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nan olding companies in Taiwan. Fubon Financial

Holdi gs is now the only Taiwanese financial institution
with banking subsidiaries in China, Taiwan and Hong
Kong. Fubon Bank operates 23 branches and 2 Securities
Services Centres in Hong Kong, providing a wide range of
financial services encompassing consumer and wholesale
banking, wealth management, financial markets, securities
brokerage and investment services. Fubon Bank holds an
A-2 short-term, BBB+ long-term rating from Standard &
Poor’s. The rating reflects Fubon Bank's strong capitalization,
good liquidity and sound asset quality.
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—E-tFAHYPREODE

Fubon Bank (Hong Kong) Limited (“the Bank"”) and its
subsidiaries (“the Group”) reported a net profit of HK$312
million for the first six months ended 30 June 2017,
representing an increase of 35% over the corresponding
period in 2016. Return on average equity increased from
4.26% to 5.36% and return on average assets increased
from 0.50% to 0.65%.

Net interest income rose 5% to HK$594 million. The growth
was due mainly to the expanded debt securities investment
portfolio, which boosted average interest-earning assets
by 8%. On the other hand, deposit cost reversed its long
downward trend and started to rise in late 2016, which was
in line with the market interest rate hike. The increase in cost
of funds more than offset the improvement in the overall
asset yield, causing the net interest margin to fall 4 basis
points to 1.42%.

Non-interest income fell 16% to HK$166 million and as
a result, non-interest income to total operating income
declined to 21.8%. The decrease was mostly attributed
to the higher mark-to-market losses on foreign exchange
swaps. Insurance services income and credit card related fee
income also declined when compared with the same period
in 2016. Nevertheless, securities brokerage and investment
services income recorded an encouraging growth of 32%,
underpinned by the increase in turnover of the stock market.
Unit trust services income also increased by 25% year-on-
year.

Operating expenses decreased by 1% to HK$469 million.
As a result, the cost-to-income ratio dropped to 61.6%.
The Bank continued to strengthen its retail banking
service channels and outlets by opening its third and
fourth iBranches in Mongkok and Shatin, respectively. In
addition, the Bank also made progress in its strategic plan
for information technology with the implementation of
phase two of the new treasury system in April 2017, which
enhanced the Bank’s operating effectiveness, market risk
monitoring and analytical capabilities.

Total impairment losses amounted to HK$31 million, which
included HK$24 million on loans and advances and HK$7
million on other assets. The amount decreased significantly
when compared with the total impairment losses of HK$127
million in the first half of 2016. Asset quality improved with
our continuous effort in strengthening the risk management
framework. The impaired loan ratio was reduced from 0.77%
in December 2016 to 0.49% as of 30 June 2017.
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REVIEW OF 2017 INTERIM PERFORMANCE

The Group's share of profits from Xiamen Bank Co., Ltd
(“Xiamen Bank"”) rose 23% to HK$128 million in the first
half of 2017. The Bank's shareholding in Xiamen Bank was
reduced from 19.99% to 18.83% after a private placement of
additional share capital to new strategic investors by Xiamen
Bank in June 2017. As a result of the shareholding dilution,
the Bank recognized a deemed disposal loss of HK$18
million.

The Group's total assets rose HK$1 billion, or 2%, to HK$97
billion as of 30 June 2017. Gross advances to customers
attained a mild growth of 4% to HK$45 billion mainly from
loan to corporate customers. Customer deposits maintained
at a similar level of HK$63 billion. Taking into account the
trade bills and certificates of deposits issued by the Bank, the
loan-to-deposit ratio increased from 64.8% at 31 December
2016 to 68.2% at 30 June 2017.

The Group’s capital and liquidity position remained strong
and healthy. The total capital ratio and Tier 1 capital ratio
stood at 16.53% and 12.64% respectively as at 30 June
2017, compared with 17.02% and 12.60%, respectively, at
end-December 2016. The average liquidity maintenance ratio
also stood at a comfortable level of 51.19%.

The Hong Kong economy gradually improved and maintained
its stabilizing trend since the second half of last year.
Although the tourism and retail industries are still weak,
overall economic performance was strong in Q2. Meanwhile,
major economies, including the U.S., China and Eurozone,
also maintained stable growth. Nevertheless, there are still
a number of uncertainties in 2017. The Brexit negotiation
and the implementation of economic stimulus policy in the
U.S. continue to create uncertainties. However, the Bank
will continue to strengthen its local franchise by expanding
its online and digital platforms and enhancing its service
delivery channels. The Bank is also confident in expanding
its penetration into the SME market following the launch of
its first Commercial Banking Centre in July. Furthermore, our
close collaboration with our parent company, Fubon Financial
Holding Co., Ltd., our continuing investments in information
technology and system enhancement, and reinforcement in
risk management, will put us in a strong position to capture
business opportunities across the region, acquire new
customers and deliver the exceptional customer experience
—the FUBON EXPERIENCE.

Fubon Bank
B ART

—E-tHFRHREADRE

REEREPIRITIRMD AR AR ([EPIER
17D BIEEEF EF+23% E1.28 88T ©
BFIEITIR 2017 &6 A EH MR IRE &
FLABEEINEAE - SARITHEPIRITZ
IR EH 19.99% B E 18.83% ° B BMAX
REEE AT R1,8008 B THRELE
&1 o

HE2017F6 A30H ' AEERLMN10E8
Tk 2% £ 970188 T - B BB
BRA% E450BHTT - HIREBRERE
BR o B FRAERE630 BT - &
EEMRE st RAEZBRATEITZT
K& - B FRLEEA2016F12A31H
1964.8% tF+ 5201746 A30H #168.2% °

AEBNERARRDESRETM - BHE
201796 A30R L * BERLERR—FER
L 2R 55 Rl 4 45 7E 16.53% 2. 12.64% * 2016
F12 KBS B A17.02% K 12.60% ° F
597 Bh I A 45 L R EE A 51.19% A9 IR 2K

BEBWEE A 2016 F FNHF - IEXRS D
Tt WHFBTEBD  HARERTEE
MARESS BSFEF_FEEBLERR
B BEEE FTELERRZ BIF
B FRKBUTE - TMEFBEEER -
A 2017 FIMATRKFETZ THBAR
& o HEIRENAH) R 35 B RIBBUR /9
T BEBFRTHAPEZ - BB W
I AKREBEENREERETES
BLRIERE  UEBERER - BBER
TEERERTRORSETARE &
B E LSRR ATR P/ N TSR G
BRI BAIEFARE B BIER
BRDERABNBERAE - FEEEAR
BRAZGRAFEELANIRE - AR
FERRERR - 158 R BRI E AR R -
LAFEE  WARFREIEANESE
B — (=R -

Interim Financial Statements 2017

T FR B BEREK




S CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
GEZHBER(RKEER)

For the six months ended 30 June 2017 HZ2=ZF—+tF XA =+HIEZ/XEA

For the six months ended
30 June 2017 30 June 2016
BE-—Z—t§F HBE_T I F

NA=1+HIE NA=TALE

ZAEA 27~ @A
Note HK$°000 HK$'000
Hist FHET FHT

Interest income FEMA 4 1,053,009 936,226
Interest expense FEXZH 4 (458,532) (370,307)
Net interest income FREWA 594,477 565,919
Fee and commission income BERARASWA 5(a) 214,137 231,811
Fee and commission expense BEARBEY T 5(b) (48,209) (48,311)
Net fee and commission income FEEARASWA 165,928 183,500
Other operating income E A ERA 6 277 13,288
Operating income B 760,682 762,707
Operating expenses EIEXH 7 (468,826) (471,643)
Operating profit before gains Rtz RO E BB AT

and impairment losses &ERFl 291,856 291,064
Impairment losses on advances EEEFREEE

to customers (23,974) (146,934)
(Charge for)/write back of A E SR EERE

impairment losses on ERZ (k) /=5

available-for-sale financial assets 8 (849) 26,990
Impairment losses on other assets  H & EREEE (6,270) (7,415)
Write back of impairment losses BIEERBEASEE

on assets acquired under VERIEY, 5= WAEIE:: 3

lending agreements 450 —
Impairment losses REEE (30,643) (127,359)
Net gains on disposals of HEMREECRHEE

available-for-sale financial assets FRES 9 1,097 5,536
Net losses on disposals of HERE T EEFEE

fixed assets (9) (28)
Dilution loss arising from TEB & N RIS A FTEE £

investment in an associate HEEE R (17,969) =
Share of profits of an associate FE(EEE L N RS A 127,618 103,431
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED) Z&a&2ERER (REEZ) N
For the six months ended 30 June 2017 &ZE —Z—+F XA =+H I Z/~EA

For the six months ended

30 June 2017 30 June 2016
BE-Z—tF BE-Z—F
NA=1+HIE NA=TALE
ZAEA 27~ @A
Note HK$°000 HK$'000
Hist FHET FAT
Profit before taxation BB AR 371,950 272,644
Taxation FiiE 10 (60,189) (41,561)
Profit for the period HRER 311,761 231,083
Other comprehensive income HRHMSEYE
for the period, net of tax: (BRBi%) :
Items that will not be BTREENHEE
reclassified to profit or loss: BmrIER
Premises: net movement in Y MESHEB
premises revaluation reserve TR 5,725 (710)
ltems that may be reclassified AJREBER B DR
subsequently to profit or loss: B=MIER
Available-for-sale financial assets: AHEHESREE :
net movement in investment A B (HEERE
revaluation reserve 11 307,806 13,617
Exchange differences on BE&E R RIINB IR
translation of an associate ME =% 71,085 (40,339)
378,891 (26,722)
Total comprehensive income HAZER=RTE
for the period 696,377 203,651

The notes on pages 12 to 57 form part of these financial

HRFE 12857 B ZHFALEMBHREZ

statements. —&Bp o
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mEPBARRR (REER)

As at 30 June 2017 R=Z—tFNA=1+H
Note
Kt
ASSETS BE
Cash and short-term funds ReREHES 12
Balances with banks and other RITRIZE R EAD
financial institutions LRSS AR 13
Trading assets FERGRBEE
Financial assets designated at fair HHIE RiliRIB s A i
value through profit or loss AEEECEREE
Derivative financial instruments PTEEHTA 15(b)
Advances to customers less BEEEFRRERE
impairment allowances 16
Trade bills [EEES
Accrued interest and other assets JERHF B REMEE
Available-for-sale financial assets AEHECREE
Held-to-maturity investments REH R E
Interests in associates /NG el
Fixed assets EE&E 17
Assets held for sale FEHE 2 EE
Deferred tax assets RIERIREE
LIABILITIES =T
Deposits and balances of banks and ~ $277[F% & E & &l
other financial institutions W2 FR ks 18
Deposits from customers BRER 19
Trading liabilities RGBEE T2 BE
Financial liabilities designated at fair 57 &8 i858 25 LA f ik
value through profit or loss AEEEZERAE
Certificates of deposit issued BT RE 20
Debt securities issued BEITEBSES 21
Derivative financial instruments TESMIE 15(b)
Other liabilities HihBE
Deferred tax liabilities RIETRIRAE
Subordinated notes issued BRTREZR 22

Fubon Bank
B ART

S CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED)

As at
30June 31 December
2017 2016
R=Z—+tF RZZ—RF
AA=t+H +=ZA=+—H
HK$°000 HK$'000
FExT TAT
3,987,362 6,019,614
1,870,165 3,264,233
1,997,396 2,310,246
- 39,226
644,560 753,244
44,957,208 43,318,839
663,612 230,137
1,204,470 1,095,107
34,239,544 31,124,545
1,560,191 1,549,884
2,221,179 2,129,493
3,758,566 3,770,394
42,700 42,700
6 6
97,146,959 95,647,668
11,972,971 10,976,404
63,333,505 63,563,861
1,997,396 2,010,295
- 406,185
2,674,618 2,834,890
1,248,747 821,482
342,238 443,714
1,394,737 1,177,114
558,523 496,785
1,555,213 1,544,304
85,077,948 84,275,034
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED) &SR KR (REEZ) IS
As at 30 June 2017 A=ZE—tFXA=+H

As at
30June 31 December
2017 2016

R-B—tF  RoTAF
AB=tR +=ZA=+-8

Note HK$°000 HK$'000
ira FET FHT
EQUITY e
Share capital fi% 4,830,448 4,830,448
Reserves L] 23 7,238,563 6,542,186
Shareholders’ funds [ 12,069,011 11,372,634
97,146,959 95,647,668
Approved and authorised for issue by the Board of Directors KEEeN_FT—tFNANEB
on 8 August 2017. A R IR o
Ming-Chung (Daniel) TSAI Robert James KENRICK Raymond Wing Hung LEE
ZHHA HEeg =K%
Director Director Director
EF E3 E3

The notes on pages 12 to 57 form part of these financial ~ #NFE 12267 B 2R SEFERE 2
statements. — =B o
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N CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

10

REESEBBR(REER)

For the six months ended 30 June 2017 HZ2=ZF—+tF/NA=+HIEZ/XEA

Investment ~ Premises Foreign
Share  Regulstory  revaluation  revaluation  exchange Retained Total
capital Teserve Teserve Teserve Teserve eamings equity
RAER  MRER AR
RE o EEER ] ] B REAM  EauE
HKS000  HKS000  HKS000  HKS000  HKSO000  HKS000  HKS'000
T T T T Tin Thn Thn

At 1 January 2016 R=5-75-F-A 4830448 640,29 568 2305497 {45913 3020994 10,805,862
Total comprehensive income SREENEER
for the period - - 13617 (710 (40,339) 231,083 203,651
- Profitfor the period Bt = - - - - B 2108
+Other comprehensive income, of which: —EH2ENE  Edmf:
- Avalable-forsale financialassefs: -THHESREE :
gt movement in investment BEEE s B
revaluation reserve - - 13617 - - - 13617
-~ Premises: net movement in 0% DEERERTED
premises reveluation reserve - = = (710) = = (710)
- Exchange differences on translaion ~ ~BEARNERRAEES
of an associate - - = = [40339) - [403%9)
Transfer (tofrom retained eamings £ (Z)/BR2u - [94.177) - 29,316) - 123493 -
At 30 Jung 2016 R-E-NFAA=TH 4830448 h46,121 68175 227541 (86.202) 3375570 11,009,533
Investment ~ Premises Foreign
Share  Regulatory revaluation revaluation  exchange  Retained Total
capital reserve reserve reserve reseve - eanings equity
REER  HEEE fRER
Bs  tedk Bk i BE  RERA  EhuE
HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000
Thn Thn Thn Thn Thn Thn Thn
At 1 January 2017 RE-tF-F-A 4830448 521417 46656 2,295,786 (180,829) 3853156 11,372,634
Total comprefensive income SREENRER
for the period - - 307,806 512 71,085 31,761 696,377
- Profitfor the period - B - - - - - 311,761 311,761
- Other comprehensive income, of which:  ~Ef 2 Ebas:
- Avalable-for-sale financialassets: -MiHES AR :
et movement i investment RAERRERED
revaluation reserve - - 307,806 - - - 307,306
- Premises: net movementin - NEERRRESRY
premises revaluation reserve - - - 512 - - 5,125
-Exchange differences on translation ~ ~BAAEIERRREEE
of an associate - - - - 71,085 - 71,085
Diiion on an associate I-FREATNER - - - (2442) - 244 -
Transfer (tofrom retained eamings £5(3)/aREEA - (49,914) - 35,469) - 8,383 -
At30 Jung 2017 R-E-tFrA=TA 4830448 471503 354462 2263600 (109,744 4252742 12,069,011

The notes on pages 12 to 57 form part of these financial % 12%57 AWK ZEF M MK —
statements. B e
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT (UNAUDITED) M-

Net cash used in operations

Tax paid

Net cash used in operating activities
Net cash used in investing activities

Net cash generated from
financing activities

Net decrease in cash and
cash equivalents

Cash and cash equivalents
as at 1 January

Cash and cash equivalents
as at 30 June

Cash flows from operating
activities include:

Interest received

Interest paid

Dividends received

Analysis of cash and cash equivalents:

Cash and short term funds (Note 12)

Treasury bills

- Trading assets

- Available-for-sale financial assets

Placements with banks and other
financial institutions (Note 13)

Amount shown in the consolidated
statement of financial position

Less: Amount with an original
maturity of over three months

Cash and cash equivalents in the
consolidated cash flow statement

The notes on pages 12 to 57 form part of these financial

statements.

Fubon Bank
B ART

FRGRERERBR(REERX)

For the six months ended 30 June 2017

R
HEZT

+FERNA=TRHIEAEAR

For the six months For the six months

ended 30 June ended 30 June
2017 2016
HE-Z—+F BE_T—F
AA=tTHLEAREA ~A=THILANEAR
HK$'000 HK$'000
THT THT
REERFACRLTE (5,162,294) (1,563,512)
BRHIE - -
REFHFACRSTE (5,162,294) (1,563,512)
REFHFACRSFE (53,250) (76,880)
RETHEECRSTFE
21,081 408,471
ReRASSEIRDFE
(5,194,463) (1,231,921)
R-A—AZBERBELEEY
10,624,116 11,148,170
RAA=TRZEAER
BEZEY 5,429,653 9,916,249
RETHEEZ
ReRBEE
BUYHLE 1,013,810 911,261
ERFIE (408,276) (351,823)
B S 6,203 12,126
ReRBELE/YZAN
R REHAS (f:E12) 3,987,362 6,621,474
&%
—RHERSAREAE 1,997,396 1,999,807
—AHHESREE 2,514,629 1,449,444
SRITRIE R Efh & BhiE
B (HEE13) 1,870,165 2,674,332
RAMBARRKIREE
10,369,552 12,745,057
B RAERA=EA
DA ER92E (4,939,899) (2,828,808)
BEBSRBRTNES
REEEED 5,429,653 9,916,249

B e

5812257 B ERZ S B HERN—
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I NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS

12

REZP MR RRMETE

ACTIVITIES AND CORPORATE AFFILIATION

The Bank, through its branches and subsidiaries,
provides a range of banking, financial and related
services.

The Directors consider the immediate parent and
ultimate controlling party of the Group at 30 June 2017
to be Fubon Financial Holding Company Limited which
is incorporated in the Republic of China and operates
as a financial conglomerate.

This interim financial statements has been reviewed
by the Audit Committee.

BASIS OF PREPARATION

The interim financial statements have been prepared
in accordance with Hong Kong Accounting Standard
("HKAS") 34, Interim financial reporting, issued by the
HKICPA. It also contains the disclosure information
required under the Banking (Disclosure) Rules issued
by the Hong Kong Monetary Authority (“HKMA").
The interim financial statements should be read in
conjunction with the annual financial statements for year
ended 31 December 2016 which have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs").

The preparation of the interim financial statements that
conforms with HKAS 34 requires that management
make judgments, estimates and assumptions that
affect the application of policies and reported amounts
of assets and liabilities, income and expenses on a
year-to-date basis. Actual results may differ from these
estimates. In preparing this interim financial statements,
the significant areas of judgment made by management
in applying the Group's accounting policies and the
key sources of estimation uncertainty were the same
as those that applied to the consolidated financial
statements for the year ended 31 December 2016.

The interim financial statements has been prepared in
accordance with the same accounting policies adopted
in the 2016 annual financial statements, which have
been prepared in accordance with HKFRSs.

Fubon Bank
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS R&EZ D EBHEMBRMEE I

BASIS OF CONSOLIDATION

This interim financial statements covers the
consolidated position of Fubon Bank (Hong Kong)
Limited and all its subsidiaries, unless otherwise
stated, and include the attributable share of results,
reserves and net assets of its associates. For
regulatory reporting, the basis of consolidation
differs from the basis of consolidation for accounting
purposes. Details are set out in Notes (A) to (C).

The financial information relating to the financial
year ended 31 December 2016 that is included in
the interim financial statements as comparative
information does not constitute the Bank’s statutory
annual consolidated financial statements for that
financial year but is derived from those financial
statements. Further information relating to these
statutory financial statements disclosed in accordance
with section 436 of the Hong Kong Companies
Ordinance (Cap. 622) is as follows:

The Bank has delivered the financial statements for
the year ended 31 December 2016 to the Registrar of
Companies as required by section 662(3) of, and Part
3 of Schedule 6 to, the Companies Ordinance.

The Bank's auditor has reported on those financial
statements. The auditor’s report was unqualified; did
not include a reference to any matters to which the
auditor drew attention by way of emphasis without
qualifying its report; and did not contain a statement
under section 406(2), 407(2) or (3) of the Companies
Ordinance.

Fubon Bank
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS A& 34+ HA B 15 SRk M =

4. INTEREST INCOME AND EXPENSE

(a)

Interest income

4,

MBEWARXZH

(a) FEWA

For the six months ended

30 June 2017 30 June 2016
BE-—Z2—+tF BE-ZT—F
NA=tHIE NA=F+HLE
NE A 7~E A
HK$'000 HK$'000
FHT FT

Balances with banks RITRIZERE M S B

and other financial B LA

institutions 60,727 22,348
Investment in securities  FEHRE 435,650 378,565
Loans and advances BERRER 551,534 530,637
Others HAh 5,098 4,676
1,053,009 936,226

Interest income recognised on financial assets
that are not measured at fair value through
profit or loss amounted to HK$1,052,332,000
(2016: HK$929,004,000).

MIERBEFUARBRAFEE
CERMBERRAZIERASR
1,052,332,000/8 7L ( =T — /< F
929,004,000 7T) ©
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZHEAFEIRRMEE

4. INTEREST INCOME AND EXPENSE 4. FIEWMARZH (&)
(CONTINUED)
(b) Interest expense (b) FIEXH

For the six months ended
30 June 2017 30 June 2016
BE-—Z—tF BHE-ZT—F

ANA=THLE NA=ZF+HLE

ANMEA ~MEA
HK$'000 HK$'000
FET FHT
Deposits from customers &FE1FH 277,794 211,874
Deposits and balances  $R{TRIZ R H e &k
of banks and other HIBERNTE R R SR
financial institutions 13,354 8,804
Financial assets sold BEEHBHE T HERN
under repurchase CREE
agreements 85,996 80,171
Certificates of deposit, BB TIFRE
debt securities and E%ES
subordinated debts BEER
issued 79,077 67,605
Others =i} 2,311 1,853
458,532 370,307
Interest expense recognised on financial TIEBRBEZUARLEATEEE
liabilities that are not measured at fair ZEmEBEEERZANBEZE A
value through profit or loss amounted to 451,419,000 ;T ( =& — K F -
HK$451,419,000 (2016: HK$359,880,000). 359,880,000/ 7T) °
Fubon Bank Interim Financial Statements 2017 15
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5. FEE AND COMMISSION INCOME AND
EXPENSE

(a)

Fubon Bank
B ART

Fee and commission income

Fee and commission BT EBEEERD
income arising from: ERRABEWA
Credit related services EEEB
Trade finance services BOmMEER
Credit card services ERRER
Securities brokerage and BHLLER
investment services KBRS
Insurance services e
Unit trust services ERERER
Others Hi
of which: Hep:
Fee and commission ERARMAESBARSE :
income arising from:
— Financial assets or —IERBBEIARE
financial liabilities AFEEZERH
which are not BESEHEE

measured at fair
value through
profit or loss
—Trust or other — {5tk Eft
fiduciary activities XAE

Fee and commission income arising from trust
and other fiduciary activities relate to fees from
asset management activities where the Group
hold assets or invest on behalf of customers.

BEARASBARXZH

(a) BARAESHA

For the six months ended
30 June 2017 30 June 2016
BE-Z—t§ HE-T~F
AA=THLE ANA=tHLE

ZAEA 27N MEA
HK$’000 HK$'000
TR THEL
23,763 29,690
5,914 6,230
64,995 72,462
14,064 10,632
73,467 86,570
24,806 19,783
7,128 6,444
214,137 231,811
92,635 105,755
836 599

EREAEBAREEEREM
REER BAKEREEER
EBPRERETPRAEEESE
TTEEREPTUCRHIARRE
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&EZ D EABFEIRRMEE T

5. FEE AND COMMISSION INCOME AND 5. EBARMBESWARZH #)
EXPENSE (CONTINUED)
(b) EARAEXM

(b) Fee and commission expense

For the six months ended
30 June 2017 30 June 2016
BE-—Z—tF BHE-ZT—F

ANA=THLE NA=ZF+HLE

2 ~EA Z7~MEA
HK$'000 HK$'000
FExT FHT
Handling fees and FEERAS
commission 35,217 29,249
Other fees paid HihBENEA 12,992 19,062
48,209 48,311
of which: Hr
Fee and commission BRERASIHRE :
expense arising from:
— Financial assets or —3ER AR AR AL
financial liabilities ANFEEZ
which are not SREEK
measured at fair Y=L
value through
profit or loss 47,168 47,376
Fubon Bank Interim Financial Statements 2017 17
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =
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OTHER OPERATING INCOME

Gains less losses from dealing
— Foreign currencies

— Trading assets

— Other dealing activities *

— Short selling activities

Net hedging (loss)/income
from fair value hedges

Net gain/(loss) on hedged
items attributable to
the hedged risk

Net (loss)/gain on hedging
instruments

Net gain on other financial
instruments designated
at fair value through
profit or loss

Revaluation gain on other
financial instruments
designated at fair value
through profit or loss

Revaluation loss on derivative
financial instruments

Dividend income from unlisted
available-for-sale
financial assets

Rental income

Others

*

in derivative financial instruments

ET T E Tt ]
— 5
—HHERBAREE
~EEERS
~EE%5

D EES 2 F
(B518) WA

SR R R AR R
JHB 2 FWE S (EE)

TR ZF(BE), e

HEE REB W R AR R
APEEZHEMBERTA
ZEW

HEABBBEIARKR
NFEEZEMESRTA
Z Eff s

TESBTA
2 EffER
AfHEIE LT
Z B BUA
HEWA

Hit

Other dealing activities include customer-driven dealing

including equity linked

notes, options and structured deposit products.

Fubon Bank
B ART

Hh & B A

For the six months ended

30 June 2017 30 June 2016
BE-Z—tF BE_T—F
ANA=+HL ANA=TALE
ZAEA 2~ MEA
HK$°000 HK$'000
FET FAET
(23,946) (22,629)
7,906 32,804

6,223 9,089

(116) 151

(9,933) 19,415
6,369 (2,767)
(11,007) 5,936
(4,638) 3,169
4,434 5,166

4,434 5,166
(4,022) (33,056)
6,203 12,126

202 111

8,031 6,357

277 13,288

* BAMEEXRGEEELEEILELH
TA  BREREAHFE - GRERE
BMFAER
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

OPERATING EXPENSES

Salaries and other staff costs e REAEBKA

Premises and other fixed assets ¥ & b & &7

Rental of premises MERE
Depreciation (Note 17) & (MIsE17)

Others Hft

Auditors’ remuneration [ Gl kA

Other operating expenses Hih &g
Business promotion EHHE
Legal and professional fees EEERER

Communication HER

Electronic data processing BETFEREER
and computer systems EFEES T
Others Hh

CHARGED FOR/(WRITE BACK OF)
IMPAIRMENT LOSSES ON AVAILABLE-FOR-
SALE FINANCIAL ASSETS

As at 30 June 2017, certain of the Group’s available-
for-sale equity securities with a fair value of HK$36.9
million (31 December 2016: HK$40.9 million) were
individually determined to be impaired on the basis of
a significant or prolonged decline in fair value below
cost. Impairment losses on these investments of
HK$849,000 (for the six months ended 30 June 2016:
HK$3,844,000) were recognised in profit or loss during
the period. The Bank disposed of certain investments
in structured investment vehicles, which were fully
impaired, during the period ended 30 June 2016
and recorded a write back of impairment losses of
HK$30,834,000.

Fubon Bank
B ART

EEXH

For the six months ended

30 June 2017 30 June 2016
BHECZ2—tF BE_TRF
AA=tHLE NA=THIE
2~ B8 A Z7NE8A
HK$'000 HK$'000
FEx THET
293,459 286,595
21,957 20,939
65,068 64,301

8,657 8,355

1,964 1,617

11,204 15,991
(1,866) 5,450

14,587 14,938
26,794 32,039
27,102 21,418
468,826 471,643

AHEETREEREREZ
MER~(=14)

R-ZEBE—tEXA=+H K&
EETAHHERAZLFRER
{8 (B K 5 sk K 08 1R 7 B AR T 4
BEREERERERS &SR
7= % 1 A Y& (B /436,900,000 /%
T(ZZE—RNEFE+_A=+—8:
40,900,000/ L) Z SR E K
B 5 18849,0008 (B E—F
—A~NEANA=FTHILZAM@EA :
3,844,000 C) ER AR B ZF
BR - NMTREE-ZT—~E~A
=t HIEHEARES TRAEE
WETE(BEEERME) @ WEREHE
{EE518 2 30,834,000 8 7T ©
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

9. NET GAINS ON DISPOSALS OF AVAILABLE-
FOR-SALE FINANCIAL ASSETS

Realisation of revaluation
surplus previously
recognised in the
investment revaluation
reserve (Note 11)

Net gains arising in the
current period

BARBEEGHREERN
R EHREG
223 (FIzE11)

HREL 23R

10. TAXATION IN THE CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

The provision for Hong Kong Profits Tax for 2017 is
calculated at 16.5% (2016: 16.5%) of the estimated
assessable profits for the six months ended 30 June

2017.

Current tax — Hong Kong
Profits Tax

Current tax — Overseas Tax

Deferred tax

20  Fubon Bank
B ART

ENEARLIE - BB MSH

ENEARIE — B HMRIA
TRIERT IR

9.

10.

g%ﬂﬁ&%ﬁﬂﬁéZﬁ%

For the six months ended

30 June 2017 30 June 2016

BE-Z—tF BE-ZT—F

NA=1+HIE NA=TAL

ZRfEA Z7NMEHA

HK$°000 HK$'000

FExT THET

(233) 2,142

1,330 3,394

1,097 5,636
SEZEKERANTIE

Tt E I EBBFEREBEETIR
BHE_ZT—+tEXA=+HILZ
NE A Z G FERBLEF 2 16.5%
(ZZB—X%F : 165%):1HE -

For the six months ended

30 June 2017 30 June 2016
BE-Z—tF BE-ZT—F
NA=t+HIE NA=TAL
Z~fE8A Z7NMEA
HK$°000 HK$'000
FExT TFET

43,832 28,795

8,628 -

7,729 12,766

60,189 41,561
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

11. OTHER COMPREHENSIVE INCOME 11. HtZEWE

For the six months ended

Available-for-sale financial
assets:
Changes in fair value
recognised during the period
Amounts transferred to
profit or loss:
— gain/(loss) on disposal
(Note 9)
— impairment losses
Share of changes in fair value
of available-for-sale financial
assets held by an associate
Deferred taxation

Net movement in the
investment revaluation
reserve during the period
recognised in other
comprehensive income

AHEESREE

R
AFEESY
WRERS O

— S RE(E51R)
(PFfE9)
—RER1E
FEhEE ARz A E

EEFRIA

HANE 2 EUKER ER
ZIRE BT

30 June 2017 30 June 2016
BE-Z—tF BHE-ZT—F
ANA=THLE NA=ZF+HLE
ZA @A Z7~MEA
HK$'000 HK$'000
FExT FHT
370,076 38,928
233 (2,142)

- 411
(4,332) (16,976)
(58,171) (6,604)
307,806 13,617

Fubon Bank
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =
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12. CASH AND SHORT-TERM FUNDS 12.
Cash in hand Be
Balances with the HKMA B REH
Balances with banks IRITRIZE 2 M8k

Money at call and short notice * 3B%1 %4 HA7F K *

* Money at call and short notice represents deposits of up
to a maximum of one month maturity from the end of

reporting period.

13. BALANCES WITH BANKS AND OTHER 13.
FINANCIAL INSTITUTIONS

Placement with banks
maturing within:
— 1 month or less
— 3 months or less but
over 1 month
— 1 year or less but over
3 months

Advances to other financial
institutions

Fubon Bank
B ART

AT HR MEI 2
RITRIZEDK -
——EAZENUT
—=fEAZAT

E—EAALE
——FHZUT
HE=EANKE

H &g ER

HeREHES
As at

30June 31 December
2017 2016
R-Z—+tF REZTB—RF
ANA=+H +=—A=+—H
HK$'000 HK$'000
FExT FHT
114,637 112,260
442,429 1,092,433
572,067 552,853
2,858,229 4,262,068
3,987,362 6,019,614

¥ BHIR AR B A AR R R
R—EAZ/H 2775

RITEERA S RMBLEL

As at
30 June 31 December
2017 2016
R=Z—+tF RIZE—RF
AA=tB FZA=+-H
HK$°000 HK$'000
FET TAT
- 94
911,070 2,337,305
568,822 926,834
1,479,892 3,264,233
390,273 -
1,870,165 3,264,233
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14.

NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS R&EZ D EBHEMBRMEE I

SEGMENT REPORTING

Segment information is presented in respect of
the Group's operating segments which are the
components of the Group about which separate
financial information is available and evaluated
regularly by the Chief Executive Officer and Managing
Director in deciding how to allocate resources and in
assessing performance.

Operating segments

The Bank and its subsidiaries are principally engaged
in the provision of banking and related financial
services. Reportable segments of the Group are set
out below.

Retail Banking business comprises Consumer Finance
activities including credit card merchant acquiring,
provision of credit card advances, mortgage lending
and other consumer lending and Wealth Management
services such as the sales and distribution of
insurance products, investment products and
securities brokerage to wealth management clients
and provision of banking services to the mass market
segment.

Institutional Banking comprises the Corporate Banking
business, the Commercial Banking business and the
Financial Institutions business, covering the provision
of services including corporate lending, syndicated
loan, trade financing and deposit to large corporate,
small and medium enterprises in Hong Kong and the
Mainland China.

Financial Markets mainly engages in trading foreign
exchange and fixed income securities; the marketing
of investment products to non-bank enterprises
and managing the Group's investment portfolio.
Moreover, it also manages the overall funding, liquidity
and interest rate risk positions arising from the
banking activities of the Group.

Fubon Bank
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS A& 34+ HA B 15 SRk M =
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14.

SEGMENT REPORTING (CONTINUED)
Segment results, assets and liabilities

For the purpose of segmental analysis, the allocation
of revenue reflects the benefits of capital and
other funding resources allocated to the operating
segments by way of internal capital allocation and
fund transfer-pricing mechanisms. To reflect the
benefit of joint efforts of two operating segments on
a third party fee-related transaction, operating income
derived from the transaction is split and recorded with
jointly agreed splitting ratio in the relevant operating
segments.

Cost allocation is based on the direct costs incurred by
the respective operating segments. For consistency
with internal management reporting, there is no
apportionment of central management overheads
and only wholly and directly attributable costs of
support units are charged to the respective operating
segments. Rental charges at market rates for usage
of premises are reflected in “Operating Expenses”
and "Inter-segment Expenses” for the respective
operating segments.

Segment assets mainly include advances to
customers less impairment, investment in securities
and financial instruments, inter-bank placements,
current assets and premises attributable to the
operating segments.

Segment liabilities mainly include deposits from
customers, certificates of deposit and debt securities
issued, inter-bank borrowings, and accruals
attributable to the operating segments.

In addition to receiving segment information
concerning profit before taxation, management
is provided with segment information concerning
revenue, interest expense, depreciation, amortisation,
impairment losses and additions to non-current
segment assets used by the segments in their
operations.

Fubon Bank
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14.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS R&EZ D EBHEMBRMEE I

14. SEGMENT REPORTING (CONTINUED) 14. DHER &)
Segment results, assets and liabilities (continued) DEEE - EEREE(E)
Unallocated items mainly comprise the central management AP EEFERFFARAEES
unit, management of strategic investments, premises I~ SREEIREEIE - @?&%%r‘
and property management and other activities which BAREMARESES TS
cannot be reasonably allocated to specific business FEABRIHEE) o
segments.

For the six months ended 30 June 2017
BE-Z—tFXA=THLEZAER

Reportable

Retail Institutional ~ Financial Segments
Banking Banking Markets Total
TER Bk

FERT  BBRT  ERATE P8R
HK$'000  HK$'000  HK$'000  HKS$'000
T FAT TAT TRT

Net interest income FHBIA 199,835 194,234 199,677 593,746
Other operating income/(loss) RENREP

from external customers Hin 4B A/ (BE) 209,595 27,248 (32,240) 204,603
Fee and commission expense BRRAEIH (40,147) (375) (5.458)  (45,980)
Other operating income HiZERA 169,448 26,873 (37,698) 158,623
Operating income EEMA 369,283 221,107 161,979 752,369
Operating expenses EES (180,948)  (42,661)  (29,237)  (252,846)
Inter-segment expenses BABs (33,580) (3,692) (1,329)  (38,601)
Operating profit before gains Rtz KR ESER

and impairment losses Ky 154,755 174,754 131,413 460,922
Impairment losses on advances  REEFURERE

to customers (13,100) (10,874) - (23,974)
Impairment losses on other assets  E A AR EEE - (6,270) - (6,270)
Net gains on disposals of ﬁ%—ﬂ HESREE

available-for-sale financial assets Bz - - 1,097 1,097
Profit before taxation BB AR 141,655 157,610 132,510 431,775
Operating expenses - depreciation 4i@% 1 —#7& (9,576) (465) (1,296)  (11,337)

As at 30 June 2017
R=Z—tFXA=1H
Segment assets DEEE 23,007,311 25,903,010 43,864,279 92,774,600
Segment liabilities NEEE 46,117,309 17,083,340 20,243,772 83,444,421
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14.

SEGMENT REPORTING (CONTINUED)

14.

Segment results, assets and liabilities (continued)

Net interest income

Other operating income from
external customers

Fee and commission expense

Other operating income

Operating income

Operating expenses
Inter-segment expenses

Operating profit before gains
and impairment losses

Impairment losses on advances
to customers

Write back of impairment losses on
available-for-sale financial assets

Impairment losses on other assets

Net gains on disposals of
available-for-sale financial assets

Profit before taxation

Operating expenses — depreciation

Segment assets

Segment liabilities

Fubon Bank
B ART

AEFSHA

RENREP
Hip2ERA
ERRAEXH

Ret e RopE

BRAEEET
RPERRERR

HHESREAE
IR 2 BB
Hity EERERR
HETHRHESR
AEFYE

DEE R ()
DEEE - BERER ()

For the six months ended 30 June 2016
BE-Z— "/ A=TRILEZAER

Reportable

Retail Institutional Financial ~ Segments
Banking Banking Markets Total
tER BE:E:

TERIT KIBRIT SRMS iy
HK$'000 HK$'000 HK$'000 HK$'000
T FHT TAT T
190,020 204,916 170,007 564,943
227,755 2,691 237 230,683
(42,662) (126) (3,617) (46,405)
185,093 2,565 (3,380) 184,278
375,113 207,481 166,627 749,221
(185,541) (42,528) (29,751) (257,820)
(33,312) (3,553) (1,268) (38,133)
156,260 161,400 135,608 453,268
(27,407) (121,425) = (148,832)
- - 30,834 30,834
- (7,415) - (7,415)

- - 5,536 5,536
128,853 32,560 171,978 333,391
(8,228) (1,300) (1,083) (10,611)
As at 31 December 2016
RIE—RE+ZA=1—H
23,685,544 22,916,357 45,228,269 91,730,170

46,272,846

17,035,032 19,367,602 82,675,480
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&EZ D EABFEIRRMEE T

14. SEGMENT REPORTING (CONTINUED) 14. AHER &)
Reconciliation of Reportable Segment Revenue, TR DIBWA - BE > BEER
Profit & Loss, Assets & Liabilities BEZHE
For the six months ended
30 June 30 June
2017 2016

BE-Z—tF BE_TRF
AA=tHLE NA=THILE

28R 278 A
HK$'000 HK$'000
FET TAT
Revenues WA
Reportable segment AR EPEEWA
operating income 752,369 749,221
Elimination of inter-segment B9 EB4&:@ U A5
operating income (52,675) (51,286)
Unallocated operating income RO B &EUW A 60,988 64,772
Consolidated operating income #:& &EWA 760,682 762,707
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

14. SEGMENT REPORTING (CONTINUED) 14. 2FER (&)
Reconciliation of Reportable Segment Revenue, TR DIBWA - BE > BEER
Profit & Loss, Assets & Liabilities (continued) EBEZEHR(E)
For the six months ended
30 June 30 June
2017 2016

BE-Z—tF BE_TRF
AA=t+HILE NA=THILE

ZA~EA 27~ @A
HK$°000 HK$'000
FHExT FHT
Profit before taxation BRE AT F
Reportable segment profit AR B RTE AR A
before taxation 431,775 333,391
Unallocated operating income RO & EUW A 60,988 64,772
Unallocated operating expenses & 9 it & & 3z H (230,054) (226,976)
Write back of impairment EEEFREEE
losses on advances to 2 BB
customers - 1,898
Impairment losses on AftHEemMEE
available-for-sale financial BIEETE
assets (849) (3,844)
Write back of impairment BIEE R TS
losses on assets acquired & ERE R 18 2 B
under lending agreements 450 -
Dilution loss arising from ERE N AR E AT
investment in an associate EANEEEIE (17,969) =
Share of profits of an associate JFE(LEH A B K 127,618 103,431
Net losses on disposals of i E B E B EFEE
fixed assets (9) (28)
Consolidated profit before FaBRTADE A
taxation 371,950 272,644
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

14. SEGMENT REPORTING (CONTINUED) 14. AHER &)
Reconciliation of Reportable Segment Revenue, AEHBOBWMA B - BER
Profit & Loss, Assets & Liabilities (continued) EBEZEHR(E)
As at

30June 31 December
2017 2016
R-Z—tF REZTB—RF
RA=t+H +=A=+—H
HK$'000 HK$'000
FHET FET

Assets EE
Reportable segment assets ] ¥R EEE 92,774,600 91,730,170
Unallocated fixed assets AOBEEEEE 1,421,555 1,422,876
Interests in associates S NGl 3 2,221,179 2,129,493
Unallocated other assets ADBEHMEE 729,625 365,129
Consolidated total assets A EELT 97,146,959 95,647,668

As at

30June 31 December
2017 2016
R-ZZT—+tF R-E—XRF
AA=t+H +=ZRA=+—H
HK$°000 HK$'000
FExT FHT

Liabilities =N
Reportable segment liabilities ~ ATEHH D E(E 83,444,421 82,675,480
Unallocated other liabilities RAOTEMEE 1,633,527 1,599,554
Consolidated total liabilities RAAERE 85,077,948 84,275,034

Fubon Bank
B ART
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

30

14.

15.

SEGMENT REPORTING (CONTINUED)
Geographical information

Geographical segment information is based on the
locations of the principal operations of the subsidiaries
or on the location of the branches of the Bank
responsible for reporting the results or booking the
assets, the location of customers and the location of
assets. For the six months ended 30 June 2017 and
2016, all of the Group’s operating income and profit
before taxation were generated by assets booked by
the branches and subsidiaries of the Bank located
in Hong Kong. Except for the share of profits from
an associate in Mainland China, no single country
or geographic segment other than Hong Kong
contributes 10% or more of the Group's assets,
liabilities, profit or loss before taxation, total operating
income or contingent liabilities and commitments.

Major Customers

For the six months ended 30 June 2017 and 2016,
no single customer or a group of customers under
common control contributes 10% or more of the
Group's revenues.

DERIVATIVE FINANCIAL INSTRUMENTS

(a) Notional amounts of derivative financial
instruments

Derivatives refer to financial contracts whose
value depends on the value of one or more
underlying assets or indices. The notional
amounts of these instruments indicate the
volume of transactions outstanding as at the
end of reporting period and do not represent
amounts at risk. The following is a summary of
the notional amounts of each significant type of
derivatives entered into by the Group:

Fubon Bank
B ART

14.

15.

DEE R ()
BHER

BIFERDERMBARINEEZE
BB ERREEREEEA
RZATHITNE BEFUERE
ENETURE #HEZ—tF
F=F—ARENA=tHIEZE
A AEEMEEERARKRIA
wmAAREURBBZARITHITR
WEBARIARZ BEFEL @ BRIE
I —ER AR ERENEE ARZ
SEFISN - I BB AN E AR B R
SEFHESBEAESENEE - B
& - RFATS s EE - REEK
Ak A B ERAIE10% SPA E -

TEEF

BHE_T—tFR=ZT—~F~A
_+E|¢Z/\1IH Iﬂﬁa =P

HEZEG 2 —HARE AL B
)\10%I}ZLAJ:

PTEEmIA
(a) FTELMIAEZEZSE

IETETAEEBERT
—HXZHAFWUEELIEH
ZEEMEZEMER Ut
ETHEZABSHEBRNGE
HHRRFEZRSZE M
WIHERKRT RERESHE o JA
TRAKETIzEEEE
BATET A ARSI
C:
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

15. DERIVATIVE FINANCIAL INSTRUMENTS 15. fTEESMIA(#E)
(CONTINUED)
(a) Notional amounts of derivative financial (a) PTELERMIBEZEELEH
instruments (continued) (i&)
Asat
30 June 2017 31 Decernber 2016
R-B-tERA=TR RoF-AETZAZT-R
Managed in Managed in
conjunction conjunction
with financial with financial
instruments nstruments
designated at designated at
Qualifying ~ fair valug Qualifyng ~~ fair value
forhedge  through  Heldfor forhedge throughprofit ~ Held for
accounting profitorloss  trading Total  accounting orloss trading Total
BaEEN e 2
RAATEE REATER
RERER  ZERIR  BERR AERRR  CERIE BB

Hngitt AREEE 3 B8 HnedE AREGER i3 a8
HKS000  HKS000  HKSO00  HKS'000  HKS000  HKSO0D  HKSO00  HKSO0O
fin Tin Tin Tin Tin T T T

Exchange rate EEfTATA
derivatives
- Forwards —RH - - 8841208 8,841,208 - - 9187367 9187367
- Swaps —H - - 17830382 17,830,382 - - 14699440 14,699,440
- Options purchased ~ —EE AHiE - - G083 550843 - - TR0 759506
- Options written — i - - 550843 550,843 - - 759505 759,505

- - 73216 21773276 =

BA0681T - 25400817

Interest rate derivatives F|=47T4T &

- Swaps ~i5 14580237 - 5215089 19795326 12115530 397588 5968244 18471364
14,580,237 - 525089 19795326 12115532 307588 5968244 18471364
Equity derivatives REFETE
- Options purchased ~ —EEAHifE - - 6 63,041 - - 0T 2,076
- Options written — g - - 6 63,041 - - 07 2,076
- - 16082 126082 - - 415 415
Total k] 14,580,237 - BMAMT 47694684 12115530 307588 31406213 43919333
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15. DERIVATIVE FINANCIAL INSTRUMENTS 15. fTEESMIA(#E)
(CONTINUED)
(a) Notional amounts of derivative financial (a) FTHELRTITAECZESHSE
instruments (continued) (#&)
The above amounts are shown on a gross basis Tl SEEIARTERT 0 WE
without taking into account the effect of any st RE R R AL E B
bilateral netting arrangements. 2
Derivatives reported as qualifying for hedge WEABEBERERE et
accounting represent hedging instruments EZPTETEEREERAS
designated as hedges under HKAS 39. FTHERISE 39 SRR TE (E R E H
ZEMHTIA -
(b) Fair value and credit risk-weighted amounts (b) PTEIEZATEENRE
of derivatives ERBINESEE
As at
30 June 2017 31 December 2016

Fubon Bank
B ART

R=B-tERA=tH

RZE-A~FT-A=t-H

Credit risk- Credit risk-

Fairvalue Fairvalue weighted Fairvalue Fairvalue  weighted

assets liabilities ~ amount assets liabilities  amount

AYEE AYEE (EER ATEE ATEE REER

EE B8R MELE EE BE  ESE

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

T T T TAL TAL AL

Exchange rate derivatives ~ EXf7ATE 503,029 94,062 156224 586825 181,042 206,754
Interest rate derivatives FI=TETA 140485 247,130 94588 166303 262556 113424
Equity derivatives REFTETA 1,046 1,046 - 116 116 -
644560 342,238 250,812 753244 443714 320,178

The above amounts are shown on a gross basis
without taking into account the effect of any
bilateral netting arrangements.

bt SRR - W
FHREMEEFREE TS

=7
pd-Z -3
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

16. ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES

(a) Advances to customers less impairment
allowances

Gross advances to customers  EFEEHE%
Less: Impairment allowances il : /B
~ Individual impairment —ERIRERE
allowances
- Collective impairment —~LRERERE
allowance

(b) Movement in impairment allowances on
advances to customers

At 1 January 2017 R=ZE—+%—-A—-H
Impairment losses charged WEZ R

to profit or loss ZREER
Impairment losses released ~ RIE%EREN]

to profit or loss ZREER
Amounts written off b
Recoveries of advances BEFEEMEER

written off in previous years  ZI[E]

At 30 June 2017 RZZ—tFXA=tH

Fubon Bank
B ART

16.

=FERRRERE

(a) FEFEXBRERE

As at

30 June 31 December
2017 2016
RZZ—t& RZZE—RF
AB=tH +=A=t-8
HK$'000 HK$'000
THEx THT
45,222,076 43,577,597
(145,193) (149,919)
(119,675) (108,839)
44,957,208 43,318,839

(b) FEFEXRRERRFEEZD

For the six months

ended 30 June 2017
HE-Z-—tF

AA=tHIEZAEAR
Individual Collective
impairment Impairment
allowances allowance
ERRERE FERERE
HK$'000 HK$'000
THEx THET
149,919 108,839
45,735 10,836
(32,599) -
(22,458) -
4,596 -
145,193 119,675
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16. ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES (CONTINUED)

(b)

Fubon Bank
BRI

Movement in impairment allowances on
advances to customers (continued)

At 1 January 2016 R=ZE—7~¥—-A—H

Impairment losses charged WEZ R

to profit or loss ZREER
Impairment losses released ~ RiEZEEAE

to profit or loss ZREER
Amounts written off b
Recoveries of advances BEFEEMEER

written off in previous years 2@

At 31 December 2016 R-ZE—RE+-A=1+—-H

16. FFEFRBERE®)

(b) FEFENRREREEE

(%)
For the year
ended 31 December 2016
HE-_T &
+ZA=+—BLLFE
Individual Collective
impairment impairment
allowances allowance
ERIRERE GERERE
HK$'000 HK$'000
THT THT
34,470 40,930
165,315 68,010
(8,933) (101)
(46,644) =
5,711 -
149,919 108,839
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

16. ADVANCES TO CUSTOMERS LESS 16. EFEFEFRRERE &)
IMPAIRMENT ALLOWANCES (CONTINUED)

(¢) Advances to customers analysed by () RBRITEIENEFER
industry sector

Advances to customers analysed by industry RTENBEBREZNEE
sector and the coverage of collateral is as ERBEONTAT o &LREIT
follows. The economic sector analysis is based ESMBERESE BATEA
on the categories and definitions used by the HEER R E ¢
HKMA:
As at
30 June 2017 31 December 2016
R=B-t&XA=1A R=E—"§+-A=+-H
% of gross % of gross
loans loans

Gross loans  coveredby  Grossloans  covered by
and advances collateral and advances collateral
BEAZER BEAZER

"Rk HERAEZ R  EEREEL
Eran Bl B BAK
HK$'000 % HK$'000 %
Thn Bl THr Bt

Gross advances for use EEBERNEREE
in Hong Kong

Industrial, commercial T
and financial
- Property development -NEEE 3,566,093 2037 3,756,167 34.25
- Property investment S ES 9,130,348 90.22 9,862,120 93.68
- Financial concerns —SRbE 3,190,228 491 1,346,366 8.07
- Stockbrokers -RELL 1,594,256 69.83 1,561,154 62.04
-Wholesale and retail trade ~ —#tERTEH 414,293 2453 342,228 22.75
- Manufacturing St 1,363,319 470 1,244,842 3.70
—Transport and transport -BEREERE

equipment 168,726 67.99 311,083 2181
- Information technology — BRI 380,457 0.39 377,867 021
- Electricity and gas L 20,000 - 131,656 -
- Others —Hfh 2,091,482 36.93 2,287,477 37.09
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

16. ADVANCES TO CUSTOMERS LESS 16. EFEFRRERE &)
IMPAIRMENT ALLOWANCES (CONTINUED)
(¢) Advances to customers analysed by () RBRITEIENEFER
industry sector (continued) (&)
As at
30 June 2017 31 December 2016
BW-Z-t£XA=1H R=E—7"$+-A=+-H
% of gross % of gross
loans loans

Gross loans  coveredby  Grossloans  covered by
and advances collateral and advances collateral
BEAZER BEFZER

"Rk HERAEZ R EEREEL
Eran Bl B BAK
HK$'000 % HK$'000 %
Thn Bl THr Bt

Individuals fEA
— Loans for the purchase -8 [EEEERE
of flats under the Home 2| [RA2E
Ownership Scheme, BEE Rk [HE
Private Sector Participation BHEME BH
Scheme and Tenants XERGRETEN
Purchase Scheme or their EFRNER
respective successor
schemes 4,258 100.00 12,135 100.00
~ Loans for the purchase of -BEEMETNE
other residential properties HER 9,592,750 9998 9,663,115 99.97
- Credit card advances —fERRER 969,176 - 1070172 -
- Others —Eft 4,638,987 21.53 4,665,215 26.89
37,124,373 36,621,597
Trade finance BHEE 3,654,717 25.87 3,294,463 28.57
Gross advances for use ERBLAIMER
outside Hong Kong EieE 4,442,986 1722 3,661,537 28.74
Gross advances to customers REERE 45,222,076 5279  43577,597 58.64
36  Fubon Bank Interim Financial Statements 2017

BT T FR B BERE



NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

16. ADVANCES TO CUSTOMERS LESS 16. EFEFRRERE &)
IMPAIRMENT ALLOWANCES (CONTINUED)
(¢) Advances to customers analysed by () RBRITEIENEFER
industry sector (continued) (#&)

Analysis of the Group’s impaired advances in BOTESIMEREEREE

Fubon Bank
B ART

respect of industry sectors which account for 10% A EMAEEREE
10% or more of gross advances to customers: /N
Individual ~ Collective
Overdue  Impaired impairment impairment
As at 30 June 2017 R-B-tEXA=1H advances  advances allowances allowance
BHE HEER ERAERE SERERE
HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TET TER
~ Property investment —MERE 277,366 50,691 - 1,870
- Loans for the purchase  —BEHMEENE
of other residential HES
properties 65,737 3,536 - -
~ Loans for other private ~ —{EE#FLABR
purposes MER 38,006 8,269 7441 4,461
Individual  Collective
Overdue Impaired  impairment  impairment
As at 31 December 2016 H=Z—~E+=A advances advances  allowances  allowance
=1+—H BHER REER ERRERE SoRERE
HK$'000 HK$'000 HK$'000 HK$'000
- Property investment —ERE 295,047 51,403 297 3,01
- Loans for the purchase  —BEHMEEME
of other residential MER
properties 64,415 - - 560
- Loans for other private  —fEE (AL AR
pUrposes MER 87,319 5,280 4,752 5,614
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(d)

16. ADVANCES TO CUSTOMERS LESS 16. EFEFRRERE &)
IMPAIRMENT ALLOWANCES (CONTINUED)
Impaired advances to customers (d EFEREER
As at
30 June 2017 31 December 2016
R-B—tEXA=tA KT "E+ZA=1-H
% of gross % of gross
HK$'000 advances HK$'000 advances
HERAE (a-E el
Thn ARl THr BAl
Gross impaired advances RESTEE 223,710 0.49 334,282 077
Individual impairment REERELL
allowances made {ERIRER S
against impaired loans (145,193) (149,919)
78,577 184,363
Amount of collateral heldin ~ sEREE AL
respect of impaired loans BERAmEeH 55,408

Fubon Bank
B ART

Impaired advances are individually assessed
loans with objective evidence of impairment on
an individual basis.

122,117

REEFEZE G EEER
BEENREE R TMAE
{ERIFF AR ER -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS R&ETZ D EBHEBRMEE I

17. FIXED ASSETS 17. BEEEE
Furniture,
fixtures and
Premises equipment Total
B
L/ RERRRE Eak ]
HK$'000 HK$'000 HK$’000
THET TERT TERT
Cost or valuation BAERGE
At 1 January 2017 R=Z—+F—F—H 3,482,333 815,605 4,297,938
Additions NE - 53,252 53,252
Disposals HeE - (5,297) (5,297)
At 30 June 2017 R=Z—tEXA=tH 3,482,333 863,560 4,345,893
Accumulated depreciation EE
At 1 January 2017 R=E—+F—A—H - 511,811 511,811
Charge for the period (Note 7) BNHE (HE7) 30,594 34,474 65,068
Released on disposal HEREE - (5,285) (5,285)
At 30 June 2017 R-Z—tFXA=tH 30,594 541,000 571,594
Accumulated impairment loss ZEtHERE
At 1 January 2017 and RZZ—tF-F—-HR
30 June 2017 —Z—tEXA=TA 15,733 - 15,733
Net book value REFE
At 30 June 2017 R=Z—-t&XA=1H 3,436,006 322,560 3,758,566
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17. FIXED ASSET1S (CONTINUED) 17. BEEE &)
Furniture,
fixtures and
Premises equipment Total
A
VIES EERR BE
HK$'000 HK$'000 HK$'000
TAT TAT FAT
Cost or valuation BAERGE
At 1 January 2016 R=ZE—~F—A—H 3,504,833 679,022 4,183,855
Additions B - 150,406 150,406
Disposals HE - (13,823) (13,823)
Surplus on revaluation Els 39,262 - 39,262
Elimination of accumulated EHERMEZ
depreciation ZitE
on revalued premises (61,762) - (61,762)
At 31 December 2016 RZE—"E+=A=+—-H 3,482,333 815,605 4,297,938
Representing: fos -
Cost A — 815,605 815,605
Valuation - 2016 BE-ZF—RF 3,482,333 - 3,482,333
3,482,333 815,605 4,297,938
Accumulated depreciation 2t E
At 1 January 2016 RZZ—F—H—H - 460,220 460,220
Charge for the year FRHE 61,762 65,244 127,006
Released on disposal HEER - (13,653) (13,653)
Elimination of accumulated EHERMEZ
depreciation ZithE
on revalued premises (61,762) - (61,762)
At 31 December 2016 RZZ—~"F+-A=1+-H - 511,811 511,811
Accumulated impairment loss REREFE
At 1 January and RZZ—~F-A-HK
31 December 2016 —Z—E+=ZR=1—H 15,733 - 15,733
Net book value BEFE
At 31 December 2016 RZE—~"F¥+=A=1+-H 3,466,600 303,794 3,770,3%4

40  Fubon Bank
B ART
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZHEAFEIRRMEE

18. DEPOSITS AND BALANCES OF BANKS AND

OTHER FINANCIAL INSTITUTIONS

Deposits and balances

from banks

Deposits and balances from

the HKMA

Amounts due to banks under
repurchase agreements

RITREZ R
Rkt

ReBEBZFH
Rkt

[EIfE 2R T e
RITR 22 FRIA

19. DEPOSITS FROM CUSTOMERS

18. RITEXRHEMEMEEZF

AR R

As at
30June 31 December
2017 2016
R-ZT—t&F RZE—RF
ANA=t+H +=ZA=+—H
HK$°000 HK$'000
FExT TAT
1,743,840 1,259,307
- 8,159
1,743,840 1,267,466
10,229,131 9,708,938
11,972,971 10,976,404

19. BEFER

As at
30June 31 December
2017 2016
R=Z—+tF RIZT—RF
AA=t+H +ZA=+—H
HK$°000 HK$'000
FExT FHT
Demand deposits and VEHA R RIERK
current accounts 14,240,653 13,717,175
Savings deposits EEFER 1,444,772 1,475,743
Call deposits BRIF 4,787,231 4,901,228
Time deposits TEHTFER 42,860,849 43,469,715
63,333,505 63,563,861
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS A& 34+ HA B 15 SRk M =

42

20. CERTIFICATES OF DEPOSIT ISSUED

3 months or less but not =EASAT
repayable on demand e BNRFE R

1 year or less but over —FATHE=EANK L
3 months

5 years or less but over 1 year FRESIATFHE—EL

All certificates of deposit issued are measured at
amortised cost.

21. DEBT SECURITIES ISSUED

S

Zero coupon notes TEER

The zero coupon notes issued by the Bank are
denominated in HKD and USD and mature at various
dates in 2017.

All debt securities issued are measured at amortised
cost.

Fubon Bank
B ART

20.

21.

ERTFERFE
As at
30June 31 December
2017 2016

R-2—tHF RZT—RF
AA=+R +=-HA=+—H

HK$'000 HK$'000
FHT THT
709,973 300,000
199,981 1,520,319
1,764,664 1,014,571
2,674,618 2,834,890

Fi B B BT E DR AR
BE o

ERITEERS
As at
30June 31 December
2017 2016

R-B—+F RZT—REF
AA=+HB +=ZA=+—H

HK$'000 HK$'000
FExT TR
1,248,747 821,482

RITBTHEERE - WEBTRE
TRHE - WRZZE—EFRZER
BISEEIE

FA B BITEBEFDIREHRKA
SRR ©
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22.

NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS R&EZ D EBHEMBRMEE I

SUBORDINATED NOTES ISSUED

US$200 million 6.125% R —TFHT
subordinated notes 200,000,000 3704 &
issued in 2010

Subordinated notes with face value of US$200
million (equivalent to HK$1,561.1 million) and carrying
amount of HK$1,5655.2 million which qualify as
supplementary capital were issued by the Bank on 30
November 2010 and mature on 30 November 2020.

If at any time the HKMA determines (having
regard to the applicable regulatory framework)
that these subordinated notes no longer qualify as
supplementary capital, the Bank may, on or after 1
January 2013 at its option and subject to the prior
written approval of the HKMA, provide notice to
such effect to Noteholders, such notice being a
“Change in Status Notice”. Upon a Change in Status
Notice becoming effective, these subordinated notes
shall cease to constitute subordinated obligations
of the Bank and shall thereafter constitute direct,
unconditional, unsubordinated and unsecured
obligations of the Bank and shall at all times thereafter
rank pari passu and without any preference among
themselves. The payment obligations of the Bank
under these subordinated notes shall, save for
such exceptions as may be provided by applicable
legislation, at all times thereafter rank at least equally
with all its other present and future unsecured and
unsubordinated obligations including liabilities in
respect of deposits.
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22.
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As at
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2017 2016
R=-Z—+tF RIZT—RF
AA=tH +ZA=+—H
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS AR &34 HA B 15 SRk M 5

22.

23.

24.

SUBORDINATED NOTES ISSUED
(CONTINUED)

These subordinated notes bear interest at 6.125%
per annum, payable semi-annually. Upon a Change in
Status Notice becoming effective, the interest rate for
these subordinated notes will become 5.625% per
annum, payable semi-annually. These subordinated
notes are stated at amortised cost.

RESERVES

Regulatory reserve AR
Investment revaluation reserve 1&%& &b

Premises revaluation reserve %S LG
Foreign exchange reserve 57\\“35?*%'1}%1%
Retained earnings IREE 4 F)

The regulatory reserve is maintained to satisfy the
provisions of the Hong Kong Banking Ordinance for
prudential supervision purposes. Movements in the
reserves are made directly through retained earnings
and in consultation with the HKMA.

FAIR VALUES OF FINANCIAL INSTRUMENTS

(a) Financial instruments carried at fair value

Fair value estimates are generally subjective
in nature, and are made as of a specific point
in time based on the characteristics of the
financial instruments and relevant market
information. The Group measures fair values
using the following fair value hierarchy that
reflects the significance of the inputs used in
making the measurements:
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As at
30June 31 December
2017 2016
R-ZT—tHF RZE—XF
ANA=+H +=—A=+—H
HK$°000 HK$'000
FExT FET
477,503 527,417
354,462 46,656
2,263,600 2,295,786
(109,744) (180,829)
4,252,742 3,853,156
7,238,563 6,542,186
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24.

Fubon Bank

NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&EZ D EABFEIRRMEE T

FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a)

BT

Financial instruments carried at fair value
(continued)

Level 1:

Level 2:

Level 3:

Quoted market price (unadjusted)
in an active market for an identical
instrument.

Inputs other than quoted prices
included within Level 1 that are
observable either directly (i.e., as
prices) or indirectly (i.e., derived
from prices). This category includes
instruments valued using: quoted
market prices in active markets for
similar instruments; quoted prices
for identical or similar instruments in
markets that are considered less than
active; or other valuation technigues
where all significant inputs are directly
or indirectly observable from market
data.

Inputs for the asset or liability that are
not based on observable market data
(unobservable inputs). This category
includes all instruments where the
valuation technique includes inputs
not based on observable data and the
unobservable inputs have a significant
effect on the instrument'’s valuation.
This category includes instruments
that are valued based on quoted
prices for similar instruments where
significant unobservable adjustments
or assumptions are required to reflect
differences between the instruments.
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

24. FAIR VALUES OF FINANCIAL INSTRUMENTS 24. SRIRAZRAVEEGE)

(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIIEZSET
(continued) B (&)
The table below analyses financial instruments, TRIIUAFEBESER(A
measured at fair value at the end of the TEEELDE) DTREK
reporting period, by the level in the fair value EHRRBRATFEBEFENS
hierarchy into which the fair value treatment is RTA:
categorised:
As at 30 June 2017 Level 1 Level 2 Level 3 Total
R=E-tEXA=1A - ] EE &t
HK$'000 HK$'000 HK$'000 HK$'000
TEL TEx THr THEL
Assets BE
Trading assets HERSAREE 1,997,396 - - 1,997,396
Derivative financial instruments fTESRIA - 644,560 - 644,560
Available-for-sale financial assets ARHESRHEE 28,376,371 5,359,485 503,688 34,239,544
30,373,767 6,004,045 503,688 36,881,500
Liabilities =l
Trading liabilities RHEET AR 1,997,396 - - 1,997,396
Derivative financial instruments fTESMTA - 342,238 - 342,238
1,997,396 342,238 - 2,339,634
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

24. FAIR VALUES OF FINANCIAL INSTRUMENTS 24. SRIRAZRAVEEGE)

(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIIEZSET
(continued) B (#)
As at 31 December 2016 Level 1 Level 2 Level 3 Total
RZZ—7"F+=A=1+-H F—1 EZR E=i 5t
HK$'000 HK$'000 HK$'000 HK$'000
TEL TATL TAT TEL
Assets BE
Trading assets HERSAREE 2,310,246 - - 2310,246
Financial assets designated at BT ABRBRARY
fair value through profit or loss ATEEZcREE - 39,226 - 39,226
Derivative financial instruments fTESRTA - 753,244 - 753,244
Available-for-sale financial assets P ESBEE 13,632,633 17,257,363 234549 31,124,545
15,942,879 18,049,833 234549 34,227,261
Liabilities A
Trading liabilities REEHET AR 2,010,295 - - 201029
Financial liabilities designated at BT ABRBRARY
fair value through profit or loss ATEEZeRAR - 406,185 - 406,185
Derivative financial instruments fTESBTA - 43714 - 443,714
2,010,295 849,899 - 2,860,194
During the year 2017 and 2016, there were RZE—tEFR-T—RF
transfers of financial instruments from Level 1 FE - HREERMIS EE
to Level 2 of the fair value hierarchy as active EHAERTIE - WemT
markets cannot be identified for identical BERATEESRE —RE
instruments. BEE=R -
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48

24. FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a)

Fubon Bank
B ART

Financial instruments carried at fair value
(continued)

(i)

Valuation of financial instruments with
significant unobservable inputs

The following methods have been
applied in determining the fair values of
financial instruments under Level 3 of the
fair value hierarchy:

(i) the fair value of unquoted equity
investments is estimated using
the net asset value as reported
by management of the investee
companies; and

(ii) the fair value of unlisted
investment funds is estimated
using the net asset value as
reported by the managers of such
funds.

The following table shows a reconciliation
from the beginning balances to the ending
balances for fair value measurements in
Level 3 of the fair value hierarchy:
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

24. FAIR VALUES OF FINANCIAL INSTRUMENTS 24. SRIRAZRAVEEGE)

(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIIEZSET

(continued) B (&)

(i) Valuation of financial instruments (i) & FHE KT ] #528
with significant unobservable inputs ABBEZEHTAZ
(continued) 1218 (&)

Assets Available-for-sale financial assets
BE AftHESHEE
As at
30 June 31 December
2017 2016
R=B-t% RZE—RE
AA=tH +=A=1+-H
HK$'000 HK$'000
Fisn FET
Beginning of the period i) 234,549 248,859
Purchases ) 4,463 9,960
Sales e (5,182) (15,995)
Settlements #E - =
Changes in fair value recognised ~ FMBREBERRER
in profit or loss: ATEEES
— Impairment losses on —AfHESREE
available-for-sale financial ZREER
assets (849) (6,685)
Changes in fair value recognised REMEEKEARER
in other comprehensive income 7 AT (BEEE) 270,707 (1,591)
Ending of the period HR 503,688 234,548
Total gains or losses for the year ~ RNFEEFKBEZEE
included in other comprehensive A2 ElzRE)
income for assets held at the end  FRMZEE:
of the reporting period BEeR 270,707 (1,591)
Total gains or losses for the year ~ REEEIXRBHZEE
included in profit or loss for HABHEZER
assets held at the end of the W EEEE
reporting period 3,303 10,085
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

24.

50  Fubon Bank

FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(a)

BT

Financial instruments carried at fair value
(continued)

(ii)

Effects of changes in significant
unobservable assumptions to reasonably
possible alternative assumptions

Although the Group believes that its
estimates of fair value are appropriate,
the use of different methodology or
assumptions could lead to different
measurements of fair value. For fair value
measurements in Level 3 of the fair
value hierarchy, a 10% change in either
direction in the net asset value reported
by respective counterparties would have
the following effects:

As at 30 June 2017
B=E-tEXA=1A

24. TERTAZAFEE@E)

(a) MR FEEIIKRZEHT
B (&)

(ii)

EAT TS ERLY
BEDHATEAS
BERZEE

BEAKEREER
FEEMGTBER
AR AR R
AREEHAFEEDN
TRETE - AAF(E
BEERE=HTAF
EBEFENS 56
RSEFRMNEE
FERESTAEE
10% FIBEE A T HIF2

2
=

Asset BE
Available-for-sale IRESREE
financial assets

As at 31 December 2016
R=E-—Ft-AA=1+-H

Asset AE
Available-for-sale IRESREE

Effect on Effect on other
profit or loss comprehensive income
HERRNYE HEA2ERENYE
Favourable Unfavourable Favourable Unfavourable
BHEy THEH bepilk o] THED
HK$'000 HK$'000 HK$'000 HK$'000
TEL T Fr TET
- (977) 50,369 (49,392)
Effect on Effect on other
profit or loss comprehensive income
HERRNTE HEpZANGENZE
Favourable  Unfavourable  Favourable Unfavourable
Bz Eyiliy) Rl THIEE)
HK$'000 HK$'000 HK$'000 HK$'000
Tir TATL TAT TiEr
= (1,200) 23,455 (22,255)

financial assets
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

24. FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b) Fair values of financial instruments carried
at other than fair value

The following methods and significant
assumptions have been applied in determining
the fair values of financial instruments
presented in the table below:

(i) the fair value of demand deposits and
savings accounts with no specific
maturity is assumed to be the amount
payable on demand at the end of the
reporting period;

(ii) the fair value of variable rate financial
instruments and loans is assumed to be
approximated by their carrying amounts.
Changes in the credit quality of these
financial instruments and loans are not
taken into account in determining gross
fair values, as the impact of credit risk
is recognised separately by deducting
the amount of the impairment loss
and allowances from both the carrying
amount and fair value; and

(i) the fair value of fixed rate loans and
mortgages carried at amortised cost is
estimated by comparing market interest
rates when the loans were granted with
current market rates offered on similar
loans. Changes in the credit quality of
loans within the portfolio are not taken
into account in determining gross fair
values, as the impact of credit risk is
recognised separately by deducting
the amount of the impairment loss
and allowances from both the carrying
amount and fair value.

Fubon Bank
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RABRERZE
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

52

24. FAIR VALUES OF FINANCIAL INSTRUMENTS
(CONTINUED)

(b)

Fubon Bank
B ART

Fair values of financial instruments carried
at other than fair value (continued)

(iv)  the fair value of held-to-maturity debt
securities is determined with reference
to the available market value. If quoted
market prices are not available, then the
fair value is estimated on the basis of
pricing models.

The carrying amount of the Group's financial
instruments carried at cost or amortised cost
are not significantly different from their fair
values as at 30 June 2017 and 31 December
2016 except as follows:

24.

ERMT R A PEEGR)

(b) FEUAFEEIIIRZER
TRZAFEEGE

(iv)

FEIMEBESZ
RNV EED2ERZ
ZMEEE ° HER]
2EZmHHRE - Al
BEERE BT AT
BfE -

ARG BIZ PR A SR S P A5
RremIAZERERL
RZE—LFRA=1THER
—E-R"¥t-A=1+—H
ZAFEEYBEAZR

MHELA TR ERBIBR AN
As at 30 June 2017
R-ZE-tEXA=tH
Carrying
amount  Fair value Level 1 Level 2 Level 3
RALH AVEE - ] E=f
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn TEx Thn TEx Thn
Financial assets TREE
Advances to customers RFEH 2,371,285 2,517,101 - 2517101 -
Held-to-maturity investments 2|8z A 1,560,191 1,637,416 - 1,637,416 -
Financial liability LREE
Deposits from customers RFER 42,860,849 43,439,859 - 43,439,859 -
As at 31 December 2016
RZF—AETZA=1+-A
Carrying
amount  Fair value Level 1 Level 2 Level 3
FASH ATEE R F=8 E=
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T THL T THE TiHn
Financial assets PHEE
Advances to customers RFEH 2,237,643 2,208,895 - 2208,38% -
Held-to-maturity investments 2|8z A 1549884 1,615,642 - 1,615,642 -
Financial liability FHEE
Deposits from customers RFER 43,469,715 43,480,594 - 43,480,594 -
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

25. CONTINGENT LIABILITIES AND 25. WABBREIE
COMMITMENTS
(a) Credit related commitments and (a) EBEEEFBZAERIA
contingencies A
Credit related commitments and contingencies BEEAR M 2 AERSARIE
include acceptances, letters of credit, BEEANER  EHF
guarantees and commitments to extend credit. ERMANRE - FTriER2
The risk involved is essentially the same as the ERER FHEATSREES
credit risk involved in extending loan facilities to RZ=ERBRER - 8H&
customers. The contractual amounts represent BEEEAOHTEERIK
the amounts at risk should the contract be B E AT AERR Z &
fully drawn upon and the credit default. As e ARZEHERERAAE
the facilities may expire without being drawn EARZIREAIRE - HELD
upon, the contract amounts do not represent SR IREKRBFTARKRRS
expected future cash flows. mE ©
As at
30 June 2017 31 December 2016
RZB-tf RZZ—1E
AAZTH +-A=1+-AR
Credit Credit
risk- risk-
Contractual ~ weighted  Contractual weighted
amounts amounts amounts amounts
RERR EERR

CEikA ] il ANEE SR
HK$'000 HK$'000 HK$'000 HK$'000
Tign Fign TAL TEL

Direct credit substitutes EREEERER 108,299 108,299 101,117 101,117
Transaction-related contingencies £ 58 # /s AEE 18,867 9,434 25,580 12,790
Trade-related contingencies HE BB AER 353,744 70,749 267,169 53,434
Undrawn loan facilities RERZBRER
- which are unconditionally — A B
cancellable 24,368,200 - 24751255 -
— with an original maturity of -RAEISHR A
up to one year BEE 33,987 6,797 87,740 17,548
—with an original maturity of ~ R R A
more than one year —FpF 1,460,348 724,649 1,155,142 573,554

26,343 445 919,928 26,388,003 768,443
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

25. CONTINGENT LIABILITIES AND 25. RAEBEREE#E)
COMMITMENTS (CONTINUED)
(b) Lease commitments (b) FHERE
The total future minimum lease payments TRAIBUEEERE R Z RK
under non-cancellable operating leases are =IREMTHESLZENT

payable as follows:

As at
30June 31 December
2017 2016

R-B—+F RZT—REF
AA=+B +=ZA=+—H

HK$'000 HK$'000
FHET FAT
Properties: W
— Within one year ——FR 27,734 24,792
— After 1 year but ——ZhFH
within b years 36,540 38,248
— More than 5 years —RFHE 14,042 17,204
78,316 80,244
(¢) Capital commitments () EAEE
Capital commitments for the purchase of RZE—+tFRA=+THX
equipment and available-for-sale financial REFERER NIER 2 5
assets outstanding at 30 June 2017 not BERERAIHEHESREE
provided for in the financial statements were as ZARABEARASENT ¢
follows:
As at
30June 31 December
2017 2016
R-Z—t& RIZT—REF
AA=t+H +=ZA=+—H
HK$°000 HK$'000
FET TAT
Contracted for [EEIRENS) 255,407 248,014
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25.

26.

NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

CONTINGENT LIABILITIES AND
COMMITMENTS (CONTINUED)

(d) Litigation

The Group is involved in a lawsuit where
judgment was issued against the Group
during the year ended 31 December 2016.
Related compensation and legal costs of
HK$100 million were recognized in prior year.
The Group has filed a Notice of Appeal while
the Plaintiff also filed a Respondent’s Notice
regarding the compensation amount. Additional
compensation of HK$73 million and interest,
which cannot be reliably estimated, may be
incurred should the final judgment be in favour
of the Plaintiff. Based on legal advice, the
Directors do not believe it is probable that any
further compensation will be incurred by the
Group and therefore no additional provision has
been recognized for this lawsuit.

MATERIAL RELATED PARTY TRANSACTIONS

During the period, the Group entered into a number
of transactions with its ultimate holding company and
other related parties. These transactions were entered
into in the ordinary course of the Group's banking
business and included, inter alia, lending, placement
of interbank deposits, correspondent banking
transactions and foreign exchange transactions. The
transactions were priced at the relevant market rates
at the time of each transaction, and were on the
same terms as those available to other counterparties
and customers of the Group. In the opinion of the
directors, these transactions were conducted on
normal commercial terms.

Fubon Bank
B ART

25.

26.
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B NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS k&3 4%  HA B 15 SRk M =

26. MATERIAL RELATED PARTY TRANSACTIONS 26. ERBERAIRS (&)

(CONTINUED)

Information relating to income and expenses from BRHANBERSEEAZ /T &
related party transactions during the period and RIERREARERBTE 2 ERE
balances outstanding as at the end of the reporting FEAT

period is set out below:
(a) Income (a) WA

For the six months ended

BETHRAHLEARMEAR
30 June 30 June
2017 2016
—E—tF ZE—RF
~A=t+H ~NA=+H
HK$°000 HK$'000
FET FHT
Fellow subsidiary [GES 0l AE)
Fee and commission ERARASBA
income 14,683 22,665
(b) Placement of deposits (b) B
As at
30June 31 December
2017 2016
R=Z—+tF RIZT—RF
AA=t+H +ZA=+—H
HK$°000 HK$'000
FExT FHT
Fellow subsidiary JGES 0N
Cash and short-term HeREEe
funds 34,157 23,818
Fellow subsidiary GTES A
Accrued interest and JERHR S REMEE
other assets 1,245 610
There was no impairment allowance made il SRR R T B R E A
against the above placement of deposits with
related parties.
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FR&HEZ P EAFEIRRMEE T

26. MATERIAL RELATED PARTY TRANSACTIONS 26. ERBERAIRS (&)

(CONTINUED)
(c)  Acceptance of deposits () ERER
As at
30June 31 December
2017 2016

R=B—£F  R-F-AF
XA=+RA +=A=+-A

HK$'000 HK$'000
F#ExT FHT
Ultimate holding company S48 2 A]
Deposits from customers & F 17K 1,913 1,907
Fellow subsidiaries [GES 0l AE)
Deposits and balances — $R1T R H{th& &b
of banks and other Ve I YNET S
financial institutions 24,727 20,608
Fellow subsidiaries IZES Al
Deposits from customers &S 17 344,776 244,699
Other related parties E At fEs
Deposits from customers &P 1FK 221,543 213,925
(d) Financial instruments (d £®ITA
As at
30June 31 December
2017 2016

R-B—+F RZT—REF
AA=+B +=ZA=+—H

HK$'000 HK$'000
FHET FET
Fellow subsidiary 1GES oAl
Derivative contracts PTEER (BHRATRE)
(notional principal) 378,564 438,129
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(A)

CAPITAL RATIO

Total capital ratio Pk N

Tier 1 capital ratio —RER R

Common Equity Tier 1 LBRA—REARLL R

("CET1") capital ratio

Capital conservation buffer ratio 3 & 8% & & 2Nt &

Tier 1 capital — AR

CET1 capital LBP/AR—RER
Total capital BEXR

Total risk-weighted amount R hNERE E

The calculation of the above ratios is illustrated as
follows:

Total capital
Total capital ratio =

Total risk-weighted amount

Tier 1 capital

Tier 1 capital ratio =
Total risk-weighted amount

CET1 capital
CET1 capital ratio =

Total risk-weighted amount

58  Fubon Bank
B ART

Bt
As at
30June 31 December
2017 2016
R=-Z—+tF RIZT—RF
ANA=+H +ZA=+—H
16.53% 17.02%
12.64% 12.60%
12.64% 12.60%
1.25% 0.625%
HK$°000 HK$'000
FExT TAT
7,624,737 7,154,632
7,624,737 7,154,632
9,969,306 9,662,042
60,325,837 56,762,666
B ZHEFIRNT :
HBER
WENLER = —
R\ R4 A
— AR
—RENRLE =
AR InERE E
ﬁt‘m s _lﬁl( >
BBBA— _ LR —RER
WAL=
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION ZEBZERMBER NN

(A) CAPITAL RATIO (CONTINUED) (A) EXREEER(E)
The capital ratios as at 30 June 2017 are computed on RZE—tFAA=1+RH " BEXL
a consolidated basis which comprises the positions KRBBREEENE  ZEES
of Fubon Bank (Hong Kong) Limited and Fubon ReERAREEEEMHTECEM
Credit (Hong Kong) Limited (“FCHK") as required by RIT(BB)ERARREAHABE(E
the HKMA in accordance with section 3C(1) of the B)ERAR([EHHBED 2R -
Banking (Capital) Rules (“the Capital Rules”) for its WHZRRCIRTT S (BR) 81 ([ER
regulatory purposes. FRAI ) FE3C() ERE -
The basis of consolidation for accounting purposes ERITRET BN 2 ira R EEFH
of the Bank is in accordance with the Hong Kong BB mEER B BENRGE
Financial Reporting Standards and is different from the BRI ERZIGEEEREGE - 1FE
basis and scope of consolidation for the calculation R B E A B o (Fg
of capital ratios. FCHK is included in the consolidation i B AR AT ABR EE AR R
for accounting purposes. Subsidiaries included in B RAR AT A Z M B A R E 5w
the consolidation for accounting purposes but not T
included in the consolidation for the calculation of
capital ratios are set out below:
As at 30 June 2017 As at 31 December 2016
R-Z—+tFXA=tA RZE—R"E+ZA=+—-H
Name of subsidiaries Principal activities Total assets Total equity Total assets  Total equity
HEAR AR TEEH BEAR BREE BEME s
HK$'000 HK$'000 HK$'000 HK$'000
THET THET AT FHT
FB Securities Securities broking 182,745 96,726 139,648 102,187
(Hong Kong) Limited
BRES (BE)BRAA BHRER
FB Investment Fund management 21,890 19,162 21,365 18,622
Management Limited
ERBEEERERAR HEER
Fubon Insurance Insurance broker services 4,533 2,437 3,015 2,040
Brokers Limited
EARRBERERAR (RIRAT 42 B 5
Fubon Nominees Nominee service 3,771 143 3,713 138
(Hong Kong) Limited
REARS
Admiralty Finance Company secretarial 63 63 63 63
Company Limited
BERBERAR DNRWE
Aquarius (Nominees) Inactive 6 6 6 6
Limited R
213,008 118,537 167,810 123,056
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(A)

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 23, 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, 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).

Fubon Bank
B ART

(A)

BEARLR ()

TR I B A 7 2 BB ThiR i
A AR S B — A A
B o RETH AL RE TAHER &
EE— 52 ATHBRART - ¥
EMARER -

REBERIBEEBGERITEEDDE
FRTE MR E R A8 (A0 RE 23 AR
) UEREEE - 2REIEEHD
EFALERZBERREREBR
BImAMEL

ZREARKR - AEEDRAMRE
7%t EEERR RTISRARZ
[\ fex A A 7 A e SRR B AR AR T
A FEEERR -

REE(CRITERE) RS
24 AEBEBEAREBEB A
(http://www.fubonbank.com.hk)
[BEERE| —WTEREERIETE
HIRERBRIREE —IANER
BEABEAENEINERS -
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(B)

(C)

UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION ZEBZERMBER NN

LEVERAGE RATIO

Leverage ratio B &

—RER
RRASETEE

Tier 1 capital
Exposure measure

The calculation of the above ratios is illustrated as
follows:

Tier 1 capital

Leverage ratio =
Exposure measure

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

To comply with section 24A of the Banking
(Disclosure) Rules, all addition 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).

COUNTERCYCLICAL CAPITAL BUFFER RATIO

Countercyclical capital W EHR AR B S AL R

buffer ratio

The Group calculates the Countercyclical capital buffer
("CCyB") ratio on the same consolidated basis as the
calculation of capital ratio as disclosed in Note (A).

Fubon Bank
B ART

(B)

(C)

EREEE
As at
30June 31 December
2017 2016
R=-Z—+tF RIZT—RF
ANA=+H +ZA=+—H
7.81% 7.44%
HK$°000 HK$'000
FET FET
7,624,737 7,154,632
97,673,686 96,105,542
bR 2 A EDIRAT ¢
—REXR
B R = B —
R EETEE

RSB MRE (A) PR R EE A
R BRM A FFEEEA ERIRLL K -

REECRITEGRE)RADE
2A1% - REBEBEEREERFER
(http://www.fubonbank.com.hk)
[BEERE| WM EREERETE
BRI B AR B B — A&
BB R RN EINER -

PRBEGERLR

As at
30June 31 December
2017 2016
R=T—+tF RZE—REF
ANA=+H +ZA=+—H
1.069% 0.557%

AREREIZHGE (A) FTIREE ST E AR
L EABRM & GrEAE H P A K
mEARLE -
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(C)

(D)

COUNTERCYCLICAL CAPITAL BUFFER RATIO
(CONTINUED)

To comply with section 24B of the Banking
(Disclosure) Rules, all addition information in relation
to the Group's CCyB 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).

LIQUIDITY RISK MANAGEMENT

The purpose of liquidity management is to ensure
sufficient cash flows to meet all financial commitment
and to capitalise on opportunities for business
expansion. This includes the Group's ability to
meet deposit withdrawals either on demand or
at contractual maturity, to repay borrowings as
they mature, to comply with the statutory liquidity
maintenance ratio, and to make new loans and
investments as opportunities arise. The Group
maintains a stable and diversified funding base of
core retail and corporate customer deposits as well as
portfolios of highly liquid assets.

It is the responsibility of the Group’s management to
ensure compliance with local regulatory requirements
and limits set by Risk Committee of the Board
("RCB"). Liquidity is managed on a daily basis by the
Bank's Funding Desk unit. The Funding Desk unit is
responsible for ensuring that the Group has adequate
liquidity for all operations, ensuring that the funding
mix is appropriate so as to avoid maturity mismatches
and to minimise price and reinvestment rate risk in
the case of a maturity gap, and monitoring relevant
markets for the adequacy of funding and liquidity.

Compliance with liquidity and funding requirements is
monitored by the ALCO and is reported to the RCB on
a regular basis. This process includes:

- maintaining balances within relevant regulatory
requirements;

- projecting cash flows under various stress
scenarios and considering the level of liquid
assets necessary in relation thereto;

Fubon Bank
B ART

(C)

(D)

PRABEETERLR @)

AEECRITE(RE)RADE
24B1§ - AEEEEARKEHILA
(http://www.fubonbank.com.hk)
[BEERE| — W ERAEEREE
RIRAE IR B S AR IR B — I AR S
3 B EA AR 1B & AN LE R B R AV RE N
&R o

RBESEREE

nBERBERE S ERRERRE
MR ME AR TN BRBAEZ
imEkmRE SRR T - A
Eit B ERAREREENERTRP
FRA AN HEL Z FRER
REREMEEERR - FaEE
MBI LR R ZEFERRE
EE - AEEERRERZEL
BRLOBEREEREPERRBEER
UR=mERBEEEMLS -

AEEEEENBE RSERETA
WEERELETERARETEER
SHRB)  RITHE SRS R HA
THRBDEDETERE - B2 A
BERASEHBETEREE DA
B FrE2ERY BREEELZ
BoAa e BRERYETE
FH IR I PR KB 1R R B IR A M=
R EERBEAT S EE TR
FOmEE o

EEABRESRARELERY
MRRERE 2 EE  REHAE
=gRREEER - ZBEEE

— REREERTHEANER

T

— BASEERNERLATHHRE

mEREEELERNYE
MBEEKRF
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(D) LIQUIDITY RISK MANAGEMENT (CONTINUED)

Fubon Bank
B ART

maintaining adequate intraday liquidity position
and assessing how the intraday liquidity profile
will change in conditions of stress;

monitoring balance sheet liquidity and loan to
deposit ratios against internal requirements;

maintaining a diverse range of funding sources
with adequate back-up facilities;

managing the concentration and profile of debt
maturities;

managing lending commitment to customers
within pre-determined management alert
triggers;

managing debt financing plans;

monitoring depositor concentration in order
to avoid undue reliance on large individual
depositors and ensuring a satisfactory overall
funding mix;

maintaining funding contingency plans, which
identify early indicators of stress conditions
and describe actions to be taken in the event
of difficulties arising from systematic or other
crises, while minimising adverse long-term
implications for the business; and

managing liquidity on a legal entity and on a
group basis. Intragroup funding transactions are
carried out at arm'’s length and treated in the
same way as transactions with non-related third
parties and controlled within pre-determined
management alert triggers.

(D)

RBESEREE &)

#HEREARDESRR
REHES BRBE SRR E
BN el T H6 fuf

KEABREEZEEERRE
RBMUEREFLE

NFEREBREERZ T
MESRIR :

EREHHRNAS REF
=&

[

BRETERESHEERR
PEEHE

EREHBERS

ERTFPHNEPNE Nt
B E AR (B Bl R FRTF B A K
BREBESHESSAR

s

RIUEZMES - HAR
RIS b G BN R
B3 p 2 ME D AR Z B
IR FH AR T RIATT
8 MEREHEBO TN
HgE R

BEANBERLEEEREERE
RBER - EEAREIRZ
BERXHARF T AT -
W7 ERIERAM S8 =TT R
ZH R REE R R IEE
EIREEEETS -

Interim Financial Statements 2017

T FR B BERE

63



B UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION FR&EFZH KSR

64

(D)

LIQUIDITY RISK MANAGEMENT (CONTINUED)
Primary sources of funding

Customer deposits form a significant part of
the Group's overall funding. The Group places
considerable importance on the stability of these
deposits, which is achieved through the Group's retail
and corporate banking activities and by maintaining
depositor confidence in the Group’s capital strength.
In order to lengthen the duration of the funding, the
Group issues certificates of deposit with different
maturities from time to time. Interbank markets are
also accessed for the purposes of providing additional
funding, maintaining a regular presence in local money
markets and optimising asset and liability maturities.

The management of funding and liquidity risk

As part of its liquidity risk management, the Group
focuses on a number of components, including
maintaining sufficient liquid assets, maintaining
diversified sources of liquidity, reserving necessary
funding capacity and contingency planning. The Group
manages liquidity risk by holding sufficient liquid
assets (e.g. cash and short term funds and securities)
of appropriate quality to ensure that short term
funding requirements are covered within prudential
levels. Debt securities held are marked to the market
on daily basis to ensure their market liquidity. The
Group also adopts a funding strategy that is to
achieve diversification of funding by controlling the
concentration of top depositors, wholesale funding
and reliance on foreign exchange swap markets.
Moreover, adequate standby facilities are maintained
to provide strategic liquidity to meet unexpected
and material cash outflows in the ordinary course of
business.

Fubon Bank
B ART

(D)

RBESEREE &)
EEHEERR

EFESERASERERESHNE
REBD - REBREERZE TN
MREN  TAREBLEETE
REFRBITEBRERFTRALHA
SEEXRENNELD - RERESR
EVEARR - ANEE AR (T EE 5
BEERE ° MAEBRITRET
BARBSEINE S - BRATR
KFETHZ2ERBLEER
BERESRR -

MERRBDE SRR EE

AEEZRBDECRABREREH RN
BERE  BREABARRDE
E #BOMNRBESRIR &
FAMBHBER N REEE - £
SEBEBRFARE ZREEE(WH
EREHESEES) BREER
HRBEANWREHESF R - A&
EERUMBEERESETTS
FHERERETS R - AEH
MR Z L B E SRAS - BI5E
BENANBEFPHETE - #HER
B R EIHMNE IR BT 5 B KRR © Ut
SN R RAEARBE N RHER
EIERESES - tfMmeEnr AEE
BB R RERRERE -
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LIQUIDITY RISK MANAGEMENT (CONTINUED)

The management of funding and liquidity risk
(continued)

In addition to observing the statutory liquidity ratio,
the Group has established different liquidity risk
metrics, including but not limited to the liquidity
maintenance ratio, loan-to-deposit ratio, cumulative
cash flow gap, concentration of funding sources and
medium-term funding ratio to measure and analyse its
liquidity risks. Financial Control Division is responsible
for measurement and monitoring of these liquidity
metrics and reporting to the ALCO regularly.

Core deposits

The Group monitors the stability of customer deposits
by means of the core deposit ratio, which is the ratio
of core deposits to total customer deposits. The Group
categorizes customer deposits into core deposits
after taking into consideration of nature of deposits,
relationship history with customers and stability of
customer's total balance. An alert trigger level is set
on the core deposits ratio which is monitored by the
ALCO.

Loan to deposit ratio

The Group emphasises the importance of customer
deposits as a source of funds to finance lending to
customers, and mitigate against reliance on short-
term interbank funding. A limit on the loan to deposit
ratio is established and approved by the RCB and
monitored by the ALCO.

Fubon Bank
B ART

(D)

RBESEREE &)
MERRBDESRRNEE (&)

BRETEENRBDES LRI - K
SEERITANRHE S RBRE
ENGEROMARBDESRR - B
FEUERRN) REMEERLE - B
LR - 2 RERE B2 HR
SFERPERMESLLE - B5HS
FMAEEtEREREZERDEDER
EREHREERBLZESER -

B

AREBBEBZOFR LR (A LTF
FEEPEREENLR)EREP
TFHROREN - AERBRHEFER
HE BEFPHNELHBERTFE
HRENREEREPERD B A
DR © AERE TR RO IF L
RUIEEBIORY - ZKTHEE

EBEFLE

AEFBERFPERNEEN - 8
ZRBENERTEPNE SRR -
I35 8 52 HR IR 1T R SR B B O 4K
o BEFEENRIMEZTERAR
ZESRUYE BEREERSE
REEER-
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(D)

LIQUIDITY RISK MANAGEMENT (CONTINUED)

The management of funding and liquidity risk
(continued)

Cash flow projection and stress testing

The Group conducts cash flow analysis and cash
flow projection arising from on-and off-balance sheet
items over a set of time horizons on a regular basis
to identify funding needs in specific time buckets.
The Group also regularly performs stress tests on
its liquidity position. In the stress test, both on-and
off-balance sheet items with a cash flow impact
are considered, with applicable hypothetical and
historical assumptions. Three stressed scenarios,
namely an institution-specific crisis scenario, a general
market crisis scenario, and a combined scenario
are adopted with minimum survival period defined
pursuant to HKMA's Supervisory Policy Manual
guideline “Sound Systems and Controls for Liquidity
Risk Management”. Stress testing assumptions are
reviewed and approved by the ALCO regularly to
ensure their continued appropriateness.

Liquidity Cushion

The Group maintains a stock of high-quality readily
liguefiable assets as a liquidity cushion against a
range of stressed scenarios. The eligible assets
are unencumbered, low credit risk and low market
risk. The liquidity cushion is segregated from debt
securities held for trading purposes. A certain portion
of the liquidity cushion is made up of the most liquid
and readily marketable assets (such as debt securities
issued by government or multinational development
banks) that can be easily liguidated to meet funding
needs in the initial phase of liquidity stress.

Fubon Bank
B ART

(D)

RBESEREE &)
MERRBDESRRNEE (&)

B2 B R R B R

REETFHFEBYE —RIIRHEAR
BEEBBRAINEBETRERE
DT IR R CARETE 15 T8 B Tl WD &
SFE - AKENTEHHERBDESR
TRSHETTEE DRI - REBEE T
AHAE B BEREE IR NRE
Efﬁ’ REREEBRKRAINERE
SHREREEKNTE - =@
@7]\ S (EMARIRITEH - BEB™
S RGE R HRAeERE
EREFMESI[BERBE SR
BERRGREE ﬁmJﬁ?\EE’JEE—E
ﬁxﬁﬁﬂ BEAREZEESTH
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LIQUIDITY RISK MANAGEMENT (CONTINUED)

The management of funding and liquidity risk
(continued)

Liquidity Cushion (continued)

The size of the liquidity cushion shall be adequate to
meet the Group's day-to-day liquidity needs and also
emergency funding needs under both normal and
stress market conditions. The minimum required size
of the liquidity cushion is determined with reference
to the funding gap generated from the Group's
regular liquidity stress testing results. Management
alert triggers are established by the ALCO to ensure
sufficient size of liquidity cushion is maintained and
appropriate diversification among the liquidity cushion
is achieved. The size and mix of the liquidity cushion is
reviewed by the ALCO regularly.

Contingent liquidity risk

The Group provides customers with committed
and standby facilities. These facilities increase the
funding requirements of the Group when customers
drawdown. The liquidity risk associated with the
potential drawdown on committed facilities is factored
into our stressed scenarios and a management alert
trigger is set for these facilities.

Fubon Bank
B ART

(D)

RBESEREE &)
MERRBDESRRNEE (&)

MBI ELEE ()

MBE S RERIEER AR ANE
EAERDESFRARIESRKE
NTRTZEZEEHK - &R
BHRBESEZERRIELREAR
SERBDESTERENUAGERE
EZESRAEE - EERAMFBEE
EREEHESHBEKFE - ARR
HRRAREZ RBDESEEHRE
ERPESEFHNEES TL - &
EREZREEEHEERPESRK
EHRERAS -
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(D)

LIQUIDITY RISK MANAGEMENT (CONTINUED)

The management of funding and liquidity risk
(continued)

Contingency funding plan

The Group has formulated a Contingency Funding
Plan (“CFP") that describes the Group's strategy
for dealing with any liquidity problem and the
procedures for making up cash flow deficits in
emergency situations. The CFP is designed to be
pro-active and pre-emptive. The Group utilises early
warning indicators, which cover both qualitative
and quantitative measures, monitoring both internal
and external factors. Should there be any early
signs of significant impact on the Group’s liquidity
position, the management would be informed for
their consideration. Once the CFP is triggered, a
Crisis Management Team, which is led by senior
management, is formed to handle the crisis. Strategy
and procedures in obtaining contingency funding, as
well as roles and responsibilities of parties concerned
are clearly stated. The CFP also includes the analysis
of cash flow projections to estimate potential liquidity
needs under stress scenarios.

The CFP is subject to regular testing to ensure its
effectiveness and operational feasibility, particularly in
respect of the availability of the contingency sources
of funding listed in it. The CFP is also subject to review
and update on a regular basis to ensure it remains
robust over time. Any changes to the CFP would be
approved by the RCB.

Moreover, in accordance with the HKMA's
Supervisory Policy Manual guideline “Recovery
Planning”, the Group has established a Recovery Plan,
which has been approved by the Board. The Recovery
Plan helps ensure that the Group is able to recover
quickly from period of severe stress and preserve or
restore its liquidity level. The Recovery Plan is subject
to regular, at least annual, review and update.

Fubon Bank
B ART

(D)
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(D) LIQUIDITY RISK MANAGEMENT (CONTINUED) (D) REIELRAMEIE (&)

The management of funding and liquidity risk RERABESREARNEE (&)
(continued)
Liquidity maintenance ratio under the Hong Kong BB(RITENFOI)DIE T h B L4
Banking Ordinance #FHEE
The Group's average liquidity maintenance ratio for AEBHZE-_ZT—t+FA=1H
the period ended 30 June 2017 was well above the IEEAE R R E i L K= R
statutory minimum ratio of 25%. EERRIELE % 25% ©
As at
30June 31 December
2017 2016

R=Z—tF RZZ—REF
AA=+H +=-A=+—H

%o %
Average liquidity I REN MR L R
maintenance ratio 51.19 48.49
The average liquidity maintenance ratio for the BE-_ZT—+FA=+HILHM™
period ended 30 June 2017 is computed as the R FE B i RIS EE A
arithmetic mean of the average value of each calendar TR EMEEERSE e
month’s average ratio as reported in the “Return E& A gtk = 2 RE GR1ITECR
of Liquidity Position of an Authorized Institution” B BRI EEITESTE W
(MA(BS)1E) calculated in accordance with the Banking R [ E RS E AT EBHRE |
(Liquidity) Rules for regulatory purposes. The liquidity (MA(BS)1E) R EBERFIELF4HE © 7%
maintenance ratio is computed on a consolidated R RITREE R AETE
basis which comprises the Bank and Fubon Credit BETENOEARNTRE BIHE(F
(Hong Kong) Limited as designated by the HKMA for B)AR A REANNIGE EESE -

regulatory purposes.
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(E)

Creait risk for non-Securtzation exposures

Of which STC approach

Of which BSC approach

Of which [RB approach

Counterparty credit isk

Of which SA-CCR

Of which CEM

Of which IMMICCR approach

Equity exposures in banking hook
under the market-based approach

CIS exposures

Settlement risk

Securtization expostres in banking book

Of which IRB(S) approach - ratings-based method

Of which [RBIS) approach - supervisory fomula method

Of which STCIS) approach

Market risk

Of which STM approach

Of which IMM approach

Operational rsk

Of which BIA approach

Of which STO approach

Of which ASA approach

Of which AMA approach

Amounts below the thresholds for
deduction (subject to 250% RW)

Capitalfloor adjustment

Deduction to RWA

Of which portion of regulatory resenve for
general banking risks and collective provisions
which is notincluded n Tier 2 Capital

Of which portion of cumulative fair value gains arising
from the revaluation of land and buldings which
is not included in Tier 2 Capital

Total

OVERVIEW OF RISK-WEIGHTED AMOUNT

SRR ERBRAENERER

B STCHER

HRBSCiER

2 pB:E

HEhGRAR

ESACCRIE

ARRERRER

HRIMMICCR:

il S
ERRERRAE

R
BrEntRABERAS
AR B AR
SRR BB
EIEET

ek

£RSTEE
SR

SpgiER

EappEE
2051038
EnMSA
e
B PR

(B EREE
E1TREE
ARinREns
R
SSHARESHER
sEEgi 5
T
ashRREELAREAZE
i

it

N/A : Not applicable in the case of Hong Kong
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(E) RERinfESZaEEs
(a) (b) (e
Minimum capital
RWA requirements
RRIEHE REELRE
Asat Asat Asat
30 June 31 December 30 June
2017 216 201
H_B-tE HZB-7E HoB-t£
~A=TR tzA=t-8 AB=TR
HKS$'000 HKS'000 HKS000
Tin Tn TR
54,836,626 51,563,630 4.386,930
54,836,626 51,563,630 4386930
1,263,086 1,210,180 100247
1,253,086 1,270,180 100,247
27212 179909 031
179900 260275 14,39
66,875 52,550 5,350
06,875 52,550 5350
2,882,200 2788613 20576
2882,200 2788613 230576
NA N/A N/A
209,000 1,911,155 167,360
1,252,062 1,263,646 100,165
1,262,082 1,263,646 100,165
60,325,837 56,762,666 4,826,067

NA : THEBREEIELR
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION ZEBZEHERMBER N

(F) CREDIT QUALITY OF EXPOSURES (F) ERAENEHAESR

As at 30 June 2017
RZB-tEXA=1A
HK$'000
T

(a) (b) (c) (d)

Gross carrying amounts of
UTERMARESE

Defaulted Non-defaulted  Allowances/
exposures exposures impairments  Net values

EEERN FERERY

ERAE BREE  BE/RE FE
1 Loans 5 230,466 44,991,610 264,868 44,957,208
2 Debtsecurities EHES - 37,293353 - 37,293,353
3 Off-balance sheet exposures ~ BEBERINERAE - 1,956,378 - 1,956,378
4 Total Foh 230,466 84,241,341 264,868 84,206,939

(G) CHANGES IN STOCK OF DEFAULTED LOANS (G) EBEEXRREHIEFHNR
AND DEBT SECURITIES

As at 30 June 2017
RZEB—tFXA=TH
(a)
HK$'000
TET
1 Defaulted loans and debt securities at end RE—EREHREEERR
of the previous reporting period EREHER 334,282
2 Loans and debt securities that have defaulted ~ HAZENEEERREHES
since the last reporting period 29,477
3 Returned to non-defaulted status BEZEIEEEMN (83,257)
4 Amounts written off MikzE (31,322)
5  Other changes Hin 23 (18,714)
6  Defaulted loans and debt securities at end RETREHRERETR
of the current reporting period EI5E S A 230,466
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(H) CREDIT RISK EXPOSURE AND THE EFFECTS OF (H) {5 AREMAERZ REKREH
RECOGNIZED CREDIT RISK MITIGATIONS EisiE e

As at 30 June 2017
R-B—-tFXA=1H
HK$'000
TR
(a) (b) (c) (d) (e) (f)
Exposures pre-CCF Exposures post-CCF
and pre-CRM and post-CRM RWA and RWA density
ARCCFRAEERER BRCCFREEERRR BRIEHER
RETEEANERAE  EEHEEANERASR BRNEHEZE
On-halance Off-halance On-halance Off-halance

sheet sheet sheet sheet RWA
Exposure classes amount  amount  amount  amount RWA  density
RBEEER BEEE EESR EEEE EERE  ERME  ERNE
RAEE  RMEE RREE  ®NEE B HEEE
HK$'000  HK$'000  HK$'000  HKS'000  HK$'000 %
Tn Tn Tn Tn Tn BAl
1 Sovereign exposures EhBERRAE 3,932,708 - 5273486 - 60,509 1.15
2 PSE exposures NeBfmRAE 523,008 - 616253 - 1321 20.00
2a Of which: domestic PSEs =l v N AT 523,008 - 616,283 - 123,251 20.00
2 Of which: foreign PSEs e R ARER = - - _ - _
3 Multlateral development SEERENERAE
bank exposures 1,712,129 - 1121 - - 0.00
4 Bank exposures RORRAE 21,656,352 - 2721855 - 8854162 3897
5 Securties firm exposures EATm BB 785,221 - 1% - 39,6M 5000
6 Corporate exposures EERRAE 38,339,082 6,383,046 35591984 903353 30,875,508 84.60
7 CIS exposures £ x éﬁ BB AIE = - - - _ _
8 Cash items BeE 190,969 - 757,038 - 42,212 558
9 Exposures i respect of beﬁﬁ R
falled delivery on transactions  F/AE(TEIR HRA
enteredintoonabasisother  KEFTSHIERALE
than a delivery-versus-
payment basis = = = = = =
10 Regulatory retail exposures EETERRAR 5399441 19,955,399 5,381,747 22100 4,052,885 75.00
1 Residential mortgage loans EERIBET 12,554,968 - 12322785 - 4844778 3932
12 Other exposures which are TERBERAER
not past dug exposures AERAdE 5,553,529 - 5484909 - 5484909 100.00
13 Pastdue exposures AHERAE 89,003 - 89,003 - 105801 118.87
14 Significant exposures to HEEEEY
commercial entities ERERAE = = = = = =
15 Total E ) 90,736,410 26,343445 90,736,410 925453 54,836,626 59.82
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(N CREDIT RISK EXPOSURES BY ASSET CLASSES (n REEERNNIZERES
AND BY RISK WEIGHTS B2 015 AR BSARIE
As at 30 June 2017
R-B-tEXA=TA
HK$'000
ThR
(@ () (¢ (d (e () (g (h) (ha) i) ()
Totalcredit
risk exposures
amount
[post CCF and
Others  post CRM)
Fisk Weight BERERRE
BRiEE REL
Exposure cass VERRER
BRAEEH (i3 1% W ki) 1) 1% 100% 150% 2500 R FHitEAR)
1 Sweeeqosses  EAERERAR 487099 L 5273486
1 PSEepsues DEBiBRAE - 16253 1628
B Ofwhich domestcPSEs  E%: T4AE 16253 16253
b OfwhidufoePSEs A6 FERDREL - -
3 Mol deveoment  %EREBRAR
ek exposures 1712129 - - - 1712129
4 Barkewposues FBRAE = 355565 - 1% - DM
5 Seuiestimeosues  BABEEERE - - B - - - B
6 Copeteeposues  EEREEAE 057 - 1082766 - B - R
T OSeposues e - - - - - -
8 Cashitams FEy B0 108 T51(38
9 Eqosueshespetol  HERERTUM
feled deferyon FAEIARARN
tasacionsenteed KB OERAE
o onabesis cter
fana
delvenersuspayment
besis = =
10 ety el expostres mw@W‘ - - 5887 - - by
11 Resiertialmotgage oans Eﬂfzﬁ - 1284 683133 416281 - 103078
1 Otereqesuestichae 7 e
nipsstdeemoses  EfERA% h84%09 - 5484909
13 Pastdue exposues ﬁﬁﬁuim:ﬂ% BT %5 808
1 Sfateposesto  4EEERA
ommec enes  EXERAE
15 Total @t 120904 MG 125341 BB 606%0 3368561 33596 - 1661883
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B UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION FR&EFZH KSR

(J) ANALYSIS OF COUNTERPARTY DEFAULT RISK (J) FZAEZEEINEFHESTR
EXPOSURE BY APPROACH B 09 [ B AR A 0 AT
As at 30 June 2017
R-B—tFXA=tA
(a) (b) (c) (d) (e) (f)
Alpha (o)
used for
computing  Default risk
Replacement Effective  defaultrisk  exposure
cost (RC) PFE EPE  exposure after CRM RWA
BERE
ERER
BlEtE REHE
Bk EEBR  EANEE
AR ST KER BRM ERNE
EEfA  BREE  BRRE  AEN.  ERAE Lt
HK$'000  HKS$'000 HKS'000  HKS'000
TR Tin Thn THn
1 SACCRffor dervative contracts) ~ SACCRATEE (ST T RAH) = = - = =
a CEM RERAENE 640,929 408672 147 599,633 253636
2 IMM(CCR approach IMMICCRI3 &% - = > =
3 Simple Approach ffor SFTs) BRHAR 183,184 868,083
4 Comprehensive Approch for SFTs) 2% (K15 - -
5 VaR ffor SFTs) - _
6 Total &t 1,121,699
(K) CREDIT VALUATION ADJUSTMENT CAPITAL CHARGE (K) ERMEFZE(CVA)ERER
As at 30 June 2017
RZE-tFXA=1H
(a) (b)
EAD post CRM RWA
ERAEERRRIERE
RRHEEAEAD ERmERE
HK$'000 HK$'000
FiEn Fi#n
Netting sets for which CVA capital charge is B =& CVA 77/A5tE CVA
calculated by the advanced CVAmethod ~ BARKEFEEAL = =
1 (i) VaR (after application of multiplication () BR(E ((EFIZEEE
factor if applicable) (@R &) -
2 (i) Stressed VaR (after application of (i) 52 PR B (P2
multiplication factor if applicable) RE (mER) %) -
3 Netting sets for which CVA capital EREECVAR AT
charge is calculated by the CVABAERIFE
standardized CVA method FTERA 599,633 131,387
4 Total @t 599,633 131,387
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION ZEBZEHERMBER N

(L) COUNTERPARTY DEFAULT RISK EXPOSURES (L) REEENNZREARESES

BY ASSET CLASS AND BY RISK WEIGHTS WY F 77 2 B R A LB R IR
As at 30 June 2017
RZZ-tEXA=1H
HK$'000
THEx
(@ (b)) (c) f(ca) (d (e () (g) (ga) (h) (i)
Totaldefaut
rsk exposure
Others ~ after CRM
BARE
Fisk Weight ERERRE
BhEE BELAY
Exposure cass fgagh
BRRER t L1 W 3% 5tk T 7 N S i UERAE

I Sweeipepwes  EFEEEREE
1 PSEeqosues DEEUBRAE
% Ofwhioh: domestoPSEs £ Jf R8N
B OfwhicnfoePSEs R SER
3 Mol devehooment ~ Z85EHG

bark exposes BRiz

4 Bankexposures SfiERAE = - R - 118 - B - - - %66
b Seurtesfmeqosues  EERSERAZ - - B - 185 - - - 1100379
6 Copoeeeposwes  HERRAE - - - N1 1230688 - - - B
T (Sepsues ERREIERRAE - - - - . - - - - -
8 Rogultoryrtel exposures EESEERAZ - - = 5 - W% - - _ -
9 Resiental morgegelomns FERRER = = = - - - - - _ _ _

10 Oereposueswhthae TERSERAEH

nipsstdeemosies  EfEREE S - - - - - e ) ) T
1 Syfierteposuesto  4EFERAER

ommecdenfes  BBAE

12 Total st = - W - % B w8 - - - 243818
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(M) COMPOSITION OF COLLATERAL FOR

(M) fER%FHESREENEBREA

COUNTERPARTY DEFAULT RISK EXPOSURES ERIEFRAR
As at 30 June 2017
R=Z-tEXR=1H
HKS000
Thn
(a) (b) (c) (d) (e) (f
Derivative contracts SFTs
fETRAH FERERS
Fair value of recognized Fair value of posted Fair value of

collateral received collateral recognized  Fair value
KENRTERR RUKERR collateral ~ of posted
KATER WATERE received  collateral
Segregated Unsegregated  Segregated Unsegregated KBMIRWERR  RENESR
ARK FARH ARK FARN  NATEE  HATERE
Cash - domestic currency Re-TEH 59,043 - - - - -
Cash - other currencies Re-Ebg% 326,371 - - - 10229131 -
Domestic sovereign debt eI = = = = - -
Other sovereign debt AfhElE = - - - - -
Government agency debt BfiERS = - - - - -
Corporate bonds EEES - - - _ _ _
Equity securities HigEs 45,987 = = = = -
Other collateral ARG - - - - - -
Total &t 431401 - - - 10229131 -

(N) MARKET RISK UNDER STM APPROACH

(N) FZESTMETEZET SRR

Outright product exposures
1 Interest rate exposures
(general and specific risk)
Equity exposures (general and specific risk)
Foreign exchange (including gold) exposures
Commodity exposures
Option exposures
Simplified approach
Delta-plus approach
Other approach
Securitization exposures

B~ w N

00 ~J O o1

9  Total
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As at 30 June 2017
R=Z—-t&XA=1H
HK$'000
TR
(a)
RWA
ERMESE
BREmRRAE
FlEEREE (— R R RR)
24,750
RRER R (—R T RR) -
SMNE (BfEES) BIBAE 42125
P mERRE -
HRRER P
kEtEE -
BRERMTEE -
Hibst &% -
BHERIR A -
Mgt 66,875
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION ZEBZEHERMBER N

(0O) OVERDUE AND RESCHEDULED ASSETS (0) BBRKELAEE
(i)  Overdue advances to customers (i) BHEFEXR
As at
30 June 2017 31 December 2016
RZB-tFXA=1H RZE-R"EtZA=1-H

% of total % of total

HK$'000 advances HK$'000 advances

HEFREE 561

TiEx 2B FEr ZER

Gross advances to customers REEF#EE A%
which have been overdue S 5RH :

with respect to either
principal or interest
for periods of:
- 6 months or less but S EETAN
over 3 months H=AAKL 1367 0.03 10,039 0.02
-1 year or less but over -—EFT
6 months HEAEARE 19,209 0.04 93,349 021
- Over 1 year ——FH)E 143,485 0.32 82,392 019
176,365 0.39 185,780 042
Covered portion of overdue ~ BEEERERH
loans and advances BERSH 15,961 5729
Current market value of SRBEERERY
collateral held againstthe ~ AERBAFEEL
covered portion of overdue  ERRGEIHE
loans and advances 31,246 15,500
Uncovered portion of overdue BEREE R &8
loans and advances SERGH 160,404 180,051
Indivicually assessed HenEA=EA
impaiment allowances ZEA{E2 B
in respect of advances TEAERE
overdue for more
than three months 136,748 124,573
Collateral held with respect to overdue loans EHBEERERmMEEZ
and advances are mainly residential properties, KL EEAEEDE  F
residential car parking space and commercial EEMREEDE -
property.
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(O) OVERDUE AND RESCHEDULED ASSETS (0) BHIRKEEHEE &)
(CONTINUED)
(ii) Rescheduled advances to customers (i) EEEBERPNEFER

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:

EEERHNERREFE
RIMBRERERAMER=
18 A 19 4 7] £& 3% & & 55
BR o AT

As at
30 June 2017 31 December 2016
R=Z-t§XA=tA RWZE—RE+ZA=1-H
% of gross % of gross
advances advances
HK$'000 HEREE HK$'000 15 *Ki@%ﬁ
FEx 2B TiEn B
Rescheduled advances BRSNS
to customers RFER 9517 0.02 20,012 0.05
(P) GEOGRAPHICAL ANALYSIS OF GROSS LOANS (P) RESHTNWEFERRER
AND ADVANCES TO CUSTOMERS #azE
As at 30 June 2017

Hong Kong
Other

78  Fubon Bank
B ART

R-Z—+tFXA=tA
Impaired Individually
Gross Overdue loans  assessed
loansand  loans and (individually impairment

advances  advances determined) allowances
BRE BEHER REER fEBIFEA,
EXeE REXR  (EREE) HERE
HK$'000 HK$'000 HK$'000 HK$'000

Tigr Ti#gn TiER Tigr

553 41,142,384 117,824 165,229 88,049
Hitit2 4,079,692 58,541 58,541 57,144
45,222,076 176,365 223,770 145,193
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(P) GEOGRAPHICAL ANALYSIS OF GROSS (P) RUEBIMHNEFERREN
LOANS AND ADVANCES TO CUSTOMERS EE ()
(CONTINUED)

As at 31 December 2016

RZZE—~F+TZA=1+—H
Impaired  Individually
Gross Overdue loans assessed
loans and loansand  (individually  impairment
advances advances determined)  allowances
ARk  BRBER REER TERIEHE
EnEE RER  (EREE) RERE
HK$'000 HK$'000 HK$'000 HK$'000
T AT THT AT

Hong Kong B8 41,047,452 136,050 276,802 106,074
Other Hitm 2,630,145 49,730 57,480 43,845

43,577,597 186,780 334,282 149,919

The above geographical analysis is classified by the A HE[E D AT IR R A FRTEHE » 4%
location of the borrowers after taking into account the HERBREBREMIAD . —KMm
transfer of risk. In general, risk transfer applies when T BERRERAMEEET
a loan is guaranteed by a party situated in an area SHEFFRE - BRBEREER
different from the counterparty. Only geographical ARFTEME - REMBEFERK
segments constituting 10% or more of the gross loans BERAEEE10% 3 LA EH @ A & (E
and advances to customers are disclosed. H%5E o

The collective impairment allowance is not allocated to LA EREY E SR T =
any geographical segment. DER o
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(Q) NON-BANK MAINLAND EXPOSURES (Q) HERAMIERTEZRE
The analysis of non-bank Mainland exposures includes FRIRHIERITEZERIZSER
the exposure of the Bank and certain of its subsidiaries MEEEATREETHEB QR
on the basis agreed with the HKMA. [ DAT ©
30 June 2017
RZZ-tEXA=1H
On-balance Off-balance
sheet exposure sheet exposures Total
EEEERRA EEAERM
ZBR ZER B
HK$'000 HK$'000 HK$'000
TAR TET TER

Central government, central RRERT - PRBIHES 2
government-owned entities ERURENBAR

and their subsidiaries and REEDA

joint ventures (JVs) 8,556,705 105,055 8,661,760
Local governments, local B - ABRES 2

government-owned entities ERURENBAR

and their subsidiaries and JVs kA7 1,704,194 74,038 1,778,232
Companies incorporated in and ~ FAF B ARk iz 2 AR K

PRC nationals residing in BEERTEIRRERR

Mainland China 4,731,543 163,161 4,894,704

Companies incorporated outside PR EZ{EEFRTE N2
and PRC nationals residing B ASMD B s AR L
outside Mainland China where 2 A AR EFRERBHE
the credit is granted foruse in -~ ZHFEAR

Mainland China 2,245,526 111,105 2,356,631
Other counterparties where the  A{TRAAEER ATEIRH,
exposures to whom are FRTEZRR

considered by the Bank tobe ~ ZEMRFHF
non-bank Mainland China

exposures - - -
Total ot 17,237,968 453,359 17,691,327
Total assets after provision BEAENBER) 96,409,475

On-balance sheet exposures ~ EEEEXRR 2R
as percentage of total assets ~ BESEZ AL, 17.88%
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(Q) NON-BANK MAINLAND EXPOSURES (Q) HEAMIERTEZRREF)
(CONTINUED)

31 December 2016
RZE—r"E+-A=1—H

On-balance Off-balance
sheet exposure  sheet exposures Total
BEAERA BEAERI
ZER BB k]
HK$'000 HK$'000 HK$'000
TR T THT
Central government, central ~ RRKFF - HAKFHEEZ
government-owned entities ERUREKBAR
and their subsidiaries and REEDT
joint ventures (JVs) 6,128,376 62,500 6,190,876
Local governments, local AR  wABNEE 2
government-owned entities ERAREMEAR
and their subsidiaries and Vs~ RAEDE] 1,286,061 73,077 1,359,138

Companies incorporated in IR ER K2 AR R

and PRC nationals residing EERTEARZ FEAR

in Mainland China 2,185,954 123,681 2,309,635
Companies incorporated outside Rz EERRFERMZ

and PRC nationals residing FERAIMD B AL

outside Mainland China where 2 AR REENEREE

the credit is granted for use ZHRERR

in Mainland China 2,594,178 120,801 2,714,979
Other counterparties where the  A{TRAAEER ATEIRH,
exposures to whom are ERTEZBER

considered by the Bank tobe ~ ZEMRFHF
non-bank Mainland China

exposures = = =
Total “m 12,194,569 380,059 12,574,628
Total assets after provision BEAENBER) 94,294,107

On-balance sheet exposures as  EEBERAZERIL
percentage of total assets BELEZANY 12.93%
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(R)

CURRENCY CONCENTRATION

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

foreign currencies:

Equivalent in
HKS$ million
BERTEE

Spot assets

Spot liabilities
Forward purchase
Forward sales

Net option position

Net long position

Net structural position

Equivalent in
HK$ million
BEBTSE

Spot assets

Spot liabilities
Forward purchase
Forward sales

Net option position

Net long/(short) position

Net structural position

REAR
EHEA
BHEH
BREBEE

REFE
EEMRRFE

REAR
EHEA
BAEH
BEEREE

®/(R)BEE
RELEETER

(R) INEEHRE
R B A Bl ONE B F 5 A BSOS
B R RE G EINE SR AT
RAEBMER R BFEEMN10% KA
£ BB -
As at 30 June 2017
R=B—-tFXA=1H
Other Total
Us Chinese foreign foreign
dollars renminbi  currencies  currencies
EH N Hishg M
33,784 3,121 11,091 47,996
(23,077) (3,035) (11,023) (37,135)
10,358 2,437 3,611 16,406
(20,928) (2,486) (3,676) (27,090)
137 37 3 177
- 1,399 - 1,399

As at 31 December 2016
RZE—"F+=A=+—-H

Other Total

us Chinese foreign foreign
dollars renminbi  currencies  currencies
=S ARE HApoNg INE 85
31,656 2,840 10,650 45,146
(20,774) (2,782) (10,661) (34,217)
7,571 2,218 3,032 12,821
(18,376) (2,239) (3,023) (23,638)
77 37 (2) 112

- 1,399 - 1,399

The net option position is calculated on the basis of
the delta-weighted position of options contracts. The
structural position represents the Bank's investments

in an overseas associate.
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(S) INTERNATIONAL CLAIMS (S) EIpRfERE
The Group's country risk exposures in the tables BIRIRITHE (HKER) HB - AT EAR
below are prepared in according to the location SEZERRBRON - HRRBEE
and types of the counterparties as defined by BEBBRERAYNZRSEFAIME
the HKMA under the Banking (Disclosure) Rules. RFERSE - R EEREEE
International claims are on-balance sheet exposures BERANRRAE RS54 F
to counterparties based on the location of the FERRSHEEL D ELE R
counterparties after taking into account the transfer of EREEEEEMEE  HANE
risk, and represent the sum of cross-border claims in YRR B ¥ 2 R ERE K AN 2 Hh
all currencies and local claims in foreign currencies. W (B o
International claims attributable to individual countries &5 B R ki [ B 51 & BB %12
or areas not less than 10% of the Group's total MAREEBREEEERBEBTIDR10%
international claims, after recognised risk transfer, are 2 BIR BRI ¢
shown as follows:
As at 30 June 2017
RZB—tFXA=1H
Non-
Non-bank  Financial
Official  financial Private
Figures in HK$ million Banks sector institution Sector Total
FE8RIT kR
FFUBERTES 8§17 EAKE SREE FARE Eak ]
Counterparty country/ RGHFHER
jurisdiction AR
Developed countries BEER 12,344 18 87 280 12,729
Offshore centres BEERD 726 - 3,380 11,463 15,569
- of which: Hong Kong —HA: FE 333 - 3141 10,213 13,687
Developing Asia and Pacific  ZE #2571
ATHHE 12,627 313 1,894 7884 22718
- of which: China —He B 9,667 313 1,894 7,185 19,059
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84

(S) INTERNATIONAL CLAIMS (CONTINUED)

(S)

B P 4 (4T

As at 31 December 2016

R-F-A#+=A=+—H
Non-
Non-bank Financial
Official financial Private
Figures in HK$ million Banks sector  institution Sector Total
FERAT Ela
EEAVET Ny Eiigh) BHKRE SRR AR s
Counterparty country/ RFEFHER,/
jurisdiction AR
Developed countries BEER 12,671 18 223 27 12,939
Offshores centres BRI 1,714 - 2,118 9,000 12,832
- of which: Hong Kong —Heh: B 907 - 2,001 7,888 10,796
Developing Asia and Pacific 2 & #9570
AEFHR 14,882 328 1,488 5,362 22,060
~ of which: China —Hf 10,821 328 1,488 4,806 17,443
(T) REPOSSESSED ASSETS AND ASSETS (T)

ACQUIRED UNDER LENDING AGREEMENTS

The total repossessed assets and assets acquired
under lending agreements of the Group as at 30 June
2017 amounted to HK$9,150,000 (31 December 2016:
HK$8,700,000).

Fubon Bank
B ART

BEEERREREEDGERS
BE

R=ZZF—tFAA=1+H " x5E
2 W el B E RIRBIE B RS
EE#2{H759,150,000/8 7T (ZE—7X
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HEAD OFFICE

Fubon Bank Building

38 Des Voeux Road Central

Hong Kong

Tel :(852) 2842 6222

Fax : (852) 2810 1483

Website : www.fubonbank.com.hk

PRINCIPAL SUBSIDIARIES

Fubon Credit (Hong Kong) Limited
Tel : (852) 2806 7228

FB Securities (Hong Kong) Limited
Tel : (852) 3767 6067

FB Investment Management Limited
Tel : (852) 2842 6222

Fubon Insurance Brokers Limited
Tel : (852) 2842 6237

Fubon Nominees (Hong Kong) Limited

Tel : (852) 3767 6067

BRANCHES
Hong Kong

Central Main Branch*
Causeway Bay*

Chai Wan

Queen’s Road East 3,/
Sheung Wan

North Point

Taikoo Shing

Wan Chai

Western District ...

Fubon Bank
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BANK NETWORK
RITHA

KOWLOON

Kowloon Main Branch @,
Cheung Sha Wan

Hung Hom*

Jordan

Kwun Tong

Mei Foo*

Mong Kok

Richland Gardens

Tsim Sha Tsui*

NEW TERRITORIES

Sha Tin .../

Tai Po

Tsuen Wan*

Tuen Mun

Yuen Long*

Branches Tel: (852) 2566 8181

* With Ambassador Banking Counter

SECURITIES SERVICES CENTRES

Tsuen Wan
Tel : (852) 2842 1628

Yuen Long
Tel : (852) 2842 7558

CREDIT CARD CENTRE

Tel : (852) 2566 8181

Fubon Bank
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MEMBERS OF FUBON FINANCIAL HOLDINGS

Fubon Financial Holding Co., Ltd.
237 Section 1 Jianguo S Road,
Taipei, Taiwan

Tel : (8862) 6636 6636
www.fubon.com

Fubon Life Insurance Co., Ltd.
108 Section 1 Dunhua S Road,
Taipei, Taiwan

Tel : (8862) 8771 6699
www.fubon.com

Taipei Fubon Commercial Bank Co., Ltd.
169 Section 4 Ren Ai Road,

Taipei, Taiwan

Tel : (8862) 2771 6699

www.fubon.com

Fubon Bank (Hong Kong) Limited
38 Des Voeux Road Central,

Hong Kong

Tel : (852) 2842 6222
www.fubonbank.com.hk

Fubon Bank (China) Co., Ltd.

1-3F, 5F, 18-20F, Oriental Financial Plaza,
Tower A, 1168 Century Avenue,

Pudong, Shanghai, P.R.C.

Tel : (8621) 2061 9888
www.fubonchina.com

Fubon Insurance Co., Ltd.
237 Section 1 Jianguo S Road,
Taipei, Taiwan

Tel : (8862) 2706 7890
www.fubon.com

Fubon Securities Co., Ltd.
169 Section 4 Ren Ai Road,
Taipei, Taiwan

Tel : (8862) 8771 6888
www.fubon.com
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MEMBERS OF FUBON FINANCIAL HOLDINGS
EREERE

Fubon Securities Investment Services Co., Ltd.

108 Section 1 Dunhua S Road,
Taipei, Taiwan

Tel : (8862) 2781 5995
www.fubon.com

Fubon Futures Co., Ltd.
3/F, 9 Xiangyang Road,
Taipei, Taiwan

Tel : (8862) 2388 2626
www.fubon.com

Fubon Asset Management Co., Ltd.
108 Section 1 Dunhua S Road,
Taipei, Taiwan

Tel : (8862) 8771 6688
www.fubon.com

Fubon Direct Marketing Consulting Co., Ltd.
17/F, 9 Xiangyang Road,

Taipei, Taiwan

Tel : (8862) 2370 5199

www.fubon.com

Fubon Financial Holding Venture Capital Corp.

108 Section 1 Dunhua S Road,
Taipei, Taiwan

Tel : (8862) 6606 9088
www.fubon.com

Fubon Sports & Entertainment Co., Ltd.
108 Section 1 Dunhua S Road,

Taipei, Taiwan

Tel : (8862) 6606 9088

www.fubon.com

Fubon AMC Co., Ltd.

50 Section 2 Zhongshan N Road,
Taipei, Taiwan

Tel : (8862) 6618 0588
www.fubon.com
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