAHLEREENEERE
under “Regulatory Disclosures” section on the Group’s website TR 2B — V) B A AN S EAB AR b R IR FR Y BB A
(http://www.fubonbank.com.hk). BE o
(C) COUNTERCYCLICAL CAPITAL BUFFER RATIO (C) HRAHEFEEARLZR
As at
31 December 31 December
2017 2016

R-®—t&  W-FAF
+=A=t-8 +-A=+-~

Countercyclical capital buffer (‘CCyB”) ratio 1P FEHRAE E B AN b R 1.080% 0.557%
The Group calculated the CCyB ratio on the same consolidated basis as AEBRRBREMFAMBENTEER L X
the calculation of capital ratio as disclosed in Note (A). MR EEETE S AREEHERNL X -
To comply with section 24B of the BDR, all addition information REEERTTEGRR)HRADE24BIE - AEER
in relation to the Group’s CCyB ratio disclosures are published by £ 7K 5= B 48 4 A (http://www.fubonbank.com.hk)
using the standard disclosure templates as specified by the HKMA [EEEHE | — R N EAESE REENZEREE
under “Regulatory Disclosures” section on the Group’s website R AR 3% EE — Y B AN R B3 R B R F 8 A Lp &
(http://www.fubonbank.com.hk). WEAREINE K] -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(D) LIQUIDITY RATIO

The Group’s average liquidity maintenance ratio for the year ended
31 December 2017 and 2016 was well above the statutory minimum ratio
of 25%.

Average liquidity maintenance ratio Y ED I HE L R

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.

REBERRMANBER

(D) REIESHL =
HE-_ZT—+FR_F—<"F+=-_A=+—H
IEFE  AEENFERBEEFLERRFN
TETE SR L R H)25% o

For the year ended

BE+-A=+—BHLFE

31 December 31 December
2017 2016
—E—tF ZE—RF
50.52% 48.49%

FHRBEEFLERIZGEE AFHERNE
MPHBEE - SEE A TG R TDRECR
TEORBE)RAD(DRB IR R ) FHE I 82
[ RBAIHAE R B & 24000 B 3R [(MABS)1E)
BN B FERAEEE B -

FHRBUEEFLETESERMELNRD
ERR - RB IR R RESE RIEENERS
EE(ERERBEATREARYB(EE)BERA
ADFTEREEERE -
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

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

(E) ROTXSENEFERNE-—LT N

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

BOERBEREFTNELPEFTOITMT < &
BOESMNERESERMERAMNERKE

categories and definitions used by the HKMA. E
2017 2016
—Z—tF ZT—RF
% of % of
Gross  gross loans Gross gross loans
loans and covered by loans and covered by
advances collateral advances collateral
BEAZER BERZER
fBRk HEREEZ fERk MEREEZ
The Group AEE EX8E Epalsd B B
HK$’000 HK$’000
THERT % FTHET %
Gross advances for use in Hong Kong EEAFERNERER
Industrial, commercial and financial IEsw
- Property development —-MEER 3,542,760 15.31 3,756,167 34.25
- Property investment —WEIRE 8,461,107 92.58 9,852,120 93.68
- Financial concerns — et 3,616,993 5.14 1,346,366 8.07
- Stockbrokers -BRELLE 2,132,447 65.76 1,561,154 62.04
- Wholesale and retail trade —HERTEX 409,307 31.01 342,228 22.75
- Manufacturing — g 1,171,559 5.63 1,244,842 3.70
— Transport and transport equipment — 88 RBHRE 113,231 99.57 311,083 21.81
- Information technology — B 557,166 0.13 377,867 0.21
- Others —Hh 2,923,223 35.26 2,419,133 37.09
Individuals A
- Loans for the purchase of flats under BB [EEREENE] -
the Home Ownership Scheme, [FAAZEEETE IR
Private Sector Participation Scheme [HEEEREE]K
and Tenants Purchase Scheme or HEHER Az ETEIR
their respective successor schemes BFHER 5,705 100.00 12,135 100.00
— Loans for the purchase of other -BEHMEEMENER
residential properties 9,867,406 99.96 9,663,115 99.97
— Credit card advances —ERRER 964,430 - 1,070,172 =
- Others —Hh 4,642,525 28.41 4,665,215 26.89
38,407,859 36,621,597
Trade finance BomE 4,203,281 15.85 3,294,463 28.57
Gross advances for use outside Hong Kong £ & M LASME BB ) B 3R 4648 5,261,208 13.04 3,661,537 28.74
Gross advances to customers REEREE 49.79 58.64
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REBLH T EER

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

(E) (E) BITRSENEFERNE—LS DM

(&)

Analysis of the Group’s impaired advances in respect of industry sectors BITED MR ERREE10% A FRARE

which account for 10% or more of gross advances to customers: BUREERLT :
Provisions
(released
back)/
charged to
the profit Loans
Individual ~ Collective orloss written off
Overdue Impaired impairment impairment during during
advances advances allowances allowance the year the year
KEERER
& 5 BRE BNBzEE FAHE
AHER  REER  HERE  HAERE  /(BE) ZEX
HK$°000 HK$°000 HK$°000 HK$’000 HK$’000 HK$°000
As at 31 December 2017 RZZB-tF+=A=+-H TER TR TR FHER TER TER
- Property investment —-MERE 48,047 26,482 - 2,516 (792) -
- Loans for the purchase of ~BEHMEENENER
other residential properties 66,054 3,536 - - (560) -
- Gross advances for use outside ~ —EFEBAIMERR EF B
Hong Kong 57,316 57,316 57,316 15,235 22,079 -
Provisions
charged to
the profit Loans
Individual  Collective orloss  written off
Overdue Impaired  impairment  impairment during during
advances advances  allowances  allowance the year the year
KEE
&5 ge RBERK  FAME
BEMER OREER  AERE  AEERE NRoES ZER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
As at 31 December 2016 RZZ—R"E+-A=1+—H T FHET TAT THEL THEL FTHET
- Property investment —MERE 295,047 51,403 297 3,011 3,307 -
- Loans for the purchase of -BEHMEEMENER
other residential properties 64,415 - - 560 560 -
- Loans for other private purposes  —H L AR B ER 87,319 5,280 4,752 5,614 27,558 25,655
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(F) OVERDUE AND RESCHEDULED ASSETS (F) B RKEHEE
() Overdue advances to customers (i) BHEFER
2017 2016
—E—tF —T—RF
% of gross % of gross
HK$°000 advances HK$'000 advances
HERBE HEREE
FTExT ZEAE THT ZAnt
Gross advances to customers which REFERBE AR
have been overdue with respect MEFBE
to either principal or interest for
periods of:
- 6 months or less but over —A~EAFUAT
3 months HE=ERAL 3,469 0.01 10,039 0.02
- 1 year or less but over 6 months — —F5MUT
HEFSAE B A L 5,329 0.01 93,349 0.21
- Over 1 year —HBiE—F 147,918 0.31 82,392 0.19
156,716 0.33 185,780 0.42
Covered portion of overdue loans BEERRERD
and advances BEEHH 11,005 5,729
Uncovered portion of overdue loans BEERRERD
and advances EEHE D 145,711 180,051
156,716 185,780
Individually assessed impairment SaERB=M@A 2 ER
allowances in respect of advances 12 BRI R E R
overdue for more than three months 144,982 124,573
Loans and advances with a specific repayment date are classified BlETEZIHNERREREEAS KT S8
as overdue when the principal or interest is overdue and remains IR FERDASZNREE B AT BE - 9
unpaid at the year-end. Loans repayable by regular instalments N EENERELS D EHEHD @ BN E
are treated as overdue when an instalment payment is overdue AR FIRR AC B - RERKEENE
and remains unpaid at year end. Loans repayable on demand are IR AWBESEREWEREERBA
classified as overdue either when a demand for repayment has BERE SEEREREBEEANEERAN
been served on the borrower but repayment has not been made in BERERRRE  MBLE D AeERAFZER
accordance with the demand notice, and/or when the loans have SRR BRSNS EEE S EAD S
remained continuously outside the approved limit advised to the B o

borrower for more than the overdue period in question.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(F) OVERDUE AND RESCHEDULED ASSETS (continued)
(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:

(ii)

REBERRMANBER

(F) BHRKEEAEE =)

EXRERHNEFER

EEEFANBERREFTEEANERK
AFBGROR I o SRR R E BN E
0 AR ERE & Tk B ) S BB TR E N
RRER - MEEETH B RE EH R AR
SEHEFBERGR - EXERYNEP
EREERDHGREREZESABEE =
RA®ERERRERIIER - WA S0
T

2017 2016
—E—tF ZT—RF
% of gross % of gross
HK$’000 advances HK$’'000 advances
HERBE EEREE
FTExT ZEA FHT ZANt
Rescheduled advances to customers ~ EEBRHNEFER 7,993 0.02 20,012 0.05

(iii) Geographical analysis of overdue loans and advances
to customers

(i) ZHEESFTNWEBBREFERR

£

As at 31 December 2017

R=B—tH+=-A=+—-H

Impaired  Individually

Gross Overdue loans assessed

loans and loans and (individually  impairment

advances advances determined) allowances

BRR 2amER HEER 1815l 374

EXBE RER (fAREE) AERE

HK$’000 HK$’000 HK$’000 HK$’000

TR TR TET THET

Hong Kong B 39,888,508 99,400 129,988 98,647
China H 7,180,337 57,316 57,316 57,316
Other Hipin R 803,503 - - -
47,872,348 156,716 187,304 155,963
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(F) OVERDUE AND RESCHEDULED ASSETS (continued) (F) iR REHEE @)
(i) Geographical analysis of overdue loans and advances (i) ZWEIMWEAREFBERR
to customers (continued) I=ENC))

As at 31 December 2016 (Restated)
R-Z—RE+-A=1+—H(E)

Impaired Individually

Gross Overdue loans assessed

loans and loans and (individually impairment

advances advances determined) allowances

faxk  2AHER REER B RIFTFE

B RER (EREE) B R

HK$'000 HK$'000 HK$’000 HK$'000

FET FHET FET FHET

Hong Kong N 39,329,017 136,050 276,802 106,074

Other i@ 4,248,580 49,730 57,480 43,845

43,577,597 185,780 334,282 149,919
The above geographical analysis is classified by the location of the LA Bt @ S AT IRE R AFTEN - &5 R
borrowers after taking into account the transfer of risk. In general, BEREZEmMETE  —Rms r BEX
risk transfer applies when a loan is guaranteed by a party situated HMERAFRMEEIZEHFAR - 8

in an area different from the counterparty. R = ERARPTEME ©

The collective impairment allowance is not allocated to any R-_E—+tER_E—RE+-A
geographical segment as at 31 December 2017 and 2016. =+—H  BESARERESETE

] [E 7 &P o
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(G) INTERNATIONAL CLAIMS

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

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

Counterparty country/jurisdiction
Developed countries

Offshore centres
- of which: Hong Kong

Developing Asia and Pacific
- of which: China

Figures in HK$ million

Counterparty country/jurisdiction
Developed countries

Offshore centres
- of which: Hong Kong

Developing Asia and Pacific
- of which: China

BEBT
HFHER/AEER

EERBER

B
A

BRPGNEAFFLE
-Ed

BEBAT
HFHER/AEER
EEREX

B
- e s E

FRPSNEAFFLR
-Ed

REBERRMANBER

(G) EIFRfEHRE

TRAREEHHERNRABRINT - HRREE
BRECGRITE(RE) R MAENSF
P RIERINE - BRERRHFHERE
BERARRAE - REFHOMAERIEL D
B YR REREERRE  HEMEBREM
BE® 2 BREE AN 2 INEERE

BRI BRIt E D3I Bt MO ERRERER
BIEAEREBEREELBETILA10% 2 BBRE
ST -

As at 31 December 2017
R-Z—t&+=-A=+-H

Non- Non-

bank financial

Official financial private
Banks sector institution sector Total

FERAT B
R1T EAKE SRIBE AABE e
12,753 18 80 29 12,880
544 - 3,387 11,976 15,907
113 - 3,149 11,030 14,292
12,167 401 1,536 9,713 23,817
9,569 401 1,536 9,030 20,536

As at 31 December 2016
RZZE—~"E+-R=+—H

Non- Non-

bank financial

Official financial private
Banks sector institution sector Total

FEERT Fer
RT B SRS FhAHERE i
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
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(H) NON-BANK MAINLAND CHINA EXPOSURES (H) PEIAMIERITE R

PERMIFRITEZEREZSERIHABEAN
TRERTB(BR)BERRFRERKDIT

The analysis of non-bank Mainland exposures includes the exposure of
the Bank and Fubon Credit (Hong Kong) Limited on the basis agreed with

202

the HKMA.
2017
—E—tF
On-balance Off-balance
sheet sheet
exposure exposures Total
EEEERAN EEAEGERN
Z Bk Z Rk B
HK$’000 HK$’000 HK$°000
THERT FHET FE T
Central government, central government-  FRREFT « R REFHES 2
owned entities and their subsidiaries ERENNEHBARIRAS
and joint ventures (“JVs”) NS 9,486,485 102,285 9,588,770
Local governments, local government- WA BT - RS 2
owned entities and their subsidiaries BERENANEHBAR KR
and JVs RN 2,435,818 - 2,435,818
Companies incorporated in and PRC TR B i AR A S 2 A B K
nationals residing in Mainland China BERTEAM s AEAR 5,174,078 313,971 5,488,049
Companies incorporated outside and REEZEERNREARM .2
PRC nationals residing outside FR B Pt DA S [ A S
Mainland China where the credit is ZARREEREREEZ
granted for use in Mainland China FEAR 2,346,627 120,393 2,467,020
Other counterparties where the exposures  A1TR A E R A B A
are considered by the Bank to be SERITEZRABR 2 HMWR 5
non-bank Mainland China exposures HF - - -
Total Pt 19,443,008 536,649 19,979,657
Total assets after provision EEBECGIRES) 97,558,600
On-balance sheet exposures as BEABRAZRBRIGEE
percentage of total assets wEzZEDL 19.93%
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Central government, central government-
owned entities and their subsidiaries
and JVs

Local governments, local government-
owned entities and their subsidiaries
and JVs

Companies incorporated in and PRC
nationals residing in Mainland China

Companies incorporated outside and
PRC nationals residing outside
Mainland China where the credit is
granted for use in Mainland China

Other counterparties where the exposures
are considered by the Bank to be non-
bank Mainland China exposures

Total
Total assets after provision

On-balance sheet exposures as
percentage of total assets

(H) NON-BANK MAINLAND CHINA EXPOSURES (continued)

HRBUF - HRBUSHER Z
ERAREMB LR &
BERF

I BUNT - 15 BUSHER 2
ERAREMB LR &
BERF

NGRIC A e i AN
BERTFEABZFEAR

REHZEERRPRAMZ
HR B g A S0 ] B S
ZREIREERE@RY
FEAR

RITRBERR ST ERM
FRRITEZRABRZEMR S
#F

wE

BEEREGNRER)

BEARKRAZERMNG
BEREZEDL

(H) FEAtIFEERITE SRR

2016
T —RF
On-balance Off-balance
sheet sheet
exposure exposures Total
BEEBERA BERBRI
2 R 0 s
HK$’'000 HK$’'000 HK$’000
FHET FHET FHT
6,128,376 62,500 6,190,876
1,286,061 73,077 1,359,138
2,185,954 123,681 2,309,635
2,594,178 120,801 2,714,979
12,194,569 380,059 12,574,628
94,294,107
12.93%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(I CURRENCY CONCENTRATION () MNEFRE
The Bank’s net positions or net structural positions in foreign currencies RITREBIINER F A B R BT RE (L
are disclosed as follows when each currency constitutes 10% or more B INEFRBHEREBEERBTFEN
of the respective total net position or total net structural position in all 10%3 A £ - #ERAT -

foreign currencies:

As at 31 December 2017
R=-B-t&+=-A=t-H

Other Total

Chinese foreign foreign

US dollars renminbi currencies currencies

Equivalent in HK$ Million BBETSE EY ARH Hit s M@
Spot assets HEEE 33,853 3,147 10,572 47,572
Spot liabilities BEaE (27,964) (2,847) (9,026) (39,837)
Forward purchase REHBEA 7,467 722 3,049 11,238
Forward sales REE (12,299) (983) (4,595) (17,877)
Net option position e RFE - - - -
Net long/(short) position /(R)&FE 1,057 39 - 1,096

Net structural position EEURRFE - 1,399 - 1,399

As at 31 December 2016
RZZE-—R"E+ZA=+—H

Other Total

Chinese foreign foreign

US dollars renminbi currencies currencies

Equivalent in HK$ Million BEBTEE xET AR Hih o SN 1B 5E

Spot assets REEE 31,656 2,840 10,650 45,146
Spot liabilities REAE (20,774) (2,782) (10,661) (34,217)

Forward purchase RHBA 7,571 2,218 3,032 12,821
Forward sales RHIE N (18,376) (2,239) (3,023) (23,638)

Net option position e RFE = - - -

Net long/(short) position K/ (B)&FH 77 37 @) 112

Net structural position EEUERTE - 1,399 = 1,399
The net option position is calculated on the basis of the delta-weighted MERRFEDRBIESON [SREBINE
position of option contracts. Net structural position represents the BEIREEE - BB EERFEREARTT

Bank’s investments in an overseas associate. RN E R AIRIRE ©
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

W)

(K)

(L)

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 2017, the 200 basis points interest rate rise would
increase earnings over the next 12 months on the HKD interest risk
positions by HK$174 million (2016: HK$125 million) and decrease
earnings over the next 12 months on the USD interest risk positions by
HK$36 million (2016: HK$91 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.

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.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBRH R B ER

(L) KEY COMMITTEES (continued)

(i)

(ii)

Audit Committee (continued)

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.

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).

Since December 2017, the committee has been mandated to assist
the Board in establishing cultural and behavioural standards that
promote prudent risk-taking and fair treatment of customers. It
advises and assists the Board in discharging its responsibilities for
the Bank’s culture-related matters.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(L) KEY COMMITTEES (continued)

(iii)

(iv)

Risk Committee

The Risk Committee comprises five members including one
Executive Director, one Non-Executive Director and three
Independent Non-Executive Directors. The Risk Committee is
chaired by an Independent Non-Executive Director who has
extensive banking experience. 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.

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.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(L) KEY COMMITTEES (continued)

(vi) Management Steering/Business Committee

(L) EEZE=»)
(vi) BEEBE ¥KEES
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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.

(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 approval of the Risk Committee of the Board
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 Risk Committee of 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.

Fubon Bank = #4817

(vii) 3

ERBERRENERERBRES(HE
[ZEZEE DR AITOTRAEREE
B WRTTRESAEZEENEREEA
BHEK - ZELREGNATEENRE
A TEEEFeRETARRRTH
REEEF NERVEGESEHZNR
BEMEBE - ZEZESNEESE
RITMEBRBE L EIBR2THEEAHE
et - ZEREEBEMBETE
M A REAEFREBEE - EEBR
B O TETT B AR P 15 98 2K TS R AR D BRI A9
T BREE - -ZFREENERED
WEXBGRBOERER  RISEE
BATEHBERRRE MUHRR -

EEABZESHTRAR FBER
TREBMEENESREEABAK -
ZEEGREREATEBMNERR -
mZRARERBESRE R (RHL [
BRBRDOEBAREAER - 2% 8
BERY  FRHRMEATHERRRE
AEBRRE  UHEEGRAREZESH
fE - HHt/ERMZSHEMIES - BH
FMEMBEAMBRRERRE - B
EREZRSAEFEENARZE SR
ENRRBEARIRERE  EER
TERE BB AR R ERRR -

(vii) N EPEEE R SIREES

NEEERERZBEHANTHTRA
B BTRIGEER  EEMEREEIE
EUAREERE EBRABIFMIETES
KeZEZBRaREBATHE . EE
MERRER  BEEATZAREERR
MERLE  BRATHETZERA
BRI RARRE BHEARZESRE
Y RIFHIARRER IR K BB Rt BERA
TREBZAERNE -

o



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(L) KEY COMMITTEES (continued)

(viii) Internal Control and Compliance Committee (continued)

(ix)

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.

Credit Committee

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

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; discuss status of key projects
escalated from Information Technology Management Committee
and upon request; and manage major information technology risk
issues and their remediation.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
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(M) DISCLOSURE ON REMUNERATION (M) St =
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General

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 (L)(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-
58

The Bank’s remuneration system is based on the following principles:
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- alignment of compensation to its profitability, risk and capital; — BEFWEKTEREESD - Bk &RERH
#
—  maximization of employees’ and the Bank’s performance; - ZERSBIRAKTZRRA:

- 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 42 to the financial statements.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(M) 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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(M) DISCLOSURE ON REMUNERATION (continued) (M) FEMH = (2)
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Senior Management and Key Personnel

There were altogether 25 employees classified as Senior Management
(4 employees) and Key Personnel (21 employees) in the financial year.
The remuneration packages of Senior Management (Note i) and Key
Personnel (Note ii) are determined by the NRC with reference to the
following factors:

- latest market and industry practice;

yearly inflation rate;

- results of annual surveys on trends in pay;

- salary increments made in the last financial year;

- performance of the relevant staff; and

- attraction and retention of talent.

Note i Senior Management refers to those senior executives who are
responsible for the oversight of the Bank’s strategy and activities.

EREEEREEST
RAMREE - A252 BT HRABRERE
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They include the following positions: T EFE L, T -
- Chief Executive Officer & Managing Director - (TREERESRLE
- Executive Director(s) - HIES
—  Alternate Chief Executive(s) —  BETBEE

- Executive Vice President(s)

Note ii Key Personnel refers to those executives, other than Senior
Management, whose duties or activities in the course of their
employment involve the assumption of material risk or the taking
on of material exposures on behalf of the Bank; currently the
Management Committee Members and Department Heads in
Financial Markets Division.

The aggregate quantitative information on remuneration (Note iii) for the
Bank’s Senior Management and Key Personnel for the financial year is
set out below. Separate figures are not given for Senior Management as
the number of executives is so small that individuals’ remuneration could
be easily deduced from disclosure of a breakdown of the figures:
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REBLH T EER

(M) DISCLOSURE ON REMUNERATION (continued)

Senior Management and Key Personnel (continued)

(M) FEMH = (2)
SREEENFES T (&)

APBFERBEMBRFEET M
7 73 B E SO B -

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

Senior Management and Key Personnel

EREEERTERT
2017 2016
“E-tE EE
Non-deferred Deferred Non-deferred Deferred
FEEHH A FRAEH e
(Amountin HKD)  (Amount in HKD) (Amount in HKD) (Amount in HKD)
Types of remuneration HEs (BneH) (B eE) (Bred®) (Bres®)
Fixed Remuneration EEHH
Cash Bé 48,89 million Nil 46.67 million Nil
48,8988 & 46,6758 i
Variable Remuneration 2HEH

Cash Be 6.71 million 1.04 million 6.80 million 1 million

(Year-end (Year-end

bonus paid bonus paid

in 1/2018) in1/2017)
6.711EE 10458 6.808% 188

(R=Z-N%E-A (R=F—t%-A

TRMEREL) SABERTA)
Shares and share-linked instruments RARRAREIR Nil Nil Nil Nil
& i i i

iy EFBDEFEMDORERBREAEGE)
LK

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

Senior Management and Key Personnel

BREEERIERT
2017 2016
“E-tf “ENE
Awarded for Awarded for Awarded for Awarded for
Performance Year  Prior Performance Performance Year Prior Performance
2017 Years 2016 Years
R-B-LEE RERNEEZ  HZT-EEZ REANEEL
ZERFRHZAR  REFRRZAR  REMRNCEE RRMERcEER
(Amountin HKD)  (Amount in HKD) (Amount in HKD) (Amount in HKD)
Types of remuneration HHER (BreE) (BreH) (Bre®) (Bres)
Vested 2ER

Cash Be 6.71 million 0.82 million 6.80 million 0.48 million

(Year-end (Year-end

bonus paid bonus paid

in 1/2018) in 1/2017)
6.7118E 0.82B8 6.8058 0.48E5

(R=B-N%-A (R=F—tF-A

IRWEREA) ZITRERTEA)

Unvested - |

Cash Be 1.04 million 0.90 million 1 million 0.72million
10458 0.905E 188 0.7288
Shares and shared- linked instruments ~ RHRRAHEIA Nil Nil il Nil
& 3 i &

There was no deferred variable remuneration being reduced
through performance adjustments in 2017.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
AEBLH T EER

(M) DISCLOSURE ON REMUNERATION (continued) (M) BN = )

Senior Management and Key Personnel (continued) EREEERTFTEET (&)

(i) The deferred amount of HKDO0.82 million for prior performance (i) EREXBFENLENEEFE0B2EES
years was paid upon fulfilment of vesting conditions and expiry of TERERGEBRERENEEREX
the deferral period. The deferred amount of HKD1.04 million for ff - ARRBEENHENESE1.0488
this performance year will be paid on expiry of the deferral period 7 TT S O KT A HA e i 2 P 5 R R 1R 18
subject to the fulfilment of vesting conditions. XI5 e

(iv) None of the outstanding deferred remuneration is subject to (ivy AERHFWMEBEELELEBRESA
implicit ex post adjustment. Total amount of outstanding deferred B o RIR LB PRRERE 2 R F
remuneration and retained remuneration exposed to explicit ex post AR IR B EH A REIRE YT

adjustments is set out below:

(Amount in HKD)

(BreE)
Total amount of outstanding deferred RAFEN FH N AERE 1.94 million
remuneration 1.9488
Total amount of deferred remuneration awarded, WABHERE @ KT « I EBERBERmMIEL Nil
paid out and reduced through performance R 2 S Fr B 42 58 i
adjustments during the financial year
(v)  No guaranteed bonus (including Sign-on bonus) was awarded (v) RABBEFEWEEREECAL(RER
during the financial year. HITELT) ©
(vi)  No severance payment was awarded or paid during the financial (vi) RAFBFENESHRESD -
year.
Note i~ Remuneration refers to all remuneration payments payable to Bt i HINEIET B E A FE RS T
employees during the financial year. The remuneration also 1TEIRBN 1T o FrENE (275 75 K BT i
includes remuneration payments to two resigned staff during the FRAEIAEREES LA °
financial year.
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