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Fubon Bank (Hong Kong) Limited (“Fubon Bank”) is a
wholly owned subsidiary of Fubon Financial Holding Co.,
Ltd. (“Fubon Financial Holdings"”), one of the largest
financial holding companies in Taiwan. Fubon Financial
Holdings is now the only Taiwanese financial institution
with banking subsidiaries in China, Taiwan and Hong Kong.
Fubon Bank operates 22 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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REVIEW OF 2018 INTERIM PERFORMANCE

— B\ R A

Fubon Bank (Hong Kong) Limited (“the Bank"”) and
its subsidiaries (“the Group"”) reported a net profit
of HK$500 million for the first six months ended 30
June 2018, representing an increase of 60% over the
corresponding period in 2017. Return on average equity
increased from 5.36% to 7.18% and return on average
assets increased from 0.65% to 1.00%.

Net interest income rose 13% to HK$673 million,
mostly driven by the improvement in net interest
margin by 13 basis points year-on-year to 1.55%.
Starting from late 2017, HIBOR increased at an
accelerated pace and resulted in higher asset yield
upon repricing. Cost of funds also moved up but to a
lesser degree. In addition, the corporate loan portfolio
expanded and contributed to the growth of interest-
earning assets.

Non-interest income improved by 21% to HK$201 million.
Securities brokerage and investment services income
recorded an encouraging growth of 48%, underpinned by
the increase in turnover of the stock market. Trade finance
services and credit related services income achieved 70%
and 21% growth respectively, in line with the expansion
of the corporate banking business. Insurance services
income, however, declined by 22% as market sentiment
became less favourable to life insurance products.

Operating expenses stayed at a similar level to last
year and totalled HK$469 million. With a higher
operating income, cost-to-income ratio dropped to
53.7%. The Group has exercised effective cost control
measures, while maintaining sufficient investment in
the development of innovative information technology
in the face of the emerging FinTech era.

Total impairment losses amounted to HK$21 million,
composed of a HK$25 million charge on loans and
advances and a HK$4 million write-back on other items.
Overall asset quality remained sound. The impaired
loan ratio was 0.53% as of 30 June 2018. Effective
from 1 January 2018, the new expected credit loss
model in Hong Kong Financial Reporting Standard 9
has replaced the incurred loss model in Hong Kong
Accounting Standard 39 for the measurement of
impairment losses of the Group.

Fubon Bank & FBR1T
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REVIEW OF 2018 INTERIM PERFORMANCE

The Group's share of profits from Xiamen Bank Co.,
Ltd (“Xiamen Bank") dropped 1% to HK$126 million in
the first half of 2018. In June 2018, the Bank acquired
approximately 99 million ordinary shares of Xiamen Bank
at a price of RMB4.80 per share. The Bank’s shareholding
in Xiamen Bank increased to 19.95% upon completion
of the transaction. The Bank estimated that Xiamen
Bank's fair value per share was about RMB5.49 as of the
completion date and the Bank recognized a gain on bargain
purchase of HK$81 million, which represented the excess
of Xiamen Bank'’s fair value over purchase consideration
on the acquired shares.

The Group's total assets rose HK$4 billion, or 4%, to
HK$103 billion as of 30 June 2018. Gross advances to
customers were maintained at HK$48 billion, almost the
same level as 2017 year-end. Customer deposits attained
a 7% growth to HK$66 billion. Taking into account the
trade bills and certificates of deposit issued by the Bank,
the loan-to-deposit ratio declined from 73.2% at 31
December 2017 to 68.6% at 30 June 2018.

The Group's capital and liquidity position remained strong
and healthy. As of 30 June 2018, the Group’s common
equity tier 1 capital ratio, tier 1 capital ratio and total capital
ratio were 12.45%, 14.82% and 18.56% respectively.
The average liquidity maintenance ratio also stood at a
comfortable level of 51.36%.

We believe that global economic conditions and the overall
banking environment will remain challenging and volatile
this year. The China-US trade war, the deleveraging efforts
in Mainland China and the Fed's indication of a step up in
the pace of interest rate hikes have weakened economic
growth and investment sentiment. While staying focused
on the market developments, we will continue to enhance
our controls, improve our efficiency and strengthen our
service delivery capabilities to maintain a strong growth
momentum. New technologies and the pace of innovation
are reshaping the financial industry. In view of this, we will
continue to make significant investments in upgrading our
banking systems and enhancing our digital capabilities.
We remain committed to investing resources in our core
businesses and improving the range and quality of our
banking products and services for both retail and corporate
customers. We are committed to provide our customers
with the exceptional and unique “Fubon Experience”.

Fubon Bank & R1T
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FREZERERCREER)

For the six months ended 30 June 2018 &ZE =T — /\FA=+HILZ/~EA

Interest income
Interest expense

Net interest income

Fee and commission income
Fee and commission expense

Net fee and commission income

Other operating income

Operating income
Operating expenses

Operating profit before gains and
impairment losses

Impairment losses on advances to
customers

Write back of impairment losses on
financial assets

Write back of/(charge for) impairment
losses on other financial assets
measured at amortised cost

Write back of impairment losses on
assets acquired under lending
agreements

Impairment losses on available-for-sale
financial assets

Impairment losses

Share of profits of an associate

Gain on bargain purchase

Dilution loss arising from
investment in an associate

Net losses on disposal of
fixed assets

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

Fubon Bank & FBR1T
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Note
Mzt

5(a)
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For the six months ended

30 June 2018

30 June 2017

BE-Z-N\F HE-Z—+F
ARA=tHLE NA=THLE
28R ZNEA
HK$'000 HK$'000
FET TR
1,246,365 1,053,009
(573,557) (458,532)
672,808 594,477
220,968 214,137
(55,603) (48,209)
165,365 165,928
35,637 277
873,810 760,682
(469,490) (468,826)
404,320 291,856
(25,115) (23,974)
777 =
2,120 (6,270)
1,100 450
- (849)
(21,118) (30,643)
126,392 127,618
81,369 =
- (17,969)
(38) (9)

- 1,097
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FarHEBERCREER)

For the six months ended 30 June 2018 HE—Z— \F/XA=+H1L Z/~EA

For the six months ended
30 June 2018 30 June 2017
BE-Z—N\F HE-Z—+F

ANA=t+HL ANA=t+ALE
ZNEA Z~fEA
Note HK$'000 HK$'000
HizF FHT FH#T
Profit before taxation BB AT s F 590,925 371,950
Taxation Fi1E 9 (90,681) (60,189)
Profit for the period MR 500,244 311,761
Other comprehensive income HRH B mEkE
for the period, net of tax: (BRBE42):
Items that will not be reclassified to BTrEeEFLEE
profit or loss: B 2IER -
Premises: net movement in M MEEEEE
premises revaluation reserve s bo) 17,864 5,725
Equity securities designated at fair EEUAFEER
value through other comprehensive Hitb2EUaESat
income: net movement in 2BIZRAFES
investment revaluation reserve REEMEE
(non-recycling) FEBGEER) 10 152,732 =
170,596 5,725
Items that may be reclassified AR ENDER
subsequently to profit or loss: B 2BEE
Debt securities designated at fair EEUAFEER
value through other comprehensive H 2w
income: net movement in 227 EBES
investment revaluation reserve REBMFERF
(recycling) ZE(ER) 10 62,900 =
Available-for-sale financial assets: AL ESRMEE
net movement in investment REEGFEETF
revaluation reserve e 10 - 307,806
Exchange differences on BN RIIMNE R
translation of an associate BEEE (68,585) 71,085
(5,685) 378,891
Total comprehensive income HAZHEREARE
for the period 665,155 696,377

The notes on pages 13 to 67 form part of these financial — FHRF13E67H 2 AL SRR 2 —FD -
statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED)
mE BRI R (REFR)

As at 30 June 2018 R—Z—/\&FEA=1+H

As at
30 June 1 January 31 December
2018 2018 2017
R=ZB-N\F RZZ—N\F RZZ—tF
AA=tH —A—B +=ZRA=+-H
Note HK$°000 HK$'000 HK$'000
Mzt TR FHET FHT
ASSETS BE
Cash and short-term funds RekEHES 11 4,245,673 5,133,534 5,133,534
Balances with banks and RITAEREMER
other financial institutions s 2,260,576 555,307 558,348
Trading assets BERSHBEE 1,996,268 1,846,823 1,846,823
Derivative financial instruments TEEmTA 13(b) 979,093 705,165 705,165
Advances to customers less EFEEHRAERE
impairment allowances 14 47,752,860 47,668,418 47,683,317
Trade bills EEZE 728,996 879,838 880,255
Accrued interest and other assets  fEHFI S REMEE 1,607,016 1,436,269 1,436,269
Debt securities measured at DABE SRR AR & 2
amortised cost ERES 35,079,801 33,005,143 -
Equity securities designated at EEADFEER
fair value through other Hin2EWREEZ
comprehensive income BAESH 722,706 544,409 -
Available-for-sale financial assets HEESRERE - - 32,243,660
Held-to-maturity investments BRI E - - 1,561,796
Interests in associates RERE DR 2 e 3,135,447 2,390,675 2,390,809
Fixed assets BEEEE 15 4,069,314 4,100,320 4,100,320
Assets held for sale BEHEZEE 16 44,267 43,900 43,900
Deferred tax assets EEHELE 1" 9 6
Total assets BERE 102,622,028 98,309,810 98,484,202
LIABILITIES afE
Deposits and balances of banks and  $/TA% R E &R
other financial institutions BBz R R &S 17 10,626,905 11,207,295 11,207,295
Deposits from customers BERER 18 66,348,911 62,067,793 62,067,793
Trading liabilities RHGEETZBE 1,996,268 1,846,819 1,846,819
Certificates of deposit issued BER#ITERE 4,602,197 3,311,457 3,311,457
Debt securities issued BRTEEES 23,267 1,179,009 1,179,009
Derivative financial instruments TESRMIA 13(b) 154,023 228,216 228,216
Other liabilities HimEE 1,800,903 2,084,571 2,074,503
Liabilities associated with assets BFHEBEZHEAE
held for sale 16 13 - -
Deferred tax liabilities EEHBAR 661,656 612,924 643,338
Subordinated notes issued BETRESZER 19 1,565,204 1,657,472 1,657,472
Total liabilities AWz 87,779,347 84,095,556 84,115,902
Fubon Bank & FBR1T Interim Financial Statements 20184E &1 BB 753 %



CONSOLIDATED STATEMENT OF FINANCIAL POSITION (UNAUDITED)
RE BN T CREER)

As at 30 June 2018 R—ZE—\FXA=1+H

As at
30 June 1 January 31 December
2018 2018 2017
R-Z-N\F RZZ—N\F RZT—tF
AA=+H —A—B +ZR=+-—-H
Note HK$'000 HK$'000 HK$'000
(o3 FTER FAET FHT
EQUITY i 33

Share capital & 4,830,448 4,830,448 4,830,448
Reserves & 20 8,504,436 7,876,009 8,030,055

Total equity attributable to AR IR
shareholders of the Bank 13,334,884 12,706,457 12,860,503
Additional equity instruments FEINRAT B 21 1,507,797 1,507,797 1,507,797
Total equity - Eng okl 14,842,681 14,214,254 14,368,300
Total equity and liabilities S e =levit 102,622,028 98,309,810 98,484,202

Approved and authorised for issue by the Board of KERGR-_ZT—/\FN\AT+HARBREER

Directors on 14 August 2018. 5 ©
Ming-Chung (Daniel) TSAI Robert James KENRICK Raymond Wing Hung LEE
ZHB HEs Z=XR
Director Director Director
E E3 BE
The notes on pages 13 to 67 form part of these financial HNE13ETEZWFALEFU BT —5H -
statements.
Fubon Bank & FBR1T Interim Financial Statements 20184E &1 BB 753 %
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
RERRBBRER(CREER)

For the six months ended 30 June 2018 &ZE =T — /\FA=+HILZ/~EA

Investment  Premises Foreign
Share  Regulatory revaluation revaluation  exchange  Retained Total
capital reserve reserve reserve reserve  earnings equity
RESH  YEER  HEME
[y 1 1 G REET  EaaE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TERT TAT TEL TEL TAL TAL TA

At 1 January 2017 RZZ—+F-A—H 4830448 527,417 46,656 2,295,786  (180,829) 3,853,156 11,372,634
Total comprehensive income BR2ANGER
for the period - - 307,806 5,725 71,085 311,761 696,377
— Profit for the period — R - = = = - 3nger 311,761
- Other comprehensive income, —E 12 Ea -
of which: HpfE:
- Avallable-for-sale financial —AfELESRE
assets: net movement in E:REsR
investment revaluation L)
reserve - - 307,806 - - - 307,806
- Premises: net movement W% - MEER
in premises revaluation Ry
reserve - - - 5,725 - - 5,725
- Exchange differences on —BERENMERE
translation of an associte BEER = = = - 71,08 - 708
Dilution on an associate Sﬁ%’&"lﬁ’]fﬁﬁ = - - (2,442) - 2,442 -
Transfer (to)/from retained HH(Z)/ARBER
earings - (49,914) - (35,469) - 85,383 -
At 30 June 2017 RZZ—+FXA=TH 4830448 477,503 354,462 2,263,600  (109,744) 4,252,742 12,089,011

The notes on pages 13 to 67 form part of these financial BI13E67TH M AL EHEREY — 2D o
statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)
FEREEHRER(REER)

For the six months ended 30 June 2018 BEZ=ZF— \F XA =1+HILZ/~EA

Investment Investment

revaluation revaluation  Premises  Foreign Additional
Share Regulatory reserve(non-  reserve revaluation exchange  Retained equity Total
capital  reserve recycling) (recycling)  reserve  reserve  earnings Total instruments  equity
REEf  REEf
i BF  DEER JBER B
R iERE  (HER) (&%) & B REE &t I8 EEEE
HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS'000
ThR T T Thn T Thn T TR Thn T
At 31 December 2017 RE-tF+2R
=t-R 4830448 499,093 - 446556 2,556,112 (9,637) 4537931 12,860503 1,507,797 14,368,300
Opening balance adjustments  R&stHxEHME
arising from change in R
accounting policy - - 332998 (515,057 - - 28,013 (154,046) - (154,046)
At 1 January 2018 RoE-NE-A-8 4830448 499,093 332998 (68501) 2,556,112 (9,637) 4565944 12,706457 1,507,797 14,214,254
Total comprehensive BheEhELE
income for the period - - 152,732 62,900 17864  (68,585) 500,244 665,155 - 665155
- Profitfor the period ~HnEs - - - - - - S0024 50024 - soam
- Other comprehensive ~EREkE
income, of which: Hhak:
- Premises: net -0 NEER
movement in RiE5EY
premises
revaluation reserve - - - - Tnsed - - e - g
- Equity securties -RENATEE
designated at REBZE
FVOCI: net aHEva
movement in s :
investment REERER
revaluation reserve 329 - - 1273 - - - - 1 - 1R
- Debt securities -RENATEE
designated at REBZE
FVOCI: net aHEva
movement in B
investment REERER
revaluation reserve 589 - - - 6290 - - - G230 - G250
- Exchange differences -BELNTNE
on translation of $F8E
an associate 18 - - - - - (68,585 - (68,58%) - (68,58)
Transfer {to)from 25(3)/8RBEH
retained eamings - 3060 - - (2% - 121% - - -
Dividend payment for AEIRATA
additional equity HHRE
instruments - - - - - - (36728)  (36,728) - (36,728)
At30 June 2018 RoE-NERA=TE 4830448 529733 485,730 (5,601) 2531181 (18.222) 5041615 13334884 1,507,797 14,842,681

The notes on pages 13 to 67 form part of these financial
statements.
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT (UNAUDITED)
ARG ERERBR(REFRK)

For the six months ended 30 June 2018 &ZE =T — /\FA=+HILZ/~EA

For the For the
six months ended six months ended
30 June 2018 30 June 2017
BE-_Z-N\%F BE-Z—+F
ANA=1+H ~A=tH
Wz REA 1EZ <18 A
HK$'000 HK$'000
Fix FHT
Net cash generated from/(used in) s (FTA) 2
operations ReFE 1,802,380 (5,162,294)
Tax paid BAHE (4,568) =
Net cash generated from/(used in) REFEHELE(FFR)Z
operating activities REFHE 1,797,812 (5,162,294)
Net cash used in investing activities REEFHFACELTE (567,540) (53,250)
Net cash (used in)/generated from BEIH(AA) EEz
financing activities BeFHE (1,192,470) 21,081
Net increase/(decrease) in cash and BeRALEEYEM
cash equivalents (R2) B8 37,802 (5,194,463)
Cash and cash equivalents as at R—B—BzBEER
1 January ReZEY 7,206,165 10,624,116
Cash and cash equivalents as at 30 June RAA=+HEZESER
ReZEY 7,243,967 5,429,653
Cash flows from operating activities RETFHELEZRERE
include: aE
Interest received BIHE 1,236,536 1,013,810
Interest paid B8 (544,922) (408,276)
Dividends received BEYARE 7,952 6,203
Analysis of cash and cash equivalents: REeRBLE@YW22I
Cash and short term funds (Note 11) WeMEES (Mat11) 4,245,673 3,987,362
Treasury bills B & %
- Trading assets BERXGABREE 1,996,268 1,997,396
- Debt securities measured at amortised cost  —bABESERR A E 2
EES 3,291,966 =
- Available-for-sale financial assets At ESREE - 2,514,629
Placements with banks and other RITRIZE R E M & RIS
financial institutions R 2,262,708 1,870,165
Amount shown in the consolidated statement 4 & BIFERR & BT R K08
of financial position 11,796,615 10,369,552
Less: Amount with an original maturity of o RANERA=1EA
over three months LA EROSREE (4,552,648) (4,939,899)
Cash and cash equivalents in RARERBERPH
the consolidated cash flow statement RERBEZEY 7,243,967 5,429,653

The notes on pages 13 to 67 form part of these financial F13E6TEZMTRUZHM KRR —HD °

statements.

Fubon Bank & FBR1T
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS
AEELPR B RRMEE

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 2018
to be Fubon Financial Holding Company Limited which
is incorporated in the Republic of China and operates
as a financial conglomerate.

These interim financial statements have 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
Hong Kong Institute of Certified Public Accountants.
They also contain 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 2017 which have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs").

The preparation of the interim financial statements
that conform 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 these 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 2017 except for the changes
in accounting policies on the adoption of HKFRS 9,
Financial Instruments. The impact of the adoption of
HKFRS 9 is explained in Note 2(a) below.

In all other respects the interim financial statements
has been prepared in accordance with the same
accounting policies adopted in the 2017 annual
financial statements, which have been prepared in
accordance with HKFRSs.
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ P BRERMEE

2.

BASIS OF PREPARATION (CONTINUED)

(a) Changes in accounting policies on the

adoption of HKFRS 9, Financial Instruments

HKFRS 9 replaces HKAS 39, Financial instruments:
recognition and measurement. It sets out the
requirements for recognising and measuring
financial assets, financial liabilities and some
contracts to buy or sell non-financial items. The
Group adopted HKFRS 9 with effect from 1 January
2018 and took advantage of the exemption in
paragraph 7.2.15 of HKFRS 9 from restating prior
periods. As such, the Group recognises cumulative
effect of the initial application of HKFRS 9 as an
adjustment to the opening balance of equity at
1 January 2018. Comparative information is not
restated and continues to be reported under HKAS
39. The following table gives a summary of the
opening balance adjustments recognised for each
line item in the consolidated statement of financial
position that has been impacted:

2. RAEEEH)

(a) RABFBHBRELRFIRHETR
2B EERES

BRUBREEDNFORMA BB G E
AIFEIREMT A - BRBRFTE - 7T
REREE SRHABRKINIEEIFA
FHERHNZERRFAERR - AREB
E-N\F-A-BERNBEFBRESE
AIFEOW - BRBEEBMBREERES
FE721RHRBABIIAMPER - B
It NEBEROIGEA TR B RESE
Ao REtE - (FRH_-_F—/\F
—A—RRESRVESZ BE - LBRER
BERBEEBEGEREIR2S - A
REEG| - TREPMEREFBARREZ AR
RRENTIEE MERNRVERAR

Opening
31 December balance 1 January
2017 adjustment 2018
—T—tF B9 —T-N\EF
+=ZA=+—8~ AR —A—H
HK$'000 HK$'000 HK$'000
FET FHET FHET
ASSETS BE
Balances with banks and RITREEE R E A
other financial institutions SREBLES 558,348 (3,041) 555,307
Advances to customers less  BFEFURRERE
impairment allowances 47,583,317 85,101 47,668,418
Trade bills [BEES S 880,255 (417) 879,838
Debt securities measured at ~ LAB SR A €2
amortised cost BEEEH - 33,005,143 33,005,143
Equity securities designated & AN FEER
at fair value through other Hip2mltEY
comprehensive income AN 5 - 544,409 544,409
Available-for-sale financial AHHESmEE
assets 32,243,660 (32,243,660) -
Held-to-maturity investments %2 E|HiE & 1,561,796 (1,561,796) -
Interests in associates REEAB 2R 2,390,809 (134) 2,390,675
Deferred tax assets ELERIBEE 6 3 9
LIABILITIES afs
Other liabilities HitEE 2,074,503 10,068 2,084,571
Deferred tax liabilities EERBEE 643,338 (30,414) 612,924
EQUITY i £:3
Reserves i 8,030,055 (154,046) 7,876,009

Fubon Bank & FBR1T
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS

BASIS OF PREPARATION (CONTINUED)

(a) Changes in accounting policies on the
adoption of HKFRS 9, Financial Instruments
(continued)

The following table summarises the impact of
transition to HKFRS 9 on retained earnings and
reserves and the related tax impact at 1 January
2018:

Retained earnings

Difference between provision of credit losses under
HKAS 39 and HKFRS 9 on financial assets
measured at amortised cost

Effect on the adoption of HKFRS 9 of
an associate
Tax related adjustments

Net increase in retained earnings

Investment revaluation reserve (recycling)
Transferred to investment revaluation reserve
(non-recycling) relating to equity securities
now measured at FVOCI
Reversal of revaluation gain due to
change in classification
Effect on the adoption of HKFRS 9
of an associate
Tax related adjustments

Net decrease in investment revaluation reserve
(recycling) at 1 January 2018

Investment revaluation reserve
(non-recycling)

Transferred from investment revaluation reserve
(recycling) relating to equity securities
now measured at FVOCI

Net increase in investment revaluation reserve
(non-recycling) at 1 January 2018

Fubon Bank & FBR1T
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2. RAEEEH)

(a) RABFBHBRELRFIRHETR
2B (F)

TREMEESE BN B IRE LA EH
H_F-\F-A-BZRBBNRHE
RIEMRBR HE

HK$'000
FHT
REEF
LA SRR AT 82 S RMEAER
BB EHERFE39R BEBH K
BEEAFESFBE T EEER
BBz =% 32,345
B N R BB B R SR
ELeLid 7 1,004
B AE (5,336)
(REHFFIE AN 28,013
REEHRHE(ER)
HEBEAATEERE M2 EME
AEZRABFBRERE S
HOERER) (332,998)
Pt {EERET 6
(216,671)
A RRM BB BREER
FOFHE (1,138)
B AE 35,750
R=F—\F—A—BRASMH
s (fAR)FRLD (515,057)
RESHGHE(EER)
PEEUATEBEREMEZE
st B2 RAZEHERERE
SihEE(ER) 332,998
—T-\E—A—BREAEH
M (JEEIR ) F 8 n 332,998
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ P BRERMEE

2. BASIS OF PREPARATION (CONTINUED) 2. RBERE(E)
(a) Changes in accounting policies on the (a) RAEBMBREENEIREHMEIR
adoption of HKFRS 9, Financial Instruments ZEBEREBE (F)

(continued)

Further details of the nature and effect of the
changes to previous accounting policies and the
transition approach are set out below:

(1)

Classification of financial assets and financial
liabilities

HKFRS 9 categories financial assets into
three principal classification categories:
measured at amortised cost, at fair value
through other comprehensive income
("FVOCI") and at fair value through profit or
loss (“FVPL"). These supersede HKAS 39's
categories of held-to-maturity investments,
loans and receivables, available-for-
sale financial assets and financial assets
measured at FVPL. The classification of
financial assets under HKFRS 9 is based on
the business model under which the financial
asset is managed and its contractual cash
flow characteristics.

Debt securities investments held by the
Group are classified into one of the following
measurement categories:

— amortised cost, if the investment is held
for the collection of contractual cash
flows which represent solely payments
of principal and interest. Interest income
from the investment is calculated using
the effective interest method;

- FVOCI (recycling), if the contractual cash
flows of the investment comprise solely
payments of principal and interest and
the investment is held within a business
model whose objective is achieved by
both the collection of contractual cash
flows and sale. Changes in fair value
are recognised in other comprehensive
income, except for the recognition in
profit or loss of expected credit losses,
interest income (calculated using the
effective interest method) and foreign
exchange gains and losses. When the
investment is derecognised, the amount
accumulated in other comprehensive
income is recycled from equity to profit
or loss; or
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ PR RRMEE

2. BASIS OF PREPARATION (CONTINUED) 2. RBEEE)
(a) Changes in accounting policies on the (a) RAEBMBREENEIREHMEIR
adoption of HKFRS 9, Financial Instruments ZEBEREBE (F)
(continued)
(i) Classification of financial assets and financial (i) THEERTHEEZZHEE)

liabilities (continued)

- FVPL, if the investment is held for trading
or otherwise does not meet the criteria
for being measured at amortised cost
or FVOCI (recycling). Changes in the
fair value of the investment (including
interest) are recognised in profit or loss.

An investment in equity securities is
classified as FVPL unless the equity
investment is not held for trading purposes
and on initial recognition of the investment,
the Group makes an election to designate
the investment at FVOCI (non-recycling) such
that subsequent changes in fair value are
recognised in other comprehensive income.
Such elections are made on an instrument-
by-instrument basis, but may only be made if
the investment meets the definition of equity
from the issuer’s perspective. Where such
an election is made, the amount accumulated
in other comprehensive income remains in
the fair value reserve (non-recycling) until
the investment is disposed of. At the time of
disposal, the amount accumulated in the fair
value reserve (non-recycling) is transferred to
retained earnings. It is not recycled through
profit or loss. Dividends from an investment
in equity securities, irrespective of whether
classified as at FVPL or FVOCI (non-
recycling), are recognised in profit or loss as
other income.

Under HKFRS 9, derivatives embedded in
contracts where the host is a financial asset
in the scope of the standard are not separated
from the host. Instead, the hybrid instrument
as a whole is assessed for classification.

The following table shows the original
measurement categories for each class of
the Group's financial assets under HKAS 39
and reconciles the carrying amounts of those
financial assets determined in accordance
with HKAS 39 to those determined in
accordance with HKFRS 9.

Fubon Bank & FBR1T
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ P BRERMEE

2. BASIS OF PREPARATION (CONTINUED) 2. RBEEE)
(a) Changes in accounting policies on the (a) RAEBMBREEANFZIRMEIR
adoption of HKFRS 9, Financial Instruments ZEBRSE (F)
(continued)
(i) Classification of financial assets and financial (i) ZHEERTHEBEZSHE(E)
liabilities (continued)
HKAS 39 HKFRS 9
carrying carrying amount
amount as at as at
31 December 1 January
2017  Reclassification Remeasurement 2018
REEESER REERHBRE
#395 ERIZE9%
RZB—tF RZE-N\&F
+=A=f-82 —-A-82
FREE ENHE iy FREE
HK$'000 HK$'000 HK$'000 HK$'000
Fitr Fitn Fi#r Fitr
Financial assets carried at ~ LB#HAIIE
amortised cost SREE
Balances with banks and RORFERE SR
other financial institutions iR 558,348 - (3,041) 555,307
Debt securities measured at B SER AR B2
amortised cost ERES 1,561,796 31,699,251 (255,904) 33,005,143
Trade bills [FEE3 880,255 = (417) 879,838
Loans and advances to EPERRER
customers 47,583,317 = 85,101 47,668,418
50,583,716 31,699,251 (174,261) 82,108,706
Financial assets measured LA FEEREM
at FVOCI (non-recycling) 2ENFETEZ
SREE(FER)
Equity securities BAES - 544,409 - 544,409
Financial assets measured  EBBEHURMATLE
at FVPL EHEZOREE
Trading assets BERSRGEE 1,846,823 - - 1,846,823
Derivatives financial assets #7144 REE 705,165 - - 705,165
2,551,988 - - 2,551,988
Financial assets classified ~ REEH#EH%ES
as available-for-sale #3950 8AR
under HKAS 39 AfHEZ
SREE 32,243,660 (32,243,660) - =
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS

2. BASIS OF PREPARATION (CONTINUED)

(a) Changes in accounting policies on the
adoption of HKFRS 9, Financial Instruments
(continued)

(i) Classification of financial assets and financial
liabilities (continued)

The measurement categories for the Group's
financial liabilities remain the same after the
adoption of HKFRS 9 and there is no impact
on the carrying amounts of all financial
liabilities at 1 January 2018, on the initial
application of HKFRS 9.

The Group did not designate or de-designate
any financial asset or financial liability at FVPL
at 1 January 2018.

(i) Credit losses

HKFRS 9 replaces the incurred loss model
in HKAS 39 with the Expected Credit Loss
(“ECL") model. The ECL model requires
an ongoing measurement of credit risk
associated with a financial asset and
therefore recognises ECLs earlier than under
the incurred loss accounting model in HKAS
39.

The Group applies the new ECL model on
all financial assets that are measured at
amortised cost, including balances with
banks and other financial institutions,
trade bills and debt securities measured at
amortised cost, and undrawn credit facilities
extended to customers. The Group does not
recognise ECL in respect of cash and short-
term funds and accrued interest and others
assets as the impact is considered to be
immaterial.

Measurement of ECLs

ECLs are a probability-weighted estimate of
credit losses. Credit losses are measured
as the present value of all expected cash
shortfalls (i.e. the difference between the
cash flows due to the Group in accordance
with the contract and the cash flows that the
Group expects to receive).
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ P BRERMEE

2. BASIS OF PREPARATION (CONTINUED) 2. REEXE(E)
(a) RABBUBRELERNFISRHBE TR

(a) Changes in accounting policies on the

adoption of HKFRS 9, Financial Instruments ZE RS E (F)
(continued)
(i) Credit losses (continued) (i) 1EEEHE(E)

20

Measurement of ECLs (continued)

For undrawn loan commitments, expected
cash shortfalls are measured as the
difference between (i) the contractual cash
flows that would be due to the Group if the
holder of the loan commitment draws down
on the loan and (ii) the cash flows that the
Group expects to receive if the loan is drawn
down.

The expected cash shortfalls are discounted
using the following discount rates where the
effect of discounting is material:

- fixed-rate financial assets, trade and
other receivables and contract assets:
effective interest rate determined at
initial recognition or an approximation
thereof;

— variable-rate financial assets: current
effective interest rate;

— loan commitments: current risk-free rate
adjusted for risks specific to the cash
flows.

The maximum period considered when
estimating ECLs is the maximum contractual
period over which the Group is exposed to
credit risk.

In measuring ECLs, the Group takes
into account reasonable and supportable
information that is available without undue
cost or effort. This includes information about
past events, current conditions and forecasts
of future economic conditions.
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ PR RRMEE

2. BASIS OF PREPARATION (CONTINUED) 2.

BB ()
(a) RABFBHBRELRFIRHETR

(a) Changes in accounting policies on the

adoption of HKFRS 9, Financial Instruments ZE RS E (F)
(continued)
(i) Credit losses (continued) (i) 1EEEHE(E)

Measurement of ECLs (continued)

ECLs are measured on either of the following
bases:

- 12-month ECLs: these are losses that are
expected to result from possible default
events within the 12 months after the
reporting date; and

— lifetime ECLs: these are losses that
are expected to result from all possible
default events over the expected lives
of the items to which the ECL model
applies.

The Group recognises a loss allowance equal
to 12-month ECLs unless there has been
a significant increase in credit risk of the
financial instrument since initial recognition,
in which case the loss allowance is measured
at an amount equal to lifetime ECLs.

Significant increases in credit risk

In assessing whether the credit risk of
a financial instrument (including a loan
commitment) has increased significantly
since initial recognition, the Group compares
the risk of default occurring on the financial
instrument assessed at the reporting date
with that assessed at the date of initial
recognition. The Group considers both
quantitative and qualitative information that
is reasonable and supportable, including
historical experience and forward-looking
information that is available without undue
cost or effort.
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ P BRERMEE

2. BASIS OF PREPARATION (CONTINUED) 2. REEXE(E)
(a) RABBUBRELERNFISRHBE TR

(a) Changes in accounting policies on the

adoption of HKFRS 9, Financial Instruments ZE RS E (F)
(continued)
(i) Credit losses (continued) (i) EEEEE)

Significant increases in credit risk (continued)

In particular, the following information is
taken into account when assessing whether
credit risk has increased significantly since
initial recognition:

— failure to make payments of principal or
interest on their contractually due dates;

— an actual or expected significant
deterioration in a financial instrument’s
external or internal credit rating (if
available);

— an actual or expected significant
deterioration in the operating results of
the debtor; and

=B R B E I 00 (4F)

EFE B ERREERREDS
BEENSEHHEEATEY

- REEAHIHBINAEHK
LS

- LERTAMIPRAEBERAT
F(B)ERLBHMBERL

- existing or forecast changes in the - BT W5 EEKERRE
technological, market, economic or legal ZHEEXBREL  HEBKA
environment that have a significant BITHBAEBHEENENE

adverse effect on the debtor’s ability to
meet its obligation to the group.

For loan commitments, the date of initial
recognition for the purpose of assessing
ECLs is considered to be the date that the
Group becomes a party to the irrevocable
commitment. In assessing whether there has

EBRTFITE -

HNEFRS - RFERAEES
B i ERNARAAREKS
TRIEH AR — T B H o FERT MG
B Min iR B R A ARG E R
ERBEERN - NEEEE R

been a significant increase in credit risk since S RMERBEEENRR 2 #
initial recognition of a loan commitment, the 1t e

Group considers changes in the risk of default
occurring on the loan to which the loan
commitment relates.

ECLs are remeasured at each reporting
date to reflect changes in the financial
instrument’'s credit risk since initial
recognition. Any change in the ECL amount
is recognised as an impairment loss or write-
back of impairment loss in profit or loss.
The Group recognises an impairment loss or
write-back of impairment loss for all financial
instruments with a corresponding adjustment
to their carrying amount through a loss
allowance account.
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
REEZ PR RRMEE

2. BASIS OF PREPARATION (CONTINUED) 2. REEEE)
(a) RABBUBRELERNFISRHBE TR

(a) Changes in accounting policies on the

adoption of HKFRS 9, Financial Instruments ZE RS E (F)
(continued)
(ii) Credit losses (continued) (i) 1EEEHE(E)

Basis of calculation of interest income on
credit-impaired financial assets

Interest income is calculated based on the
gross carrying amount of the financial asset
unless the financial asset is credit-impaired,
in which case interest income is calculated
based on the gross carrying amount less loss
allowance of the financial asset.

A financial asset is credit-impaired when
one or more events that have a detrimental
impact on the estimated future cash flows of
the financial asset have occurred.

Evidence that a financial asset is credit-
impaired includes the following observable
events:

— significant financial difficulties of the
debtor;

- a breach of contract, such as a default
or delinquency in interest or principal
payments;

— it becoming probable that the borrower
will enter into bankruptcy or other
financial reorganisation;

— significant changes in the technological,
market, economic or legal environment
that have an adverse effect on the
debtor; or

— the disappearance of an active market for
a security because of financial difficulties
of the issuer.

Fubon Bank & FBR1T
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REEZ P BRERMEE

2. BASIS OF PREPARATION (CONTINUED) 2. REEXE(E)

(a) RABFBHBRELRFIRHETR
2B (F)

(a) Changes in accounting policies on the
adoption of HKFRS 9, Financial Instruments
(continued)

(i) Credit losses (continued) (i) 1EEEHE(E)

Write-off policy

The gross carrying amount of a financial asset
is written off (either partially or in full) to the
extent that there is no realistic prospect of
recovery. This is generally the case when the
Group determines that the debtor does not
have assets or sources of income that could
generate sufficient cash flows to repay the
amounts subject to the write-off.

Subsequent recoveries of an asset that was
previously written off are recognised as a
reversal of impairment loss in profit or loss in
the period in which the recovery occurs.

Opening balance adjustment

The following table reconciles the closing
loss allowance determined in accordance
with HKAS 39 as at 31 December 2017 with
the opening loss allowance determined in
accordance with HKFRS 9 as at 1 January
2018.

Loss allowance as at 31 December 2017
under HKAS 39

Additional credit loss recognised at
1 January 2018 on:
— Balances with banks and other
financial institutions
— Trade bills
— Debt securities measured at
amortised cost
— Undrawn loan commitments
Reduction of credit loss recognised at
1 January 2018 on:

— Advances to customers

Loss allowance as at 1 January 2018
under HKFRS 9

Fubon Bank & FBR1T
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS

BASIS OF PREPARATION (CONTINUED)

(a) Changes in accounting policies on the
adoption of HKFRS 9, Financial Instruments
(continued)

(i) Hedge accounting

The Group has elected to adopt the new
general hedge accounting model in HKFRS 9
which allows a more qualitative approach to
assessing hedge effectiveness compared to
HKAS 39 to be applied, and the assessment
is always forward-looking. The adoption of
HKFRS 9 has not had a significant impact
on the Group's financial statements in this
regard.

BASIS OF CONSOLIDATION

These interim financial statements cover the
consolidated position of Fubon Bank (Hong Kong)
Limited and all its subsidiaries, 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 2017 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.

The Bank has delivered the financial statements for
the year ended 31 December 2017 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 & FBR1T
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4. INTEREST INCOME AND EXPENSE 4. FEWARXH
(a) Interest income (a) FEUWA
For the six months ended
30 June 30 June
2018 2017
BE-Z2-N\F HE-T—+F
AAZTHLE AA=t+AL
28R 28R
HK$'000 HK$'000
TER FHT
Balances with banks and other financial RITAERE M S
institutions gL 39,364 60,727
Investment in securities BRRE 482,860 435,650
Loans and advances BRRER 717,336 551,534
Others Hith 6,805 5,098
1,246,365 1,053,009
Interest income recognised on financial assets MIEBEBENURMATEBEZSRME
that are not measured at fair value through profit EWER 2 FEWA A1,246,365,0005 7T
or loss amounted to HK$1,246,365,000 (2017: (=ZZ—+4F : 1,052,332,00057T) °
HK$1,052,332,000).
(b) Interest expense (b) FIEUWA
For the six months ended
30 June 30 June
2018 2017
BE-Z-N\§ HE-T—+F
ANAZTHLE AA=t+AL
28R ZNfER
HK$'000 HK$'000
FET FHET
Deposits from customers BREX 355,670 277,794
Deposits and balances of banks RITRIEREM SR
and other financial institutions HENER RS 36,431 13,354
Financial assets sold under repurchase BOHEENHED
agreements SHMEE 83,772 85,996
Certificates of deposit, debt securities and ~ BE{7FHE - &
subordinated debts issued &5 REER 95,582 79,077
Others Hith 2,102 2,311
573,557 458,532

Interest expense recognised on financial liabilities
that are not measured at fair value through profit
or loss amounted to HK$573,557,000 (2017:
HK$451,419,000).

HIERBREURBRATEEZERERE
R F B8 X HA573,657,000/8 T (=
T—+1F 1 451,419,000 T) °
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NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS

FEE AND COMMISSION INCOME AND
EXPENSE

(a) Fee and commission income

Fee and commission income
arising from:

Credit related services

Trade finance services

Credit card services

Securities brokerage and
investment services

Insurance services

Unit trust services

Others

of which:
Fee and commission income
arising from:

— Financial assets or financial liabilities
which are not measured at fair
value through profit or loss

— Trust or other fiduciary activities

Fee and commission income arising from trust
and other fiduciary activities relate to fees from 7o BAE
asset management activities where the Group

REEZ PR RRMEE

5. EARAESWARZH

(a) BRARAEZEWA

For the six months ended

30 June 30 June
2018 2017
BE-Z-N\F HE-Z—+F
NA=+HL ANA=+HIE
ZAREA 28R
HK$'000 HK$'000
FERT FET
AT EBFTE £

BERARMAEBA :

EEEK 28,690 23,763
BOMEER 10,038 5,914
ERRER 69,077 64,995
A ]

% &R 20,854 14,064
RERFETS 57,304 73,467
EREESEYR 24,948 24,806
Hith 10,057 7,128

220,968 214,137
He:
BRARAS
WAKSE :
—IEmiBIREIA
RBAFEE
ZERMEE
FERMBE 95,940 92,635
—{EFEakEA
SEER 943 836

BERARASBARABGEEREMEZER
HREETEEBRRRER
FRBAEKETEEREPTREAIAR

hold assets or invest on behalf of customers. B -

Fubon Bank & FBR1T
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REEZ P BRERMEE

5. FEE AND COMMISSION INCOME AND 5. BARMAERARSTH(E)
EXPENSE (CONTINUED)
(b) Fee and commission expense (b) BEARMAEIH
For the six months ended
30 June 30 June
2018 2017
BE-Z-N\& BHE-ZT—+tF
NA=+HL ANA=+HIE
28R ZNEA
HK$'000 HK$'000
FHET FHET
Handling fees and commission FHEERAS 42,337 35,217
Other fees paid HihBENEA 13,266 12,992
55,603 48,209
of which: He -
Fee and commission expense BRARAESIH
arising from: RE :
— Financial assets or financial liabilities — —3JE@BEZEIA
which are not measured at fair REAFEE
value through profit or loss ZeMEEN
cHasE 46,741 47,168
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* Other dealing activities include customer-driven dealing

in derivative financial instruments including equity linked
notes, options and structured deposit products.

Fubon Bank & FBR1T

6. OTHER OPERATING INCOME 6. Hp&EEWA
For the six months ended
30 June 30 June
2018 2017
BE-2-/N\%F BE-T—+F
ANA=T+HL ANA=t+ALE
2~ B A ZNER
HK$'000 HK$'000
FHET FET
Gains less losses from dealing B W REE
— Foreign currencies — HNEE 10,600 (23,946)
— Trading assets —RBERXSRBEE 14,853 7,906
— Other dealing activities* —HHBEERH* 4,063 6,223
- Short selling activities —BERS (690) (116)
28,826 (9,933)
Net hedging (loss)/income from AFEEHFZFEHH
fair value hedges (&8), WA
Net (loss)/gain on hedged items BT R B R AR B 2 3 T
attributable to the hedged risk B2 F(ER),/ W (289,585) 6,369
Net gain/(loss) on R T A2 Fias/
hedging instruments (E518) 280,615 (11,007)
(8,970) (4,638)
Net gain on other financial EERBBIEZ KRB
instruments designated at AFEEzHbEH
fair value through profit or loss IRz FlE
Revaluation gain on other financial T Rl B IR A R R
instruments designated at fair value AT EEZHMDF
through profit or loss TAZ&EHE - Al A
- 4,434
Revaluation loss on derivative TESMIAZ
financial instruments EXRY - (4,022)
Dividend income from unlisted ELETRAZSEZ
equity securities AR EHA 7,952 6,203
Rental income ALWA 732 202
Others Hitb 7,097 8,031
35,637 277

HEMEERSEEEFPEEITESBTA 1
REH TR R BB FHES -
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REEZ P BRERMEE

7. OPERATING EXPENSES 7. EEXH
For the six months ended
30 June 30 June
2018 2017
BE-Z—N\F BE-ZT—+tHF
ANA=T+HL NA=+HLE
2~ B A ZMEA
HK$'000 HK$'000
FHET FET
Salaries and other staff costs e REAMEBRA 284,339 293,459
Premises and other fixed assets MEREMETEEE
Rental of premises MERS 19,038 21,957
Depreciation (Note 15) & (HzE15) 69,120 65,068
Others Efth, 8,323 8,657
Auditors’ remuneration 2 il 2,565 1,964
Other operating expenses Hith &g
Business promotion ESiSid 13,834 11,204
Legal and professional fees FEBERER 4,786 (1,866)
Communication ek 15,449 14,587
Electronic data processing and EFEAREER
computer systems BIMRL 31,216 26,794
Others Efth, 20,820 27,102
469,490 468,826
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GAIN ON BARGAIN PURCHASE

In June 2018, the Bank purchased 99 million ordinary
shares of Xiamen Bank Co. Ltd (“XMB"), an associate
company of the Bank, from other shareholders for
a consideration of RMB475 million. The purchase
consideration was RMB4.8 per share while the Bank
estimated XMB's fair value per share was around
RMB5.49. The Bank has therefore recognised a
gain on bargain purchase on the date of the share
acquisition on the difference between the fair value of
shares acquired and the purchase consideration. The
amount is provisional and may be adjusted to reflect
new information that existed as of the acquisition
date that would have affected the measurement of
the amounts, if any, during a one-year measurement
period.

TAXATION IN THE CONSOLIDATED
STATEMENT OF COMPREHENSIVE INCOME

The provision for Hong Kong Profits Tax for 2018 is
calculated at 16.5% (2017: 16.5%) of the estimated
assessable profits for the six months ended 30 June
2018.

Current tax — Hong Kong Profits Tax
Current tax — Overseas Tax
Deferred tax EIERITE

Fubon Bank & FBR1T

BB E — F B RIS
BVERBLIR — /8 SMBLIR

REEZ PR RRMEE

5 E R

REZT—N\FRA - A7 RE R 5 U E Y
RITRGD AR AR ([EPIRTT]) (BT Z B
&N 7A]) 299,000,000/ LiBAL - REAAR
#475,000,0007T - WEREASRARKELS
7T MATTEFEFRITERAFEENAA
R¥5.497T » A7 R AR (5 4B B 3t AT
B A TFEERKEREZHANZEERAZ
BUERE ZeRBERMEE AR —F&t
EHNFEE  URBAKERSHEFEESY
FistBz BB ERTEZHER -

FERHEBBERANTIE

ZE-N\FEAFEBRENREEE =2
—NFERA=+THIEZ/ AR Z T HERR =
M216.5%(=ZF—+%F : 16.5%)7TH °

For the six months ended

30 June 30 June
2018 2017
BE-2-/N\%F BE-Z—+F
AB=+HLE ANA=t+ALE
ZAEA ZNER
HK$'000 HK$'000
FHET FET
63,011 43,832
4,568 8,628
23,102 7,729
90,681 60,189
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10. OTHER COMPREHENSIVE INCOME 10. Eth2EUkE

For the six months ended

30 June 30 June
2018 2017
BE-2-/N\%F BE-T—+F
ANA=T+HL ANA=t+ALE
2~ B A ZNER
HK$'000 HK$'000
FHET FET
Items that will not be reclassified to BFEEHFIEEEHE
profit or loss: 2R :
Equity securities designated HEENRFEER
at FVOCI: Hth2EKztEr
MRAE S
Changes in fair value recognised HRNERZ AT
during the period BEZE 182,912 -
Deferred taxation IRIEFLIE (30,180) =
Items that may be reclassified THEEEEF S EEER
subsequently to profit or loss: ZI1EH
Debt securities designated at FVOCI: EEUATFEER
Hip 2R mFTEZ
E%ES
Share of changes in fair value of e — Bt L AT
financial assets designated at EEUNRAFEER
FVOCI held by an associate Efh 2 EWR T2
BEZE 62,900 -
Available-for-sale financial assets: AHHESREE
Changes in fair value recognised HAERZ N EE
during the period Za) - 370,076
Deferred taxation RIERIIE - (58,171)
Amounts transferred to HBEEER Y $E
profit or loss:
— gain on disposal — & - 233
Share of changes in fair value of EiE—MEE AT
available-for-sale financial assets AHHESRHEE
held by an associate N EBEZS - (4,332)
Net movement in the investment HRRHEEEE
revaluation reserve during the BRZIREEM
period recognised in other FEFES
comprehensive income 215,632 307,806
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11. CASH AND SHORT-TERM FUNDS

M. BeREHES

12.

As at
30 June 31 December
2018 2017
RZB-—N\F R-Z—+tF
~NA=t+H +=—A=+—~H
HK$'000 HK$'000
FERT FHET
Cash in hand B 101,120 116,755
Balances with the HKMA S E R 164,385 40,221
Balances with banks RITRIZE 2 A 540,911 832,211
Money at call and short notice* BN BT R 3,439,257 4,144,347
4,245,673 5,133,534

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

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.

Fubon Bank & FBR1T
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12. SEGMENT REPORTING (CONTINUED) 12. 2EER(HF)

34

Operating segments (continued)

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 deposits to large corporate,
small and medium enterprises in Hong Kong and
Mainland China.

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

Segment results, assets and liabilities

For the purpose of segmental analysis, the allocation
of operating income 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 between 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.
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12. SEGMENT REPORTING (CONTINUED)

Segment results, assets and liabilities (continued)

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.

Unallocated items mainly comprise the central
management unit, management of strategic
investments, premises and property management and
other activities which cannot be reasonably allocated
to specific business segments.

Fubon Bank & FBR1T
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12. SEGMENT REPORTING (CONTINUED) 12. 2EER(HF)

Segment results, assets and liabilities (continued)

SWEE  BERAEE)

For the six months ended 30 June 2018
BE-_Z-N\FXA=t+HLEZXEA

Reportable
Retail Institutional Financial Segments
Banking Banking Markets Total
TER GBIk
SEH|IT HABIRIT SRMTE 7 EB R
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Net interest income FFF A 200,932 232,644 238,912 672,488
Other operating income/ RANAREHA
(loss) from external EEPA S (F518)
customers 207,632 36,965 (4,762) 239,835
Fee and commission BERKAEIH
expense (42,315) (93) (4,309) (46,717)
Other operating income/ HipgZEWA
(loss) (&) 165,317 36,872 (9,071) 193,118
Operating income HBRA 366,249 269,516 229,841 865,606
Operating expenses BESH (179,929) (40,745) (30,772) (251,446)
Inter-segment expenses BoHiH (32,148) (3,928) (1,342) (37,418)
Operating profit before Rt KoRERE
gains and impairment GIECE =Pyl
losses 154,172 224,843 197,727 576,742
Write back of/(charge for) &BFEEFUREEEZ
impairment losses on 14, (Nk)
advances to customers 3,246 (28,361) - (25,115)
(Charge for)/write back of & REEMEFSEZ
impairment losses on (0B )20 48
financial assets (379) (1,326) 2,482 777
(Charge for)/write back of — LAME SR ANEHE 2
impairment losses on Hih S mEERE
other financial assets BBz (),
measured at amortised [EIEC
cost (2,669) 4,789 - 2,120
Profit before taxation R A Y A 154,370 199,945 200,209 554,524
Operating expenses HEXH
— depreciation —E (10,891) (743) (1,532) (13,166)
As at 30 June 2018
R=—ZB-NFXA=+H
Segment assets DEEE 22,667,484 28,930,322 45,355,653 96,953,459
Segment liabilities DEPEE 50,015,334 16,253,829 19,621,301 85,890,464
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12. SEGMENT REPORTING (CONTINUED) 12. 2EER(HF)

Segment results, assets and liabilities (continued)

DEEE  BEREEA)

For the six months ended 30 June 2017
HE_Z—+tFA=1+HIZ~EAR

Reportable
Retail Institutional Financial Segments
Banking Banking Markets Total
PER B
TERIT HHEIRIT SETIS DR
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FHET FHT
Net interest income A B UA 199,835 194,234 199,677 593,746
Other operating income/ RANAREHA
(loss) from external EEPA S (F518)
customers 209,595 27,248 (32,240) 204,603
Fee and commission BERKAEIH
expense (40,147) (375) (5,458) (45,980)
Other operating income Hh @ A 169,448 26,873 (37,698) 158,623
Operating income “wE A 369,283 221,107 161,979 752,369
Operating expenses BESH (180,948) (42,661) (29,237) (252,846)
Inter-segment expenses B (33,580) (3,692) (1,329) (38,601)
Operating profit before Rtz KR EE1E
gains and impairment IRy
losses 154,755 174,754 131,413 460,922
Impairment losses on EREEFRERE
advances to customers (13,100) (10,874) = (23,974)
Impairment losses on HAth B EERE BB
other assets - (6,270) - (6,270)
Net gains on disposals of  HERHHESF
available-for-sale BT
financial assets - - 1,097 1,097
Profit before taxation Bk A% B o4 A1) 141,655 157,610 132,510 431,775
Operating expenses HBEXH
— depreciation & (9,576) (465) (1,296) (11,337)
As at 31 December 2017
RZZE—tF+=A=+—8H
Segment assets DEEE 23,289,235 28,484,915 41,946,270 93,720,420
Segment liabilities HEARE 44,857,622 17,235,205 20,033,539 82,126,366

Fubon Bank & FBR1T
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12. SEGMENT REPORTING (CONTINUED)

12. 2EER(HF)

Reconciliation of reportable segment operating
income, profit before taxation, assets & liabilities

AERFHPEBEBRA - RBAER - BE
kEFEZHER

For the six months ended

30 June 30 June
2018 2017
BE-ZT—N\&F HE-Z—+F
RA=t+HLE ANA=+HIE
28R ZNEA
HK$'000 HK$'000
FHET FHET
Revenues WA
Reportable segment operating income A B3R5 & E U A 865,606 752,369
Elimination of inter-segment operating 5 #844:& U A5 84
income (53,270) (52,675)
Unallocated operating income RO EBHRA 61,474 60,988
Consolidated operating income B EEIWA 873,810 760,682
For the six months ended
30 June 30 June
2018 2017
BE-Z-/N\&F HE-ZT—+tF
RAE=t+HLE ANA=+HIE
2AEA ZNER
HK$'000 HK$'000
FH&T FHT
Profit before taxation BB ATEF
Reportable segment profit before Al IR D E R B AT F
taxation 554,524 431,775
Unallocated operating income RO BERA 61,474 60,988
Unallocated operating expenses AofeESH (233,896) (230,054)
Impairment losses on available-for-sale A& ¢ @& ERE
financial assets ] - (849)
Write back of impairment losses on RIBEERBHEEE
assets acquired under B 518 2 [l #
lending agreements 1,100 450
Share of profits of an associate FE(GERE D R 126,392 127,618
Gain on bargain purchase EAE Al E 81,369 -
Dilution loss arising from TR ERARIREFELERN
investment in an associate #EEE - (17,969)
Net losses on disposals of HERTEETEE
fixed assets (38) 9)
Consolidated profit before taxation ERE R A A 590,925 371,950

Fubon Bank & FBR1T
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12. SEGMENT REPORTING (CONTINUED) 12. 2EER(HF)

Reconciliation of reportable segment operating

AERFHPEBEBRA - REAER - BE

income, profit before taxation, assets & liabilities REaBEZYHR(E)
(continued)
As at
30 June 31 December
2018 2017
R=Z-—N\F RZT—+F
NA=TH +=A=+—8
HK$'000 HK$'000
FET FHT
Assets BE
Reportable segment assets ] RS EPE E 96,953,459 93,720,420
Unallocated fixed assets KOBEEEE 1,651,603 1,682,242
Interests in associates B E R B2 R 3,135,447 2,390,809
Unallocated other assets RO EHMEE 881,519 690,731
Consolidated total assets A BEMEE 102,622,028 98,484,202
As at
30 June 31 December
2018 2017
R=Z-—N\F RZT—+tF
NA=1H +=—A=+—8
HK$'000 HK$'000
FERT FHET
Liabilities BfF
Reportable segment liabilities AER{OHEE 85,890,464 82,126,366
Unallocated other liabilities RABEA A E 1,888,883 1,989,536
Consolidated total liabilities LA BERRE 87,779,347 84,115,902
Geographical information B E R

EHEMDERMBRARN IR L ELHKE
EERBEASREBEARIATATHE - &
FRUBEREEMETURE -BE_F—\F
R—Z—tFXRNA=ZFTHIEZAEA  ~EE
A EERARBRBARFIGR AR EEZ
AIDITRMBARARBEMESE « BRIE
I — R B KRB & R B 2 s M - I
EEB I EMBER LR D BPEREES
BE  BfE  BBEMEMNIEE  BEEKRA
WRARBEREE10%A £ o

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 2018 and
2017, 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.
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12. SEGMENT REPORTING (CONTINUED) 12. D EBER (&)

Major Customers FEEF
For the six months ended 30 June 2018 and 2017,
no single customer or a group of customers under
common control contributes 10% or more of the
Group’s operating income.

HE-T—/\FR-F—LtERA=HALZ
AR - BmE—FF AR —BEF
HAEMBERAI0%HIAL «

13. DERIVATIVE FINANCIAL INSTRUMENTS 13. fTEEMTI A

(a) Notional amounts of derivative financial
instruments

(a) FTESMIAZERSE

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

WETAETAEEEERT —AKZEA
MEESEBR 2 BEME LA - It
ETAZARSERIRBREPRRHERT
RZXHE  MUFKKSREBREHE -
AT AASKEI L 2 ST BRBTAETA

of reporting period and do not represent amounts ZRERSHEIME
at risk. The following is a summary of the notional
amounts of each significant type of derivatives
entered into by the Group:
As at
30 June 2018 31 December 2017
W=B-NEXA=1H RZZ—+E+-A=+-H
Qualifying Qualifying
for hedge Held for for hedge Held for
accounting trading Total  accounting trading Total
RERRA BERS RERRA RS
gtk Jiil:3 B yhedi i et
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TER TiET TER TAR TAL TEL
Exchange rate derivatives EXfIATA
- Forwards -EH - 1413122 1413122 - 5513848 5513848
- Swaps -5 - 8078598 8078598 - 12,490,958 12,490,958
- Options purchased —-BEAmE - 814,983 814,983 - 678,161 678,161
- Options written — kb - 814,983 814,983 = 678,161 678,161
- 17,121,686 17,121,686 - 19,361,128 19,361,128
Interest rate derivatives MEfTETA
- Swaps —#H 16,587,850 2,831,669 19,419,519 14914212 4,220,143 19,134,355
16,587,850 2,831,669 19,419,519 14914212 4,220,143 19,134,355
Equity derivatives REFTETR
- Options purchased NN - 40,578 40,578 - 21,866 21,866
- Options written —hiH e - 40,578 40,578 = 21,866 21,866
- 81,156 81,156 - 43,732 43,732
Total 2% 16,587,850 20,034,511 36,622,361 14,914,212 23,625,003 38,539,215

Fubon Bank & FBR1T

Interim Financial Statements 20184 F1 BB 7 ¥R &



NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS

13. DERIVATIVE FINANCIAL INSTRUMENTS
(CONTINUED)

(a) Notional amounts of derivative financial

(b

instruments (continued)

The above amounts are shown on a gross
basis without taking into account the effect of
any bilateral netting arrangements. The Group
does not hold derivatives that are managed in
conjunction with financial instruments designated
at fair value through profit or loss.

Derivatives reported as qualifying for hedge
accounting represent hedging instruments
designated as hedges under HKFRS 9 (2017:
HKAS 39).

REEZP R RR M

13. STESHMITE(HE)

(a) PTEEMIAZERSHE(A)

RS EARBRER - W ET REAEE
FREEREZVE - AREYESHE
fIEEERBRRARRAFEBEZ SR
TAHRERZFTETA -

BERAARRKAE M EEZITET
BEREEEMHREEAUEIHR (=T
—tF  BBEIEER)EEER
iz EHhTA -

Fair value and credit risk-weighted amounts of (b) TETEZ AT EEREERM INE

derivatives &8
As at
30 June 2018 31 December 2017
R-Z-NEXA=1H R-Z—+F&+=-A=+—-H

Credit risk- Credit risk-

Fair value Fair value weighted Fairvalue Fairvalue  weighted

assets liabilities amount assets liabilities amount

ATEE AVEE FEER ATEE AVEE EEER

BE B MELE BE B NERE

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

TERT TERT TERT FET TET TET

Exchange rate derivatives ER{TETA 533,353 75,835 145465 482,143 83,160 59,714

Interest rate derivatives FIEPTETE 444,478 76,926 174,848 222589 144,623 108,983

Equity derivatives EMETER 1,262 1,262 - 433 433 =

979,093 154,023 320,313 705165 228,216 168,697

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

Fubon Bank & FBR1T

S BARBERR - W RETEE
FEEHEHRHITE -
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14. ADVANCES TO CUSTOMERS LESS
IMPAIRMENT ALLOWANCES

14. TF EFRURER#E

(a) Advances to customers less impairment
allowances

(a) BEFERRBERE

As at

30 June 31 December

2018 2017

R=B—N\F R=ZF—+tF

NA=+H +=A=+—8

HK$'000 HK$'000

FHET FHET

Gross advances to customers BEEEREHE 47,970,560 47,872,348

Less: Impairment allowances B ORERE

— Impairment allowances for stage 1 —F1RFEIREER

and stage 2 assets BEZRERE (41,120) =
— Impairment allowances for stage 3 —E3MBREEZ

assets PERER S (176,580) =

— Individual impairment allowances — BB E - (1565,963)

- Collective impairment allowance — A RERE - (133,068)

47,752,860 47,583,317

(b) Movement in impairment allowances on
advances to customers

(b) EFEXRRERRELS

For the six months ended

30 June 2018
BE-B-/N\F
ARA=ZtTHIEZAEA
Impairment
Impairment  allowances for
allowances for Stage 1 and
Stage 3 assets  Stage 2 assets
FIIRREE F1RE2RER
WERE EERERE
HK$'000 HK$'000
FHET FHET
At 1 January 2018 155,963 47,967
Impairment losses charged to A
profit or loss T £ 54,890 19,621
Impairment losses released to RIEmREDR 2
profit or loss RIEEE (22,928) (26,468)
Amounts written off MRS (14,736) -
Recoveries of advances written off BEFEEMRER
in previous years pdldE 3,391 -
At 30 June 2018 RZE-NFRA=TH 176,580 41,120
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14. ADVANCES TO CUSTOMERS LESS IMPAIRMENT

ALLOWANCES (CONTINUED)

(b) Movement in impairment allowances on

advances to customers (continued)

At 1 January 2017

Impairment losses charged to
profit or loss

Impairment losses released to
profit or loss

Amounts written off

Recoveries of advances written off
in previous years

At 31 December 2017

Fubon Bank & FBR1T

14. EFEEFRURERRE(F)

(b) EFEXRERERS(A)

For the year ended
31 December 2017
HE-Z—+F
TZA=+—HILFE

Individual Collective
impairment impairment
allowances allowance

1B BIR B fRE BRI

HK$'000 HK$'000

FHT FET

R-ZZE—+F—A—B 149,919 108,839
R IRIIBR 2

DEREEY ] 85,487 24,229
RIERRER 2

DEREEY ] (41,887) -
MRS (45,516) -
BAFEEMRER

i {c] 7,960 -
RZT—+F

+=A=+—8 155,963 133,068
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14. ADVANCES TO CUSTOMERS LESS IMPAIRMENT 14. EFERRRERE(F)
ALLOWANCES (CONTINUED)

(c) Advances to customers analysed by industry (c) RITEDENEFER
sector
Advances to customers analysed by industry RITEREEHREZRNETEERSTW
sector and the coverage of collateral is as follows. T o EBETESMIHERESERFTRAN
The economic sector analysis is based on the BRI RES

categories and definitions used by the HKMA:

As at
30 June 2018 31 December 2017
R-Z-NEXA=1+A RZZ—tF+=-A=+—R
% of gross % of gross
loans loans
Gross loans covered by Gross loans covered by
and advances collateral and advances collateral
FERAZEN BERZER
ERR HEREHEZ ERR  HEREEZ
ERBE Al R BA
HK$000 HK$'000
FET % FHT %
Gross advances for use EEBERNERERE
in Hong Kong
Industrial, commercial and ~ TE$ &
financial
- Property development —EERE 3,051,467 17.16 3,542,760 15.31
- Property investment —MERE 8,615,509 92.62 8,461,107 92.58
- Financial concerns — SR 3,675,441 8.16 3,616,993 5.14
- Stockbrokers —REEL 2,031,224 70.05 2,132,447 65.76
- Wholesale and retail “HERTEX
trade 525,854 26.30 409,307 31.01
- Manufacturing —BuEE 1,654,703 5.63 1,171,559 5.63
- Transport and transport —BH NERRE
equipment 158,222 99.69 113,231 99.57
- Information technology ~ —&&#El& 491,746 0.14 557,166 0.13
- Others —Hf 3,634,902 26.11 2,923,223 35.26
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14. ADVANCES TO CUSTOMERS LESS 14. EFERRRERE(F)
IMPAIRMENT ALLOWANCES (CONTINUED)

(¢) Advances to customers analysed by industry (c) RIT¥SENEFER(E)
sector (continued)

As at
30 June 2018 31 December 2017
RZB-N\FEXA=tH RZE—+F+-A=+—H
% of gross % of gross
loans loans
Gross loans covered by Gross loans covered by
and advances collateral and advances collateral
FEAZEX BERZER
ERR HEREHEZ ERR  HEREEL
ERBE Pl ERuE AAL
HK$'000 HK$'000
FEx % FHT %
Individuals A
~ Loans for the purchase -BE[EEELE
of flats under the &l A2
Home Ownership RERE IR
Scheme, Private Sector [EEHEE
Participation Scheme FEX BN GRS
and Tenants Purchase HEIRFHER
Scheme or their
respective successor
schemes 4,919 100.00 5,705 100.00
~ Loans for the purchase —-BEHMEE
of other residential MEMER
properties 9,608,403 99.98 9,867,406 99.96
- Credit card advances —ERRER 904,377 - 964,430 -
- Others —Hfty 4,742,385 30.97 4,642,525 28.41
39,099,152 38,407,859
Trade finance BHmE 4,266,006 16.37 4,203,281 15.85
Gross advances for use EEBLIMERR
outside Hong Kong EREE 4,605,402 483 5261,208 13.04
Gross advances to BFERER
customers 47,970,560 49.12 47,872,348 49.79
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14. ADVANCES TO CUSTOMERS LESS 14. EFERRRERE(F)
IMPAIRMENT ALLOWANCES (CONTINUED)

(¢) Advances to customers analysed by industry (c) RIT¥DENEFER(E)
sector (continued)

Analysis of the Group's impaired advances in RITESMERPEREEEI10% R
respect of industry sectors which account for HAREBREERNOT
10% or more of gross advances to customers:

Impairment

Impairment allowances

allowances for Stage 1

Overdue Impaired for Stage 3 and Stage 2

advances advances assets assets
F1RE2RR
HIWREE BEEZHE
BHER AEER ZHRERE B
HK$’000 HK$'000 HK$'000 HK$'000
FEx FEx FEx FEx
As at 30 June 2018 RZZB-N\F
AA=tH
— Property investment —MERE 47,889 25,345 - 4,443
- Loans for the —BEAMEE
purchase of other MERER
residential properties 63,922 3,484 - 2,516
Individual Collective
Overdue Impaired  impairment  impairment
advances advances  allowances allowance

BHE R REER ERERE SeRERE
HK$'000 HK$'000 HK$'000 HK$'000

FAET FHT FHT FHT
As at 31 December 2017 R=—Z—+4
+=ZA=t+—8
- Property investment —MERE 48,047 26,482 - 2,516
- Loans for the —BEAEMEE
purchase of other MIERER
residential properties 66,054 3,536 - -
- Gross advances for —EBBAIMEA
use outside Hong HE R
Kong 57,316 57,316 57,316 15,235
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14. ADVANCES TO CUSTOMERS LESS 14. EFEFRRERE (&)
IMPAIRMENT ALLOWANCES (CONTINUED)
(d) Impaired advances to customers (d) EFREER
As at
30 June 2018 31 December 2017
R-ZB-N\FXA=1A RZB—tF+=A=+—H
% of gross % of gross
HK$'000 advances HK$'000 advances
hERLE hER B
TER Aok FHT AL
Gross impaired advances  JFi{EE F 458 252,387 0.53 187,304 0.39

Impairment allowances PR EERELA
made against impaired ERRERE

loans (176,580) (155,963)
75,807 31,341
Amount of collateral held in FtFEEZEEH
respect of impaired loans  EBRLE 30,535 31,521
Impaired advances are individually assessed loans EENEIREREER B EREENRE
with objective evidence of impairment on an BETMHMAERBGHEHER -

individual basis.
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15. FIXED ASSETS 15. BEEE
Furniture,
fixtures and
Premises equipment Total
B4
L/ES HBRRME B
HK$’000 HK$’000 HK$°000
FExT FHET FHET
Cost or valuation BAESEE
At 1 January 2018 R=F—N&E—A—H 3,777,633 913,284 4,690,917
Additions ANE - 38,163 38,163
Disposals HeE - (3,851) (3,851)
At 30 June 2018 R=—Z—N\F
RA=+AH 3,777,633 947,596 4,725,229
Accumulated depreciation ZiHFE
At 1 January 2018 R=ZFT—N&E—A—H - 574,864 574,864
Charge for the period BN E (HiE7)

(Note 7) 32,982 36,138 69,120
Released on disposal HERD - (3,802) (3,802)
At 30 June 2018 R=-T—N\F

RNA=+H 32,982 607,200 640,182
Accumulated impairment  RitEERE

loss
At 1 January 2018 and R=ZB-—NF—B—H

30 June 2018 R=B-N\F

RA=+AH 15,733 - 15,733
Net book value SREFHE
At 30 June 2018 R-Z—N\F
ANA=+H 3,728,918 340,396 4,069,314
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15. FIXED ASSETS (CONTINUED)

Cost or valuation

At 1 January 2017

Additions

Disposals

Surplus on revaluation

Elimination of accumulated
depreciation on revalued
premises

At 31 December 2017

Representing:
Cost
Valuation - 2017

Accumulated depreciation

At 1 January 2017

Charge for the year

Released on disposal

Elimination of accumulated
depreciation on revalued
premises

At 31 December 2017
Accumulated impairment
loss

At 1 January and
31 December 2017

Net book value
At 31 December 2017

Fubon Bank & FBR1T
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15. BEEE (&)

Furniture,
fixtures and
Premises equipment Total
&AL
/S RENEE “azE
HK$'000 HK$'000 HK$'000
FET FET FHET
RAESREE
R-ZZE—+F—A—8 3,482,333 815,605 4,297,938
NE - 106,549 106,549
HE = (8,870) (8,870)
BEAH 356,489 - 356,489
HIHEM-YEZ
REHTE
(61,189) = (61,189)
RZZ—tF
+=A=+—8” 3,777,633 913,284 4,690,917
%3
BN = 913,284 913,284
HE-—T—tF 3,777,633 - 3,777,633
3,777,633 913,284 4,690,917
R E
R=T—t&—HA—H - 511,811 511,811
FRFTE 61,189 71,892 133,081
HERE = (8,839) (8,839)
EHEEMEZ
BEHTE
(61,189) = (61,189)
R-T—t4F
+=—A=+—8 - 574,864 574,864
RiDRERE
R—T—t&—H—H
BT —+%F
+=A=+—8 15,733 - 15,733
BREVEE
R-T—+4F
+=A=+—8” 3,761,900 338,420 4,100,320
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16. ASSETS HELD FOR SALE 16. HEHEZEE

50

In May 2014, the Group transferred two owned
properties situated in Hong Kong with carrying amount
of HK$92,669,000 from premises to assets held
for sale following the Bank’s decision to dispose of
the properties. In December 2014, the Group sold
one of the properties, with a carrying amount of
HK$47,225,000, at a consideration of HK$52,000,000.
A gain of HK$4,775,000 was recognised in profit
the year ended 31 December 2014. The Group is
committed to a plan to sell the remaining property.

The asset is measured at the lower of its carrying
amount and fair value less costs to sell at the end
of each reporting period. The carrying amount as
of 31 December 2017 of HK$43,900,000 (2016:
HK$42,700,000) represents its fair value less costs to
sell.

In May 2018, the Board of Directors approved the
disposal of one of the Bank's subsidiaries, which is
a licensed corporation registered with the Securities
and Futures Commission. The Bank then signed a Sale
and Purchase agreement with the acquirer. Although
completion of the transaction is subject to regulatory
approval, the Bank considers it is highly probable
that the transaction will be completed within one
year and thus all assets and liabilities related to this
subsidiary are presented under “Assets held for sale”
and “Liabilities associated with assets held for sale”
respectively.

Assets held for sale comprise the following:

R-T—WFERA - AEEREHEHURE
78 1Y R [ {8 /5 92,669,000 JT M I Y %
WHHEYEERERIEHEZEE - KT
—mFE+ZA  AEREL AT -HREER
47,225,000 7T &) ¥ % - X {& A52,000,000
BT SURBE—_Z—NWE+_-_A=+—H8
L % A R W 3R4,775,00058 7T 2 2k o A
EEEHTELERTWE -

AEEREREPREARAERAFEERD
ERRN(MELREERE)GFE - RN2F—+
F+ZA=+—H ' &RHE{E43,900,0007% T
(ZZ—7"% : 42,700,000/ ) iE R ERF
BEERHERA -

NZZ-N\EFAA  EFFHRHAEHEATES
—FMERR - A—FREFRPEEHER
ZEEBR 2 FIEAE o A1TE T RYEET #
EEEHGS - BERRXFIATHEEEREL
T ST - ATRE - R BHRAARER
—FATK - Bt - BRIEMBRRZAEE
ERBEED BN [FHEHEZEE | R [ E5F
EHEZEERMZABINZD) -

FELEZAEBE TSR

As at

30 June 31 December

2018 2017

R=ZB—-N\F R=T—+F

NAB=t+H +=A=+—8H

HK$'000 HK$'000

FHET FET

Property situated in Hong Kong RIREBZME 43,900 43,900
Account receivables and —MEM B A Rz YR &

other assets of a subsidiary HEMEE 367 -

44,267 43,900

Fubon Bank & FBR1T
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17. DEPOSITS AND BALANCES OF BANKS AND 17. RITAEREMUSRHBBZERR G
OTHER FINANCIAL INSTITUTIONS
As at
30 June 31 December
2018 2017
R=Z—N\F RZT—+F
ANA=+AH +=—A=+—8
HK$°000 HK$'000
FHET FET
Deposits and balances from banks RITRAZE 2 T R &b 8h 2,983,852 2,001,405
Deposits and balances from the HKMA R&E B2 FER N &S - 24,743
2,983,852 2,026,148
Amounts due to banks under [E1fE 173518 T BT ERTT
repurchase agreements BEW& ¢ 7,643,053 9,181,147
10,626,905 11,207,295
18. DEPOSITS FROM CUSTOMERS 18. EFEX
As at
30 June 31 December
2018 2017
R=-Z-—N\F RZZE—+F
ANA=+H +=A=+—8
HK$°000 HK$'000
FET FHT
Demand deposits and JEH R SRAE R
current accounts 14,075,145 14,174,871
Savings deposits REFR 1,379,607 1,499,752
Call deposits BAFR 4,451,966 4,571,802
Time deposits TEHTER 46,442,193 41,821,368
66,348,911 62,067,793
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19. SUBORDINATED NOTES ISSUED 19. ERTEREER

52

As at
30 June 31 December
2018 2017
RZB-—N\F R-Z—+tF
ANA=1H +=—A=+—A”
HK$'000 HK$'000
FERT FHET
US$200 million 6.125% RZB—TFHT
subordinated notes 200,000,000 L 8%
issued in 2010 76.125% WA ERIE 1,565,204 1,657,472

Subordinated notes with face value of US$200 million
(equivalent to HK$1,5669.5 million) and carrying
amount of HK$1,565.2 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.

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.

Fubon Bank & FBR1T

FIR-_ZE—ZF+-A=+TRBTEER
200,000,000 7T (#8& 74 73 1,669,500,00078
7 ) R BREE 4 1,565,200,000 % 7T K& 7 & Kt
MEAREAWRERE  ZRBERN_F_FF
+—A=+RB3H-

5 2 E RN ERBRRE (K BER KX
BRER)LEREZBETBRERERMMNE
o RTAR-E—=F—-—A—-HIZZ%& &
EARCSEERBAMARERAREREA
BRAABYE  ZBHARGLEEEA] -
R BEBEAEIR - WERERBETE
BRAITZRERME  WNERBRATZE
& BN FRERERRERL  AHRE
BREABEZERSER - BRIILYEBERE
SoHE o BERIAR A BERE 2 GISMERSN - A
TREBMLERERE 2 NREEHRERER
B =D EATE H MR E RARREEA RIEER
EaE(REERERZAB) TARSEZ -

ISR ERBIRFAE6.126%: R - BFF
S —R - W EEBAERE - BLFRE
RB 2 FMREHR5.625% @ BFEFX—
R o W ERERBABRKATIRR

Interim Financial Statements 20184 F1 BB 7 ¥R &



NOTESTOTHE UNAUDITED INTERIM FINANCIAL STATEMENTS
RSB BRI T

20. RESERVES 20. A&
As at
30 June 1 January 31 December
2018 2018 2017
R=-Z—N\F RZT—N\F R-E—+F
NA=+H —A—RB +=ZA=+—H
HK$'000 HK$'000 HK$'000
FERT FHET FHET
Regulatory reserve EE RS 529,733 499,093 499,093
Investment revaluation WEBHFEE(EER)
reserve (recycling) (5,601) (68,501) 446,556
Investment revaluation WEBLFEEGERER)
reserve (non-recycling) 485,730 332,998 -
Premises revaluation reserve #)% & hH G 2,531,181 2,556,112 2,556,112
Foreign exchange reserve SN (78,222) (9,637) (9,637)
Retained earnings RBHF 5,041,615 4,565,944 4,537,931
8,504,436 7,876,009 8,030,055

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.

BIRBES(RTEEDORT HRDAE
BAEEREEENEN o HEBLEDNE

FEHEERZBERRERNMREENBE -

21. ADDITIONAL EQUITY INSTRUMENTS 21. EHIRAEITER
30 June 31 December
2018 2017
—E-N\&F —T—+tF
NA=+H +=A=+—8
HK$'000 HK$'000
FHT FH#TT
US$193 million undated 193,000,0003 7T

non-cumulative subordinated EIEH IR R

additional tier 1 capital securities BEEIN—RELRFH 1,507,797 1,607,797

Fubon Bank & FBR1T
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21. ADDITIONAL EQUITY INSTRUMENTS 21. EHARETE(H)

54

(CONTINUED)

On 29 December 2017, the Bank issued undated
non-cumulative subordinated additional tier 1 capital
securities (“Additional Tier 1 Capital Securities”)
with a face value of US$193 million (equivalent to
HK$1,508 million net of related issuance costs).
The Additional Tier 1 Capital Securities are undated
and bear a 4.85% coupon until the first call date on
29 December 2022. If the Additional Tier 1 Capital
Securities are not redeemed, the coupon will be reset
every five years to a fixed rate equivalent to the then-
prevailing five-year US Treasury rate plus 2.61% per
annum.

The coupon shall be payable semi-annually. The Bank
has the right to cancel a coupon payment (subject to
the requirements set out in the terms and conditions
of the Additional Tier 1 Capital Securities) and the
coupon cancelled shall not be cumulative. However,
the Bank is stopped from declaring a dividend to its
ordinary shareholders unless the next scheduled
coupon payment is paid.

The principal of the Additional Tier 1 Capital Securities
will be written off up to an amount directed or agreed
with the HKMA if the HKMA notifies the Bank that
in the opinion of the HKMA, the Bank would become
non-viable if there were no write off of the principal.

The Bank has a call option to redeem all the
outstanding capital securities from 29 December 2022
or any subsequent coupon payment date, but subject
to restrictions set out in the terms and conditions.

Fubon Bank & FBR1T

RZZ—+F+=—A=+NB  KTEITE
T & /4 193,000,000 3 7T (40 Bk 48 B8 3 17 AK
A - $87E $1,508,000,0005% T ) H & 5| H A
FERFTEEBIN—MERT S ([EHI—RER
FH])  BH—REARZHET A BHH
485%EBR -HE-_T-_—F+-A=-t+Hh
BRME—REWA - BN —REABEY
FRMERERAFREEAES B RNF S
2.61% 2 EEFERER @ IEZSREETHF
EHET -

REALFXN R - RITERREIOEZ N
R (ZRRNEI — R EARE 572 R R ARAF
HE)  BUBMR BB RE - R - BRIk
THRESEEXN  BRATNERELER
BRRERE -

BNEERBART  HRBOTHASHET
WEH - ATREEEBLE  RIENRER
EHFOA R T AME - LRBREE RS
RREEFENEHE -

ATEANERREINR T -_—F+-A
ZTNAASEMERRESXMN A HBEEMAR
BEENBERES - RS THRERRIEEZ
R -
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22. 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:

Level 1:

Level 2:

Level 3:

Fubon Bank & FBR1T

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
techniques 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.

REEZ DB RRMET

22. eMIAZAFEE

(a

URPEBESRZEMTIA

AR EEGZRESE T AN EME
WS EMNE—ERRED - Bib—
REEXEN - AEEEAUTATEES
RABRFEE FHURATEESRRBR

FTEMMERCERBALE
F—%: MREIARERTS WS

WECREHE) -

BE-MABENEREN -
AEEnEABE IRE
(BB sk (ARAE
%) RO BBREEARTIT
EETHEEZTIA  BUT
ARERMH 2MSHRE
ANEERT %5 2 AR KR
TAZHE : IMBEEEH
BT EEREAERTISE
BEEMESZHEMMAER
i o

"
I
b2

I I K I AT #R 22 T 35 BUR A9
AERBEBHABECGERTE
ZWABR) - RIFEREE
ABESIANSHZGER
X o Y BEEHERMNE
FERNABEZEATAE
RBBHTAZHEREX
TEBZMAIA - ARG
ENTAR weEAERT
SRS IHESRITANTS
WE - HEEPFBEELIEA
BREZAERRBER  URBR
TREBMTAZEHZES
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS 22 eRMIAZNFEEGE
(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIRZ2SHMIE(E)
(continued)
The table below analyses financial instruments, TRIVUARFEBESR(AFEERELLS
measured at fair value at the end of the reporting B)DMRBERARUNAFLBEAZNS
period, by the level in the fair value hierarchy into BMITH:

which the fair value treatment is categorised:

Level 1 Level 2 Level 3 Total
1% - v by
HK$'000 HK$°000 HK$°000 HK$°000
FHET F#T FH&T FH&T
As at 30 June 2018 R=Z—N\&F
NA=+H
Assets &E
Trading assets RERSRBEE 1,996,268 - - 1,996,268
Derivative financial THESRMIA
instruments - 979,093 - 979,093
Equity securities EE AN FEER
designated at FVOCI  Hfh 2 E K&
2 PRARTE S 68 - 722,638 722,706
1,996,336 979,093 722,638 3,698,067
Liabilities =N
Trading liabilities RHERETZBE 1,996,268 - - 1,996,268
Derivative financial THEEMIA
instruments - 154,023 - 154,023
1,996,268 154,023 - 2,150,291
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS 22 SRMIBEZAFEEGE)
(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIRZ2SHMIE(E)
(continued)
Level 1 Level 2 Level 3 Total
E—H E E=R it
HK$'000 HK$'000 HK$'000 HK$'000
FH#ET FH#ET FH#ET FHET
As at 31 December R-T—+F
2017 +-—A=+—H
Assets BE
Trading assets BERSHAREE 1,846,823 = - 1,846,823
Derivative financial PTESBMTA
instruments - 705,165 - 705,165
Available-for-sale A ESREE
financial assets 15,741,031 15,956,289 546,340 32,243,660
17,587,854 16,661,454 546,340 34,795,648
Liabilities afE
Trading liabilities THEETNZBE 1,846,819 - - 1,846,819
Derivative financial PTESmMIA
instruments - 228,216 - 228,216
1,846,819 228,216 - 2,075,035
During the year 2017, there were transfers of R-T—EFFE - AR EERTS L&
financial instruments from Level 1 to Level 2 of EHABRIAE  ETEeRIAHAT
the fair value hierarchy as active markets cannot BEERE BEBEE_H - N_Z%
be identified for identical instruments. There was —N\FFE  FERZELEES -
no such transfer for the year 2018.
(i) Valuation of financial instruments with () FAEATABRSEZ2HTA
significant unobservable inputs f&1E
The following methods have been applied INTHZEERAREEATEBESER
in determining the fair values of financial FIE=RTZEMITAZAFEE
instruments under Level 3 of the fair value
hierarchy:
() The fair value of unquoted equity (i) BREMBZRALEZAFE
investments is estimated, if possible, BEIRAITER T EREMU L
using the applicable price/earnings ratio MRBIZ TR EFEE R M
for similar listed companies adjusted TZEEBRETRT &
to reflect specific circumstances of the
issues; and
(i) the fair value of unlisted investment (i) FETREESZAFEER
funds is estimated using the net asset NZEES 2 EBBEBNEE
value as reported by the managers of FEEITE -
such funds.
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS 22 SRMIBEZAFEEGE)
(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIRZ2SHMIE(E)
(continued)
(i) Valuation of financial instruments with (i) FHAEATABREBE 2/MTA
significant unobservable inputs (continued) 118 (4%)
The following table shows a reconciliation TREJRTFBEZRFIEE=R
from the beginning balances to the ending TAFEBEFAEZHINEHETHR
balances for fair value measurements in Level R R

3 of the fair value hierarchy:

Equity securities
designated at FVOCI

EEAATLEER
Hih2ENETTEZRAHESE
As at
30 June 31 December
2018 2017
R=B—N\F R=F—+tF
NA=+H +=A=+—8
HK$'000 HK$'000
FH&T FHET
Assets &E
Beginning of the period ) 546,340 -
Purchases BE 2,528 -
Sales e (9,142) =
Changes in fair value recognised 1 E #h % E 25 N R
in other comprehensive ZAFEEEZS
income 182,912 -
Ending of the period HiR 722,638 -
Total gains or losses for the RBERRBEZEE
period included in other FTAEMEE AR
comprehensive income for RIHA U 2 Bk
assets held at the EiaseRE
end of the reporting period 182,912 -
Total gains or losses for the RBERRBEZEE
period included in profit or AR R
loss for assets held s stk
at the end of the
reporting period 6,840 -
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS 22. SMIAZAVEEE)

(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIRZ2SHMIE(E)
(continued)
(i) Valuation of financial instruments with (i) FHAEATABREBE 2/MTA
significant unobservable inputs (continued) 118 (4%)

Available-for-sale financial assets

AHHESHEE
As at
30 June 31 December
2018 2017
R-B-NF REZT—+F
A~A=1+A +=A=+—8
HK$'000 HK$'000
FHExT FET
Assets &E
Beginning of the period EE) - 234,548
Purchases fEE - 4,646
Sales HE - (15,215)
Changes in fair value recognised 7EiE#zRAHER
in profit or loss: AT EEEE :
— Impairment losses on — A HESR
available-for-sale financial BEZREEE
assets - (1,286)
Changes in fair value recognised 7EH 2 E U zER
in other comprehensive income R 2 AFBEEE) - 323,647
Ending of the period HR - 546,340
Total gains or losses for the RBEIRBEZEE
period included in other AR EEKEZ
comprehensive income for AR s sk S 1R a R
assets held at the end of
the reporting period - 323,647
Total gains or losses for the RBEBRIBZIEZEE
period included in profit or loss s ABEERZ BR
for assets held at the end of the  Ytafsk 518485
reporting period - 7,216
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS 22 SRMIBEZAFEEGE)
(CONTINUED)
(a) Financial instruments carried at fair value (a) UAFEEIRZ2SHMIE(E)
(continued)
(i) Effects of changes in significant (ii) BEATAEISRREG LB B Al 7T
unobservable assumptions to reasonably BEREERRZZE

possible alternative assumptions

Although the Group believes that its BEASEMBEFEATFEEGHB
estimates of fair value are appropriate, the BE AR A AR BRR A AL E
use of different methodology or assumptions BAFEBENTREGgE - AFE
could lead to different measurements of fair BEERE=HTRAFEEFEM
value. For fair value measurements in Level AR SYUTFHBNEEFE
3 of the fair value hierarchy, a 10% change [EE 5 AEE)10% 0] EE £ T 5
in either direction in the net asset value -2

reported by respective counterparties would
have the following effects:

Effect on Effect on other
profit or loss comprehensive income
HIERRNPE HEMZARENTE

Favourable Unfavourable Favourable Unfavourable
AREE FHEE BREE FHEE

HK$000 HK$'000 HK$'000 HK$"000
TiEn TiEn TEn TEn
As at 30 June 2018 R-B-N\&
AA=TH
Asset BE
Equity securities EEAATEER
designated at FVOCI Hb2ERE
HEZRAES - - 72,264 (72,264)
Effect on Effect on other
profit or loss comprehensive income
HEGRNTE HEMEARRNTE
Favourable  Unfavourable Favourable  Unfavourable
BHEH THEH BHEH THEH
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FHT
As at 31 December 2017  R=Z—+4%
+-A=f+—-A
Asset B
Available-for-sale financial ~ A& SEEE
assets = (907) 54,634 (63,727)
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22. 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)

(ii)

(iii

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;

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

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.

(iv) the fair value of debt securities measured at

amortised cost 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.

Fubon Bank & FBR1T
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22. ST AN PEEGE)

(b) EUAFEEIIRZEMTAZAF
fBE

THHERBEABRREERAREEN TR
JIRZ eI AZ ATEE :

() BREUFFRESEHRZIEE
RPZAFEERRBREHRA R
FEREH

(i) BRFIEEMTIARERZAFE
BEROEEESH BEEATEE
EERY T RELERTARE
REEEEBZ2E8(L  HRREER
Rz B8ERaREERERAY
BEABRAEBERBESETU
R R

(i) BHESERRABHERAFIRZ
BEENATEEREBLRERR
2SN EBIBEERZRET IS
MEMHHE AN EERBRZEE
ERARESERAFEEARR
BEEEREESRETAEERR
REETAATEERT REEAS
NEERZEEEEZE -

(V) KA BHES2AT
BESSEASETEET - #i%
ALEZTHEE - AT E R
G AT BIE -
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22. FAIR VALUES OF FINANCIAL INSTRUMENTS 22. eMIBAZAFEEE)
(CONTINUED)
(b) Fair values of financial instruments carried at (b) UAFEEIEREZEMITAEZAF
other than fair value (continued) EE (&)
The carrying amount of the Group’s financial NEBURAREEE AN EZSRITE
instruments carried at cost or amortised cost are ZHERAEEAR - N\FNA=+ER
not significantly different from their fair values as 2+ F+-A=t—BzAFEEYL
at 30 June 2018 and 31 December 2017 except as BEAER - WLATABIBRS -
follows:
As at 30 June 2018
R=E-NFXB=1H
Carrying
amount  Fair value Level 1 Level 2 Level 3

RESE AVEE -8 et $E=R
HK$'000  HK$'000  HK$'000  HKS$'000 HK$'000
FEL TET FET TEx FET

Financial assets PREE
Advances to customers REEK 2,541,144 2,593,390 - 2,593,390 -
Debt securities measured AR ARG E 2
at amortised cost BEBES 35,079,801 35,279,667 6,145,073 29,132,594 2,000
Financial liability PHEME
Deposits from customers BEEH 46,442,193 46,993,364 - 46,993,364 -
As at 31 December 2017
RZZ—+FE+-A=+-H
Carrying
amount Fair value Level 1 Level 2 Level 3
EHEH AFEE £ 1 E=H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET ThET FHT T FAT
Financial assets PHEE
Advances to customers EFER 2,469,962 2,329,606 - 2,329,606 -
Held-to-maturity investments #ZZ|8iz& 1,561,796 1,617,498 - 1,617,498 -
Financial liability PHEE
Deposits from customers EEER 41,821,368 42,107,357 - 42,107,357 -
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23. CONTINGENT LIABILITIES AND 23. AARBBERAIE

COMMITMENTS

(a) Credit related commitments and (a) BEEEBZAERIAEE
contingencies
Credit related commitments and contingencies HE{EEH M2 AR RIER BIEF&NIE
include acceptances, letters of credit, guarantees B ZHE BRIANZRE - FFE2
and commitments to extend credit. The risk BEREA FHEATFREERZEERR
involved is essentially the same as the credit risk R AHSEEREASORETRRIKE
involved in extending loan facilities to customers. BEBENRSFAERR 2 85 - AN%E
The contractual amounts represent the amounts B A S IE AR IR BT IR - WA Y
at risk should the contract be fully drawn upon SR ETERKRRERE ©

and the credit default. As the facilities may expire
without being drawn upon, the contract amounts
do not represent expected future cash flows.

As at
30 June 2018 31 December 2017
R-Z-NEXA=1+A RZZ—tF+=-A=+—HR
Credit risk- Credit risk-
Contractual weighted Contractual weighted
amounts amounts amounts amounts
FERR FERR
aneE mELE atemE miEeE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FAT FAT
Direct credit substitutes HEEEBRER 119,775 119,775 138,170 138,170
Transaction-related B SEM2HAEE
contingencies 28,453 14,227 16,172 8,086
Trade-related contingencies & 5A/ 2% AER 720,324 144,065 734,248 146,850
Undrawn loan facilities AEBZ ERER
- which are unconditionally — — ATE &1 0 EUH
cancellable 25,859,821 - 25,619,171 -
- with an original maturity ~ — RETEIHREIR &
of up to one year HE—F 6,029 1,206 8,721 1,744
- with an original maturity  — RETEIHREIR &
of more than one year —FUE 2,204,005 1,094,648 2,219,450 1,103,476
28,938,407 1,373,921 28,735,932 1,398,326
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23. CONTINGENT LIABILITIES AND
COMMITMENTS (CONTINUED)

23. AREEREE(H)

(b) FHEARE

(b) Lease commitments

The total future minimum lease payments under AAIBUHEERE T 2Rk RFEENES

non-cancellable operating leases are payable as EEEIR ¢
follows:
As at
30 June 31 December
2018 2017
R=Z—N\F RZT—+F
NA=TH +=—A=+—8
HK$'000 HK$'000
FHExT FET
Properties: L E3
— Within one year ——FR 25,586 25,612
— After 1 year but within 5 years ——ERFM 34,064 33,645
— More than 5 years —RAFENULE 7,718 10,880
67,368 70,137

(c) BEAREE

(c) Capital commitments

Capital commitments for the purchase of RmEBHRARNMBREANRE 2B BB

equipment and unlisted equity securities Bk RIE T IRAFE S 2 K H B E A
outstanding as at the end of the reporting period BT -
not provided for in the financial statements were
as follows:
As at
30 June 31 December
2018 2017
R=B-—N\F RZT—+F
NA=TH +=A=+—H
HK$'000 HK$'000
FExT FHT
Contracted for BETAH 237,278 242,280
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23. CONTINGENT LIABILITIES AND 23. REBERAEE (HF)

COMMITMENTS (CONTINUED)

(d) Contingent liability in respect of a legal claim (d) BREEERENRIARERE
The Group is involved in a lawsuit where AEBRBE_E—XRF+-_A=1+—H
judgment was issued against the Group during IEES R — R ERNER 2 HRAF
the year ended 31 December 2016. Related A o R E—FEHERARMEE REERA
compensation and legal costs of HK$100 million 100,000,000/ 7T © A& B B 1R F il
were recognised in prior year. The Group has MEMRERFESERILSHARA
filed a Notice of Appeal while the Plaintiff also & o WRBFIRRE B - ATALE RN
filed a Respondent’s Notice regarding the {5 73,000,000/% 7T & Fl) 8. (#E5A7] S 1
compensation amount. Additional compensation ) BBEARER  EETZAAAREH
of HK$73 million and interest, which cannot be EERBEE—SEE - Bt wEs
reliably estimated, may be incurred should the FRAATER B IMNESS o

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 recognised for this lawsuit.

24. MATERIAL RELATED PARTY TRANSACTIONS 24. EXBEEFRS

During the period, the Group entered into a number A - REEEESRERA R R EMREES
of transactions with its ultimate holding company and FEVZIERS « ELXHEREBBITER
other related parties. These transactions were entered ZBEEFBRRIL - BFECTRR)EE -
into in the ordinary course of the Group's banking SRITRIEFRMEETR - HERITR S RINER
business and included, inter alia, lending, placement 5 ZEXGUETEXR R 2 HETHEXR
of interbank deposits, correspondent banking EE - WiREAREBHAREFHEMOZZHFHT
transactions and foreign exchange transactions. The REEZRAIGTET EERA  ZERSH
transactions were priced at the relevant market rates TR — MR R ERET L ©

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.
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24. MATERIAL RELATED PARTY TRANSACTIONS 24. EXBAEEFRZ ()
(CONTINUED)
Information relating to income and expenses from BRHMANBESSRELS 2 WS RPN RE R
related party transactions during the period and MAEEREEREHYNT :

balances outstanding as at the end of the reporting
period is set out below:

(a) Income (a) WA

For the six months ended

30 June 30 June
2018 2017
S Hz
—E-N\F —T—+F
NA=t+HL ANA=+HIE
28R ZNER
HK$'000 HK$'000
FH&T FHET
A fellow subsidiary IZES 00 NG
Fee and commission income ERARASKRA 11,333 14,683
(b) Placement of deposits (b) B
As at
30 June 31 December
2018 2017
R=-B—NF R=F—+F
AB=t+H +=A=+—H
HK$'000 HK$'000
FET FET
A fellow subsidiary (ZES NG
Cash and short-term funds RekEHES 23,378 12,993
A fellow subsidiary (ZES NG
Accrued interest and other assets RS REMEE 434 312
There was no impairment allowance made against it B B 5 % T ORI R (B A o
the above placement of deposits with related
parties.
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24. MATERIAL RELATED PARTY TRANSACTIONS 24. EXBAEEFRZ ()
(CONTINUED)
(c) Acceptance of deposits (c) BEHRTFER
As at
30 June 31 December
2018 2017
R=ZB—-N\F R=T—+F
ANA=t+H +=A=+—8
HK$'000 HK$'000
FHET FET
Ultimate holding company ERARPERR 22 ]
Deposits from customers BEER 551 551
Fellow subsidiaries A B 2 7]
Deposits and balances of banks and RITRHE A& B
other financial institutions Gk 17,564 36,503
Fellow subsidiaries IGES -G
Deposits from customers BEFER 338,571 309,089
Other related parties A RgEx
Deposits from customers BEER 325,434 217,759
Fellow subsidiaries B ZHTE X Al
Other liabilities Hib B & 414 364
(d) Financial instruments (d) €T E
As at
30 June 31 December
2018 2017
R=-Z—-NF R-T—+tF
AA=+H +=A=+—H
HK$'000 HK$'000
FHET FHT
A fellow subsidiary IGES ) PG
Derivative contracts (notional principal) T84 (HEASL) 380,606 378,923
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(A) CAPITAL RATIO (A) ERL=ER
As at
30 June 31 December
2018 2017
RZB-N\F R=ZF—+tF
~NA=t+H +=—A=+—~H
Total capital ratio BB R 18.56% 19.42%
Tier 1 capital ratio — B R 14.82% 15.42%
Common Equity Tier 1 EBRA—RERE R
("CET1") capital ratio 12.45% 13.08%
Capital conservation buffer ratio FEBEEHEAR L X 1.875% 1.25%
HK$'000 HK$'000
FRET FAT
Tier 1 capital —REX 9,427,362 9,671,328
CET1 capital LA — A AR 7,919,565 8,202,763
Total capital wER 11,804,076 12,182,359
Total risk-weighted amount BEf L& E 63,606,427 62,717,439
The calculation of the above ratios is illustrated as Pt E 2 HEHIRMAT
follows:
Total capital . BWEK
Total capital ratio = BERLE = ——
Total risk-weighted amount BB MER S E
Tier 1 capital ) —REX
Tier 1 capital ratic = —REAREE = -
Total risk-weighted amount ERELEEE
CET1 capital EEPA— ERRA-RER
CET1 capital ratio = N = T
Total risk-weighted amount b b= BB IERE E
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(A) CAPITAL RATIO (CONTINUED)

The capital ratios as at 30 June 2018 are computed on
a consolidated basis which comprises the positions
of Fubon Bank (Hong Kong) Limited and Fubon Credit
(Hong Kong) Limited (“FCHK") as required by the
HKMA in accordance with section 3C(1) of the Banking
(Capital) Rules (“the Capital Rules”) for its regulatory
purposes.

The basis of consolidation for accounting purposes
of the Bank is in accordance with the HKFRS and is
different from the basis and scope of consolidation for
the calculation of capital ratios. FCHK is included in the
consolidation for accounting purposes. Subsidiaries

REBZH A EER

(A) ERLLR(E)

RZE-NFAA=+R - BRLEZREL
AEENE  ZEEOFELERAREETAMN
REZBART(FE)ERRAREAYH
(FE)ERRR(ERHB )RR - WIER
CRITE(ER)RAD(TEARRAN L) F3C()E

TEARITEA B2 iR A B EEFB U RELE
Al—8 BERNRAEERLEZGAEER
&E - FEit BNESEAATHNE - (FE
FTEMESAABTEEARL XHREGAT
AZHBRRRINMOT :

included in the consolidation for accounting purposes
but not included in the consolidation for the calculation
of capital ratios are set out below:

As at 30 June 2018 As at 31 December 2017
R=ZB-NEAA=1H R_Z—+tF+-_A=+—8H
Total assets Total equity Total assets  Total equity

Name of subsidiaries Principal activities

WEAR SR TEEK BEAE R AE BERE SRR
HK$000 HK$'000 HK$'000 HK$'000
FERT FET FET FET

FB Securities (Hong Kong)  Securities broking

Limited 168,523 92,372 157,451 69,168
BIREF(BB)ERAA BHER
FB Investment Management Fund management

Limited 10,671 8,337 21,988 19,455
EIRBEEEEARAA] HeER
Fubon Insurance Brokers Insurance broker services

Limited 4,022 1,761 3,209 1,711

EARBERARAR RRAE 42 RS
Fubon Nominees Nominee service 3,916 144 3,858 146
(Hong Kong) Limited KREARS
Admiralty Finance Company Company secretarial
Limited 63 63 63 63
BEMBERAR NERE
Aquarius (Nominees) Inactive
Limited w2 6 6 6 8
187,201 102,683 186,575 90,549
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(A) CAPITAL RATIO (CONTINUED) (A) EARLLR(F)
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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 20, 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.

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.

The Group issued a separate set of disclosure
statements, namely “Pillar 3 Regulatory Disclosures”,
in conjunction with these interim financial statements.
The Pillar 3 Regulatory Disclosures statement contains
information required to be disclosed under the
Banking (Disclosure) Rules that are not included in
these interim financial statements and is prepared in
the format and templates specified by the HKMA. It is
published under the “Regulatory Disclosures” section
on the Group's website (http://www.fubonbank.com.hk).
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AT LB AR 2 BT RIEA AR A S
WBBA — A A I - Wi EARLER
FEHEG A S E— 85 2 ATHBAR -
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SRR (M E20PT R ER) - AEREEE - R
BZEBHEEASERLERRERBBR
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

LEVERAGE RATIO (B) HE#REE=R
As at
30 June 31 December
2018 2017
RZB-—N\F R-Z—+tF
ARA=+E  ftZA=t—H
Leverage ratio AR & 9.19% 9.73%
HK$’000 HK$'000
FERT FAET
Tier 1 capital —REAR 9,427,362 9,671,328
Exposure measure R ERT 2E 102,637,841 99,417,202
The calculation of the above ratios is illustrated as itttk R ZEHESRI S ¢
follows:
i Tier 1 capital —RER
Leverage ratio = B & = e —
Exposure measure EBAET2E
The Group calculates the leverage ratio on the same AREERM A MBENGTEE KL XER
consolidated basis as the calculation of capital ratio as A G EESEIERL R -
disclosed in Note (A).
COUNTERCYCLICAL CAPITAL BUFFER RATIO (C) ZRAMBEFHEARL =
As at
30 June 31 December
2018 2017
R=-Z-—N\F RZT—+F
ANA=+H +=A=+—8
Countercyclical capital buffer ratio YEHAEEE AL 1.611% 1.080%
The Group calculates the Countercyclical capital buffer AEEZMFATEENGFEERN L XRIER

(“CCyB") ratio on the same consolidated basis as the NEGEEFEYRBEFERLE -
calculation of capital ratio as disclosed in Note (A).
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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;

— 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;
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(D) LIQUIDITY RISK MANAGEMENT (CONTINUED)

- 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.

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.
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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.

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.
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(D) LIQUIDITY RISK MANAGEMENT (CONTINUED)

The management of funding and liquidity risk
(continued)

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.

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 liquidated to meet funding
needs in the initial phase of liquidity stress.
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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.

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.
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(D) LIQUIDITY RISK MANAGEMENT (CONTINUED)

The management of funding and liquidity risk
(continued)

Contingency funding plan (Continued)

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.

Liquidity maintenance ratio under the Hong Kong
Banking Ordinance

The Group’s average liquidity maintenance ratio for
the period ended 30 June 2018 was well above the
statutory minimum ratio of 25%.

Average liquidity maintenance ratio

The average liquidity maintenance ratio for the
period ended 30 June 2018 is computed as the
arithmetic mean of the average value of each calendar
month’s average ratio as reported in the “Return
of Liquidity Position of an Authorised Institution”
(MA(BS)1E) calculated in accordance with the Banking
(Liquidity) Rules for regulatory purposes. The liquidity
maintenance ratio is computed on a consolidated
basis which comprises the Bank and Fubon Credit
(Hong Kong) Limited as designated by the HKMA for
regulatory purposes.
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2018 2017
R=Z—N\F RZT—+F
NA=TH +=—A=+—8
% %
51.36 50.52

BE—Z- \FXRA=THLHRNTERS
Iﬁ”ﬁ—rkbiﬁlﬁlfﬁ?ﬁﬂ:fﬂﬁﬁfﬁ?i’]
ExtE - MEEEAFHLERRE (RITE
ORBM)RANDETEEE - WRA[BATHE
BREE MR IREK(MABS)1E)F R
HFER - MBUARSLRIZEEERAET
EERENBREATRERUBE(BE)ARA
RIEARREAERETH o
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

(E) OVERDUE AND RESCHEDULED ASSETS (E) BHAIRKEEAEE
(i) Overdue advances to customers (i) BBREFENX
As at

30 June 2018 31 December 2017
R=ZB-N\EXA=+AH R=T—tF+=-A=+—H
% of total % of total
HK$'000 advances HK$'000 advances
hERBH IHESRERE
Fix ZHEDL FHT ZED

Gross advances to BFERBREZ RS
customers which HABHEE

have been overdue
with respect to either
principal or interest for

periods of:
— 6 months or less but  —AASKIAT
over 3 months H=EANKE 4,026 0.01 3,469 0.01
— 1 year or less but over ——% AT
6 months HE7SE A A 7,495 0.01 5,329 0.01
— QOver 1 year ——FUE 142,752 0.30 147,918 0.31
154,273 0.32 156,716 0.33
Covered portion of BHEERERDN
overdue loans and BEMESD
advances 9,136 11,005
Current market value of FEHEE RERH
collateral held against ~ BEMLHEHEEH
the covered portion ERREORITHE
of overdue loans and
advances 21,883 27,007
Uncovered portion of BHEERERDN
overdue loans and EFREHD
advances 145,137 145,711
Individually assessed HAEBEB=EA
impairment allowances 2 E#ET{EZ [ERI
in respect of advances  FH&RERE
overdue for more than
three months 135,752 144,982
Collateral held with respect to overdue loans MRS RS mBE A ERRTEES
and advances are mainly residential properties, e (TR RRgEYE -
residential car parking space and commercial
property.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

(E) OVERDUE AND RESCHEDULED ASSETS
(CONTINUED)

(i) Rescheduled advances to customers

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:

REBZHAMEER

(E) BHRKEAEE(F)

(i) EEERINEFER
EEEFRANERRESEHRINREME

‘B MAEE=ERNEMERRERT
B WA

As at

30 June 2018 31 December 2017
R=B-NEXA=+H WK_T—+F+-A=+—8
% of gross % of gross
HK$'000  advances HK$'000 advances
hERERE hESREE
FHET ZHESL FHT 2B

Rescheduled advances & F &R

to customers BEEXR 4,632 0.01 7,993 0.02

(F) GEOGRAPHICAL ANALYSIS OF GROSS
LOANS AND ADVANCES TO CUSTOMERS

(F) MBS THEFERRERBE

As at 30 June 2018
RZB-NFEXA=1H
Impaired Individually
Gross Overdue loans assessed
loans and loans and (individually impairment
advances advances determined) allowances
BRR BB ER HEER ERAE
BEREHE RER (BRI E) AERE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Hong Kong B 41,736,742 102,012 126,061 96,200
China q: 5,213,757 52,261 52,261 43,685
Other H fth 3@ 1,020,061 - 74,065 36,695
47,970,560 154,273 252,387 176,580
As at 31 December 2017
R-_ZB—tF+=-A=+—H
Impaired  Individually
Gross Overdue loans assessed
loans and loans and  (individually  impairment
advances advances determined) allowances
fERk EBRHER HEER (EhlEEED
B REZ  (ERIEE) B
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET THET FHET
Hong Kong B8 39,888,508 99,400 129,988 98,647
China FE 7,180,337 57,316 57,316 57,316
Other Hithth[E 803,503 - - -
47,872,348 156,716 187,304 155,963

Fubon Bank & FBR1T
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

(F) GEOGRAPHICAL ANALYSIS OF GROSS (F) RBEAITNEFERREREEE)
LOANS AND ADVANCES TO CUSTOMERS
(CONTINUED)
The above geographical analysis is classified by the LA Fsu@E D ATIRIE KA BT - Kt E R E
location of the borrowers after taking into account the BrEmEly c —Mms @ EEFRNERAFRE
transfer of risk. In general, risk transfer applies when WEERXSHFH IR - AIEREEEERA
a loan is guaranteed by a party situated in an area HFfEE - LELHEFERNEREEE10%
different from the counterparty. Only geographical KA EEMEA GEHIRE -

segments constituting 10% or more of the gross loans
and advances to customers are disclosed.

The collective impairment allowance is not allocated FARBERELES KT EMER S -
to any geographical segment.
(G) NON-BANK MAINLAND EXPOSURES (G) FE A IEIRITHE RS
The analysis of non-bank Mainland exposures FEAMIFRITEZ RRIZSERBBERIEAR
includes the exposure of the Bank and certain of its TREETHEBARRBRE DT
subsidiaries on the basis agreed with the HKMA.
30 June 2018
—B-\E¥xA=t+H
On-balance Off-balance
sheet sheet
exposure exposures Total
EEAB/RA BEEE/RN
ZEB 2R B
HK$'000 HK$'000 HK$'000
FEr TEn TER
Central government, central PRER - PREFNESR
government-owned entities and ZERIRENBARR
their subsidiaries and FAEAR
joint ventures (JVs) 9,891,636 49,376 9,941,012
Local governments, local WHB - A REES
government-owned entities and 2 EEIAREHBAF
their subsidiaries and JVs AEAR 2,417,284 - 2,417,284
Companies incorporated in RebBER MR Z
and PRC nationals residing ARIREERTENMZ
in Mainland China FEAR 4,773,051 191,805 4,964,856
Companies incorporated REHZEERRTE
outside and PRC nationals residing  puith 2 5 B At A 9h
outside Mainland China where the /& sEA 7 2 A7 &
credit is granted for use in BEREHEERZ
Mainland China HEAR 1,486,794 145,180 1,631,974
Other counterparties where K IRBERKRARE
the exposures to whom are M IERITE 2 B
considered by the Bank to ZEMRHHF
be non-bank Mainland China
exposures - - -
Total ikl 18,568,765 386,361 18,955,126
Total assets after provision BEAECIRER) 101,538,605
On-balance sheet exposures as BEBERNZ ARG
percentage of total assets BEAEZADH 18.29%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

(G) NON-BANK MAINLAND EXPOSURES (G) FE At IERITE 2 AR (F)
(CONTINUED)

31 December 2017
—T—+F+=ZA=+—H

On-balance Off-balance
sheet sheet
exposure exposures Total
BEABRA BEABRI
Z Rk 2 Bk k]
HK$'000 HK$'000 HK$'000
F#T FHT FHET
Central government, central FREfF « FREFTFHE
government-owned entities 7 T2 LA K& H B A &
and their subsidiaries and XN
joint ventures (JVs) 9,486,485 102,285 9,588,770
Local governments, local 7B © 05 BT
government-owned entities 7 T2 LA K& H KB A &
and their subsidiaries XN
and JVs 2,435,818 - 2,435,818

Companies incorporated in 7 B Rt s AL 2

and PRC nationals residing AR REEAHEAH,

in Mainland China ZHBERR 5,174,078 313,971 5,488,049
Companies incorporated REHZEERANPE

outside and PRC nationals  Ath 2 1 Bl st LASH

residing outside Mainland @R 2 A& &

China where the creditis  EERBEBEZ

granted for use in FEAR

Mainland China 2,346,627 120,393 2,467,020
Other counterparties where #7732 &HEMR AhEH

the exposures to whom R IERITHEZ

are considered by the Bank Rz EM5HF

to be non-bank Mainland

China exposures - - -

Total wam 19,443,008 536,649 19,979,657
Total assets after provision &EAE(IGEE) 97,558,600
On-balance sheet exposures ZEE&EXRAZEBKIE
as percentage of total assets BEMEZ B 19.93%
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

(H) CURRENCY CONCENTRATION (H) )i RE
The Group’s net positions or net structural positions in REBERNIINENFRBEIFEBIERRE
foreign currencies are disclosed as follows when each (RFTEE B IMNE S REENAB LA REFEDN
currency constitutes 10% or more of the respective 10% KA £ - BT -

total net position or total net structural position in all
foreign currencies:

As at 30 June 2018
R=-ZB-NFEXA=+H

Other Total
Chinese foreign foreign
Equivalent in HK$ million US dollars renminbi currencies currencies
BEETEE EY AR Hip ot SRR
Spot assets HEEE 33,940 2,352 9,013 45,305
Spot liabilities REAE (29,011) (1,994) (8,712) (39,717)
Forward purchase REIEA 6,714 1,464 3,397 11,575
Forward sales REEW (10,348) (1,766) (3,700) (15,814)
Net option position HARE R R R - - - -
Net long/(short) position & /(%2 )#& %% 1,295 56 (2) 1,349
Net structural position HEEEARFE - 1,975 - 1,975
As at 31 December 2017
RZT—+F+=A=+—H
Other Total
Chinese foreign foreign
Equivalent in HK$ Million US dollars renminbi  currencies  currencies
BEBTEE EVH AREE H oM SN R
Spot assets BEEE 33,853 3,147 10,572 47,572
Spot liabilities REARE (27,964) (2,847) (9,026) (39,837)
Forward purchase BHEIE A 7,467 722 3,049 11,238
Forward sales EEH (12,299) (983) (4,595) (17,877)
Net option position HARE R RIFRE = - - -
Net long position REFE 1,057 39 - 1,096
Net structural position HEEtEe RS - 1,399 - 1,399
The net option position is calculated on the basis of AR ERE B EHES O [1SREmE
the delta-weighted position of options contracts. The HEIBEEFH - HEERBIERTHIEN
structural position represents the Bank’s investments BN AIHIRE ©
in an overseas associate.
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

(1) INTERNATIONAL CLAIMS () EERE

The Group's country risk exposures in the tables RIBRTEWE)RAY  UTEAEEZH
below are prepared in according to the location REBRSN - D2RBREERBEMBRAIZ
and types of the counterparties as defined by RHEHFRNAELRERSE - BREES
the HKMA under the Banking (Disclosure) Rules. EEEABRANRKREAE  BIXBEHFFFR
International claims are on-balance sheet exposures EERSWEEESBEIEA MAKRERER
to counterparties based on the location of the =melT  HANBEMAEE 2 EHEE
counterparties after taking into account the transfer of HE R AN 2 SNEE (A o

risk, and represent the sum of cross-border claims in
all currencies and local claims in foreign currencies.

International claims attributable to individual countries BRI ERKMEE T REBREZ R AER
or areas not less than 10% of the Group's total FERERATETL10% 2 B E#ES N
international claims, after recognised risk transfer, are T

shown as follows:

As at 30 June 2018
R=B-N\FXA=TtH
Non-
Non-bank Financial
Official financial Private
Figures in HK$ million Banks sector institution Sector Total
FRT Fem
HFUEBETRS $RIT BEEEE SRR AABE mm
Counterparty country/ REHENER/
jurisdiction AR
Developed countries BERR 10,957 18 77 100 11,152
Offshore centres BEEP L 951 - 3,227 13,203 17,381
- of which: Hong Kong —He : FE 314 - 2,991 12,097 15,402
Developing Asia and BRAHTMA
Pacific AEFH R 12,072 338 1,650 9,240 23,300
- of which: China —H  hH 9,343 338 1,650 8,561 19,892
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UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION
REFRH TN BER

() INTERNATIONAL CLAIMS (CONTINUED) (1) EIPRERE(E)

As at 31 December 2017
RZTB—+F+=-A=+—8

Non-
Non-bank  Financial
Official financial Private
Figures in HK$ million Banks sector institution Sector Total
FEIRAT SR
T UABBITZY /1T EBEAHKE SRWE AARE waE
Counterparty country/ RS FHER
jurisdiction AERER
Developed countries FERR 12,753 18 80 29 12,880
Offshores centres BERER L 544 - 3,387 11,976 15,907
- of which: Hong Kong ~ — £ : &4 113 - 3,149 11,030 14,292
Developing Asia and R H) M
Pacific KEF 30 [& 12,167 401 1,536 9,713 23,817
— of which: China —He : hE 9,669 401 1,536 9,030 20,536
(J) REPOSSESSED ASSETS AND ASSETS (J) KEEERRBEEGRMESEE
ACQUIRED UNDER LENDING AGREEMENTS
The total repossessed assets and assets acquired RZT-—NFARA=+AH  AEEZKBEEE
under lending agreements of the Group as at 30 June MIREREBREEEEL(ER11,500,000%
2018 amounted to HK$11,500,000 (31 December T(ZF—+tF+=A=+—H : 40,700,000
2017: HK$40,700,000). I °
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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 (©/,..,./.
Sheung Wan

North Point

Taikoo Shing

Western District (043,

Fubon Bank & R1T

BANK NETWORK
RITRHE

BIREE

BBRIR

=8B 3855

BHRITAE

B ¢ (852) 2842 6222

{55 : (852) 2810 1483

#4t - www.fubonbank.com.hk

300 PN

ERNB(FR)ERARA
E 54 ¢ (852) 2806 7228

ERFESF(FRB)ARARA
E5h ¢ (852) 3767 6067

ERREEEARLH
E5h ¢ (852) 2842 6222

ERRBERARL
E5h ¢ (852) 2842 6237

Fubon Nominees (Hong Kong) Limited
B 55 - (852) 3767 6067
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HERAIT*
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S

BERER .((/))/"N/u%-
=
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BB DBk
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BANK NETWORK
RITAAE

BRANCHES

Kowloon

Kowloon Main Branch (“4,.,,../c
Cheung Sha Wan

Hung Hom*

Jordan

Kwun Tong

Mei Foo*

Mong Kok

Richland Gardens

Tsim Sha Tsui*

New Territories

Sha Tin (@3,
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 & FBR1T

21T
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hEE#RTT iﬁ//))/"mu#
YA

AL *
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ERA
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BRitE
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;’}‘E .Léfg/jﬂmﬂ»‘

R
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Gl

TCEA*

2 1TEE : (852) 2566 8181

* ff13% Ambassador Banking 18 5C 5 1E
EHRERE O

24
T5E ¢ (852) 2842 1628

bl
Eih  (852) 2842 7558
AR

E 3k ¢ (852) 2566 8181
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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) 6636 7890
www.fubon.com

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

Tel : (8862) 8771 6888
www.fubon.com

Fubon Bank & R1T

ERTENE

ERCHERROERDT
A8 AL TRE RS — 82375
B % - (8862) 6636 6636
www.fubon.com

ERASRBROBERLT
At BLEE — 1085
E 5 (8862) 8771 6699
www.fubon.com

ALEREHERTROBRAAE
A AT E KR 1695%
B &5 - (8862) 2771 6699
www.fubon.com

ERRIT(BEB)ERAT
BEBFIREH BI85

B 55 - (852) 2842 6222
www.fubonbank.com.hk

ERE-RITERAT

PR g R TRt A2 KB 116857
RASRESAE1-31E - 5 « 182012
B35 1 (8621) 2061 9888
www.fubonchina.com

EREVRBROBRLE

A et TTEEEE —BR2375%
B 55 - (8862) 6636 7890
www.fubon.com

ERGREREROERLTF
A AT CE IR 1695%
B 55 - (8862) 8771 6888
www.fubon.com
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MEMBERS OF FUBON FINANCIAL HOLDINGS
EREEME

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

Fubon Bank & FBR1T

ERRSREBRROGERDT
BEaltmBbmEE —E 1085
E i ¢ (8862) 2781 5995
www.fubon.com

ERRERDERAT
A &1L E 595312
E5h 0 (8862) 2388 2626
www.fubon.com

ERREREGETEROGERAT
BEaltmBbmEE —E 1085
E 5% ¢ (8862) 8771 6688
www.fubon.com

ERTHROGERAF
BEAItMEMGRIR17E
E 5 ¢ (8862) 2370 5199
www.fubon.com

ERSERAERERDGERAT
BEaltmBbmEE —E 1085
E % ¢ (8862) 6606 9088
www.fubon.com

ERELRBERAT
At BILEE — 1085
E % ¢ (8862) 6606 9088
www.fubon.com

EAEEEERGERLA
B adbmd Ldb g —E&505%
E % ¢ (8862) 6618 0588
www.fubon.com
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m Fubon Bank
= /=
= FR1T
Fubon Bank Building, 38 Des Voeux Road Central, Hong Kong
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www.fubonbank.com.hk
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