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REEZ L B S Wt
UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

#Z6HA30H 11618 A For the six months ended 30 June
(LABEE T LAIYR - B SAEFERIN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2

Variance
BaE Elalid
Note 2021 2020 %
FEUA Interest income 3 2,605,621 3,447,007
FESZH Interest expense 3 (637,412)  (1,574,487)
R E WA Net interest income 1,968,209 1,872,520 5.1
R E RE A Fee and commission income 4 735,705 675,271
RS E RAE Fee and commission expense 4 (100,131) (103,639)
BEREERESKRA Net fee and commission income 635,574 571,632 11.2
FEBEWA Net trading income 5 92,661 131,786
FRE R HE MU A Net insurance premium and other
income 248,178 240,760
Hiv @Il A Other operating income 6 103,467 91,271
EEWRA Operating income 3,048,089 2,907,969 4.8
REBRERST T F5E Net insurance claims and expenses (169,107) (156,875)
R R REZEERA Total operating income net of
insurance claims 2,878,982 2,751,094 4.6
giE Operating expenses 7 (1,544,063)  (1,469,948) 5.0
MBRREE B 2 & ERT Operating profit before impairment
losses 1,334,919 1,281,146 4.2
EEREES Credit impairment losses 8 (116,789) (365,245) (68.0)
HRETREREEEEZ Operating profit before gains and
Wiz Rk BB 2 & ERF losses on certain investments and
fixed assets 1,218,130 915,901 33.0
HEHEMETEEZ FEE Net loss on disposal of other fixed
assets (6,895) (2,867)
HEUAFEEFEBHZE T A Net gain on disposal of financial
Htt2ERENEMEEL assets at fair value through other
FU A comprehensive income 3,875 11,594
FE(RBE AT 2 E4E Share of results of an associate 433,054 411,759
Bt A RIIRE 2 REE R Impairment loss on investment in an
associate 9 (251,000) (200,000)
BRRIHEHENFIRE 2 E18 Loss on deemed disposal of
investment in an associate 10 (31,202) -
FE(R KT ST 2 24 Share of results of jointly controlled
entities 16,835 13,580
BB AR R Profit before taxation 1,382,797 1,149,967 20.2
paapi=| Taxation 11 (215,883) (161,699)
AR A Profit for the period 1,166,914 988,268 18.1
DB - Attributable to:
RN AR Shareholders of the Company 881,224 744,768 18.3
V8 YR I WEE A SR P A1 Y52 ) Non-controlling interests 285,690 243,500
HARE R A Profit for the period 1,166,914 988,268 18.1
SREF Earnings per share
EARR S Basic and diluted 12 HK$2.76 HK$2.33
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REEZ L BRFE 2ERE
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

# Z6HA30H 11618 A For the six months ended 30 June
(LABEE T LhIYR - BB AE RSN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2021 2020
HARS A Profit for the period 1,166,914 988,268
HEEMtEEkE Other comprehensive income for the period
At EFIEESE REEMNIER Items that may be reclassified to the consolidated
income statement:
BHIEE Investments in securities
AT ETE B EEEHT ALMEE Net change in fair value of debt instruments
WaEmEBTA 2 A FEZESFE at fair value through other comprehensive
income 115,887 (540,090)
WA EEAEEEH T AHMEE Net change in allowance for expected credit
WHES T A2 EREEBREE losses of debt instruments at fair value
HENFE through other comprehensive income 3,090 4,422
RN EIR R ERE R Net gain realised and transferred to income
statement upon:
—HEUNAFEFEBHEEHTA — Disposal of debt instruments at fair value
Ememizs s @ TA through other comprehensive income (3,875) (11,594)
B Lt 7 AR IR Deferred income tax related to the above (29,196) 88,816
85,906 (458,446)
BEBIMEE TS RRAOIEL =R Exchange differences arising on translation of the
financial statements of foreign entities (146,673) (128,579)
TaEMHEERe RERMIEE ¢ Items that will not be reclassified to the
consolidated income statement:
NAFEFEEEZEHT AEMEE Net change in fair value of equity instruments at
WammEsE TAZ A FELSH)FHE fair value through other comprehensive income 481,111 (21,506)
B Ll 2 EERIE Deferred income tax related to the above (35,154) 12,878
445,957 (8,628)
MBRBIER 2 A2 mlEs (E8) Other comprehensive income/(loss) for the period,
net of tax 385,190 (595,653)
NBRHEAZHEEEKEEEE Total comprehensive income for the period,
net of tax 1,652,104 392,615
BT : Attributable to:
SRIE IR Non-controlling interests 272,428 94,348
VNG 8 Shareholders of the Company 1,279,676 298,267
NBRBIBER 2BEEEmKREAEE Total comprehensive income for the period,
net of tax 1,552,104 392,615
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

4

20214 20204
6H30H 12H31H
(i3 As at As at
Note 30Jun 2021 31 Dec 2020
BE ASSETS
B RERITHES Cash and balances with banks 16,206,149 16,119,500
FERITIE1218 AN B ER1F K Placements with banks maturing between one and
twelve months 2,683,831 5,742,740
RHIEEERENZES Trading securities 13 5,670,686 5,080,047
UAFEE A HE A ABRMNEREE Financial assets at fair value through profit or loss 13 578,838 557,353
THESRIA Derivative financial instruments 14 440,204 1,147,201
BEHEEFREMER Advances and other accounts 15 149,124,950 147,904,807
UAFEFSAEEFH AL M2 E KA  Financial assets at fair value through other
TREE comprehensive income 17 46,490,680 46,395,704
AR ATBRE S R E & Financial assets at amortised cost 18 22,548,643 22,902,983
it NEIE ) Investment in an associate 9 4,190,809 4,277,927
HEEHEERE Investments in jointly controlled entities 122,388 105,553
EES Goodwill 776,364 776,364
B EE Intangible assets 80,927 80,927
TEREMETEE Premises and other fixed assets 19 3,137,413 3,128,922
REYE Investment properties 20 671,150 671,150
ERETIREE Deferred income tax assets 64,089 69,923
BEES Total assets 252,787,121 254,961,101
=L LIABILITIES
BITER Deposits from banks 2,879,476 3,500,442
TEsBIA Derivative financial instruments 14 1,906,322 3,196,667
HIEEERBENEE Trading liabilities 3,244,284 1,570,675
EFEH Deposits from customers 21 189,208,577 189,901,345
BRI E Certificates of deposit issued 22 5,631,718 8,125,802
BERE Subordinated notes 23 3,791,691 3,828,458
HiblR B RIER Other accounts and accruals 24 8,783,310 8,710,618
BIEATRIRAE Current income tax liabilities 266,029 389,147
EETRIRAE Deferred income tax liabilities 141,641 46,978
BES Total liabilities 215,853,048 219,270,132
i EQUITY
RIE IR R Non-controlling interests 7,477,549 7,304,899
RATIRREMGES Equity attributable to the Company’s shareholders
[N Share capital 4,248,559 4,248,559
HitREE(BIEREAF) Other reserves (including retained earnings) 25,207,965 24,137,511
RRES Shareholders’ funds 25 29,456,524 28,386,070
EREE Total equity 36,934,073 35,690,969
ERZREEEH Total equity and liabilities 252,787,121 254,961,101
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REER 2 BRGA BERBE
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#%202146 A30H 1L61E A For the six months ended 30 June 2021
(LABEE T LhIYR - BB AE RSN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

ARTRREGES
Attributable to the
shareholders of the Company
REHIRE
EY
BA  HitfkE  REEF Non-  H#HAG
Share Other Retained  controlling Total
capital reserves earnings interests equity
20211 B1 B &% Balance at 1 January 2021 4,248,559 2,091,061 22,046,450 7,304,899 35,690,969
HAFS R 7l Profit for the period - - 881,224 285,690 1,166,914
HEAM2ERS/ (BE) Other comprehensive income/(loss)
for the period - 398,452 - (13,262) 385,190
REBIMER M T A7 REFB Reserves arising from distribution payment
Zi#E of additional equity instruments - - 5,289 (5,289) -
PARRAE SZ 5t AR 10 1 A BT SR B Provision for equity-settled share-based
LB compensation - 210 (607) 71 (326)
—RMBARMEREHERRRE  Dividend paid to non-controlling interests
R of a subsidiary - - - (79,264) (79,264)
R IFERE  EFHEUATE  Reclassification of net change in fair value
FEREZHH AL ENR of equity instruments at fair value
AR TAEZ AT EES through other comprehensive income
HE upon derecognition - (136,820) 136,820 - -
Al B AREE 2 EEE Reserve released to non-controlling interest
ToRIEBIERR of a subsidiary upon liquidation - - - (15,296) (15,296)
20204 K EIR 5. 2020 final dividend - - (214,114 - (214,114
20216 A30 A &84 Balance at 30 June 2021 4,248,559 2,352,903 22,855,062 7,477,549 36,934,073
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

H 2202146 30H [E61E A (4) For the six months ended 30 June 2021 (Continued)

(LB T TR -

% BB FERESN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

6

ARARERE R
Attributable to the
shareholders of the Company

R
RR
BAx  EiEE  REEN Non-  ##A:
Share Other Retained  controlling Total
capital reserves earnings interests equity
20201 A1B &% Balance at 1 January 2020 4,248,559 1,436,507 21,120,164 6,999,311 33,804,541
R Profit for the period - - 744,768 243,500 988,268
BEEMEEEE Other comprehensive loss for the period - (446,501) - (149,152)  (595,653)
REEIMERM T A 2 RETIE Reserves arising from distribution payment
I of additional equity instruments - - 5,204 (5,294) -
PARRAE SZ 5 AR 10 1 B S B Provision for equity-settled share-based
M compensation - 356 (60) 77 373
—TEMBRRAIMEZEHIERFEE  Dividend paid to non-controlling interests
R of a subsidiary - - - (126,102) (126,102)
TR - ERAMLAATE  Reclassification of net change in fair value
SERESHH AEMEEKE of equity instruments at fair value
MEEHTIEZ A TEEY through other comprehensive income
FE upon derecognition - (45,428) 45,428 - -
2019F RER S 2019 final dividend - - (345,141) - (345,141)
20206 H30H ## Balance at 30 June 2020 4,248,559 944,934 21,570,453 6,962,340 33,726,286
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AEEZ . BRGARERELER
UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

# Z6HA30H 11618 A For the six months ended 30 June
(LABEE T LhIYR - BB AE RSN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

b
Note 2021 2020
RETHZRERE Cash flows from operating activities
RSB (FTR), RARESFE Net cash (used in)/from operating activities 29 (2,501,193) 3,158,913
RETHZ2RHERE Cash flows from investing activities
BEHMETEE Purchase of other fixed assets (186,592) (51,232)
& B A [ElFE & E TS R IA Proceeds from disposal of other fixed assets 3,483 28
W& RE AR F5E Net cash used in investing activities (183,109) (51,204)
METHIRERE Cash flows from financing activities
BiBEEES Repayment of subordinated notes - (1,746,731)
HERBZNK Payment of lease liabilities (113,737) (91,750)
E—EMBARERMER Repayment of capital to non-controlling
BN T8 1 i M AR R interests of a subsidiary upon liquidation (15,296) -
STRNBEBITRERE RERES Interest paid on subordinated notes and debt
ZHE securities issued (85,368) (143,694)
—RIM B A TR E R4 AR HRE  Dividend paid to non-controlling interests
oA of a subsidiary (79,264) (126,102)
IR T BT B Dividend paid on ordinary shares (214,114) (345,141)
BB EE FTRIR S R Net cash used in financing activities (507,779) (2,453,418)
BeRERRSER (RL),#m Net (decrease)/increase in cash and cash
HE equivalents (3,192,081) 654,291
ByRe MERIREIAE Cash and cash equivalents at beginning
of the period 19,933,665 26,064,665
[EREE & Effect of foreign exchange rate changes (18,736) (146,978)
HARRERERREER Cash and cash equivalents at end
of the period 16,722,848 26,571,978
Be MERIBSHEB &R Z DN Analysis of the balance of cash and cash
equivalents:
e RERITHE Cash and balances with banks 3,845,125 3,623,729
U%EEMIH&MTZ EpSISE Money at call and short notice with an original
&,ﬁﬂﬁm maturity within three months 10,336,833 14,076,793
BREEREESEARNESFZBEZE  Treasury bills included in trading securities 939,928 3,042,551
BREEUNATFEFE BEEBA Treasury bills included in financial assets at
EmrElEnepmEEANL fair value through other comprehensive
EEE=$i income 638,984 4,699,034
JREVHA B E3ME A A T 2RI T Placements with banks with an original
TR maturity within three months 961,978 1,129,871

16,722,848 26,571,978
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NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

8

1. —RER
AFERMEBEGRAT(AQAR]) REKBEAR
(FFE A%E ) ESS  RPI R BIREIRT -
RE - S B R EMIBRRT -

2. REEZZMBEBRRRETBE

FEBREERZ 22021 Fh PEBLLRE T BHRE
TRREEGMASMBEM 2 EEGERSE
3455 R EAR SR /AR ©

FRATFHRERE ZERTBIORE 2 M 5]
%o

RPHREERE ZETHBER - g RiE
BB REEDIE662Q) K RHITREEIHHDESE
AEAMERESCREER([BELERD
ZEE2020F12 A31 HILFE 2 A TEMEIRE
([20205 B 53R ) »

2020 F I MR 2 ZBAN M E ABRREER -
EFSEZEMETEELREER TIREAE
BEOAMEE  URLEERINEBQGEIE
406(2) * 407(2)sk(3) K2 & A -

RREERSTEE

B LA Fratsh - 4R EI2021 SR EAR R AR A B 75
WEMFRAZ SRTEE M E AR ASEEHE
20209F12 A31 B IFFE B Bix 2 F /8 R A
RARATIME B -

1. GENERAL INFORMATION

Dah Sing Financial Holdings Limited (the “Company”) and its
subsidiaries (together the “Group”) provide banking, insurance,
financial and other related services in Hong Kong, Macau, and the
People’s Republic of China.

2. UNAUDITED FINANCIAL STATEMENTS AND
ACCOUNTING POLICIES

The unaudited 2021 interim condensed consolidated financial
statements of the Group have been prepared in accordance with Hong
Kong Accounting Standard No. 34 “Interim Financial Reporting” issued
by the Hong Kong Institute of Certified Public Accountants.

The information set out in this Interim Report does not constitute
statutory financial statements.

Certain financial information in this Interim Report is extracted from the
statutory financial statements for the year ended 31 December 2020
(the “2020 financial statements”) which have been delivered to the
Registrar of Companies as required by section 662(3) of, and Part 3 of
Schedule 6 to, the Hong Kong Companies Ordinance, and the Hong
Kong Monetary Authority (“HKMA?”).

The auditor’s report on the 2020 financial statements 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 Hong
Kong Companies Ordinance.

Basis of preparation and accounting policies

Except as described below, the accounting policies and methods of
computation used in the preparation of the 2021 interim condensed
consolidated financial statements are consistent with those used and
described in the Group’s annual audited financial statements for the
year ended 31 December 2020.
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RIEEZ 2 T HIRS AR B3R R MY ot

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAIPIR - BB E AN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

2. RRBERZVBBERRETEE@®

MAEER ST BER @
() KEFFRP 2 FRANSZTER

ETHER RGBT ENRARRERABER - K
SEEBEFARRMZSEAMEELGARERR
TEHEWRE -

MRELENE —F (R BEUBHEE
AIZFOSE ~ B EHERIEI95 - AR
WELERNETH  BRPBEMEEAFEAR
REBMBHREERF165T 2 1EF]

WERTRFPRNBEEEREE TRAGBN
HEREBENANRSREE ZEE - (i)L+
BRI EE o RIS RT BRI A A R A A
EZBEOIMARFTESREEN SRR R E
BREREENETRAFE BRI HRS
ZEE -

NGy

(Z) RERAZH RABICETERI R 2

BRNBREENE17HRBEN)

REBAKNTIERERAHKRENRN—T7 (31T
NAEEBEARRERE S 77 (RERE
A) BAGEE — RIIA 2 T REERREN
(RRFMHTFMEZEREFSAEAR - 84
REFHAFLHE) -

EABBEREER|FE17502023F1 518
AR RIA 2 FERE BB ER - NEED
RHEZEAEAEE 2 AW BEREZE
28 5

RAEEMBE2021F1 A1 BREFSNARER &
AU BREEAIRBESEMEAEERTEAY
@,

BB - T IS S MRS

T (FAT) IR - W EE e E1R2021
E8FA25H A ©

it AR BAAR S I S AR RSB -

2. UNAUDITED FINANCIAL STATEMENTS AND
ACCOUNTING POLICIES (Continued)

Basis of preparation and accounting policies (Continued)
(a) New and amended standards adopted by the Group

The following amendments to accounting standards became
applicable for the current reporting period, and the Group did not have
to change its accounting policies or make retrospective adjustments as
a result of adopting these standards.

Interest Rate Benchmark Reform — Phase 2, amendments to
HKFRS 9, HKAS 39, HKFRS 7, HKFRS 4 and HKFRS 16

The amendments are related to (i) changes in the basis for
determining contractual cash flows of financial assets, financial
liabilities and lease liabilities; (i) hedge accounting; and (iii)
disclosures. The amendments address the effects of the reform
on an entity’s financial statements that arise when, for example,
an interest rate benchmark used to calculate interest on a
financial asset is replaced with an alternative benchmark rate.

(b) New and amended standards and interpretations not
yet adopted

HKFRS 17, “Insurance contracts”

Insurance contracts are defined as contracts “under which
one party (the issuer) accepts significant insurance risk from
another party (the policyholder) by agreeing to compensate the
policyholder if a specified uncertain future event (the insured
event) adversely affects the policy holder”.

HKFRS 17 is effective for reporting periods beginning on or after
1 January 2023. The Group is yet to assess the impact of the
standard on the Group’s consolidated financial statements.

There are no other HKFRSs or interpretations that are effective from
1 January 2021 or not yet effective that would be expected to have a
material impact on the Group.

The interim condensed consolidated financial statements are
presented in thousands of Hong Kong dollars (HK$’000), unless
otherwise stated, and were approved by the Board of Directors for issue
on 25 August 2021.

These interim condensed consolidated financial statements have not
been audited.
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REEZ 2 T HIRS AR 5 R R M =t
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

3. BFEIEWA 3. NET INTEREST INCOME
#HZE6A30H 161 A For the six months ended 30 June
2021 2020
FIEWA Interest income
e RERITHEE S Cash and balances with banks 86,860 165,423
BHIE Investments in securities 516,542 794,980
ZEEFRREMIKE Advances and other accounts 2,002,219 2,486,604
2,605,621 3,447,007
FE X H Interest expense
RTINS BEPER Deposits from banks/Deposits from
customers 549,945 1,375,137
BEEITNESE Certificates of deposit issued 30,266 68,984
BIEER Subordinated notes 50,344 84,762
HERE Lease liabilities 5,145 5,710
A Others 1,712 39,894
637,412 1,574,487
FEWAEE Included within interest income
—RHEEERSMBELFMUATEZ - Trading securities and financial
BEEHFABZNEMEE assets at fair value through
profit or loss 2,299 47,621
—ATHEF 2 BEZEF AL EEKEE - Financial assets at fair value through
EEEE other comprehensive income 255,792 605,098
—LABRBRAARDIBR R S B E B - Financial assets at amortised cost 2,347,530 2,794,288
2,605,621 3,447,007
MEXHEE Included within interest expense
—RAUARFEFEZEHEEH S ABEN - Financial liabilities not at fair value
TRIEE through profit or loss 636,781 1,536,772
REZ2020F &2021F6 A30H IEH6EA A » I In the six months ended 30 June 2021 and 2020, there was no interest
EmREREEEZFERA - income recognised on impaired assets.
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(LABEEF TAIPIR - BB E AN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

RIEEZ 2 T HIRS AR B3R R MY ot
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

4. BERBBERAZWA

4. NET FEE AND COMMISSION INCOME

#HZE6A30H 161 A For the six months ended 30 June
2021 2020
REERASKBA Fee and commission income
KUARATFEFEAEZESTAEBZNEHEEK Fee and commission income from
BEZREERESIA financial assets and liabilities not
at fair value through profit or loss
—EEEEZREE A — Credit related fees and commissions 93,736 83,576
—E5mE — Trade finance 38,879 36,214
—fEAKR - Credit card 132,020 125,480
HEMREE RBESWA Other fee and commission income
—BHELEAS - Securities brokerage 124,017 82,257
—{REREHE R H At — Insurance distribution and others 91,651 151,333
—TERBERIEEERS — Retail investment and wealth
management services 185,527 134,702
—RITRBERFEE - Bank services and handling fees 34,480 32,335
—Hib %2 — Other fees 35,395 29,374
735,705 675,271
BREERASIH Fee and commission expense
RUARTFEFEEEZ ST ABENEREER Fee and commission expense from
BEZRBERAESS T financial assets and liabilities not
at fair value through profit or loss
—FEELAS - Handling fees and commission 91,264 98,564
—BREMER - Other fees paid 8,867 5,075
100,131 103,639

ARERE=DRERE - 5 CEEERR
BEERY - BEXUEFRBNEERNZEAT
DRELTEEENFVHEREA

The Group provides custody, trustee, corporate administration, and
investment management services to third parties. The assets subject
to these services are held in a fiduciary capacity and are not included
in these financial statements.

AT REBERARF 2021 F P HRERE
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REEZ 2 T HIRS AR 5 R R M =t
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

5. BEEWA 5. NET TRADING INCOME
H=6H30H 161 A For the six months ended 30 June
2021 2020
AT ER 2 BHEB ABENESREE Dividend income from financial assets
Z IR BUA at fair value through profit or loss 10,482 3,945
SNEE B B S a Net gain arising from dealing in foreign
currencies 87,557 71,244
BFEEERBRNES 2F(BIB) kS Net (loss)/gain on trading securities (338) 9,147

BEEERBMITETAZF(EER) M Net (loss)/gain from derivatives entered
into for trading purpose (49,523) 81,556
Net (loss)/gain arising from financial

AATFEMTNERSE TAZF(BR) K

instruments subject to fair value

hedge (5,811) 12,669
AATHERTEREZE T AlBanem T A Net gain/(loss) on financial instruments
2SS (B18) at fair value through profit or loss 50,294 (46,775)
92,661 131,786
6. HMZEEKRA 6. OTHER OPERATING INCOME
#HZ=6H30H 1-61E A For the six months ended 30 June
2021 2020
A EREBEE S AL MEmKEEN Dividend income from investments in
Mt TARRE ZRERA equity instruments at fair value
through other comprehensive income
— BRI R AR - Derecognised during the period
— EWiRE - Listed investments 4,205 4,084
—REARDFE - Held at the end of the period
— FiiE - Listed investments 68,507 49,054
—FELETIRE — Unlisted investments 7,059 3,375
LEYE A MABRE Gross rental income from investment
properties 10,138 18,464
HibBS WA Other rental income 8,280 7,446
i) Others 5,278 8,848
103,467 91,271
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RIEEZ 2 T HIRS AR B3R R MY ot
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAIPIR - BB E AN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

7. EEXH 7. OPERATING EXPENSES
#HZE6A30H 161 A For the six months ended 30 June
2021 2020
EEFHMEER L (BIEEEF) Employee compensation and benefit
expenses (including directors’
remuneration) 1,045,374 1,033,359
TEREMETEEES L  TREFE Premises and other fixed assets
expenses, excluding depreciation 104,929 83,938
e Depreciation
—TEREMETEE — Premises and other fixed assets
(MfzE19(F)) (Note 19(a)) 101,078 91,144
—BERAEIME - Right-of-use properties 115,214 91,921
EEREHEEB S N Advertising and promotion costs 42,496 51,718
Rl » X AREE Printing, stationery and postage 18,646 21,979
HA Others 116,326 95,889
1,544,063 1,469,948
8. FEREEE 8. CREDIT IMPAIRMENT LOSSES
#HZE6HA30H 161 A For the six months ended 30 June
2021 2020
FTI8 YR (FOBR I B 2 1) New allowances net of allowance
releases 157,865 408,006
I BB 1 B s 2 ZUR Recoveries of amounts previously
written off (41,076) (42,761)
116,789 365,245
DR : Attributable to:
—RFER — Advances to customers 138,567 336,289
—Hith e mEE - Other financial assets (6,903) 27,760
— EFURIE R BISER - Loan commitments and financial
guarantees (14,875) 1,196
116,789 365,245
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9. BMERNAREZREERE

20216 A30H ' AEEEEERT([EER
THZEREZ AFECRREREANTSE - B
b AREBEREHESERTZREZREEE
TTRE B IA T AT B 8 -

MEARL S AT EERBEE(EREER)ME
EZERRITAIKROSENZIREZREE - £
REETDIRREREGLE 2 BERTEMMAK
RS REEBREERITHPMNRHNZER
REEFERZBEMRROAIELFEE  ER
RRBREFRAFE - BARERAEBEEHEZ
BERE T2 ZE AN R TIH R 2 EERITRA
RAMEE

ETEREEFEASEZREZTKRESHE
B ARBERMARBRAREETSEHLE
ERRNERFEEREBEEZIZ2HAE - BED
AEHARR P BB EIRTT 2 &AIE N R H TR
BEEROTARKAFHEZPHREPTERE
EREEERRITZARRERETFTEEEEE
EE-

RIEHZE20214F6 530 H 2 MMM #EIT 2 71 E - &
HERZEAEERCEEMEGEERZ(ER
FEEE2020F12 A31 BE R 2 21 ETR)
MG ERZEMEEZAJKESENAEREER
B - REEFE202156 A308 2 AR EITRIR
BAR  RAELHTEFEREER IO ET
HAERNBREZ2020F12 A31 8 2 2:HRERT
122,266,000,0007 0% 2 IR EE - REERES
#85251,000,00075 7T © AL - 72021 F FFF
RFIL AR #251,000,000/8 T A K 32184
Z{E{EZE4,191,000,000/5 T °

STERFBITAERAR(IKHRITHZELATR
R EBIEZICE 2 RBEF) - ERFIRITIR
MEERITZRSBERIN - WEZIREHIFTE
R e R iaI% & A 78 2 1,213,000,000/8 7T * #%
BB ZRBEB T ERINIRITZERTRLLE -

9. IMPAIRMENT LOSS ON INVESTMENT IN AN
ASSOCIATE

At 30 June 2021, the fair value of the Group’s investment in Bank
of Chongging (“BOCQ”) had been below the carrying amount for
approximately 7.5 years. On this basis, the Group continues to perform
an impairment test on the carrying amount of the investment in BOCQ
to assess the recoverable amount.

The impairment test is performed by comparing the recoverable
amount of BOCQ, determined by a value in use (“VIU”) calculation,
with the carrying amount of the investment. The VIU calculation uses
discounted cash flow projections based on management’s estimates of
BOCQ’s earnings and dividends to be paid in future, and the estimated
probable exit value in future after considering the growth of BOCQ and
its net asset value for the medium and longer term. The discount rate
applied to the VIU calculation was estimated with reference to BOCQ’s
cost of equity, which is publicly available in the market.

In performing the VIU calculation to arrive at the recoverable amount
of the investment, the Group considers all relevant factors including
market views and qualitative factors to ensure that the inputs to the
VIU calculation are appropriate. Adjustments need to be made to
reflect the latest situation affecting BOCQ and also market outlook for
the medium and longer term that are relevant in projecting BOCQ’s
future performance. Significant management judgement is required in
estimating the future cash flows of BOCQ.

Based on the assessment conducted for the position up to 30 June
2021, the recoverable amount, as determined by the VIU calculation
and after considering all relevant factors (including the cumulative
impairment charge having been recognised as at 31 December 2020)
and valuation assumptions, remained below the carrying amount.
The latest impairment test performed by the Group for the position
as at 30 June 2021 concludes that the recoverable amount, based on
the VIU calculation, is assessed as lower than the carrying amount,
after deducting the cumulative impairment allowance made up to 31
December 2020 of HK$2,266 million, by HK$251 million. As a result,
an additional impairment charge of HK$251 million was recognised in
the first half of 2021 to reduce the value of the investment to HK$4,191
million.

The calculation of Dah Sing Bank, Limited (“DSB”)’s capital adequacy
does not include the retained earnings from this investment (the
“Investment”), except for BOCQ cash dividend received by DSB.
Provided that the Investment continues to be held at or above the
original cost of the investment of HK$1,213 million, impairment made
on the Investment does not affect DSB’s capital adequacy.
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10. REHEBHEATREZER

M2021F2A5H « EERITEMTAREITR £
m(TEERITAREIT]) - BEEEERITARET
TR ANEEEGEERITHETD - A20204F
12 431 H#I14.66% & Z=H2021F2A5H #EH)
13.20% ©

ERAEEESEERTHNESEAZIRAR @ [
FraE 2 EARRE AR KBIR - MIAKBRNEERTT
PGS —ERARBE AR 2R E LIRS
ERHE - BEERITABREITRSEE TR -

HE TN EERTARET - RASE 2021
F2RASAEMMEERITRENBRRLIG &
WRARNEBHEFRITHREEITHHLEZ
FREE - YHRTRERRITARIEITE S
IRITHEBRFEEBEBA TR BB EER
N2 EE A A #931,200,00075 7T H) H & E518 o

1. B

EHENS T T01%k BRER A E 5T 8 SR s I LA B =&
16.5% (20204F : 16.5% ) 2B © BINEFTY
R HA G SIME FT B SR B A AN &R B 48 & S5 75
[@2IBITHEGE o

BEERBERRAABEEIREREZE - WEAZS
MIARER BN HEER THRRERZH
TR BIER -

10. LOSS ON DEEMED DISPOSAL OF INVESTMENT IN
AN ASSOCIATE

BOCQ completed the issue and listing of new A Shares (the “BOCQ A
Share Issue”) on 5 February 2021. With the completion of the BOCQ A
Share Issue, the Group’s interest in BOCQ was reduced from 14.66%
as at 31 December 2020 to 13.20% commencing 5 February 2021.

The Group’s interest in BOCQ has been accounted for as an associate
using the equity method as the Group has representation in the Board
of BOCQ, and the ability to participate in the decision making process.
This remains the case after the completion of the BOCQ A Share Issue.

The completion of the BOCQ A Share Issue and the corresponding
reduction in the Group’s shareholding in BOCQ on 5 February 2021
has been accounted for as a deemed partial disposal of the Group’s
investment in BOCQ, and resulted in a disposal loss of HK$31.2 million
mainly because of the lowering in the net asset value per share of
BOCQ immediately after the completion of the BOCQ A Share Issue.

11. TAXATION

Hong Kong profits tax has been provided at the rate of 16.5% (2020:
16.5%) on the estimated assessable profit for the period. Taxation
on overseas profits has been calculated on the estimated assessable
profit for the period at the rates of taxation prevailing in the countries in
which the Group operates.

Deferred taxation is calculated in full on temporary differences under
the liability method at the tax rates that are expected to apply in the
year when the liability is settled or the asset is realised.

#HZE6HA30H 161 A For the six months ended 30 June
2021 2020
BNERTHIE Current income tax
—EBNEH - Hong Kong profits tax 144,196 144,162
— BN IE - Overseas taxation 34,987 9,211
IRAEFL IR Deferred income tax
— BN B R E A — Origination and reversal of
temporary differences 36,700 8,326
A Taxation 215,883 161,699

12. SREAXARBERF

#HE2021F6 A30H LL61E A 2 FE AR F
T 458 2 7| T 172 88 881,224,000% 7T (2020 4F :
744,768,000/ 7T ) 2 BF R EIANE EITE MR
f% 1 2 AN # F 19 £0319,575,100 A% (2020 & :
319,575,100/%):t& -

12. BASIC AND DILUTED EARNINGS PER SHARE

The calculation of basic earnings per share and fully dilutive earnings
for the six months ended 30 June 2021 is based on earnings of
HK$881,224,000 (2020: HK$744,768,000) and the weighted average
number of 319,575,100 (2020: 319,575,100) ordinary shares in issue
during the period.

AT REBERARF 2021 F P HRERE
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13. HEEERENESRUAFETE
BESBABENEREE

13. TRADING SECURITIES AND FINANCIAL ASSETS AT
FAIR VALUE THROUGH PROFIT OR LOSS

20214 20204F
6H30H 12A31H
As at As at
30 Jun 2021 31 Dec 2020
RIEEERBHNES Trading securities
BEBES Debt securities:
—&BELEM - Listed in Hong Kong 43,984 30,089
—3E kT - Unlisted 5,626,702 5,049,958
5,670,686 5,080,047
NAHERTE AR B AIBEaHemEE Financial assets at fair value through
profit or loss
BFES Debt securities:
—JELTm - Unlisted 54,342 33,109
54,342 33,109
M ES Equity securities:
—&BBLE™ - Listed in Hong Kong 54,531 103,994
— BB ET - Listed outside Hong Kong 469,965 420,250
524,496 524,244
578,838 557,353
&t Total 6,249,524 5,637,400
BREEEREFNE Included within debt securities are:
-BHEZR(ZERRLER) - Treasury bills which are cash
equivalents 939,928 482,991
—HtBEER - Other treasury bills 4,686,754 4,566,967
—BUNES - Government bonds 44,004 30,089
—HEMEHES — Other debt securities 54,342 33,109
5,725,028 5,113,156

202156 A30H %2020F12 A31H - Lk
NI EBIEFBTHE °

FIEFEEARNBRRAATEFEREE
ABsR SR EERBITRBREN DT

— R RIZAF AN RIRTT
—IRTTREM S BEE

—%

As at 30 June 2021 and 31 December 2020, there were no certificates

of deposit held included in the above balances.

Trading securities and financial assets at fair value through profit or

loss are analysed by categories of issuers as follows:

— Central governments and central banks 5,670,686 5,080,047
— Banks and other financial institutions 20,634 23,368
— Corporate entities 558,204 533,985

6,249,524 5,637,400
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14. fTE&E€mIT A 14. DERIVATIVE FINANCIAL INSTRUMENTS
R20215F6 ASOR AR BTATEA N ZRER The notional principal amounts of outstanding derivatives contracts
S REQNFERT and their fair values as at 30 June 2021 were as follows:
an/
ZHSHE A¥E
Contract/ Fair values
notional BE afE
amount Assets Liabilities

1) BIEBERBZITETIA 1) Derivatives held for trading

) SMNEDTET A a) Foreign exchange derivatives
mEANEEASN Forward and futures contracts 37,775,053 119,331 (158,663)
B A Ko ) 9NEE B Currency options purchased and
written 7,662,031 7,782 (7,775)
R E MR R 5 2 Cross currency interest rate swaps 400,648 1,210 (895)
Z) FIEpTHET A b) Interest rate derivatives
F| 2t HR Interest rate swaps 4,139,219 34,596 (30,318)
A) et iTET A ¢) Equity derivatives
8 A S i e 1 HR R Equity options purchased and written 728,367 34,490 (21,835)
BEEER®RZITATA Total derivative assets/(liabilities) held for
BE,/(aE)aH trading 50,705,318 197,409  (219,486)

2) FHEEPHRAGEZITETE 2) Derivatives held for hedging
i) 36 E A FHEE A2 074 a) Derivatives designated as fair value

TA hedges
Fl| 2=t 5 Interest rate swaps 46,588,229 242,795  (1,686,836)
FESR AR 2 OTET R Total derivative assets/(liabilities) held for
e/ (8B)Es hedging 46,588,229 242,795  (1,686,836)

BHRZITESR I BERE -  Total recognised derivative financial assets/
(ad)Aast (liabilities) 97,293,547 440,204 (1,906,322)
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14. fTE€®RIAm 14. DERIVATIVE FINANCIAL INSTRUMENTS (Continued)
R2020F 12 A1 B AR HTTAETEA N ZBER The notional principal amounts of outstanding derivatives contracts
S REQNFERT and their fair values as at 31 December 2020 were as follows:
a4,/
RESE A¥E
Contract/ Fair values
notional BE af&
amount Assets Liabilities

1) HEEERBRZITETA 1) Derivatives held for trading

) SMNEDTET A a) Foreign exchange derivatives
EHRBESLN Forward and futures contracts 63,788,312 857,935 (821,340)
B A Ko ) 9NEE B Currency options purchased and
written 9,794,008 16,681 (16,661)
) FIERPTHET A b) Interest rate derivatives
F| 2= 4= 2 Interest rate swaps 5,149,560 48,888 (44,691)
A) a7 ET A ¢) Equity derivatives
B A Ko b o 1 R Equity options purchased and written 747,112 33,866 (22,457)
REEERGZITETA Total derivative assets/(liabilities) held for
BE/(Aaf)Es trading 79,478,992 957,370 (905,149)

2) FHEEHRABZITETAR 2) Derivatives held for hedging
) 15E A FAEE P2 T4 a) Derivatives designated as fair value

TA hedges
F| 2=t Interest rate swaps 41,984,638 189,831  (2,291,518)
FIES AR 2 ITET R Total derivative assets/(liabilities) held for
BE/(BE)E: hedging 41,984,638 189,831  (2,291,518)

DHERZITES BT BEEZE, -  Total recognised derivative financial assets/
(BfE)&FT (liabilities) 121,463,630 1,147,201 (3,196,667)
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15. BHEXRRHEMIRE 15. ADVANCES AND OTHER ACCOUNTS

20214 20204
6H30H 12H31H
As at As at

30 Jun 2021 31 Dec 2020

Gross advances to customers 139,236,985 137,577,384

ks REER

Less: impairment allowances

- Stage 1 (490,264) (486,431)
— P&ER2 - Stage 2 (215,026) (208,225)
— F&ER3 - Stage 3 (587,554) (556,508)
(1,292,844)  (1,251,164)
137,944,141 136,326,220
ERE S

Trade bills 4,325,752 3,791,124

e« REEE
— FEER1

Less: impairment allowances

— Stage 1 (6,340) (8,848)
— [EEr2 - Stage 2 (4) (11)
(6,344) (8,859)
4,319,408 3,782,265
Hip Bz

Other assets 6,898,427 7,833,678

kR - REREE

Less: impairment allowances

— PEER1 - Stage 1 (12,220) (12,516)
— PEER2 — Stage 2 (580) (547)
— [EER3 - Stage 3 (24,226) (24,293)
(37,026) (37,356)
6,861,401 7,796,322
FHEERREMIEE

Advances and other accounts 149,124,950 147,904,807
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15. BREERREMERE @ 15. ADVANCES AND OTHER ACCOUNTS (continued)
() B  BREERKCEHAEE (@) Impaired, overdue and rescheduled assets
() HEEH (i)  Impaired loans
20214 20204F
6H30H 12A31H
As at As at

30 Jun 2021 31 Dec 2020

BN EEE Gross loans and advances 139,236,985 137,577,384
Bk BEEFHRTE Less: total impairment allowances (1,292,844) (1,251,164)
FEE Net 137,944,141 136,326,220
FEERBEZEREEB®R Credit-impaired loans and advances 1,342,513 1,573,803
Bk - PEERSIRE SRS Less: Stage 3 impairment allowances (587,554) (556,508)
RER Net 754,959 1,017,295
BEEEERAFE Fair value of collateral held* 592,117 787,030
FEEREERMBIEEFERR Credit-impaired loans and advances
BFBEEE DL as a % of total loans and advances

to customers 0.96% 1.14%

* EHRRAFEDNRBERFRTERERA * Fair value of collateral is determined at the lower of the market
BREH  WEPREEETE - value of collateral and outstanding loan balance.
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15. BREERREMERE @ 15. ADVANCES AND OTHER ACCOUNTS (Continued)
() BE  ARREERLEAEE@® (@ Impaired, overdue and rescheduled assets (Continued)
(i) EEAEEE AR (i)  Gross amount of overdue loans
202156 H30H 2020%12A318
As at 30 Jun 2021 As at 31 Dec 2020
AHAER mAERER
EREHE BiuasE
Gross Gross
amount of {L#8%E amount of Ih4B%E
overdue Bk overdue Bkt
loans % of total loans % of total
REBEEFERERE Gross advances to customers
mE - which have been overdue for:
—3{E A -=61E A — six months or less but over
three months 127,727 0.09 240,472 017
—6E AN E=1F - one year or less but over
six months 296,327 0.21 136,656 0.10
—1F A E - over one year 471,448 0.34 525,674 0.38
895,502 0.64 902,802 0.65
DELAE Represented by:
—HEFRHER - Secured overdue advances 430,251 593,229
— KRR HER - Unsecured overdue advances 465,251 309,573

BRI ERATES Market value of securities held

B mmE against the secured overdue
advances 826,820 930,016
FEERSIRIE L Stage 3 impairment allowances 434,642 302,651
BEZERREIZEAEMER - KBWER Collateral held mainly represented pledged deposits, mortgages
EHE M EEEE R - over properties and charges over other fixed assets such as
equipment.
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15. BEERNEMERR @
() BE APREERKEHEE@®)
(i) AREHAEF (BHIBFEITIE LA

15. ADVANCES AND OTHER ACCOUNTS (Continued)
(@) Impaired, overdue and rescheduled assets (Continued)

(iii) Rescheduled advances net of amounts included in

BRE) overdue advances shown above

20214 20204

6H30H L4 %8 12A31H {h4R%8

As at Botk As at Bkt

30 Jun 2021 % of total 31 Dec 2020 % of total

EFER Advances to customers 370,917 0.27 374,963 0.27
P& ER 3R B Stage 3 impairment allowances 141,744 141,869

(iv) BZEE (iv) Trade bills

MN202146 A308 - I EE HFRE3(E A M
B IERES - 202012 A31H - #1H]
HiE3ME A K E 5 E & A —%607,000% T
EEaHBEIFNE SRR - HE 28K
8 BHERE3 2 M E LR -

(2) WEEHFm

As at 30 June 2021, there were no balance of trade bills that
were overdue for more than 3 months. As at 31 December 2020,
trade bills that were overdue for more than 3 months related to
an amount of HK$607,000 which was overdue for over one year
and was fully secured with no Stage 3 impairment allowances
made.

(b) Repossessed collateral

BEZWEHERRAT Repossessed collateral held is as follows:
20215 20204F
6H30H 12H31H
As at As at
30 Jun 2021 31 Dec 2020

BEHYE Nature of assets

LBk ES Repossessed properties 152,387 304,514
Hith Others 21,308 24,923
173,695 329,437

WEERRIZAITIEARREE - BUGKRIERA
EB R ERARERER

{5t 7] 235 4218 /563,633,000 7T (2020412 A
31H : 63,158,000/ 7T ) 2 £ B Rt ) A T H Al
WE - TYAREBREFREANMEARBMRZEAST
TEAYREEREWR - ZEFRRABZHRAIH i
BEIBETOREBLEZEE - BEZERER

Repossessed collaterals are sold as soon as practicable with the
proceeds used to reduce the outstanding indebtedness of the
borrowers concerned.

Certain other properties in Mainland China with a total estimated
realisable value of HK$63,633,000 (31 December 2020:
HK$63,158,000), which had been foreclosed and repossessed by
the Group pursuant to orders issued by courts in Mainland China,
represent assets held by the Group for resale and have been reported
under “Other assets”. The relevant loans had been derecognised.
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16. EEEE
TRIZHIRE B TSRS 1R S 05 A = B fo by
By EFERRER  BRRERWBERYE
HIE BB IR E B -

16. LOSS ALLOWANCE

The tables below provide a reconciliation of the Group’s ECL
allowances for loans and advances to customers, loan commitments
and financial guarantees by stage under HKFRS 9.

P X1 P ER 2 P2 ER3 &5t

BHEE HHEE FAHEE BHEE

ERES EREE BREE BRES

Stage 1 Stage 2 Stage 3 Total

ECL ECL ECL ECL

allowance allowance allowance allowance

20211 H81H At 1 January 2021 632,674 217,951 556,508 1,407,133

LLVE Transfers:

Y EN1E S Transfer to Stage 1 33,454 (32,761) (693) -

L EPEERD Transfer to Stage 2 (7,551) 7,633 (82 -

B E[EES Transfer to Stage 3 (10,073) (12,510) 22,583 =
P B K R Effect of stage transfers and

FrEL 2 changes in allowance (16,778) 11,812 119,365 114,399
HAETRE - AL New financial assets originated,

BeEgER . 2B E purchased or derecognised

during the period 58,203 2,550 (18,979) 41,774
PDs/LGDs/EADs, RIBE1EH) Changes in PDs/LGDs/EADs/

&z &) forward looking assumptions (64,645) 24,233 43,410 2,998
FRRRBRIR Unwind of discount - 1,911 3,499 5,410
iy Write-offs - - (138,361) (138,361)
SNEE B2 HLfh 5 Foreign exchange and other

movements 122 154 304 580
2021464300 At 30 June 2021 625,406 220,973 587,554 1,433,933
B - In respect of:
EFER Advances to customers 490,264 215,026 587,554 1,292,844
BRI R SR Loan commitments and financial

guarantees 135,142 5,947 - 141,089

625,406 220,973 587,554 1,433,933

HAES Abbreviations used:
PD BASAE PD Probability of default
LGD EHELX LGD Loss given default
EAD BRI p A EAD Exposures at default
ECL TEEEE 1R ECL Expected credit loss
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16. EBEEEHE@ 16. LOSS ALLOWANCE (Continued)
B F&ER2 FEER3 &5t
TEEEE TEEEE BHIEE BHEE
E1EEHE EEAEE R E1E A
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
allowance allowance allowance allowance
2020F1A1H At 1 January 2020 614,722 161,309 381,197 1,157,228
B Transfers:
LT Transfer to Stage 1 13,953 (13,953) - -
EREER2 Transfer to Stage 2 (32,411) 32,819 (408) -
LB EERS Transfer to Stage 3 (39,725) (28,965) 68,690 -
FR P ER BB N A Effect of stage transfers and

FrEE & changes in allowance (7,835) 43,444 412,378 447,987
BAFTRAE « BASK New financial assets originated,

BEsERzemMEE purchased or derecognised

during the period 64,579 (3,040) (387,329) 24,210
PDs/LGDs/EADs, AIIEEH) Changes in PDs/LGDs/EADs/

Bk 2 &) forward looking assumptions 18,132 24,548 192,383 235,063
BRBRBAIR Unwind of discount 160 1,348 59 1,567
s Write-offs - - (460,162) (460,162)
SN R E At Foreign exchange and other

movements 1,099 441 (300) 1,240
2020%12A31H At 31 December 2020 632,674 217,951 556,508 1,407,133
B - In respect of:
BEFER Advances to customers 486,431 208,225 556,508 1,251,164
BERURE R IEER Loan commitments and financial
guarantees 146,243 9,726 - 155,969
632,674 217,951 556,508 1,407,133
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17. UAFEFEEHSHTAHMEE

17. FINANCIAL ASSETS AT FAIR VALUE THROUGH

WENEmERE OTHER COMPREHENSIVE INCOME
20214 2020%F
6H30H 12H31H
As at As at
30 Jun 2021 31 Dec 2020
BERFES Debt securities:
—BBLE™M - Listed in Hong Kong 15,226,813 14,080,633
— BB LT - Listed outside Hong Kong 18,194,148 16,774,050
—JELTm - Unlisted 8,159,124 10,892,365
41,580,085 41,747,048
M A Equity securities:
— &8 - Listed in Hong Kong 1,244,276 1,077,412
— BB ETH - Listed outside Hong Kong 3,583,754 3,488,755
—3Ltm - Unlisted 82,565 82,489
4,910,595 4,648,656
&t Total 46,490,680 46,395,704
BREEEEESFNE Included within debt securities are:
—RHBEERE — Certificates of deposit held 492,987 344,348
—BERE(ERBELER) - Treasury bills which are cash
equivalents 638,984 3,551,262
—HbEEZE — Other treasury bills 5,491,080 6,026,161
—BURES - Government bonds 665,164 123,458
—HiEBES - Other debt securities 34,291,870 31,701,819

MAF @R BERBHA
2 2EREODRAE
BRTRERISTMT -

BEEES
— P REUT R RIRTT

—RERIE
—IRTTREM S BEE

—%
—Hftp

HERSIERES -
—RITREMS TS

-

41,580,085 41,747,048

Financial assets at fair value through
other comprehensive income are
analysed by categories of issuers
as follows:

Debt securities:
— Central governments and central

banks 6,795,228 9,700,881
— Public sector entities 641,415 134,779
- Banks and other financial

institutions 7,912,823 7,590,109
— Corporate entities 26,230,544 24,321,204
— Others 75 75

41,580,085 41,747,048

Equity securities:
— Banks and other financial
institutions 643,695 536,366
— Corporate entities 4,266,900 4,112,290

4,910,595 4,648,656

46,490,680 46,395,704
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18. DB AR ERMEE

18. FINANCIAL ASSETS AT AMORTISED COST

20214 20204
6H30H 12A31H
As at As at

30 Jun 2021 31 Dec 2020

BEES
—EBL™M
—HBUIET
— Ik L

Ok - BEZLEE

—PEERA
At
BREEREFANE
—BENTRE
—BEZE

—BFES
—HEHES

PABEERPX AN DI BR A & BB B
BEITRBENONT

— PRREAT B RERTT

— DRI
—RITRAE SR

~f%
it

19. TERAMBEEEE

Debt securities:

— Listed in Hong Kong 9,125,829 8,751,193
— Listed outside Hong Kong 9,355,014 9,297,525
— Unlisted 4,091,488 4,878,617

22,572,331 22,927,335

Less: impairment allowance
- Stage 1 (23,688) (24,352)

Total 22,548,643 22,902,983

Included within debt securities are:

— Certificates of deposit held 1,435,625 1,745,601
— Treasury bills 834,412 1,308,909
— Government bonds 245,075 248,395
— Other debt securities 20,057,219 19,624,430

22,572,331 22,927,335

Financial assets at amortised cost
are analysed by categories of issuers

as follows:
— Central governments and central

banks 1,079,487 1,557,304
— Public sector entities 282,002 293,469
— Banks and other financial

institutions 7,375,619 7,707,121
— Corporate entities 13,824,134 13,358,352
— Others 11,089 11,089

22,672,331 22,927,335

19. PREMISES AND OTHER FIXED ASSETS

20214 20204
6H30H 12A31H
As at As at

30 Jun 2021 31 Dec 2020

TTEE ~ I B ik
EREEE

Premises, furniture and equipment 2,545,692 2,469,228
Right-of-use assets 591,721 659,694

3,137,413 3,128,922
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19. TEREMEEEE® 19. PREMISES AND OTHER FIXED ASSETS (Continued)

(B) W% SBMREE (@) Premises, furniture and equipment
& - =B
kARE
Furniture,
equipment
TE and motor 4%
Premises vehicles Total
HZE20215F6 8308 LL6/@ 8 Six months ended 30 June 2021
BRI EDFE Opening net book amount 2,035,870 433,358 2,469,228
i Additions - 186,592 186,592
=S Disposals - (10,378) (10,378)
WES L (HFT) Depreciation charge (Note 7) (36,025) (65,053) (101,078)
EHER Exchange difference 854 474 1,328
HRAREFE Closing net book amount 2,000,699 544,993 2,545,692
2021%6H30H At 30 June 2021
(D% Cost 3,030,681 1,400,294 4,430,975
REITE Accumulated depreciation (1,029,982) (855,301)  (1,885,283)
BREFE Net book amount 2,000,699 544,993 2,545,692
HZE2020F12A31HILFE Year ended 31 December 2020
BRYIREDFE Opening net book amount 1,739,065 430,145 2,169,210
g Additions 8,618 131,255 139,873
HE Disposals - (3,163) (3,163)
TEZH Depreciation charge (71,708) (129,054) (200,762)
EHER Exchange difference 6,956 4,175 11,131
BN BREVMERTE Reclassification from investment properties to
premises 352,939 - 352,939
FAREEFE Closing net book amount 2,035,870 433,358 2,469,228
202012 A31H At 31 December 2020
R Cost 3,029,694 1,274,671 4,304,365
RIEE Accumulated depreciation (993,824) (841,313)  (1,835,137)
BREVFE Net book amount 2,035,870 433,358 2,469,228
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19. TEREMBEEEE@®
() HE
S ERAREERARAZHERHRER

MEARRANEEEEZBIRAT

19. PREMISES AND OTHER FIXED ASSETS (Continued)
(b) Leases

This note provides information for leases where the Group is a lessee.

The statement of financial position shows the following amounts
relating to leases:

202145 2020%F
6H30H 12H31H
BaE As at As at
Note 30 Jun 2021 31 Dec 2020
TREEE Right-of-use assets
— ¥ - Properties 19 591,721 659,694
HEAE Lease liabilities 24 623,040 689,450
20. REWE 20. INVESTMENT PROPERTIES
Bz FSE
20215 20204F
6A30HIE 12H31HIE
618 A FE
Six months Year
ended ended
30 Jun 2021 31 Dec 2020
i, F ) At beginning of the period/year 671,150 1,166,842
ENOBREVMERTE Reclassification from investment
properties to premises
— BN IRENEC ATE - Fair value of investment properties
reclassified - (852,939)
EHAFERE Fair value loss on revaluation - (142,753)
i FR At end of the period/year 671,150 671,150

AEER2020512 431 H R EWENEEETT
TEM - FHERB L FESIIEEE —KF
Bl (AELEXRER) ERARAA/MUNEE R
TEBEARZREMERE KN FBAEHTCRP)A
RARABMUNRFIZREMEIR AR LB TR
WARBEECTEANATZ2E Z R E TS
PR ACERRAETT ©

The Group’s investment properties were last revalued at 31 December
2020 by adopting the direct comparison approach or the income
capitalisation approach and with reference to recent transactions for
similar premises as far as practicable by independent, professionally
qualified valuer Savills (Valuation and Professional Services) Limited
for investment properties in Hong Kong and Mainland China, and by
Savills (Macau) Limited for investment properties in Macau.
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21. BEFER 21. DEPOSITS FROM CUSTOMERS
20214 20204
6H30H 12H31H
As at As at

30 Jun 2021 31 Dec 2020

B R R AR Demand deposits and current accounts =~ 51,500,023 53,410,604
REFR Savings deposits 40,904,790 40,945,875
EH - BAMREEITTESR Time, call and notice deposits 96,803,764 95,544,866

189,208,577 189,901,345

22. BRITHWERHE 22. CERTIFICATES OF DEPOSIT ISSUED
20214 20204
6H30H 12831H
As at As at

30 Jun 2021 31 Dec 2020

REPF R R T A SR AR M A TE At amortised cost with fair value
¥RAEETIER hedge adjustments
(for hedging interest rate risk) 3,929,465 1,561,697
REBERR AT BR At amortised cost 1,702,253 6,564,105
5,631,718 8,125,802
NEBANE S ETHEABREEIRES L END The amount that the Group would be contractually required to pay at
SRR A P71 2 BRE{E 1K 1,000,000 7T (2020 maturity to the holders of these certificates of deposit is HK$1 million
12 A31H : {£1,000,000%7T) ° lower (31 December 2020: HK$1 million lower) than the above carrying
amount.
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23. #REEFEK 23. SUBORDINATED NOTES
20214 20204
6H30H 12A31H
As at As at
30 Jun 2021 31 Dec 2020
TR PR R E R T AR AN S & N F1E At amortised cost with fair value
PRI hedge adjustments
(for hedging interest rate risk):
250,000,000 7T 72026 4F £ #iHY US$250,000,000 Subordinated Fixed
ELEBERBGE(F)) Rate Notes due 2026 (Note (a)) 1,953,515 1,964,475
225,000,000 7T 7420294 B HiKY US$225,000,000 Subordinated Fixed
ELBEERGE(Z)) Rate Notes due 2029 (Note (b)) 1,838,176 1,863,983
3,791,691 3,828,458

() Ty K#$ETHR2016F11 A30H 1T 2
250,000,000 5 L BB A& X ST ER A A
(TEERSZH]) L RFAEBEEBBENMmE R
EA_BEAMIOFHREBEREER([E®K])
(BETEABGRITEER) BRI ZIER) - B
ERER2026511 A30HEIH - BIEMEER A
202111 A30H - ABITHE B IBHEER -
FBRA25%  BFEEMNBE—K - BiE - WES
RERENEERERD AN EETAE
B BISE BB E(E 5 B R 255251 - BEBH
BeE RIELMAE - KIRITAUEZEEEERRD
FTE GESBH )ER - RIRITING B —EpRRIT
FINMFRB A K0S EH O E E F B dnit B A

TUIRTTRIZEN B AR BN SR

(Z) T A#HIRLRTAR2019F1 15 0 317 2
225,000,000 E L E BB X G LT RFFEEE
BHENMPRE S —RERNI0FERTBAE
ER(ER D (BETEB(RITEERN)HRAD
ZIER) o L EEHER202941 A158 B H -
BIBUEER R2024F1 A15H - HBTHER
BEMEERD  F8A5%  BEENE—K-
Hig o WESRERBHEREARED - EEH7F
BEEE:] AR NSTHEARERES S X MN2552
T BESEACERBEILE - KHBITAIMN
ZEEEER A (FEHD)ER - KIRTAE
H—BERRITR] M A R & A AR E T F
BIEBANUETRITRERSBEBNZEF S

(NE- 4

NEBEMH S B EBEDEFIRANENNESEE
B LA F AT 2 BRE{E{X103,000,0007% 7T (20204

1243108 : {£146,000,000/%7T) °

Note:

(b)

This represents US$250,000,000 Basel IIl compliant 10-year
Subordinated Fixed Rate Notes qualifying as Tier 2 capital of DSB (subject
to the provisions of the Banking (Capital) Rules of Hong Kong) issued on
30 November 2016 (the “Notes”), which are listed on The Stock Exchange
of Hong Kong Limited (“SEHK”). The Notes will mature on 30 November
2026 with an optional redemption date falling on 30 November 2021.
Interest at 4.25% p.a. is payable semi-annually from the issue date to
the optional redemption date. Thereafter, if the Notes are not redeemed,
the interest rate will be reset and the Notes will bear interest at the then
prevailing 5-year U.S. Treasury Rate plus 255 basis points. DSB may,
subject to receiving the prior approval of the HKMA, redeem the Notes in
whole but not in part, at par. An interest rate swap contract to swap the
fixed rate payment liability of the Notes to floating interest rate based on
LIBOR has been entered into with an international bank.

This represents US$225,000,000 Basel |Il compliant 10-year
Subordinated Fixed Rate Notes qualifying as Tier 2 capital of DSB (subject
to the provisions of the Banking (Capital) Rules of Hong Kong) issued on
15 January 2019 (the “Notes”), which are listed on the SEHK. The Notes
will mature on 15 January 2029 with an optional redemption date falling
on 15 January 2024. Interest at 5% p.a. is payable semi-annually from
the issue date to the optional redemption date. Thereafter, if the Notes
are not redeemed, the interest rate will be reset and the Notes will bear
interest at the then prevailing 5-year U.S. Treasury Rate plus 255 basis
points. DSB may, subject to receiving the prior approval of the HKMA,
redeem the Notes in whole but not in part, at par. An interest rate swap
contract to swap the fixed rate payment liability of the Notes to floating
interest rate based on LIBOR has been entered into with an international
bank.

The amount that the Group would be contractually required to pay at

maturity to the holders of these subordinated notes is HK$103 million
lower (31 December 2020: HK$146 million lower) than the above
carrying amount.
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24. HtbfRB RFER

24. OTHER ACCOUNTS AND ACCRUALS

20214 20204
6H30H 12H31H
As at As at
30 Jun 2021 31 Dec 2020
HEaFEHFE19(2)) Lease liabilities (Note 19(b)) 623,040 689,450
REBERFSEIWR ENERE Amount payable arising from purchase
of securities pending for settlement 195,041 2,649
HihBERER Other liabilities and accruals 7,965,229 8,018,519
8,783,310 8,710,618
25. RRES 25. SHAREHOLDERS’ FUNDS
20215 20204
6H30H 12H31H
As at As at
30 Jun 2021 31 Dec 2020
&N Share capital 4,248,559 4,248,559
TEEMAHEE Premises revaluation reserve 606,238 606,238
B EGHEE Investment revaluation reserve 1,348,586 977,875
PE & Exchange reserve (95,959) 13,191
B HIE Capital reserve 6,318 6,318
— M General reserve 484,289 484,289
VARG 15 B B EVESR BN 2 e Reserve for share-based compensation 3,431 3,150
REETF Retained earnings 22,855,062 22,046,450
29,456,524 28,386,070
BRERREBENAZERIRE,TIREE Proposed dividend/dividend paid
included in retained earnings 105,460 345,141

REIRITREBLMIRIT AL E REB AR
BREBVBREEFE AN ZERERE
HRZEERE(REFT ORPIRERTRNER
RENDEPIEERT ) RAHRIT(FEDERA
BT ARFRIT (R E) ) TR E B BRITRIES
RABREEERBMZIAHMEERE - ZREER
BREFANRETRRZF#RSE EERBZE
BRREESERETHN  LERNERFE

202146 A30H + A¥TR172 #5F506,080,000
77T (2020912 A31 8 : 502,278,000/ 7T ) 2 &
HMIEREERHELRIEELGRS —BHEE  #EE

RHGARBEMTIEE -

DSB as a locally incorporated bank in Hong Kong is required to
maintain minimum impairment provisions in excess of those required
under HKFRS in the form of regulatory reserve. The regulatory reserve,
which also covers Banco Comercial de Macau, S.A. (“BCM”) and Dah
Sing Bank (China) Limited (“DSB China”), is maintained to satisfy the
provisions of the Hong Kong Banking Ordinance and local regulatory
requirements for prudential supervision purposes. The regulatory
reserve restricts the amount of reserves which can be distributed to
shareholders. Movements in the regulatory reserve are made directly
through equity reserve and in consultation with the HKMA.

As at 30 June 2021, DSB has earmarked a regulatory reserve of
HK$506,080,000 (31 December 2020: HK$502,278,000) first against its
consolidated general reserve; and for any excess amount, the balance
is earmarked against its consolidated retained earnings.
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26. BARBBRAE
() EREE

RBEPRERE NDARRBEEHE 2 GHEE &
BABTEEECEREENT

26. CONTINGENT LIABILITIES AND COMMITMENTS
(@) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed assets
at the end of the reporting period but not yet incurred is as follows:

20214 20204
6H30H 12H31H
As at As at

30 Jun 2021 31 Dec 2020

EROBERERERZAX

(2) FEESE

AEBEERBERIMERETEPZERIA
BRTBEREEERRINEIEENT

Expenditure contracted but not

provided for 104,678 198,240

(b) Credit commitments

The contract and credit risk weighted amounts of the Group’s off-
balance sheet financial instruments that commit it to extend credit to
customers are as follows:

BHEE

Contract amount

20214 2020%F
6H30H 12H31H

As at As at

30 Jun 2021 31 Dec 2020

BEEEEREMR

B 5E 2 HAEE

HE 5ER 2 SAEE

G BUB T NETR S B A 2 AR

Hitpdg » RRAHRS
NS

—1FERIAE
FERVER N

32

Direct credit substitutes 979,179 645,720
Transaction-related contingencies 520,555 537,138
Trade-related contingencies 983,121 846,898
Commitments that are unconditionally

cancellable without prior notice 69,479,319 72,035,740
Other commitments with an

original maturity of:

—under 1 year 4,792,297 4,060,949

— 1 year and over 346,559 362,675
Forward forward deposits placed 16,259 -

77,117,289 78,489,120
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26. FARBBERAE®

(Z) EE&E@m

26. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)

(b) Credit commitments (Continued)

EERRINERE
Credit risk
weighted amount

20214 20204F
6H30H 12H31H

As at As at

30 Jun 2021 31 Dec 2020

SABENAYE

() BEEREE

Contingent liabilities and commitments 1,874,934 1,574,554

(c) Assets pledged

20214 20204
6H30H 12831H
As at As at

30 Jun 2021 31 Dec 2020

EERZFHEEERBEER
TRFEFRERER

—HE e

BERzZABESE
—H AR

ERIIRIERRANEEMR D ERERERE
RZBE - ZFERZFHREFREFNEMRRZ S
(BIE OB s AR & E URIER A R B s 4
BRT 2 ANAE ) IRFCETT »

Trading assets and financial
investments pledged to secure

liabilities 3,775,371 3,077,937
— of which: under repurchase
agreements 1,003,568 1,506,126
Amount of liabilities secured 3,829,338 3,123,207
— of which: under repurchase
agreements 1,057,338 1,551,207

The table above shows assets where a charge has been granted to
secure liabilities on a legal and contractual basis. These transactions
are conducted under terms that are usual and customary to
collateralized transactions including repurchase agreements, and
include assets pledged to cover short positions and to facilitate
settlement processes with clearing houses.
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26. FARBBERAE®

(T) BEHEEAE

MARKEZ ARR/EEA - BTIABUEMELE
HEMR AR EW 2 SAERE (AR T

26. CONTINGENT LIABILITIES AND COMMITMENTS

(Continued)

(d) Operating lease commitments

Where a Group company is the lessor, the future minimum lease
payments receivable under non-cancellable building operating leases

are as follows:

20214 20204
6H30H 12H31H
As at As at

30 Jun 2021 31 Dec 2020

1E AR
1224
2ZE3F
3E44F

o - AEEERERA - ERFIE TIAME
ZHE - R2021F6A30H @ HzRSHEMmMESX
2 BER KBTS A13,432,0007% 7T (2020
412H31H : 28,953,000/ 7C) °

Within 1 year 14,557 15,102
Between 1 and 2 years 7,558 9,469
Between 2 and 3 years 1,617 3,265
Between 3 and 4 years - 508

23,732 28,344

In addition, the Group has, as a lessee, entered into a number of leases
that have not yet commenced. The aggregate lease payments payable
under these leases as at 30 June 2021 amount to HK$13,432,000 (31
December 2020: HK$28,953,000).
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27. FHMADH

TEROMARBERBREMREERAOBIHAKL
RPAELDA(ER) 2 RBRPRI B2 EER

27. MATURITY ANALYSIS

The table below analyses the Group’s assets and liabilities into relevant
maturity groupings based on the remaining period at the end of the

afEo reporting period to the contractual maturity date or, where applicable,
the earliest callable date.
1ERNE  3EALE
18R EB3EAZMT EE 184E
HaEE HUT  3months or Over Z5% SEL L

Repayable Upto lesshut over 3months  Over1 year Over  EIHAEH Ehr
202156830A At 30 June 2021 on demand 1 month 1 month to1 year to 5 years 5years Indefinite Total
BB Assets
B RERTNES Cash and balances with banks 4409648 11,796,501 - - - - - 16,206,149
fEEMERERR Placements with banks maturing

BIEeER between one and twelve months - - 2072638 611,193 - = - 2,683,831
RIEBERBIES Trading securities - 32499  1,77533% 3,526,350 44,004 = - 5670686
IAFEFBEESEEIA  Financial assets at fair value through

BafeREE profit or loss - - - - - - 578,838 578,838
TEERTA Derivative financial instruments 490 74,390 30,938 61,459 159,383 113,544 - 440,204
EEERRAMEE Advances and other accounts 7658215 27561466  9,600985 21837916 30124462 42,002,111 1,330,795 149,124,950
WATEFEAEEHHA  Financial assets at fair value through

Ef2EUENEREE  other comprehensive income - 315197 1824419 9216838 17544693 9805275 4804258 46,490,680
DB ATENSEEE  Financial assets at amortised cost 252,421 379,664 490,982 4307493 9803365 7,301,328 13384 22,548,643
BENTRE Investment in an associate - - - - - - 4190809 4,190,809
AREHEERA Investments in jointly controlled

entities - - - - - - 122,388 122,388
B Gooduil - - - - - - 776,364 776,364
BYEE Intangiole assets - - - - - - 80,927 80,027
NEREMEATEE Premises and other fixed assets - - - - - - 31TM8 3137418
eV Investment properties - - - - - - 671,150 671,150
ELHAEE Deferred income tax assets - - - - 64,089 - - 64,089
BEAH Total assets 12,320,780 43252214 15804298 39,561,249 66,739,996 59,312,258  15796,326 252,787,121
B Liabilities
ROTH Deposits from banks 29448 1571955 1,278,073 - - - - 2879476
TEERTA Derivative financial instruments 838 85,486 53,308 109,541 802,327 854,822 - 1,906,322
BIEEERRMER Trading liabilities - 759,505 2473116 11,063 - - - 3,244,284
RFER Deposits from customers 100,806,050 68895191 9535322 8325528 1,046,486 = - 189,208,577
BEARETE Certificates of deposit issued - - 1654725 382024 154,769 - - 5631718
kEER Subordinated notes - - - 1953515 1,838,176 5 - 3,791,691
HERR Lease liabilities - 12,766 25,362 92,263 304,135 188,514 - 623,040
R RER Other accounts and accruals,

MEHERE excluding lease liabilities 74,201 2,588,592 312,070 1,577,693 1,265,749 986,595 1,355,370 8,160,270
el Current income tax liabilties - - - 266,029 - - = 266,029
EtHAaE Deferred income tax liabilties - - - - 141,641 - - 141,641
BERH Total liabilities 100,910,537 73913495 15332576 16,157,356 6,153,283 2,029,931 1,355,370 215,853,048
FREMEE Net liquidity gap (88,589,757)  (30,661,281) 41,722 23403393 60,586,713 57,282,327 14,440,956 36,934,073
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27. FHMBSH@E 27. MATURITY ANALYSIS (continued)

1AL SERNE
18R B3EAZUT Ef 1ML

HEEE T 3monthsor Over E5F BED F
Repayable Upto  less but over 3months  Over 1 year Over  EFHEEH £
2020F12A310 At 31 December 2020 on demand 1 month 1 month to 1 year to5 years 5 years Indefinite Total
BE Assets
ReREHIMES Cash and balances with banks 4,896,202 7,350,737 3,872,561 - - - - 16,119,500
fEEmERERR Placements with banks maturing

3IEBRR between one and twelve months - - 2287400 3505338 - - - 5742740
BIEEERRNES Trading securities - 789,485 1,953,794 2,306,679 30,089 - - 5,080,047
WATEFSEESE A Financial assets at fair value through

EnkeRaE profit or loss - - - - - - 557,353 557,353
THESRTIE Derivative financial instruments - 184,892 373,886 362,305 193,688 32,430 - 1,147,201
FRERRAMEE Advances and other accounts 7,576,141 23,644,219 12,292,148 21195493 39,675080 41,807,136 1,714,590 147,904,807
WATEFSEERE A Financial assets at fair value through

ErENGNEREE other comprehensive income - 1,583,228 6,081,943 7447465 18,237,686 8,412,722 4,632,660 46,395,704
DESATTEMEBEE  Financial assets at amortised cost - 876,659 867,655 2,307,684 11,142,951 7,694,667 13367 22,902,983
BanARE Investment in an associate - - - - - - 4meer 421
AREHEERE Investments in jointly controlled

entities - - - - - - 105,553 105,553
BE Gooduil - - - - - - 776,364 776,364
BIAE Intangible assets - - - - - - 80927 80,927
EREMETEE Premises and other fixed assets - - - - - - 3,128,922 3,128,922
RENE Investment properties - - - - - - 671,150 671,150
ELHEEE Deferred income tax assets - - - - 69,923 - - 69,923
BEA Total assets 12472343 34429220 27,679,389  37,124964  69,349417 57946955 15958813 254,961,101
EE Liabilties
RTER Deposits from banks 197205 1850234 1712913 - - - - 3500442
TESRTIE Derivative financial instruments - 172,487 304,462 369,288 1,043,400 1,287,030 - 3,196,667
BIEEERRMEE Trading liabilities - 160,498 969,028 440,132 1,017 - - 1,570,675
ZEGR Deposits from customers 102,005,801 69,682,077 8,705,645 6,874,190 2,633,632 - - 189,901,345
ERINENE Certificates of deposit issued - 1,007,680 464,932 6,551,296 101,894 - - 8,125,802
BB Subordinated notes - - - 1,964,475 1,863,983 - - 3,828,458
=] Lease liabilities - 15,207 38,223 120,033 297,806 218,181 - 689,450
EhEERER Other accounts and accruals,

MEHERE excluding lease liabilties 74176 2,302,903 426,634 1,399,689 1,132,838 1,062,585 1,622,343 8,021,168
SEfEas Current income tax liabilties - - - 389,147 - - - 389,147
ELHEEE Deferred income tax liabilities - - - - 46978 - - 46,978
BEAT Total liabilties 102217272 T74991,086 12641837 18,108,250 7,121,548 2,567,796 1,622,343 219,270,132
beyit)liza Net liquidity gap (89,744929)  (40,561,866) 150375562 19,016,714 62,227,869  55379,159 14336470 35,690,969
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28.
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28. FAIR VALUE HIERARCHY

The Group measures fair values using the following hierarchy that
reflects the significance of the observable and unobservable inputs
used in the fair value measurement:

Level

1

KEEES °

BAFEFEZEENRAIE

Descriptions

Quoted prices (unadjusted) in active markets for identical
assets or liabilities. This level includes equity securities and
derivatives that are listed on exchanges.

Inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (that
is, as prices) or indirectly (that is, derived from prices). This
level includes the majority of the over-the-counter (“OTC”)
derivative contracts.

Inputs for the asset or liability that are not based on
observable market data (unobservable inputs). This
level includes equity and debt securities with significant
unobservable components.

Assets and liabilities measured at fair value:

REMATETE Recurring fair value measurements
F18R 2R R T a5
20216 H30H At 30 Jun 2021 Level 1 Level 2 Level 3 Total
kN Descriptions
NHEFTEBREES) Financial assets at fair value
u‘l’)\?ﬁﬁﬁﬁ’]%gﬂé? through profit or loss
BERHE S Debt securities - 5,670,686 54,342 5,725,028
EEMES Equity securities 524,496 = = 524,496
TEEHMT A Derivative financial instruments
BIEEERS Held for trading 12,661 184,748 - 197,409
FH RESE Held for hedging - 242,795 = 242,795
ANPEHEBHZEHIH A Financial assets at fair value through
HipzmhsmesEE other comprehensive income
T,j FhE Debt securities - 41,580,085 - 41,580,085
M R A Equity securities 4,811,618 16,412 82,565 4,910,595
AT EFEZEERRT Total assets measured at fair value 5,348,775 47,694,726 136,907 53,180,408
NFEEFEBHES T A Financial liabilities at fair value
Tﬁﬁﬁﬂﬁiraﬁﬁﬁ through profit or loss
—RHEEERE - held for trading
BEBES Debt securities - 3,244,284 - 3,244,284
TEEHMT A Derivative financial instruments
BIEEERS Held for trading - 219,486 - 219,486
FEBEEH Held for hedging - 1,686,836 - 1,686,836
BNV EFEZBESE Total liabilities measured at
fair value - 5,150,606 - 5,150,606
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28. AV ERAM
BATEFEZEERER  (8)
RERFIBHEE L SREERIF LHERIEE

FRREES - MWEEREERA VAR &
Hp AR

# %2021 6 A30H 1L61E A 2020512 431 H
LFE BESREENBEEAREHAFE

28. FAIR VALUE HIERARCHY (continued)
Assets and liabilities measured at fair value: (Continued)
Financial assets classified as Level 3 assets represent investments in

unlisted equity securities and investment funds. They are stated at fair
value which approximates the cost.

For the six months ended 30 June 2021 and the year ended 31
December 2020, there were no transfers of financial assets and

BRPHERG - FEEEBAEHKE liabilities into or out of the Level 3 fair value hierarchy. The changes in
B carrying value represent the revaluation gains/losses.
KENANTERTE Recurring fair value measurements (Continued)
E1R E24 EoR &%
202012 A31H At 31 Dec 2020 Level 1 Level 2 Level 3 Total
AES Descriptions
NHEEBREES) Financial assets at fair value

E+A?E@E@%£mﬁéf§ through profit or loss

BESES Debt securities - 5,080,047 33,109 5,113,156

S EES Equity securities 524,244 - - 524,244
PTESMIA Derivative financial instruments

HEEEAR Held for trading 11,387 945,983 - 957,370

FE REEH Held for hedging - 189,831 - 189,831
AN TFERTE B EES)E A Financial assets at fair value through

EmemiiEnsmiE other comprehensive income

BERSE 5 Debt securities - 41,747,048 - 41,747,048

EREES Equity securities 4,550,097 16,070 82,489 4,648,656
BRAVEFEZEEST Total assets measured at fair value 5,085,728 47,978,979 115,598 53,180,305

UAFETEHEHEZEE A Financial liabilities at fair value

BaemaE through profit or loss

—FEEEAR - held for trading

BERE A Debt securities - 1,570,675 - 1,570,675
TESmTIA Derivative financial instruments

BIEEEAZ Held for trading 5,479 899,670 - 905,149

FH RESE Held for hedging - 2,291,518 - 2,291,518
BEAFENEZABEAR Total liabilities measured at

fair value 5,479 4,761,863 - 4,767,342
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28. NV EER@
BAFEFECEENREE (@)

28. FAIR VALUE HIERARCHY (Continued)

Assets and liabilities measured at fair value: (Continued)

NAFEFE
BHEZH
s AEBEN
SREE
Financial
assets
designated
at fair value
through
profit
or loss
BEHBHFREES Debt securities — Investment funds
202141418 At 1 January 2021 33,109
#hig Addition 21,784
N EEE Fair value loss (551)
2021%6H30H At 30 June 2021 54,342
BREEERRNEEN2021F6 A308FE2 Total loss for the period included in profit or loss
EIMAE EH R EEE for Level 3 assets held at 30 June 2021 (551)
20201 A1H At 1 January 2020 33,259
NEEEE Fair value loss (150)
202012 A31H At 31 December 2020 33,109
BIEEIBEENE R 2020F 12 A318EE = Total loss for the year included in profit or loss
FEIRRNEENFEERSIE for Level 3 assets held at 31 December 2020 (150)
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29. HRETREREEEEZRERE 29.
BRI 2EERRREERHRT(F

RECONCILIATION OF OPERATING PROFIT BEFORE
GAINS AND LOSSES ON CERTAIN INVESTMENTS

)/ RAFEHER AND FIXED ASSETS TO NET CASH (USED IN)/FROM
OPERATING ACTIVITIES
HZ=6H30H 1-61E A For the six months ended 30 June
2021 2020
%Dﬁ?”?&é&lﬁéﬁ%ZWﬁé& Operating profit before gains and losses on
EiEa &R T certain investments and fixed assets 1,218,130 915,901
R BUA Net interest income (1,968,209) (1,872,520
% B s Dividend income (90,253) (60,458)
EERERSE Credit impairment losses 116,789 365,245
R EI 8 2 B R F 58 Advances written off net of recoveries (97,285) (171,529)
e Depreciation 216,292 183,065
VARG S AT LARR I 1B R BT BN 2 1 Provision for equity-settled share-based
compensation 286 479
BUFIE Interest received 3,002,552 3,083,862
BERFIE Interest paid (540,498)  (1,447,915)
B S Dividend received 110,887 178,845
HEBENBEEYH 2 EERTF Operating profit before changes in
operating assets and liabilities 1,968,691 1,174,975
CEEERBBCET Changes in operating assets and liabilities:
—REIE B BA3ME A 2 A ke TR - money at call and short notice with
an original maturity beyond
three months (942,155) 712,203
—[REIHA B B iB3ME A 2 EIRITI T - placements with banks with an original
maturity beyond three months 3,165,349 (2,117,094)
—FHEEERBES - trading securities (133,702 2,467,479
—{THEEmTE — derivative financial instruments (583,348) 1,821,387
—UAFEFE AR ABENEREE - financial assets at fair value through
profit or loss (22,092) 484,699
-B5%E - trade bills (534,628) 278,841
—-BFPER - advances to customers (1,659,601) (1,288,278)
—HfhARE - other accounts 927,999 (2,071,831)
—UAFEE AR T ALMEEEZEN — financial assets at fair value through
EREE other comprehensive income (2,347,101)  (2,978,655)
— BB AN S REE — financial assets at amortised cost (2,490) (5,174,636)
—IRITER - deposits from banks (620,966) 2,232,139
—-BEEERENEE - trading liabilities 1,673,609 (825,511)
—BPER - deposits from customers (692,768) 4,965,610
—BITIEE - certificates of deposit issued (2,502,689) 1,639,715
—HifR B RIER - other accounts and accruals 183,756 2,075,724
M B Exchange adjustments (1,655) 181,417
REEEB(FMA),/ TARRS Cash (used in)/generated from operating
activities (2,123,791) 3,578,184
TREBITOTREZNE Interest paid on certificates of deposit
issued (75,101) (80,730)
EHEENER Hong Kong profits tax paid (299,996) (338,520)
BAUBINRIA Overseas tax paid (2,305) @1)
wEES(FA)/ RARSFE Net cash (used in)/from operating activities (2,501,193) 3,158,913
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30. OPERATING SEGMENT REPORTING

Segment reporting by the Group is prepared in accordance with
HKFRS 8 “Operating Segments”. Information reported to the chief
operating decision maker, including the Chief Executive and other
Executive Committee members, for the purposes of resource allocation
and performance assessment, is determined on the basis of banking
business and insurance business. For banking business, operating
performances are analysed by business activities for local banking
business, and on business entity basis for overseas banking business.
For insurance business, resources allocation and performance
evaluation are based on insurance business entity basis.

Considering the customer groups, products and services of local
businesses, the economic environment and regulations, the Group
splits the operating segments of the Group into the following reportable
segments:

° Personal banking business includes the acceptance of deposits
from individual customers and the extension of residential
mortgage lending, personal loans, overdraft, vehicle financing
and credit card services, and the provision of insurance sales
and investment services.

o Corporate banking business includes the acceptance of deposits
from and the advance of loans and working capital finance
to commercial, industrial and institutional customers, and the
provision of trade financing.

° Treasury and global markets activities are mainly the provision
of foreign exchange services and centralised cash management
for deposit taking and lending, interest rate risk management,
management of investment in securities and the overall funding
of the Group.

o Overseas banking businesses include personal banking,
corporate banking business activities provided by overseas
subsidiaries in Macau and China, and the Group’s interest in a

commercial bank in China.
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30. EEDIERE @)

s  REREBEREAKEZRBRIERESER
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30. OPERATING SEGMENT REPORTING (Continued)

° Insurance business includes the Group’s insurance and pension
fund management business. Through the Group’s wholly-
owned subsidiaries in Hong Kong and 96% owned subsidiaries
in Macau, the Group offers a variety of insurance products and

services.

° Others include results of operations not directly identified under
other reportable segments, corporate investments and debt
funding (including subordinated notes).

For the purpose of segment reporting, revenue derived from
customers, products and services directly identifiable with individual
segments are reported directly under respective segments, while
revenue and funding cost arising from inter-segment funding
operation and funding resources are allocated to segments by way
of transfer pricing mechanism with reference to market interest rates.
Transactions within segments are priced based on similar terms
offered to or transacted with external parties. Inter-segment income or
expenses are eliminated on consolidation.

All direct costs incurred by different segments are grouped under
respective segments. Indirect costs and support functions’ costs are
allocated to various segments and products based on effort and time
spent as well as segments’ operating income depending on the nature
of costs incurred. Costs related to corporate activities that cannot be
reasonably allocated to segments, products and support functions are
grouped under Others as unallocated corporate expenses.
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30. EXSEHEH@® 30. OPERATING SEGMENT REPORTING (Continued)
B ZE2021F6H30H618A For the six months ended 30 June 2021
BERER
%S
BART  BEBT Teasuy BT RBEER EER
Personal  Corporate  and Global ~ Overseas  Insurance Hit Inter- by
Banking Banking Markets Banking  Business Others segment Total
FHSMA/ (Kih) Net interest income/(expenses) 797,488 591,285 387,720 245930 2,534 (56,748) - 1,968,209
RSN/ (i) Non-interest income/
(expenses) 538,433 103,669 27,594 66,553 119,657 62,311 (7,444) 910,773
MRRBEEZEEWA/ Total operating income/
(i) (expenses) net of
insurance claims 1,335,921 694,954 415,314 312,483 122,191 5,563 (7,444) 2,878,982
BELH Operating expenses (821447) (41605 (95785  (264021)  (T1557)  (57,092) 7444 (1544,03)
NGBEERESE) /B Operating profit/loss) before
BIZ2BER/(BB)  creditimpaiment (osses)/
written back 514,474 453,349 319,529 48,462 50,634 (51,529) - 1,334,919
EERESE) /B  Creditimpairment (osses)/
written back (108,627) (29,286) 133 20,683 (100) 408 - (116,789)
TREEHEER) /2% Operating profit/oss) after
B22E%EA /(B%8)  creditimpairment (osses)/
written back 405,847 424,063 319,662 69,145 50,534 (51,121) - 1,218,130
HEEMETEEY Net loss on disposal of other
FEE fixed assets (2,240) (1,031) (16) (1) - (3,531) - (6,895)
HENATFEGFEEE  Netgain on disposal of
EHHAEMREUE  financial assets at fair
MemaE e value through other
comprehensive income - - 3,875 - - - - 3,875
i YN Share of results of an associate - - - 433,054 - - - 433,054
BENEIRE ZREEE  Impaiment loss on investment
in an associate - - - (251,000) - - - (251,000)
BELERELTRELZ  Loss on deemed disposal of
BE investment in an associate - - - (81,202) - - - (31,202)
FEEEREAERZEE  Share of results of jointly
controlled entities - - - - - 16,835 - 16,835
BaER/ (B8) Profit/(loss) before taxation 403607 423,032 323,521 219,920 50,534 (37,817) - 1,382,797
BB/ Taxation (expenses}/credit (66,611) (69,768) (53,358) (31,220) (9,349) 14,423 - (215889)
HHatl/ (F58) Profit/(loss) for the period 336,996 353,264 270,163 188,700 41,185 (23,394) - 1,166,914
HZ0021F6A30H1E  Forthe six months ended
6fEA 30 June 2021
FERSHER Depreciation and amortisation 38,403 7,645 4,039 29,493 5,475 131,237 = 216,292
720216 4308 As at 30 June 2021
PEEE Segment assets 55,407,885 67,652,540 82,090,403 37,431,876 5,001,299 11,489,055  (6,285,937) 252,787,121
PERR Segment liabilities 113,915,143 46,511,359 15,316,168 29,197,919 1,764,017 15434,379  (6,285,937) 215,853,048
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30. EXSEHEH@® 30. OPERATING SEGMENT REPORTING (Continued)
# 2202096 H30H 1L61E A For the six months ended 30 June 2020
MERER
(3
BAST  CEET Treasuy  BNRT REBEER Ll
Personal ~ Corporate  and Global ~ Overseas  Insurance Eh Inter- e
Banking Banking Markets Banking Business Others segment Total
FHSMA/ (i) Netinterestincome/(expenses) 806,614 564,334 307,145 243251 7,303 (56,127) - 1872520
FEFBIA/ (i) Non-interest income/
(expenses) 494,781 89,338 104,806 54,467 17,172 24,547 (6,537) 878,574
HRRRE 48 Total operating income/
WA/ (i) (expenses) net of
insurance claims 1,301,395 653,672 411,951 297,718 124,475 (31,580) (6,537) 2,751,094
HETH Operating expenses (811,981)  (254,547) (88,540)  (246,094) (67,900) (7,423) 6,537  (1,469,948)
NGEERESEMZ  Operating profit/(loss) before
EEEH/(FR) credit impairment losses 489,414 399,125 323,411 51,624 56,575 (39,003) - 1,281,146
EEREEE Credit impairment losses (224,128) (48,234) (18,329) (73,264) (451) (839) - (365,245)
NGEERESERZ  Operating profit/(oss) after
BERH/(B8) credit impairment losses 265286 350,891 305,082 (21,640) 56,124 (39,842) - 915901
HELHETEEY Net loss on disposal of other
FEB fixed assets (2,829) - - (31) - Y] - (2,867)
HENATESERE  Netgainon disposal of
B AEM2ENGE  financial assets at fair
MeREE 2 e value through other
comprehensive income - - 11,594 - - - - 11,594
N Share of results of an associate - - - 411,759 - - - 411,759
BLNRIREZHESE  Impairment loss on investment
in an associate - - - (200,000) - - - (200,000)
EIEEREAERZEE  Share of results of jointly
controlled entities - - - - - 13,580 - 13,580
BEET/ (B8) Profit/(loss) before taxation 262,457 350,891 316,676 190,088 56,124 (26,269) - 1,149,967
BB/ B Taxation (expenses)/credit (43,057) (68,067) (52,230) (4,448) (6,243) 2,346 - (161,699)
HHatl/ (58) Profit/(loss) for the period 219,400 292,824 264,446 185,640 49,881 (23,923) - 988,268
HZ2020F6A30E8 1L For the six months ended 30
6184 June 2020
REREHER Depreciation and amortisation 37,549 7,774 3,533 27,855 3,957 102,397 - 183,065
720206124318 As at 31 December 2020
NEEE Segment assets 53,965,730 66,782,037 84,562,197 38,200,663 4,753,741 11,990,176  (5,293,443) 254,961,101
PEEE Segment liabilities 112,788,974 46,684,129 16,220,032 29,899,300 1,767,611 17,203529  (5,293,443) 219,270,132
EigER Geographical information

BN BERDREBEASERIBEPREMHR
% BEBER S RETBENEEREZ T
ih o #E 202146 H30H 1k 202046 H30H 1E
HiR - BRARIN  WEE-BRIEEDBEK

10% A L2 RNEBZEE - AIE

SHFRIATE R ©

BB -

Geographical segment information is based on the domicile of the legal
entities within the Group with business dealing and relationship with,
and services to external customers. For the six months ended 30 June
2021 and 2020, no single country or geographical segment other than
Hong Kong contributed 10% or more of the Group’s assets, liabilities,
operating income, or profit before taxation.
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31. ERERSEZEIIDN 31. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES
() RIT¥EDEZEFERBBE(UERA (@ Gross advances to customers by industry sector
ZoERUSEARRENBES LS classified according to the usage of loans and analysed
#) by percentage covered by collateral
202146 A30H 202012 A31H
As at 30 Jun 2021 As at 31 Dec 2020
BXaE Exms
ZERRRE ZHEAMDRE
ZHEDE 2B
% of gross % of gross
REBERR advances REEEH advances
Outstanding covered by  Outstanding covered by
balance collateral balance collateral
ERBERNER Loans for use in Hong Kong
TEsh Industrial, commercial and financial
—MEERE - Property development 6,110,389 59.7 5,611,830 66.5
—MERE - Property investment 17,844,068 88.6 17,221,674 92.4
—SRNE - Financial concerns 5,061,824 9.0 5,756,814 5.8
—RELLRL - Stockbrokers 2,324,471 62.8 1,733,867 46.7
— LM TEE - Wholesale and retail trade 5,777,869 90.4 6,004,660 90.4
— g% - Manufacturing 1,578,804 61.3 1,790,941 56.4
— BB LERRE - Transport and transport equipment 2,324,069 83.1 2,512,559 80.1
—FBEEE) - Recreational activities 95,023 99.8 96,223 99.6
—EABH - Information technology 50,422 82.3 51,827 86.5
—Hftn - Others 6,810,726 80.3 6,003,396 68.4
47,977,665 73.2 46,783,791 71.6
EA Individuals
-BEEEAHEHE] - - Loans for the purchase of flats in
[MAZERERETE IR Home Ownership Scheme,
[MHEEHEE] Private Sector Participation
BFER Scheme and Tenants
Purchase Scheme 524,781 100.0 558,428 100.0
-BEHEBEEMEER - Loans for the purchase of other
residential properties 31,753,603 100.0 31,260,619 100.0
—ERRER - Credit card advances 3,607,905 - 3,610,141 -
—Hftw - Others 13,070,537 50.7 13,079,682 51.6
48,956,826 79.5 48,508,870 79.5
EEBFERNER Loans for use in Hong Kong 96,934,491 76.4 95,292,661 75.6
B omA (7)) Trade finance (Note (1)) 8,080,113 60.6 8,115,481 61.5
EEBUIMERMNER(EQ)  Loans for use outside Hong Kong
(Note (2)) 34,222,381 61.0 34,169,242 63.7
139,236,985 7.7 137,577,384 71.8
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31.

ERERGRE BN @

() RIS B2 EFERBBEUNERA

Q)

@

ERoERUSEHERRENE LD
) (@

LRIRZBSMERSEEESEREHZA
BiEsImaEARELED HONEBOMNRE -
UEEMESBEEZER

TEREBZBHMEBR(BERFRITZIEI
RITMBARE T2 ESHRE ) #(5332,918,000
77 (20209F12 431 A : 260,328,000 7T ) 7 48
RITEEBAIMERRERIET -
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31.

(a)

Note:

ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

Trade finance shown above represents loans covering finance of
imports to Hong Kong, exports and re-exports from Hong Kong and
merchandising trade classified with reference to the relevant guidelines
issued by the HKMA.

Trade finance loans not involving Hong Kong (including trade
finance extended by the overseas subsidiary banks of DSB) totalling
HK$332,918,000 (31 December 2020: HK$260,328,000) are classified
under “Loans for use outside Hong Kong”.

“Loans for use outside Hong Kong” include loans extended to customers
located in Hong Kong with the finance used outside Hong Kong.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021



RIEEZ 2 T HIRS AR B3R R MY ot

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAIPIR - BB E AN (Expressed in thousands of Hong Kong dollars unless otherwise stated)

31. EERBREZBEIITH @

() RIS B2 EFERBBEUNERA
BRoERUZERRRENEI LS

) (@

Bilinirh SRR TP EREE10%HIA LHTT
¥ HEMBEENRE BHERER  BRS- Rk
FEE1 PR 2B ELEBIAT -

31. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(@) Gross advances to customers by industry sector
classified according to the usage of loans and analysed
by percentage covered by collateral (Continued)

For each industry sector reported above with loan balance constituting
10% or more of the total balance of advances to customers, the
attributable amount of impaired loans, overdue loans, Stage 3, and
Stage 1 and Stage 2 impairment allowances are as follows:

EXAE BRE1R
BARER PEER2
REER HEiB3fE A P& Ex3 REERE
(P& £x3) Gross HEEE Stage 1 and
REEL Impaired advances Stage 3 Stage 2
Outstanding loans overdue for impairment impairment
202146 830H As at 30 Jun 2021 balance (Stage 3)  over 3 months allowances allowances
EEBEANER Loans for use in Hong Kong
TEeH Industrial, commercial and financial
—-ERE - Property investment 17,844,068 40,599 35,238 10,205 104,698
A Individuals
~-BEHEMEE - Loans for the purchase of other
MEET residential properties 31,753,603 84,232 58,872 10,338 43,044
EEBMIMEARNER Loans for use outside Hong Kong 34,222,381 469,721 457,094 201,696 143,493
S PRER1 ]
AEAER FRER2
AEE HBiB3fE A PRER3 BEERE
(2% Gross REEE Stage 1 and
AERER Impaired advances Stage 3 Stage 2
Outstanding loans overdue for impairment impairment
202012 A431H As at 31 Dec 2020 balance (Stage 3)  over 3 months allowances allowances
EEBERNER Loans for use in Hong Kong
TEcw Industrial, commercial and financial
—MERE - Property investment 17,221,674 59,373 41,590 4,705 95,584
{EN Individuals
-BEEMAEE - Loans for the purchase of other
MEER residential properties 31,260,619 62,747 92,630 7,826 40,076
EEBUIMERRER Loans for use outside Hong Kong 34,169,242 520,305 400,017 187,244 154,835
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31. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(o) Mainland activities exposures

The analysis of Mainland activities exposures is based on the
categories of non-bank counterparties and the type of direct exposures
defined by the HKMA under the Banking (Disclosure) Rules with
reference to the HKMA Return of Mainland Activities, which includes
the Mainland activities exposures extended by DSB and its Mainland
subsidiary bank only.

BEGERA EEAERH
HEhEE HEREE R
On-balance Off-balance Total
2021F6H30H As at 30 June 2021 sheet exposure  sheet exposure exposures
1. R - RBFTEGNMER 1. Central government, central government-owned entities
HitBARAMagna((4ERF)) and their subsidiaries and joint ventures (“JV”s) 8,159,965 120,021 8,279,986
2. WA - BT AR 2. Local governments, local government-owned entities
HINBARIMAE AR and their subsidiaries and JVs 1,289,705 275,246 1,564,951
3. BEETEAMzEEHATEN 3. PRC nationals residing in Mainland China or other
XL E AL IS R HL BB A B entities incorporated in Mainland China and their
N subsidiaries and JVs 14,662,514 1,625,947 16,288,461
4, REEFRE—B2B 7R RYFH 4. Other entities of central government not reported
Hiv s in item 1 above 2,970,664 33,351 3,004,015
5. RBELME-EEH M AHIGH 5. Other entities of local governments not reported
HAs in item 2 above 1,345,174 263,182 1,608,356
6. BEER BN 2 BIRHEF 6. PRC nationals residing outside Mainland China or
P BAINGR L BIHERE - T e 0 entities incorporated outside Mainland China where
BHAFR B A the credits are granted for use in Mainland China 11,232,260 702,214 11,934,474
7. B X S5HTF - HHERAEHS 7. Other counterparties where the exposures are
AEIEFTERPRHBE considered to be non-bank Mainland China exposures 680,069 426 680,495
40,340,351 3,020,387 43,360,738
AT REAMBRITIHB AT Total assets of DSB and its Mainland subsidiary bank
G EEE AR after provision 229,413,920
BEBERNNSEIEEEAHANE  On-balance sheet exposures as percentage of total assets 17.58%

5 -

P ERBBEEEEFERERLEMUTLREZS
LR

Note:

The balances of exposures reported above include gross advances and other
balances of claims on the customers.
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31. EERBREZEIIDT @ 31. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)
(Z) HHhBREEBNERE@® (b) Mainland activities exposures (Continued)
BEBERA  EEBERI
HOEAEE B e
On-balance Off-balance Total
2020412 431H As at 31 December 2020 sheet exposure  sheet exposure exposures
1. RREST - PREFTHEBOMELR 1. Central government, central government-owned entities
HEWBARMEE AR and their subsidiaries and JVs 9,723,405 124,954 9,848,359
2 MFEN - A BFESRKER 2. Local governments, local government-owned entities
HEWBARNAERF and their subsidiaries and JVs 1,405,599 274,501 1,680,100
3. B EREMt zERGEFEAM 3. PRC nationals residing in Mainland China or other
A B E AR R E B AR entities incorporated in Mainland China and their
BEDNT subsidiaries and JVs 12,076,834 1,745,392 13,822,226
4 RBHELME—TAZR 2 HREFTE 4. Other entities of central government not reported
HAs in item 1 above 2,221,324 36,918 2,258,242
5. RAEELME-B2FK I AHFA 5. Other entities of local governments not reported
i in item 2 above 1,609,556 283,753 1,893,309
6. BEETEAANZBERIFEFRE 6. PRC nationals residing outside Mainland China or
P PAINGR L BIHERE - T e entities incorporated outside Mainland China where
ERR BN ER the credits are granted for use in Mainland China 11,647,569 592,157 12,239,726
7. ERSEF  EHRERGESFTE 7. Other counterparties where the exposures are
REEFEBTRRP KRS considered to be non-bank Mainland China exposures 1,100,005 - 1,100,005
39,784,292 3,057,675 42,841,967
RHRITRAARITH B L 7] Total assets of DSB and its Mainland subsidiary bank
B RBEE 2 BEART after provision 230,973,725
BEBBRANBEEEEATANL  On-balance sheet exposures as percentage of total assets 17.22%
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31. EERBREZBEITH @
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31. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(c) Analysis of gross advances to customers and overdue
loans by geographical area

Advances to customers by geographical area are classified according
to the location of the counterparties after taking into account the
transfer of risk. In general, risk transfer applies when an advance is
guaranteed by a party located in an area which is different from that of
the counterparty.

The following table analyses gross advances to customers, impaired
advances to customers (Stage 3), overdue advances to customers,
Stage 3, and Stage 1 and Stage 2 impairment allowances by
geographical area.

BRI
BEEFER 2
(P ER3) PR3 HEER
EFERME Impaired ~ BHEFER REEE Stage 1 and
Gross advances to Overdue Stage 3 Stage 2
advances to customers advances to impairment impairment
202146H30R As at 30 June 2021 customers (Stage 3) customers allowances allowances
B Hong Kong 117,461,376 1,057,978 610,967 511,408 615,002
H China 7,193,212 73,722 73,722 1,669 48,820
R Macau 13,497,531 210,813 210,813 74,477 33,103
Hit Others 1,084,866 - - - 8,365
139,236,985 1,342,513 895,502 587,554 705,290
FEER1 &

b EL,
RERFE o
(B53) wgs  PEER
RPESEE Impaired ~ BHIRFER BEEE Stage 1 and
Gross advances to Overdue Stage 3 Stage 2
advances to customers advances to impairment impairment
2020128315 As at 31 December 2020 customers (Stage 3) customers allowances allowances
o Hong Kong 115,234,954 1,239,712 600,421 467,445 595,174
] China 7,630,058 63,294 28,269 1,119 50,382
il Macau 13,686,148 270,797 270,797 87,944 42,121
ity Others 1,026,224 - 3,315 - 6,979
137,577,384 1,573,803 902,802 556,508 694,656
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31. EERBREZBEIITH @

(T) EIFR{ERE

BRERENZEEEBRARNERR  RIEXS
HFNMELMEREE ML 5 H FREEEHN
B> —RME  EXZEFNEEREHETR
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31. ADDITIONAL ANALYSIS ON CLAIMS AND
EXPOSURES (Continued)

(d) International claims

The information of international claims discloses exposures to foreign
counterparties on which the ultimate risk lies, and is derived according
to the location of the counterparties after taking into account any
transfer of risk. In general, transfer of risk from one country to another
is recognised if the claims against a counterparty are guaranteed by
another party in a different country or if the claims are on an overseas
branch of a bank whose head office is located in a different country.
Only regions constituting 10% or more of the aggregate international
claims after taking into account any recognised risk transfer are

disclosed.
FRITTARE
Non-bank private sector
FERAT
SRBE Fem
Non-bank FAARE
20216 430R At 30 June 2021 1T BEAHE financial  Non-financial BREAE
BEER In millions of HK$ Banks  Official sector institutions  private sector Total claims
BEEPL Offshore centres 5,748 12,141 6,955 148,735 173,579
—H B - of which: Hong Kong 4,826 11,183 6,955 132,984 155,948
EEPIAR Developing Asia and Pacific 28,610 1,264 707 17,542 48,123
—H - of which: Mainland China 19,011 1,100 359 13,568 34,038
FERITRL A
Non-bank private sector
IERIT
TR FeR
Non-bank FLAREE
2020124318 At 31 December 2020 i BAKE financial  Non-financial (EfEE
BEAT In millions of HK$ Banks  Official sector institutions ~ private sector Total claims
BEEFL Offshore centres 6,928 15,016 6,727 143,869 172,540
—Hd B - of which: Hong Kong 6,441 13,595 6,727 128,137 154,900
BEPOAR Developing Asia and Pacific 27,306 1,060 880 17,681 46,927
—Hap A - of which: Mainland China 19,036 894 526 14,159 34,615
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32.

RELATED-PARTY TRANSACTIONS

The Group enters into various continuing connected transactions
with related parties including fellow subsidiaries of the Group,
companies directly or indirectly controlled or significantly
influenced by shareholders or directors of the Company.

All continuing connected transactions were conducted in
the ordinary and usual course of business of the Group, on
normal commercial terms, and in accordance with the relevant
agreements on terms that are fair and reasonable and in the
interests of the shareholders of the Company as a whole.

The Company and its wholly-owned subsidiaries within the
Group received and incurred income and expense from the
continuing connected transactions (within the definition of
Rule 14A.31 of the Rules Governing the Listing of Securities on
The SEHK (the “Listing Rules”)) entered into with the non-wholly-
owned banking subsidiaries during the period. The aggregate
values of these transactions are within or consistent with the
respective annual caps applicable to the Group pursuant to
Rules 14A.53 and 14A.54 of the Listing Rules.

The Group provides credit facilities to, and takes deposits from,
the Group’s key management personnel, their close family
members and entities controlled by them. During the first half of
2021, there were no significant changes in the balances of these
credit facilities and deposits compared to the positions at 31
December 2020.

Key management personnel of the Company are executive
directors and there were no significant changes to their
remuneration terms in the six months ended 30 June 2021.
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33. RISK MANAGEMENT
A. Banking Group

The Group recognises the changing nature of risk and manages it
through a well-developed management structure.

Risk management is focused on credit risk, market risk, interest rate
risk, liquidity risk, operational risk, reputation risk and strategic risk.
Credit risk occurs mainly in the Group’s credit portfolios comprising
corporate and retail lending, equipment and hire purchase financing,
and treasury and financial institutions wholesale lending.

Market risk arises mainly from Treasury & Global Markets Division
(“TRD”) and is associated principally with the Group’s on- and off-
balance sheet positions in the trading book and its investment

securities.

Interest rate risk means the risk to the Group’s financial condition

resulting from adverse movements in interest rates.

Liquidity risk is the risk that the Group is unable to fund increases in
assets or meet its payment obligations associated with its financial
liabilities when they fall due without incurring unacceptable losses.

Operational risk is the risk of loss (direct or indirect) resulting from
inadequate or failed internal processes, people and systems or from

external events.

Reputation risk is the risk arising from the potential that negative
publicity regarding the Group’s business practices, operational errors
or operating performance, whether true or not, could cause customer
concerns or negative view, decline in the customer base or market
share, or lead to costly litigation or revenue reductions.

Strategic risk generally refers to the corporate risk that may bring
significant immediate or future negative impact on the financial and
market positions of the Group because of poor strategic decisions,
unacceptable financial performance, and inappropriate implementation
of strategies and lack of effective response to the market changes.
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33. RISK MANAGEMENT (Continued)

Banking Group (Continued)

The other risk management aspects are disclosed below.

(@) The risk management structure of the Group

The Board of Directors has the broad overall responsibility for
the management of all types of risk. The responsibilities of the
Board in relation to risk control are:

° the approval of the overall strategy and policies to ensure
that credit and other risks are properly managed at both
the transaction and portfolio levels;

° the management of risk, both financial and non-financial,
conducted through operational and administrative control
systems including the operation of the Group Audit
Committee (“AC”); review of key results (against forecasts),
operational statistics and policy compliance; and

° the review of financial performance by analysis against
approved budgets and analysis of variations in key non-
financial measures.

The Risk Management and Compliance Committee (“RMCC”)
has been delegated the authority to oversee and guide the
management of different risks which are more particularly
managed and dealt with by the Group Risk Division (“GRD”) and
different functional committees.

(o) Group Risk function

The independent Group Risk function is responsible for ensuring
that policies and mandates are established for the Group as a
whole. GRD monitors and reports the Group’s risk positions to
the Board via the RMCC, sets standards for the management of
financial risks and data integrity and ensures that the financial
risks are fully considered in the product planning and pricing
process. GRD reviews and manages all credit and risk exposure
policies for the Group including the approval of exposures to new
markets, economic sectors, organisations, credit products and
financial instruments which expose the Group to different types
of risks. In determining risk policies, GRD takes into account the
guidelines established by the HKMA, business direction, and risk
adjusted performance of each business.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(b) Group Risk function (Continued)

The Group’s risk management expertise continues to advance
the overall quality of the Group’s lending portfolios, and enables
the Group to meet the changing regulatory requirements
and enter into credit exposures with the confidence that it
understands the associated risks and rewards.

The Group continues to evolve its risk management capabilities
under the aegis of the Chief Risk Officer, Head of GRD, with
increasing focus of its risk strategy on risk and reward and
returns on capital. The Group uses a range of risk measurement
and analytical tools in its management of various risks which
it faces in its day-to-day businesses and these are continually
being enhanced and upgraded to reflect the ever-changing
business needs and the requirements of the regulators.

(c) Credit committees

The Group has a Group Credit Committee (“GCC”) for approving
major credit limits. The Credit Management Committee (“CMC”)
and the Treasury and Investment Risk Committee (“TIRC”)
are the functional committees responsible for approving and
recommending policies, limits and mandates for risk control in
loans and treasury business respectively. The credit risk function,
while set up to support the business areas, reports solely to the
GRD.

(d) Strategy in using financial instruments

The Group accepts deposits from customers at both fixed and
floating rates, and for various periods, and seeks to earn positive
interest margins by investing and lending these funds in a wide
range of assets. The Group seeks to increase these margins by
consolidating short-term funds and lending for longer periods
at higher rates, while maintaining sufficient liquidity to meet all
claims that might fall due.

The Group also seeks to apply its interest margins through
its lending to corporate and retail borrowers and to charge
customers appropriate fees and commission, taking into
consideration credit risk and market conditions. Such exposures
involve not just on-balance sheet loans and advances, as the
Group also enters into guarantees and other commitments such
as letters of credit, performance bonds and other bonds.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(d) Strategy in using financial instruments (Continued)

The Group also trades in financial instruments where it takes
positions in exchange-traded and OTC instruments, including
derivatives, to take advantage of short-term market movements
in equities and bonds and in currency and interest rate. The
Board places trading limits on the level of exposures that can be
taken in relation to market positions. Apart from specific hedging
arrangements, foreign exchange and interest rate exposures
are normally offset by entering into counterbalancing positions
(including transactions with customers or market counterparties),
or by the use of derivatives, thereby controlling the variability in
the net cash amounts required to liquidate market positions.

The Group also uses interest rate swap and other interest rate
derivatives to mitigate interest rate risk arising from changes in
interest rates that will result in decrease in the fair value of fixed
rate assets or increase in the fair value of fixed rate liabilities.
Part of these financial instruments are designated as fair value
hedges, and the terms of hedge including hedged item, amount,
interest rates, hedge period and purpose are determined and
documented at the inception of each fair value hedge. Hedge
effectiveness is assessed at inception on a prospective basis
and is reassessed, on an ongoing basis, based on actual
experience and valuation. Fair value hedge relationships that do
not meet the effectiveness test requirement of hedge accounting
are discontinued with effect from the date of ineffectiveness of
the fair value hedge.

(e) Creditrisk

The Group’s main credit risk is that borrowers or counterparties
may default on their payment obligations due to the Group.
These obligations arise from the Group’s lending and investment
activities, and trading of financial instruments (including
derivatives).

The Group has a GCC for approving major credit exposures.
The CMC and TIRC are the committees responsible for credit
policy formulation and portfolio monitoring of the loan and
treasury businesses respectively. These committees are all
chaired by the Chief Executive with certain Executive Directors
and senior business and credit officers as members. Credit
risk measurement, underwriting, approval and monitoring
requirements are detailed in credit policies.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021
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33. RISK MANAGEMENT (Continued)

A.

Banking Group (Continued)

(e) Credit risk (Continued)

The Group manages all types of credit risk on a prudent basis.
Credits are extended within the parameters set out in the credit
policies and are approved by different levels of management
based upon established guidelines and delegated authorities.
Credit exposures, limits and asset quality are regularly monitored
and controlled by management, credit committees and GRD.
The Group’s internal auditors also conduct regular reviews and
audits to ensure compliance with credit policies and procedures
and regulatory guidelines.

The Group has established policies and processes for the
approval and review of new products and activities, and credit
policies with details of the loan grading, or credit scoring,
processes and impairment policies.

(i) Credit risk exposures

Standard & Poor’s, Moody’s and Fitch are the external
credit assessment institutions (“ECAIs”) that the Group
uses for the assessment of its credit risk exposures to
banks, sovereigns, public sector entities, and collective
investment schemes as well as securitisation exposures
and exposures to rated corporates. The Group also has
an internal grading methodology for assessing credit
exposures to unrated corporates.

The process it uses to map ECAI issuer ratings to
exposures booked in its banking book follows the process
prescribed in Part 4 of the Banking (Capital) Rules.

(i)  Counterparty credit risk exposures

The Group exercises strict control limits in tenor and
outstanding amounts on net open positions arising from
OTC derivative transactions, repo-style transactions and
credit derivative contracts booked in its banking book or
trading book. The credit risk exposures associated with
these contracts are predominantly their current exposures
(i.e. the positive mark-to-market values favourable to the
Group). These credit risk exposures together with potential
exposures from market movements are managed as part
of the overall lending limits allowed to counterparties.
Collateral or other security is generally not obtained for
such credit risk exposures except variation margin to
cover credit risk exposure arising from OTC derivative
transactions under credit support arrangement with
counterparties pursuant to the margin standards set out in
the HKMA’s SPM CR-G-14 on “non-centrally cleared OTC
derivatives transactions”.

AT REBERARF 2021 F P HRERE



REEZ 2 T HIRS AR 5 R R M =t
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

58

33. EREE@ 33. RISK MANAGEMENT (Continued)

R, KER{TZ®@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)

(i) XBEFEERBEAE@

BHERAESX VRS IRBEF LR
SEX AR AT E B RS HEF I
RREL - AEERERXZHFI—
FHEERERETGREERE R
EEERR - REBE IR FES

ZHE - MPNEE R IR R AN B

st
= o
It

BASERTEBNTETEANZE
ARmEEGER  BRmEHEARE
B EEREREE -

ZRE BB B E BUR MAZ Fr ARSI X B2
ZFEAER - BIEREEITIEE 25
R Z A1 EFALME

iy WIEREERR

AEBRBZREEERRT A —K
ACRITE(ER) RADRBE AR E
AhniEE 273 WAL E AR G iE R
BEARETER  THEME  &iBE
FAE - RRUEBRIZEPER - K
SEREEBRE - REEMLREET
EREERAEERSEEHZ R -

REERRZ TBENEZBELER
HE AT A o MERP Z IR
W% ~HAMSEERKLSSIEA
HE—IR - SiEKE Z Y TR M
AEBZBERRBRATERTHERE

€ o
=

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021

(i)  Counterparty credit risk exposures (Continued)

Settlement risk arises in situations where a payment in
cash or a delivery of securities or equities is made in
expectation of a corresponding receipt in cash, securities
or equities. To mitigate settlement risk, daily settlement
limits are established for individual counterparty on the
aggregate of all settlements on a day. The Group will also
enter into netting arrangements and make settlement on
the basis of delivery against payment as appropriate.

Under the terms of the current collateral obligations of
the Group with respect to derivative contracts, collateral
movements are not linked with the credit ratings of the
Group.

The Group has in place the policies and procedures to
control and monitor wrong-way risk, including requiring
prior approval before entering into prescribed wrong-way
risk deals.

(iii)  Credit risk mitigation

The credit risk mitigation techniques used by the Group
are generally those recognised by the Banking (Capital)
Rules for reduced capital weighting. Common types
of collateral obtained are cash deposits, real estate
properties, equipment and vehicles. For certain types of
advances to customers, the Group also places reliance on
guarantees issued by governments, public sector entities
and corporates with acceptable credit rating.

The values of real estate properties taken as collateral
are appraised before the loan can be drawn. For property
collateral supporting problem accounts, their open market
values are appraised at least every three months. For
property collateral that has been repossessed, the Group’s
policy is to arrange for realisation as soon as practicable.
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33. EREE@ 33. RISK MANAGEMENT (Continued)
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R, KER{TZ®@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)

(iv) Expected credit loss measurement

The basic methodologies of the Group for measuring and
assessing impairment and impairment allowances required
for ECL of its credit exposures remain as those set out
in Note 3.2.2 of the Group’s annual audited financial
statements for the year ended 31 December 2020. To
recap, ECL is measured on either a 12-month or lifetime
basis depending on whether a significant increase in
credit risk has occurred since initial recognition or whether
an asset is considered to be credit-impaired. ECL is the
discounted product of the probability of default (“PD”),
exposures at default, and loss given default.

In the six months to 30 June 2021, the COVID-19
pandemic continued to bring uncertainties and challenges
to the global and local economies. While vaccines have
become available, there are variants of the virus which
had seriously impacted certain countries. Against this
background, even though economic activities have
resumed to a certain extent, the Group continued to adopt
prudent assessment and risk management procedures
in the measurement of ECL for the first half of 2021, as
discussed below.

AT REBERARF 2021 F P HRERE



REEZ 2 T HIRS AR 5 R R M =t

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS

(LABEEF TAPIR - BB B FEAASN) (Expressed in thousands of Hong Kong dollars unless otherwise stated)

33. EREE@
F. SERTR@®
(1R) FERRE @
vy BHEEBEE@®

RHEEFREEZENHAR
RfhE

E2020FF R RIS ARLL - @R
REEERBEDANE - A
SEMNEHEEBSBELR
EE 7R AN ARER20214F
6AREBRBERTHA - #
Z B FA20195 B T AR R T Y
Delta# &5 S FT 5 2R 0 T HEE
M WHEHE - KEBRESX
EERMEBUEEESDNERE
BRI FREER - ERIEEH
EEBEREUNER D
BREASEREHE - AEERM
BEEHEEN 2R RHEFT R R
W5 HA 2 38 4 sl AR R G MR AR
M RAHY - BHEEESR
ZEREMEFTEHEREASGZE
RERMBEHESILE - LAFT
TEFTEAMH LA R E
BEERLREH -

33. RISK MANAGEMENT (Continued)

Banking Group (Continued)

Credit risk (Continued)

(iv)

Expected credit loss measurement (Continued)

Estimation of PDs for the ECL models

The PDs derived statistically from the Group’s
ECL models have generally stabilized and lowered
coming to June 2021, on the back of the improved
macroeconomic outlook as compared with the
position as of the end of 2020. However, considering
that there are uncertainties brought about by
the COVID-19 Delta variant, and that the level of
economic activities are still well below pre-pandemic
level due to the closed borders, lower consumption
and higher unemployment, it was considered
appropriate to continue applying management
judgement over ECL model outputs. The Group
continued to take a longer term perspective in
estimating PDs for the upcoming period for selected
segments of the credit portfolio. The resultant
estimates of the required ECL allowances are
compared with the results of credit portfolio review
and scenario analysis to assess the reasonableness
of judgement applied and adequacy of credit
provisions made.

EHERE
IEREBERR
RS
Management
Adjustment as
a percentage
of outstanding

74202156 H30H As at 30 June 2021 balance
BEAWERITES HK Commercial Banking Portfolio 0.15%
BEATERITES HK Retail Banking Portfolio 0.06%
BB EXEBHES HK Treasury Portfolio -0.06%
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33. RISK MANAGEMENT (Continued)

A.

Banking Group (Continued)

(e)

Credit risk (Continued)

(iv)

Expected credit loss measurement (Continued)
Ongoing risk management procedures

The Group continued to review and follow up loan
accounts in the early warning list and carried out
proactive identification of accounts that could be
severely affected by prolonged impacts brought
about by COVID-19. The Group continued its review
on loan portfolios with higher potential risk of default.

Forward-looking information incorporated in the
ECL models

The forward-looking assumptions shown below
have been updated to reflect the market conditions
as at 30 June 2021 and the Group’s forecast. The
probability weightings assigned to each economic
scenario, “base”, “good” and “bad” as at 30 June
2021 and 31 December 2020, were 70%, 10% and
20% respectively.

The Group expects the potential impact of the
COVID-19 variants will take time to observe and
there could still be uncertainties ahead, which may
negatively impact the pace of economic growth in
the coming period.
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33. EBEEm 33. RISK MANAGEMENT (Continued)
R, KER{TZ@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)
(ivy FEHEEEBETE@® (ivy Expected credit loss measurement (Continued)
MATAEREESEER ZAE Forward-looking information incorporated in the
HER (@) ECL models (Continued)
BB RE Economic variable assumptions
AREETTEREEBBRZEXR Significant period-end economic variable assumptions
HREESH 2 BREHTRAT used for the ECL estimates are set out below:
54 Hf
RINEFI9%
Average of 1 H A RE
5-Year One-Year
R202156H30H As at 30 June 2021 Forward-Looking Forward-Looking
ERAMAEERERKE  Hong Kong GDP Growth Rate (%) % Base 2.6% 3.9%
(Bo) Rif Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BT EVEERER Hong Kong Residential Property ~ FH Base 4.6% 4.5%
2y (ast) Price Index Change (%) Rif Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BARER(BEHLL) Hong Kong Unemployment EHp Base 4.5% 6.0%*
Rate (%) Rif Good 3.1% 3.1%*
TR Bad 6.0% 5.9%*
* ZE1FHIRTE R R R * These one-year forward-looking rates represent
FH 2 TRFHFIE - forecast average rates for one year.
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33. EABEEm 33. RISK MANAGEMENT (Continued)
R, KER{TZ®@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)
(ivy FEHEEEBETE@® (ivy Expected credit loss measurement (Continued)
MATAEREESEER ZAE Forward-looking information incorporated in the
HER (@) ECL models (Continued)
A EEH 2 RTE () Economic variable assumptions (Continued)
55 H]
ATRE 98
Average of 1FHARIRE
5-Year One-Year
202012831 H As at 31 December 2020 Forward-Looking  Forward-Looking
EBRIEEREERER  Hong Kong GDP Growth Rate (%) & Base 2.8% 4.8%
(BHtL) RiF Good 2.9% 4.8%
TR Bad 1.3% -5.9%
BEREEYHEEBIER Hong Kong Residential Property ~ EH# Base 5.8% 5.6%
gE(HEIL) Price Index Change (%) Rif Good 12.1% 11.1%
TR Bad -15.5% -32.5%
BERELEXR(ESL) Hong Kong Unemployment i Base 4.0% 5.2%*
Rate (%) Ruf Good 3.1% 3.1%*
TR Bad 6.0% 5.9%"
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33. EABEEm 33. RISK MANAGEMENT (Continued)
R, KER{TZ®@ A. Banking Group (Continued)
(k) 8RR @ () Credit risk (Continued)

(ivy FEHEEEBETE@® (ivy Expected credit loss measurement (Continued)
MATAEREESEER ZAE Forward-looking information incorporated in the
HER (@) ECL models (Continued)

BRI T Sensitivity analysis
LT REEBEREENEH Set out below are the changes to the ECL that would
FHBRPNERBEMEL result from reasonably possible change in these
BELS2HMAEM LB parameters from the actual assumptions used in the
TBHEEEEEE A Group’s economic variable assumptions:
BHEEBFENTE
ECL Impact
Z2E£ %
7202156 H30H As at 30 June 2021 Retail Corporate
KEX Unemployment rates +1% 33,188 10,023
-1% -9,516 -7,066
EEBEERE GDP growth rates +0.5% -1,525 -13,436
-0.5% 1,554 14,642
Y EIRTEEL Property price indices +5% -1,360 -18,262
-5% 6,154 24,715
TEHEEEENTE
ECL Impact
=5 ¥
12020 127331H As at 31 December 2020 Retail Corporate
KEE Unemployment rates +1% 20,294 17,187
-1% -5,569 -9,890
FEREERE GDP growth rates +0.5% -2,408 -11,753
-0.5% 2,453 12,804
Y EBIRIEEL Property price indices +5% -624 -15,880
-5% 4,571 22,255
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33. EREE@ 33. RISK MANAGEMENT (Continued)

B, SELRTR@® A. Banking Group (Continued)
(R) EERB @ (e) Credit risk (Continued)
(ivy FEHEEEBETE@® (ivy Expected credit loss measurement (Continued)
SRITANEERB 2D Analysis of credit risk exposure of financial
instruments
T eMEENEDE && The gross carrying/notional amount of financial

EREBEN I AEEZES
BREEZ&ESEERR

assets below shown also represents the Group’s
maximum exposure to credit risk on these assets.

BIEB BTG 2 B EE

Financial assets subject to impairment

20216 H30H At 30 June 2021
REE/ 4228
Gross carrying/notional amount BHEE
BREE  RBEMUT FEEE

E% Special ~ Sub-standard &t ECL FE
Pass mention or below Total allowance Net
RITRERRIER Balance and placements with banks 18,892,887 - - 18,892,887 2907 18,889,980
~ B - Stage 1 18,892,887 - - 18,892,887 2907 18,889,980
-2 - Stage 2 - - - - - -
-3 - Stage 3 - - - - - -

IATEHEEEZEHA Debt instruments at fair value through other
EpzAlanERTA comprehensive income 40,033,507 - - 40,033,507 36,926 39,996,581
~ B - Stage 1 40,033,507 - - 40,033,507 36,926 39,996,581
—Kg2 - Stage 2 - - - - - -
—[E3 - Stage 3 - - - - - -
IR ATIRMERTA Debt instruments at amortised cost 22,572,331 - - 22,572,331 23,688 22,548,643
—P&&1 - Stage 1 22,572,331 - - 22,572,331 23688 22,548,643
—[Eg2 - Stage 2 - - - - - =
—E3 - Stage 3 - - - - - -
ZFER Advances to customers 137,035,230 859,242 1,342,513 139,236,985 1,292,844 137,944,141
~E - Stage 1 128,669,154 - - 128,669,154 490,264 128,178,890
—[Eer2 - Stage 2 8,366,076 859,242 - 9,225,318 215,026 9,010,202
&3 - Stage 3 - - 1,342,513 1,342,513 587,554 754,959
E55E Trade bills 4,325,752 - - 4,395,752 6,344 4,319,408
~E - Stage 1 4,318,831 - - 4,318,831 6,340 4,312,491
—[e2 - Stage 2 6,921 - - 6,921 4 6,917
—[B&3 - Stage 3 - - - - - -
JERT IS REMERE Accrued interest and other accounts 6,817,252 2,994 78,181 6,898,427 37,026 6,861,401
—BEE - Stage 1 6,801,596 - - 6,801,596 12,220 6,789,376
2] - Stage 2 15,656 2,994 - 18,650 580 18,070
~[BE3 -Stage 3 - - 78,181 78,181 24,226 53,955
SRBEREE Contingent liabilities and commitments 77,090,112 26,871 306 77,117,289 141,089 76,976,200
— e - Stage 1 74,790,209 - - 74,790,209 135,142 74,655,067
— g - Stage 2 2,299,903 26,871 - 2,326,774 5,947 2,320,827
—[BE3 - Stage 3 - - 306 306 - 306
B Total 306,767,071 889,107 1,421,000 309,077,178 1,540,824 307,536,354
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33. EREE@ 33. RISK MANAGEMENT (Continued)

B, SELRTR@® A. Banking Group (Continued)
(R) EERB @ (e) Credit risk (Continued)
(ivy FEHEEEBETE@® (ivy Expected credit loss measurement (Continued)

ERITANGERR 2D @)

Analysis of credit risk exposure of financial
instruments (Continued)

BIEBEFEA 2 & ()

2020%12H31H

Financial assets subject to impairment (Continued)

At 31 December 2020

REE/ 4528
Gross carrying/notional amount BHEE
BT ORBSUT ERER

I Special  Sub-standard At ECL FE
Pass mention or below Total allowance Net
RITHERRER Balance and placements with banks 21,871,559 - - 21,871,559 9319 21,862,240
— e - Stage 1 21,871,559 - - 21,871,559 9319 21,862,240
—Rg2 - Stage 2 - - - - - -
-3 - Stage 3 - - - - - -

WATEHEEEZEHA Debt instruments at fair value through other
i 2ERENEETA comprehensive income 40,074,922 - - 40,074,922 33836 40,041,086
—Re1 - Stage 1 40,074,922 - - 40,074,922 33836 40,041,086
-2 - Stage 2 - - - - - -
—f&&3 - Stage 3 - - - - - -
NBRAATRNEE LA Debt instruments at amortised cost 22,927,335 - - 22927335 24352 22,902,983
-1 - Stage 1 22,927,335 - - 22927335 24352 22,902,983
-2 - Stage 2 - - - - - -
—[EE3 - Stage 3 - - - - - -
XFER Advances to customers 135,115,561 888,020 1,573,803 137,577,384 1,251,164 136,326,220
—R&&1 - Stage 1 125,010,106 - - 125,010,106 486431 124,523,675
. 2V - Stage 2 10,105,455 888,020 - 10993475 208225 10,785,250
~83 - Stage 3 - - 1,573,803 1,573,803 556,508 1,017,295
2555 Trade bills 3,790,517 - 607 3,791,124 8,859 3,782,265
—RE - Stage 1 3,782,143 - - 3,782,143 8,848 3,773,295
—KB - Stage 2 8,374 - - 8,374 i 8,363
—[&E3 - Stage 3 - - 607 607 - 607
[ HE R EMmEE Accrued interest and other accounts 7,753,190 3,710 76,778 7,833,678 37,356 7,796,322
& - Stage 1 7,741,756 - - 7,741,756 12,516 7,729,240
2] - Stage 2 11,434 3,710 - 15,144 547 14,597
—[E3 - Stage 3 - - 76,778 76,778 24,293 52,485
AARBERAE Contingent liabilities and commitments 78,455,814 33,015 291 78,489,120 155,969 78,333,151
— e - Stage 1 75,855,320 - - 75855320 146,243 75,709,077
—[&ER2 - Stage 2 2,600,494 33,015 - 2,633,500 9,726 2,623,783
—[&es - Stage 3 - - 291 291 - 291
= Total 309,988,898 924,745 1,651,479 312,565,122 1,520,855 311,044,267

ERBMTEERE  BAR For the purpose of this disclosure, notional amount

AATFEFSEEEHFAH
fbEEREMER LA EE
ERMRBRESHRETE
RN TR EERIRER -

of debt instruments at FVOCI and the associated
ECL allowance maintained in investment revaluation

reserve are presented.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
()  Market risk

Market risk is the risk of losses in assets, liabilities and off-
balance sheet positions arising from movements in market rates
and prices.

Market risk exposure for different types of transactions is
managed within various risk limits and guidelines approved
by the Board, the RMCC and the TIRC under the authority
delegated from the Board. Risk limits are set at the portfolio
level as well as by products and by different types of risks.
The risk limits comprise a combination of notional, stop-
loss, sensitivity and value-at-risk (“VaR”) controls. All trading
positions are subject to daily mark-to-market valuation. The Risk
Management and Control Department (“RMCD”) within the GRD,
as an independent risk management and control unit, identifies,
measures, monitors and controls the risk exposures against
approved limits and initiates specific actions to ensure positions
are managed within an acceptable level. Any exceptions have
to be reviewed and sanctioned by the appropriate level of
management of TIRC, RMCC or the Board as stipulated in the
relevant policies and procedures.

BCM and DSB China, which are subsidiaries of DSB, run their
treasury functions locally under their own set of limits and
policies and within the market risk management framework set
by DSB. The RMCD of DSB oversees the market risk arising
from the treasury operations of BCM and DSB China to ensure
that the risk controls put in place are commensurate with their
businesses and consistent with the Group standards.

The Group applies different risk management policies and
procedures in respect of the market risk arising from its trading
and banking books.
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(i) Market risk arising from the trading book

In the Group’s trading book, market risk is associated
with trading positions in foreign exchange, debt securities,
equity securities and derivatives.

(1)  Market risk measurement technique

In the management of market risk, the Group
measures market risks using various techniques
commonly used by the industry and control market
risk exposures within established risk limits. The
major measurement techniques used to measure
and control market risk are outlined below.

° Value at risk

The Group applies a VaR methodology, which
is a statistically based estimate, to measure
the potential loss of its trading portfolio from
adverse market movements. It expresses as
the maximum amount the Group might lose
given a certain level of confidence, which
for the Group is 99% for a one day holding
period. There is therefore a specified statistical
probability that actual loss could be greater
than the VaR estimate. Hence, the use of VaR
does not prevent losses outside the VaR limits
in the event of extreme market movements.

The VaR model assumes a certain “holding
period” (one day in the case of the Group)
until positions can be closed. It is calculated
based on the current mark-to-market value
of the positions, the historical correlation
and volatilities of the market risk factors over
an observation period of one calendar year
using a method known as historical simulation
approach.
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33. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

()  Market risk (Continued)

(i) Market risk arising from the trading book (Continued)

M

Market risk measurement technique (Continued)

° Value at risk (Continued)

The VaR model is continuously validated
by back-testing the VaR results for trading
positions. All back-testing exceptions are
investigated and back-testing results are
reported to senior management.

As VaR constitutes an integral part of the
Group’s market risk control regime, VaR limits
are established and reviewed by the Board and
its delegated committees at least annually for
all trading positions and allocated to business
units. Actual exposures, including VaR, are
monitored against limits on a daily basis by
RMCD. Average daily VaR for the Group for all
trading activities during the six months ended
30 June 2021 was HK$1,699,000 (year ended
31 December 2020: HK$2,389,000).

o Stress tests

Stress tests provide an indication of the
potential size of losses that could arise in
extreme conditions. The stress tests carried
out by RMCD include: risk factor stress testing,
where stress movements are applied to each
risk category; and scenario stress testing,
which includes applying possible stress events
to specific positions or portfolios. Besides,
the expected shortfall of the trading portfolio
is measured to evaluate the expected size
of extreme trading loss beyond a specified
confidence level and over a longer holding
period. In addition, reverse-stress tests are
performed as a useful tool to evaluate the
maximum size of market stress that the Group
can endure before hitting the prescribed
tolerable levels.

The results of the stress tests are reviewed
by the Board and its delegated committees
regularly.
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33. EREEm@ 33. RISK MANAGEMENT (Continued)
R, KER{TZ®@ A. Banking Group (Continued)
(2) mERkE@® ()  Market risk (Continued)
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i)

Market risk arising from the trading book (Continued)

(20 VaR summary of trading portfolio

RBEEHRE

HZE202156H30H 1L 26/@A HZ=2020F12A31H 12 1218A

6 months to 30 Jun 2021 12 months to 31 Dec 2020
15 581 BIE 5 =®E =K
Average High Low Average High Low
SNERBR  Foreign exchange risk 1,021 3,362 273 1,925 3,559 291
FIREK  Interest rate risk 1,109 3,937 211 1,128 3,544 494
2EfEEE Allrisks 1,699 4,198 413 2,389 3,916 574
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(i)

Market risk arising from the banking book

In the Group’s banking book, market risk is predominantly

associated with positions in debt and equity securities.

(1)  Market risk measurement technique

Within the risk management framework and
policies established by the Board and its delegated
committees, various limits, guidelines and
management action triggers are established to
control the exposures of the Group’s banking book
activities to foreign exchange risk, interest rate risk,
and price risk. In particular, position and sensitivity
limits and price triggers are in place to control the
price risk of the investment securities. In addition,
sensitivity analysis and stress testing (including
reverse-stress testing) covering shocks and shifts
in interest rates on the Group’s on- and off-balance
sheet positions and credit spreads on the Group’s
investment securities are regularly performed to
gauge the market risk inherent in the Group’s
banking book portfolios and manage it against the
established control measures.

VaR methodology is not used to measure and control
the market risk of the banking book.
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33. RISK MANAGEMENT (Continued)

A.

Banking Group (Continued)

®

Market risk (Continued)

(i)

Market risk arising from the banking book (Continued)

(2) Foreign exchange risk

The Group has limited net foreign exchange
exposure (except for USD, Macau Pataca (“MOP”)
and Renminbi (“RMB”)) as foreign exchange
positions and foreign currency balances arising
from customer transactions are normally matched
against other customer transactions or transactions
with the market. Foreign exchange exposure of
the non-trading portfolio in respect of MOP and
RMB arise mainly from the operation of overseas
subsidiaries in Macau and Mainland China. The net
exposure positions including the trading and non-
trading portfolios, both by individual currency and
in aggregate, are managed by the TRD of the Group
on a daily basis within established foreign exchange
limits.

Long-term foreign currency funding, to the extent
that this is used to fund Hong Kong dollar assets,
or vice versa, is normally matched using foreign
exchange forward contracts to reduce exposure to
foreign exchange risk.

(3) Interest rate risk

The framework adopted by the Group to measure
interest rate risk exposures arising from its banking
book positions is consistent with the guidelines set
out by the HKMA in its Supervisory Policy Manual
(“SPM”) on Interest Rate Risk in the Banking Book.
From an earnings perspective, interest rate risk
is the risk that the net income arising from future
cash flows of a financial instrument will fluctuate
because of changes in market interest rates. From
an economic value perspective, interest rate risk
is the risk that the economic value of a financial
instrument will fluctuate because of changes in
market interest rates. The Group takes on interest
rate risk from both perspectives in the banking book.
As such, the interest margins or net interest income
and the economic value of the capital may increase
or decrease as a result of such changes or in the
event that unexpected movements arise. The Board
and the Asset and Liability Management Committee
(“ALCO”) set limits on the level of mismatch of
interest rate repricing that may be undertaken and
monitor the interest rate impacts through scenario
analysis and stress testing regularly.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(g) Liquidity risk

Liquidity risk is the risk that the Group is unable to fund
increases in assets or meet its payment obligations associated
with its financial liabilities when they fall due without incurring
unacceptable loss.

The Group manages its liquidity on a prudent basis with the
objective to comply with the statutory standards and to ensure
that there is an adequate liquidity and funding capacity to meet
normal business operations and to withstand severe liquidity
stresses. The Group has adopted the Liquidity Maintenance
Ratio (“LMR”) and the Core Funding Ratio (“CFR”) as the
regulatory standards specified by the HKMA for reporting on
the Group’s liquidity position. During the period, the Group
had maintained sufficiently high LMR and CFR well above the
statutory minimum of 25% and 75% respectively.

Moreover, the Group has maintained a sound liquidity risk
management framework in accordance with the HKMA’s
requirements set forth in the SPM LM-1 on “Regulatory
Framework for Supervision of Liquidity Risk” and the SPM
module LM-2 on “Sound Systems and Controls for Liquidity
Risk Management”. The SPM LM-1 is to provide the approach
adopted by the HKMA for supervising and assessing the liquidity
risk of banks while the SPM LM-2 is developed to implement the
liquidity sound principles formulated by the Basel Committee
on Banking Supervision (“Basel Committee”) to strengthen the
liquidity risk management standards of banks.

Liquidity risk management is governed by the policy and
framework approved by the Board, which delegates to the
Group’s ALCO to oversee liquidity risk management. The
ALCO regularly reviews the Group’s loan and deposit mix
and changes, funding requirements and projections, and
monitors a set of liquidity risk metrics, including the LMR,
CFR and maturity mismatch on an ongoing basis. In addition,
material changes in the liquidity risk metrics together with any
corresponding proposed mitigation actions will be reviewed
by ALCO. Appropriate limits or triggers on these risk metrics
are set and sufficient liquid assets are held to ensure that the
Group can maintain a sufficient level of stable funding to support
its asset growth. The TRD is responsible for the day-to-day
management of funding and liquidity position while the GRD is
responsible for the measurement and monitoring of liquidity risk
exposures on a daily and monthly basis, and also conducting
liquidity analysis and stress testing. The Financial Control
Division handles regulatory reporting in relation to liquidity risk,
and coordinates the regular forecast of loans and deposits, and
LMR, CFR, budget and analysis relating to liquidity and funding
management.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(g) Liquidity risk (Continued)

The Group places considerable importance to establish a
diversified and stable funding. While customer deposits form the
primary portion of the Group’s funding, certificates of deposit
and medium term notes are issued at opportune time in order
to lengthen the funding maturity and optimise asset and liability
maturities. Short-term interbank deposits are taken on a limited
basis with the aim of maintaining the presence in the market and
the Group is a net lender to the interbank market.

The monitoring and reporting take the forms of cash flow
measurements and projections for different time horizons,
including the next day, week and month, which are key periods
for liquidity management. The starting point for those projections
is an analysis of the contractual maturity of the financial assets
and liabilities as well as the expected maturity of these assets
and liabilities based on historical observations. The cash flow
projections also take into account the historical behaviour of off-
balance sheet items, including undrawn lending commitments
and contingent liabilities such as standby letters of credit and
guarantees. The Group always maintains an adequate liquidity
cushion, which is composed of high quality marketable securities
with sufficient market depth, to meet its liquidity needs at all
times, even under adverse market conditions. Eligible securities
in the cushion mainly have low risk and simple structure and can
be readily sold or used as collateral to obtain funds within a short
period of time. Debt securities held are marked to the market on
daily basis to ensure their market liquidity.
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33. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

(g) Liquidity risk (Continued)

202156308 202012A31H

As at As at
30 June 2021 31 December 2020
(B8%R) (B8

(In HKS million) (In HK$ million)

F18 RECERBTEIMZEENIT - ZBERIET - AERRARRAE BT 11,307 16,150

FERZEREERO%NEEES

Tier 1 Marketable securities issued or guaranteed by government, multilateral
development banks, relevant international organisations and public sector
entities with a 0% risk weight under the Basel Il Standardised Approach

£2AR RECEBHENMEEZONN - ZEERRT  REENLFSROERT 7,873 6,847
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Tier 2A Marketable securities issued or guaranteed by government, multilateral
development banks, public sector entities and non-financial corporate entities
with a 20% risk weight under the Basel Il Standardised Approach

£2B#k ELARRESANFAIBENRDEERSLERAAIRBEE ] 40,373 37,732
MR SRBBETRER A EERS
Tier 2B Other marketable securities issued or guaranteed by corporate or financial

institutions with at least an investment grade and those securities that may be
included in “liquefiable assets” under the liquidity maintenance ratio
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The Group performs stress testing regularly, which includes
an institution-specific crisis scenario, a general market crisis
scenario and a combination of these crisis scenarios in order
to assess the potential impact on its liquidity position under
stressed market conditions. The Group maintains a set of early
warning indicators, including qualitative and quantitative factors
and involving both internal and market indicators that help in
identifying any emerging risk at early stage. The Group maintains
a contingency plan that sets out its strategies for dealing with
liquidity problems and the procedures for making up cash flow
deficits (e.g. conducting repo transactions or liquidation of
assets held for liquidity risk management purpose) in emergency
situations. An annual drill test is conducted and the contingency
plan is reviewed at least annually to ensure it remains sound
and effective. Intragroup transactions are conducted on arm’s
length basis and are treated the same way as other third party
transactions for the purpose of cash flow projection under
normal scenario. Subsidiaries of the Group are required to
manage their liquidity positions to meet their needs under both
normal and stressed conditions. Most of the Group’s derivative
transactions are exchange rate contracts and interest rate
contracts. Under the terms of our collateral arrangements with
derivative counterparties, collateral movements are not linked
with the credit ratings of the Group.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(h) Operational risk

The Group manages its operational risk through a management
structure comprising members of senior management, an
independent risk management team and operational risk officers
from each business and support function, and operating through
a set of operational risk policies, risk tool-kits, operational
risk incident reporting and tracking system, and control self-
assessment and key risk indicator tools. The Operational Risk
and Internal Control Committee (“ORICC”) has been set up to
oversee the operational risk management and internal control
matters of the Group. Together with a well-established internal
control system, operational risk can be adequately identified,
assessed, monitored and mitigated. To allow the operational risk
framework to be clearly communicated to all levels within the
Group, awareness and training programs are conducted from
time to time.

To minimise the impact on the Group’s business in the event of
system failure or disasters, back-up sites and operation recovery
policies and plans have been established and tested for all
critical business and operations functions.

Operational risk framework is also supported by periodic
independent reviews of internal control systems by external and
internal auditors. The Group’s RMCC have an overall oversight
of the performance and effectiveness of operational risk
management.

(i) Reputation risk

The Group manages reputation risk through upholding a high
standard of corporate governance and management oversight,
maintenance of effective policies and procedures with emphasis
on internal control, risk management and compliance, anti-
money laundering and counter terrorist financing; proper staff
training and supervision; staff awareness of compliance issues;
proper handling of customer complaints or dissatisfaction; and
adherence to sound business practices. Standards are set and
policies and procedures are established by the Group in all
areas, which operate to reduce vulnerability to reputation risk.
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33. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)

0

(k)

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021

Strategic risk

The Board of Directors, assisted by senior management, is
directly responsible for the management of strategic risk.
Directors formulate the strategic goals and key direction
of the Group in line with the Group’s corporate mission,
ensure business strategies are developed to achieve
these goals, oversee the strategic development and
implementation to secure compatibility with the Group’s
strategic goals, ensure proper change management is in
place, review business performance, and address issues
arising from anticipated operational or market changes,
deploy proper resources to achieve the Group’s objectives,
and authorise management to take appropriate actions to
mitigate risks.

Compliance with the Basel Il Capital Standards

The Basel Il capital rules set out the minimum Common
Equity Tier 1 capital, Tier 1 capital and Total capital ratios
at 4.5%, 6% and 8% respectively, which came into
effect locally in 2019. At 30 June 2021, the capital buffers
applicable to the DSB include the Capital Conservation
Buffer (“CCB”) and the Countercyclical Capital Buffer
(“CCyB”). The CCB is designed to ensure banks build up
capital outside periods of stress at 2.5%. The CCyB is
set on an individual country basis and is built up during
periods of excess credit growth to protect against future
losses. On 17 May 2021, the HKMA announced that the
CCyB for Hong Kong remains unchanged at 1.0%.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)

(k) Compliance with the Basel Ill Capital Standards

(Continued)

Since the revised capital adequacy framework known as Basel
Il has become effective from January 2007, DSB has adopted
the standardised approach for credit risk and market risk, and
the basic indicator approach for operational risk. These are the
default approaches as specified in the Banking (Capital) Rules.
Accordingly, the Group has overhauled its systems and controls
in order to meet the standards required for these approaches.

To address the negative externalities posed by systemically
important financial institutions, the Basel Committee established
a framework for the identification of global systemically important
banks (“G-SIBs”) and the determination of their corresponding
Higher Loss Absorbency (“HLA”) capital requirements.
Subsequently, a principles-based framework for dealing with
domestic systemically important banks (“D-SIBs”) was issued
by the Basel Committee. In addition, the HKMA has established
the framework on loss-absorbing capacity requirements under
the Financial Institutions (Resolution) (Loss-absorbing Capacity
Requirements — Banking Sector) Rules. Based on the latest list
of G-SIBs and D-SIBs issued by the Financial Stability Board
(“FSB”) and the HKMA respectively, DSB is neither designated as
a G-SIB, D-SIB nor a resolution entity and therefore not subject
to further capital surcharge.

During the period, the Group has complied with all of the
externally imposed capital requirements set by the HKMA.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
() Fair values of financial assets and liabilities

Fair values are subject to a control framework that the Board is
held responsible for ensuring proper valuation governance and
control processes of the Group. It delegates the responsibility for
overseeing the valuation process for financial instruments to the
TIRC. Valuation is performed independently by RMCD and where
appropriate, by independent and professionally qualified valuers
and actuaries and the valuation results are periodically verified to
ensure the integrity of the fair value measurement process.

The fair value of financial instruments is the price that would be
received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement
date under current market conditions regardless of whether
that price is directly observable or estimated using a valuation
technique.

A financial instrument is regarded as quoted in an active market
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service or
regulatory agency. A quoted price in an active market provides
the most reliable evidence of fair value and shall be used
whenever available. If a financial asset or a financial liability has
a bid price and an ask price, the price within the bid-ask spread
that is most representative of fair value in the circumstances is
used by the Group.

Where observable market quotation of financial instruments
is not directly available, the Group estimates the fair value
of such financial instruments by using appropriate valuation
techniques that are widely recognised including present value
techniques and standard option pricing models. In applying
valuation techniques for these financial instruments, the Group
maximises the use of relevant observable inputs (for examples,
interest rates, foreign exchange rates, volatilities, credit spreads)
and minimises the use of unobservable inputs. For example,
the fair value of interest-rate swaps is calculated as the present
value of the estimated future cash flows, the fair value of foreign
exchange forward contracts is generally based on current
forward rates and the fair value of option contracts is derived
using appropriate pricing models, such as Black-Scholes model.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)

() Fair values of financial assets and liabilities

(Continued)

The Group uses external price quotes and its own credit spreads
in determining the current value of its financial liabilities and other
liabilities for which it has elected the fair value option. When the
Group’s credit spreads widen, the Group recognises a gain on
these liabilities because the value of the liabilities has decreased.
When the Group’s credit spreads narrow, the Group recognises
a loss on these liabilities because the value of the liabilities has
increased.

Price data and parameters used in the measurement process
are reviewed carefully and adjusted, if necessary, to take
consideration of the current market developments.

(m) Capital management

The Group’s objectives when managing capital are:
. To comply with the capital requirements set by the banking
and insurance regulators in the markets where the entities

within the Group operate;

° To safeguard the Group’s ability to continue its business as
a going concern;

° To maximise returns to shareholders and optimise the
benefits to other stakeholders; and

° To maintain a strong capital base to support the
development of its business.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(m) Capital management (Continued)

Capital adequacy of and the use of regulatory capital by the
Group’s Hong Kong banking subsidiary is monitored regularly by
the Group’s management, employing techniques based on the
guidelines developed by the Basel Committee, as implemented
by the HKMA, for supervisory purposes. The required information
is filed with the HKMA on a quarterly basis.

Under the regulatory framework in Hong Kong, DSB is required
to meet three capital ratios, namely, the Common Equity Tier 1
capital, Tier 1 capital and Total capital respectively against risk-
weighted assets. The internationally agreed minimum of these
three ratios are set at 4.5%, 6.0% and 8.0% respectively and
are adopted by the HKMA. In order to comply with HKMA’s
requirements as stated in the SPM CA-G-5 on “Supervisory
Review Process”, DSB is required to set further buffers, to
reflect material risks not included in the minimum regulatory
capital calculation, arising from regulator’s requirements, internal
assessment of risks and the results of stress tests under the
Pillar Il capital requirement. In addition, DSB is required to
fulfil the capital conservation buffer and countercyclical capital
buffer requirements set by the HKMA. Likewise, the Leverage
Ratio forms part of Basel Ill implementation and the required
information is submitted to the HKMA on quarterly basis. In line
with the international standards, the minimum Leverage Ratio is
set at 3% by the HKMA.

Risk-weighted amount is the aggregate of the risk-weighted
amounts for credit risk, market risk and operational risk, and
covers both on-balance sheet and off-balance sheet exposures.
On-balance sheet exposures are classified according to the
obligor or the nature of each exposure and risk-weighted based
on the credit assessment rating assigned by an external credit
assessment institution recognised by the HKMA or other rules
as set out in the Banking (Capital) Rules, taking into account
the capital effects of credit risk mitigation. Off-balance sheet
exposures are converted into credit-equivalent amounts by
applying relevant credit conversion factors to each exposure,
before being classified and risk-weighted as if they were on-
balance sheet exposures.
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33.

RISK MANAGEMENT (continued)
Banking Group (Continued)
(m) Capital management (Continued)

The principal forms of capital included in the balances on the
consolidated balance sheet are share capital, retained profits,
other equity instruments and other reserves. Capital also
includes collective provisions and regulatory reserve for general
banking risks as allowed under the Banking (Capital) Rules.

Capital adequacy of and the use of regulatory capital by
the Group’s Macau banking subsidiary, BCM, and banking
subsidiary in China, DSB China, are monitored regularly by the
Group’s management, employing techniques based on the
guidelines provided by the Autoridade Monetaria de Macau
(“AMCM?”) and the China Banking and Insurance Regulatory
Commission (“CBIRC”) respectively for supervisory purposes.

The required information is filed by BCM with the AMCM and
by DSB China with the CBIRC on a quarterly basis. The AMCM
requires BCM and the CBIRC requires DSB China to maintain
a ratio of own funds or capital base to total risk-weighted
exposures (i.e. the capital adequacy ratio) not lower than the
required statutory minimum of 8%.

Certain non-banking subsidiaries of the Group are also subject to
statutory capital requirements from other regulatory authorities,
such as the Securities and Futures Commission.

(n) Fiduciary activities

The Group provides custody, trustee, wealth management
and advisory services to third parties, which involve the Group
making allocation and purchase and sale decisions in relation
to a variety of financial instruments. Those assets that are held
in a fiduciary capacity are not included in the Group’s financial
statements. These services could give rise to the risk that the
Group could be accused of mal-administration.
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33. RISK MANAGEMENT (Continued)

A. Banking Group (Continued)
(o) Launch of new product or service

The launch of every new product or service is governed by the
New Product Approval process stipulated under the Group Risk
Policy which requires the relevant business and supporting
units, including GRD, to review the critical requirements, risk
assessment and resources plan before the launch. New products
or services which could have a significant impact on the Group’s
risk profile should be brought to the attention of the Board or its
designated committee(s) before the launch. The Group’s Internal
Audit function performs regular independent review and testing
to ensure compliance by the relevant units in the new product
approval process.

B. Insurance Group

The Group’s insurance business is exposed to multiple risks, including
insurance risk, product risk, investment risk and business risks.
We believe that effective risk management is an integral part of our
insurance business’ control process and operations, and that effective
control of risks assists to maintain the profitability and stability of our
business.

The key risks of our insurance business and related risk control
process are as follows:

(@) Insurance risk

The Group’s insurance operation is in the business of
underwriting insurance risk and retains various maximum
amounts per risk or event dependent on the type of risk with the
excess being reinsured through various reinsurance and related
agreements which are regularly reviewed. Catastrophe cover
arrangements are also in place whereby a number of claims
relating to a specific incident in aggregate would represent a
material risk to the Group are reinsured.

Underwriting and claims practices and procedures are
documented and reviewed. External independent actuaries are
engaged to evaluate the adequacy of the insurance reserves.

(b) Product risk

New products and major revisions to existing products undergo
a product approval process with the profitability being reviewed
and where appropriate assessed by internal and external
independent actuaries.
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33.

C.

RISK MANAGEMENT (continued)

Insurance Group (Continued)
(c) Investment risk

Our investment practice is to maintain a conservatively invested
portfolio which attempts to maintain value whilst matching assets
and policyholder liabilities as appropriate, by yield, duration and
currency taking account of the associated risks, taxation and
regulatory requirements.

(d) Business risks

The Group’s Hong Kong insurance subsidiary, Dah Sing
Insurance Company (1976) Limited, follows the policies and
procedures of the Group in assessing business risk in terms
of contingency and interruption planning as well as providing
training for staff and agents to comply with the relevant rules and
regulations covering its businesses. Macau Insurance Company
Limited, which is the insurance subsidiary of the Group operating
in Macau, has its own policies and procedures to comply with
the relevant requirements in Macau.

(e) Capital management

In each market in which the Group’s insurance subsidiaries
operate, the local insurance regulator specifies the minimum
amount and type of capital that must be held by each of the
subsidiaries in addition to their insurance liabilities. The minimum
required capital must be maintained at all times throughout the
year. The Group’s subsidiaries are subject to insurance solvency
regulations in the markets in which they issue insurance and
investment contracts, and where they have to comply with the
local solvency regulations. The Group has embedded in its
asset and liability management framework the necessary tests
to ensure continuous and full compliance with such regulations.
The solvency requirement of each insurance company in each
market is subject to local requirements, which may differ from
jurisdiction to jurisdiction.

The role of Internal Audit

The Group’s Internal Audit Division is an independent, objective
assurance and consulting unit, which is designed to focus on
enhancing and sustaining sound internal control in all business and
operational units of the Group. The Division reports functionally to the
Group AC, which is chaired by an Independent Non-Executive Director.
The Division conducts a wide variety of internal control activities such as
compliance audits and operations and systems reviews to ensure the

integrity, efficiency and effectiveness of the systems of control of the
Group.

AT REBERARF 2021 F P HRERE



RENEGHRE

CORPORATE AND BUSINESS OVERVIEW

84

M=

KEFF20204F M) BRIk P Bk 18 - 20214F £
FROBEAMRMIRNEZ © 2021 F ¥ F -
EREE A EEBBER2020F EFF ik
1B9% NIEREEIERT7.8% ° A » &%
BRI - BEHRDER - Bmtd
EBB2018FRBzHIE - RZ - IREEHE
AR ZIBEmMFERSE - HEEBED
BRIERE - EDEZEENRZRAIKTE - 18
HI T HFHBLEEIRIZ A BERFGE - 5
NEXBREBRITH L BB ST ERIE0E
BYHEE - BERFAIHHERE
BABAEIRHERELRD - BEH
Al RKATIAR - BEBATR8A13ARA
M1 FEE A A EBEREILZRTE
B AE5.5%%E6.5% ° BRTBREHIRKAS
T REHEMEREETAOMIRER
AAIER1.0% - BREMRIFENRS - HE
2021 F7AB B EE LTI AR LER
TPREZE5.0% - Jy:EEE R A ENSE A H
SIS T RK ©

A 3 P i 4 P18 R AR B R S GE - 20214F
FEFRRNEELEBERRI12.7% - BE51H
ELEARY - EEHOE FF27% - BIE
RRREERHBERFIE - DRIR11% K
5.0% ° £ EIE R G EIREBETE 2
R SEF_FTEENEELEIERILSE
—EEREWNE -

HIGHLIGHTS

Economic conditions in the first half of 2021 rebounded
sharply after the very difficult conditions in 2020. In the first
half of 2021, Hong Kong real GDP grew by 7.8%, a sharp
rebound from the drop in real GDP in the first half of 2020
of 9%. However, the economic recovery remained uneven.
Trade recovered strongly and exports of goods surpassed
the peak reached in the same period of 2018. Conversely,
tourism remained at a standstill due to the pandemic.
Consumption-related activities improved, but were still
notably below their pre-recession levels. The economic
environment in Hong Kong is expected to remain buoyant
in the second half of the year, helped in part by the boost
to consumer spending following the launch of the Hong
Kong Government’s consumption voucher scheme. The
Hong Kong Government’s forecast for real GDP growth
for 2021 as a whole is 5.5% to 6.5%, as announced by the
Government on 13 August, although uncertainties remain as
prior government support measures such as the principal
repayment holiday for loans gradually run-down. Inflation
currently remains under control, with price increases of
1.0% per the underlying increase in the July composite CPI
vs. a year ago. Employment has continued to improve, with
the seasonally adjusted unemployment rate falling to 5.0%
in the quarter ended 31 July 2021, the fifth consecutive
moving 3-month period that registered a decline.

Mainland China economic growth continued to rebound
strongly, with growth in GDP of 12.7% in the first half of
2021. Trade in particular grew very strongly, with imports
and exports up by 27%. Both inflation and unemployment
remained under control at 1.1% and 5.0% respectively.
There are some signs that growth is beginning to stabilize,
and GDP growth in the second quarter of the year was
notably slower than in the first quarter.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021



SEMEGHE
CORPORATE AND BUSINESS OVERVIEW

EAE Y
ERERMS(LERXEMS) L+FR
REL - FEMBAER - EFFEEE
RERZHEEMS - NoFL¥F &
ERRENEREBFEELN - BrlsE
o P BN R E ) T S BSE E R H N R
HIR—ERERE) - BT M TR EIR R
EEGRFRNMEARFE - SUEHMmE - B
MR G HFHER TR - IIBAARE
F2 AR R AIRS A T Bk

BEE b FEPGIOR AN E - BRREG
AR IN18% £8IE8T1HE BT * T8
HRIRITREXRANE - mMHARRMER
BRBNEBRBINAPINE -

SF ¥ FFIRARSFA0.33B T ©

RITEBEESRRBEEN ETT17% - =
ZHREFERE S TR ROFER S HA
BFREMS - ARNEEERSENFEE
E¥R EAXBRBBUNE -

EB RO R

FH¥FRTERZEAEEEKHBRIRY
BRRE - FREELBEEAFRNBEREE -
REIRNRABT - mR2020F EFF 2K
F(1.74% %1 161.66% ) © &R E FNIE
ESFMEWRA LAY - 5F LXFF
RIS B MBI AR FRER  ME
BEWARIEZETRE  DEZHNPRES
FEEESRSFIL - BEEF LEFH
B BEHFWARE - BT EBTEET
BEBEWE - BELREN  EFREFE
FIREHABHILR o

HIGHLIGHTS (Continued)

Whilst global financial markets, particularly US markets,
performed very strongly in the first half of the year, Hong
Kong has been a laggard, with growth in the first half of the
year lower than most major markets. Short term interest
rates in HKD and USD have remained generally low and
stable during the first half of the year, although there has
been some volatility in medium and longer term US rates,
driven by rising concerns about the re-emergence of
inflationary pressures, and the potential that this could have
an impact on the direction of interest rates in the medium
term. In the short term, however, the low and stable rate
conditions are forecast to persist. Short term interest rates
in RMB have fallen somewhat in recent months.

With economic conditions having improved significantly
in the first half of the year, our profit attributable to
shareholders grew by 18% to HK$881 million, driven mainly
by the improved performance from our Banking Group.
The performance of our insurance and investment activities
during the period also improved.

For the first half of the year, a dividend of HK$0.33 per share
was declared.

The Banking Group reported an increase in profit attributable
to shareholders of 17%, mainly caused by lower impairment
charges on loans and improved net interest income.
Underlying business performance improved, with better
credit quality and stable net interest margin.

BUSINESS AND FINANCIAL REVIEW

The performance of our banking business in the first half
of the year improved in most major areas. After significant
volatility during the course of last year, net interest margin
stabilized at a level somewhat higher than that in the first
half of 2020 (1.74% vs. 1.66%). This, coupled with modest
loan growth enabled us to grow net interest income by
6%. Net fee and commission income also recorded robust
growth in the first half of the year, whilst trading income was
significantly lower, mainly due to funding swap net cost in
the period vs. net gain in the first half of last year, as the gap
between Hong Kong dollar and US dollar rates contracted
sharply. Asset growth was modest, with small increases in
the loan book and the securities investment portfolio.
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BUSINESS AND FINANCIAL REVIEW (Continued)

The improvement in our net fee and commission income for
the period was broadly based with our wealth management
business, including our broking business, fund distribution
and foreign exchange business all performing well. Growth
in operating expenses was at 5.0%. Staff numbers remained
relatively stable as compared to last year end.

Our move to a new head office in the first half of the year
was accompanied by the launch of a new flagship bank
branch. The design of the branch has focused on the needs
of customers today, including much greater use of digital,
rather than paper communication and processing, and
has been aligned with our strategy to make greater use of
technology in both physical branch and digital distribution
and service channels including our online presence and
mobile app.

The performance of our banking subsidiary in Macau
improved very significantly in the first half of the year, after
a very difficult first half in 2020 when Macau effectively
closed down for a period of time due to very tight COVID
restrictions. The performance of our China subsidiary was
slightly better than the same period last year, as was the
performance of our associate company, Bank of Chongqging
(“BOCQ”).

One of the highlights in the first half of the year, and a key
reason for the improved financial performance was the
improvement in credit conditions and credit quality. After a
very difficult first half in 2020, our credit impairment charges
fell by 68% to HK$117 million. The improvement was
broadly based, with better credit quality experienced in both
our Corporate and Retail banking businesses, as well as our
banking subsidiaries in Macau and Mainland China. It was
notable that even certain businesses carrying somewhat
higher credit risk, such as unsecured lending to individual
borrowers, our loan portfolio demonstrated relatively robust
and improving credit quality during the period.
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BUSINESS AND FINANCIAL REVIEW (Continued)

As is our usual practice, we conducted a periodic review of
the Value in Use of our investment in BOCQ as at 30 June
2021, resulting in an impairment charge against the value of
this investment in the amount of HK$251 million. In addition,
as a result of the “A” share IPO of BOCQ in the early part
of the year, our shareholding was diluted, and we booked a
deemed disposal loss on this dilution of HK$31 million.

Our general insurance business in Hong Kong continued
to report growth in premium income. Overall, our
insurance and investment activities, both in Hong Kong
and Macau reported increased profitability, with growth
in profit attributable to shareholders of 23%. The total
comprehensive income from our insurance and investment
activities grew by more than 16 times than in the first half of
2020, to HK$503 million, which reflects how market volatility
in the short term may cause swings to our investment
performance; however, we judge our investment results over
the longer term, rather than be excited by market ups and
downs, whether or not the investment results are captured
in our reported earnings.

Including both the results of our banking business and
general insurance business, and of our investment activities,
DSFH’s profit for the first half of 2021 represented a return
on assets of 0.9% and return on shareholders’ funds of 6.2%
for the period.

As at 30 June 2021, Dah Sing Bank’s consolidated Common
Equity Tier 1 ratio and total consolidated capital adequacy
ratio were 14.2% and 18.0% respectively.

PROSPECTS

After a very difficult first half in 2020, economic conditions
rebounded strongly in our key markets in the first half of
2021. However, it should be noted that part of this strong
recovery was due to the low base effect caused by the
significant shrinkage in GDP in the same period last year.
Therefore whilst we have seen a turnaround in business
conditions and business sentiment in the year to date, it
has not been as strong as might be expected from the very
robust GDP growth figures.
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PROSPECTS (Continued)

We expect relatively similar conditions in the second half
of the year. Whilst the economy is expected to recover,
albeit at a somewhat slower rate than in the first half of
the year, we believe that loan demand will continue to
remain relatively subdued. With the improvement in credit
quality we expect to remain positive in the second half
of the year as regards credit risk appetite, and therefore
stand ready to grow our loan book at a faster pace if there
is an unexpectedly quick rebound in loan demand in our
business.

A clear focus is also non-interest income. After a relatively
robust performance in the recent past, we believe there
could be some short term headwinds in this business, given
the recent poor performance of the local stock market.
However, over time, we believe that there are strong
opportunities for growth, which we are keen to position for as
and when market sentiment turns more positive.

Investment in technology remains extremely important. We
believe that to the extent possible this investment should be
focused on improving customer experience and making it
easier, quicker and simpler for our customers to do business
with us. We are also keen to align our physical presence
accordingly, and after the launch of our new flagship branch
at our head office building, we expect to gradually roll out
more “digital” branches in our network over time. As an
important part of our investment in technology, our core
banking system replacement project is entering into an
important phase of development, which will call for more
resources in relation to testing and overall implementation.

Our capital and liquidity positions remain robust, and we
believe that this will position us to take advantage of market
opportunities as they arise.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021



SEMEGHE
CORPORATE AND BUSINESS OVERVIEW

A BE ()

PREJITERIN - AEEFHBEENR —R
REBEEBOREBWA - EBE—FZEMHE

aTEBEENREKFOF o £
BEIRBRAERNER - BZMITAIE
TEREEGES  BEEEXEBREE
K BREFEEESLE - MRKFS
RITEL  RREBELXIERRDEESR
W BMEBEEEHRER - RERRE
—MRBEZREERENEBRIER
KAEE - HRBEFERFTemmis ¥
FREREMME °

ERUNEER  AEBH T EFRSHE
E%@%E°@ﬁ@iﬁ%ﬁ*$%i%

MREILIREE NGRS - WAREBERF K
i MR BEELEZXSER KLY
AR —ERT - At - BEAREEE R
RIREE - THFRMBEESEEESE
75 o

PROSPECTS (Continued)

Outside the banking business, we are keen to continue to
grow premium income for our general insurance businesses.
Certain business areas have seen improvements in premium
levels over the course of the last year or more, and we are
continuing to focus not only on premium income growth,
but also on business mix, to ensure that we can maintain a
respectable combined ratio as our business grows further.
As with our banking business, our insurance businesses
are well capitalized and liquid, and therefore in a position
to grow as opportunities arise. Investment performance
remains important to the overall profitability of both our
general insurance businesses and our group investments,
and this will be driven mainly by the direction of financial
markets in the second half of the year.

All of this makes us cautiously positive on the outlook for
the second half of the year. However, as noted above, the
very strong GDP figures have not thus far been reflected
in a very strong upturn in loan demand. Conversely, with a
better economy, we are seeing some pressure in operating
expenses. Therefore, whilst overall we are positive, our
businesses will continue to be managed conservatively in
the second half of the year.
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INTERIM DIVIDEND

The Directors have declared an interim dividend of HK$0.33
per share for 2021 payable on Tuesday, 21 September
2021 to shareholders whose names are on the Register
of Shareholders at the close of business on Wednesday,
15 September 2021.

CLOSURE OF REGISTER OF SHAREHOLDERS

For determining shareholders’ entitlement to receive the
interim dividend:

2021F9 108 (2HiH) T F4K:309
4:30 p.m. on 10 September 2021 (Friday)

202159 A13H (EH—)E2021F9 7158 (EH=)
13 September 2021 (Monday) to
15 September 2021 (Wednesday)

2021F9A15H (EH=)
15 September 2021 (Wednesday)

In order to qualify for the interim dividend, all transfer
documents accompanied by the relevant share
certificates must be lodged with the Company’s share
registrar, Computershare Hong Kong Investor Services
Limited, Shops 1712-1716, 17th Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong before the
above latest time to lodge transfers.
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

As at 30 June 2021, the interests and short positions of the
Directors and the Chief Executive of the Company in the
shares, underlying shares and debentures of the Company
or any of its associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (“SFO”))
which were required to be notified to the Company and
The Stock Exchange of Hong Kong Limited (the “SEHK?)
pursuant to Part XV of the SFO (including interests and short
positions which they have taken on or are deemed to have
acquired under such provisions of the SFO), or which were
required, pursuant to the SFO, to be entered in the register
referred to therein, or as otherwise required to be notified
to the Company and the SEHK pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers
and the code of conduct for directors’ securities dealing
adopted by the Company (collectively the “Securities Model
Code”) were as follows:

() EARRQ R R HABEEE s 2 kD (@) Interests in the shares and underlying shares of the
sl fo & Company and its associated corporation
fRERT
‘ RA#H2
ARTEBRRG, HERHHE BRES
Number of ordinary shares/underlying shares of the Company Percentage of
AR EEER Hi s B3t interestsin the
Personal Corporate Other Total  total number of
EE Director interests interests interests interests issued shares
T5% David Shou-Yeh Wong - 137,285,682 () - 137,285,682 42.96%
o ‘ ERT
AFRTEBERAALERRG, BBRAHAE RO
Number of ordinary shares/underlying shares of EXEA
Dah Sing Banking Group Limited Percentage of
AR EEER Hitgss AitEE  interestsinthe
Personal Corporate Other Total total number of
EE Directors interests interests interests interests issued shares
IT% David Shou-Yeh Wong - 1,045,626,955 @ - 1,045,626,955 74.38%
THE Gary Pak-Ling Wang 2,884,691 04 - - 2,884,691 0.21%
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(@)

Interests in the shares and underlying shares of the
Company and its associated corporation (Continued)

Notes:

(1)  The corporate interests were in respect of shares held by
a corporation in which the director controlled one third
or more of the voting powers at general meetings and
shares held by companies under a family discretionary
trust. HSBC International Trustee Limited is the trustee
of a family discretionary trust of which David Shou-Yeh
Wong is the settlor.

(2) Such shares included the indirect corporate interests
of David Shou-Yeh Wong in Dah Sing Banking Group
Limited (“DSBG”) under Part XV of the SFO by virtue
of his beneficial interests of 42.96% in the Company
which currently holds a controlling interest of 74.37% in
DSBG and interests in DSBG held through a company
controlled by David Shou-Yeh Wong.

(8 The personal interests of Gary Pak-Ling Wang
comprised of (a) interests in 934,691 ordinary shares
of DSBG, (b) interests in share options in respect of
450,000 underlying shares of DSBG as disclosed in
the following section regarding interests in options
under share option scheme of DSBG; and (c) deemed
interests in 1,500,000 notional underlying shares of
DSBG relating to cash-settled share-based incentive
options granted by DSBG as explained in note (4)
below.

(4) DSBG had established a cash-settled share-based
incentive option scheme as a long-term incentive
plan to incentivize employees on 20 March 2018. The
rights granted under the scheme shall be exercisable
upon vesting in 5 equal tranches commencing from
the first anniversary of the date of grant. Subject to
the satisfaction of performance appraisal indicators,
grantees may exercise their vested options. No shares
of DSBG will be issued to the grantees of the options
under the scheme which is essentially a deferred
cash bonus scheme linked to the performance of the
grantees and the share price of DSBG.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021



CORPORATE GOVERNANCE AND OTHER IN

Hip&Ext

EERERR
FORMATION

EERITRARER (@)

(Z) AR M AR EE R

AT 2 R o

2NN

MN2015F5H827H » AR FIRKE
FBHER AR RERTEI(TK
e mErEl)) o K¥FE a2
B 49 B #£ £202146 A30H
IE - WA RIRER IR AR
TRIFTEIEE -

RFRITERE

ARFIFTEBE(KRRQF 2 188
/j&l)EA2014$5H27E?>TéZWZ

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(b) Interests in options under share option schemes of the
Company and its associated corporation

The Company

On 27 May 2015, the shareholders of the
Company approved the adoption of a share
option scheme (the “DSFH Scheme”). No share
options had been granted under the DSFH
Scheme from the date of its adoption to 30 June
2021.

DSBG

The particulars of interests in options to subscribe
for ordinary shares of DSBG, an associated

R &I ([ RFRITEE G corporation of the Company, granted under
%JJ)#HjZ RAR A LA SR HE R the share option scheme of DSBG adopted on
RITEEL ﬁﬂxﬂxfﬁzﬁﬁﬁa& 27 May 2014 (the “DSBG Scheme”) and
EEBBMAERIFABRA information that is required to be disclosed in
# EmR A( f(tﬁ%ﬁE'J>J ) ﬁ'ﬁ accordance with the Rules Governing the Listing
ARBEZERMT of Securities on The Stock Exchange of Hong

Kong Limited (the “Listing Rules”) are set out
below:
ARERSZ AHRTEARAHE
Number of DSBG's shares underlying the options
R0t & # Wﬁig #2021 % TR frEgo
1818 BABE  BRGE  Canceley  OAA  Erercise iR Exercise
BE  Granted Exercised lapsed o] price  Grantdate  period "
Heldat  during duing  duing  Heldat (%) (R/B/%) (B/R/%)
ARA Grantee 1172021 theperiod  theperiod  the period  30/6/2021 HKS) — ©My)  (DIMA)
gz Director
A% Gary Pak-Ling Wang 450,000 - - - 450000 1824 26/04/2018  26/04/2019-
26/04/2024
RftEstag Aggregate of other employees® 750,000 - - - 750,000 1824 26/04/2018  26/04/2019 -
26/04/2024
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INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE
(Continued)

(b) Interests in options under share option schemes of the
Company and its associated corporation (Continued)

Il. DSBG (Continued)

Notes:

(1)  All the existing share options granted under the
DSBG Scheme shall be exercisable upon vesting
in 5 equal tranches between the first and fifth
anniversaries from the date of grant.

(2) Share options were granted to certain eligible
employees, who are directors, senior executives
or officers of the major operating subsidiaries
of DSBG and are working under employment
contracts that are regarded as “continuous
contracts” for the purpose of the Employment
Ordinance of Hong Kong.

All the interests stated above represented long positions. As
at 30 June 2021, none of the Directors or Chief Executive
of the Company held any short positions as defined under
the SFO which are required to be recorded in the register
of directors’ and chief executive’s interests and short
positions.

Save as disclosed above, as at 30 June 2021, none of the
Directors or Chief Executive of the Company and their
respective associates had any interests or short positions
in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company pursuant to section 352
of the SFO, or as otherwise notified to the Company and the
SEHK pursuant to the Securities Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

M202166 A30H * UM TAL(ARFIES As of 30 June 2021, the following are the persons, other than
RITHBE 2 a2 R EXEBERIN R the Directors and Chief Executive of the Company whose

ARG RBAROS - FHERREIR interests are disclosed above, who had interests or short
BCEE 7 RHAE R0 ) EXVEB 2B 336154 & positions in the shares and underlying shares of the Company
GFENRRERELM TURESEAR as recorded in the register of shareholders’ interests required

AIABRER SRR ©

to be kept by the Company pursuant to section 336 of
Part XV of the SFO or otherwise known to the Company.

HERT
RPHEY
FisROBE,/ ZEZASLO
Rz R Percentage of
Number of interests in the
% 5 shares held/ total number of
Name Capacity Interests in shares issued shares ©
IBEE REREEARTREEG MERIEREGER
Christine Yen Wong Deemed interest by virtue of her spouse 137,285,682 1 42.96%"

ELRBRETERAR(ELERT])

HSBC International Trustee Limited
(“HSBCIT”)

THE

Harold Tsu-Hing Wong

DSI Limited

DSI Group Limited

DSI Holding Limited

“ZUFJSRER

Mitsubishi UFJ Financial Group, Inc.

=ZUFJERTT
MUFG Bank, Ltd.

Aberdeen Asset Management Asia
Limited

having a notifiable interest

ERANRZERER
Trustee and corporate interests 126,764,787 @ 39.66%"*

EAREREEEREEELET(ETA)
A iR

Personal interests and deemed interests 129,679,654 @ 40.58%*
in shares held by HSBCIT as trustee

ERAREZERER
Trustee and corporate interests 61,205,583 19.15%*

ERAREERER
Trustee and corporate interests 45,068,894 @ 14.10%"

ERARZERER
Trustee and corporate interests 19,914,710 6.23%*

rE R
Corporate interests 32,021,510 10.02%

Bafkn
Beneficial interests 31,957,510 10.00%

RERE
Investment manager 18,048,800 5.65%
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS (Continued)

*

The interests disclosed above by each of HSBCIT, DSI
Limited, DSI Group Limited and DSI Holding Limited and
deemed interests disclosed by Harold Tsu-Hing Wong (as
explained in note (3) below) relate to the shares held by
David Shou-Yeh Wong in the Company as disclosed under
the heading “Interests of Directors and Chief Executive”.
The interests of Christine Yen Wong represent the whole of
such shares. Therefore, these shareholdings should not be
aggregated, and rather form part or whole of the same share
interests of David Shou-Yeh Wong held in the Company.

Notes:

(1)

@

Such shares represent the deemed interests of Christine Yen
Wong by virtue of her spouse, David Shou-Yeh Wong being
a substantial shareholder of the Company having a notifiable
interest in the relevant share capital of the Company (under
the interpretation of section 316(1) of the SFO). These
interests comprise the same shares held by David Shou-Yeh
Wong under the heading “Interests of Directors and Chief
Executive” above.

Out of these shares, 126,189,187 shares are mainly
comprised of the interests indirectly held by HSBCIT in trust
for a family discretionary trust of which David Shou-Yeh
Wong is the settlor.

The interests of Harold Tsu-Hing Wong comprised of his
(a) personal interests in 3,490,467 shares; and (b) deemed
interests in 126,189,187 shares held by trustee. Pursuant
to section 322 of the SFO, Harold Tsu-Hing Wong has a
deemed interests in the 126,189,187 shares held by HSBCIT
in trust for a family discretionary trust of which David Shou-
Yeh Wong is the settlor.

Such shares are mainly comprised of the interests indirectly
held by DSI Limited, DSI Group Limited and DSI Holding
Limited in trust for a family discretionary trust of which David
Shou-Yeh Wong is the settlor.

The percentage of interests was calculated with reference
to the total number of issued shares of the Company as at
30 June 2021.

All the interests stated above represented long positions.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

During the six months ended 30 June 2021, the Company
has applied the principles and complied with all the code
provisions as set out in the Corporate Governance Code
(“CG Code”) under Appendix 14 of the Listing Rules, with
the exception of code provisions A.4.1 and E.1.2.

Pursuant to code provision A.4.1 of the CG Code, non-
executive directors should be appointed for a specific term,
subject to re-election. The Non-Executive Directors of the
Company are not appointed for a specific term, but are
subject to retirement by rotation and re-election at annual
general meetings in accordance with the provisions of the
Company’s Articles of Association.

Pursuant to code provision E.1.2 of the CG Code, the
chairman of the board should attend the annual general
meeting. In light of COVID-19 pandemic and quarantine
measures for inbound travellers, Mr. David Shou-Yeh Wong,
the Chairman of the Board, was unable to attend the 2021
Annual General Meeting (the “2021 AGM”) of the Company
held in Hong Kong on 2 June 2021 as he was required to
comply with compulsory quarantine requirements in Hong
Kong at that time. Mr. Hon-Hing Wong (Derek Wong),
Managing Director and Chief Executive of the Company,
took the chair of the 2021 AGM.

CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted its own code of conduct for
directors’ securities dealing (“Directors’ Dealing Code”) on
terms no less exacting than the prevailing required standard
set out in the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code”) under
Appendix 10 of the Listing Rules. Following specific enquiry,
the Directors of the Company confirmed that they had
complied with the required standard set out in the Model
Code and the Directors’ Dealing Code throughout the six
months ended 30 June 2021.
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CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in
the information required to be disclosed by the Directors
since the publication of the 2020 Annual Report of the
Company and up to the date of this Interim Report are set
out below:

(@) Mr. Gary Pak-Ling Wang
Executive Director and Deputy Chief Executive

—  Ceased to act as the Group Chief Financial and
Operating Officer of the Company and Dah Sing
Banking Group Limited with effect from 17 June
2021

— Ceased to act as the Group Chief Financial
Officer of Dah Sing Bank, Limited with effect from
17 June 2021

(b) Mr. Robert Tsai-To Sze
Independent Non-Executive Director

- Received a compensation amounting to
HK$80,000 paid by a subsidiary in relation to a
special assignment

(c) Mr. Paul Franz Winkelmann
Independent Non-Executive Director

— Received a compensation amounting to
HK$160,000 paid by a subsidiary in relation to a
special assignment

Save as those disclosed above, there is no other information
required to be disclosed pursuant to Rule 13.51B(1) of the
Listing Rules.

DAH SING FINANCIAL HOLDINGS LIMITED INTERIM REPORT 2021



CORPORATE GOVERNANCE AND OTHER IN

Hip&Ext

EERERR
FORMATION

REER 2T BHRE

AAHRERE 2 HBEERRAREE
PRERORE < MK ©

BREEE

REEeHEEECEMALEBLIAZ
GRTEREER - WHtA BAERE i &t
BHEEE (BEENEZE2021F6 H30H
1F61E B 2 K& Z 7 R ERB 53R 3R ) 1T
EH R o

B Bt

I B BUR

ARRZBREBRE ERFIBERFEIRNT
BB - ARREEERENIKE » ZER
EEREEH RN - UBRERR - ¥
BIRRATR ~ EARER - HRARARAE
BOEERE  BRESMEFER/NE
PRI EMEE -

FHRETHRRE

ARRIETHM - HrMER KiEIEH 88
20205 F MATR B AR - WEE XL

BE  HEIBEES
HZE2021F6H30H 1618 A K - AR
RIS EEMMHBARTEREE - HEE
E{ERARQTZ FTES o

UNAUDITED FINANCIAL STATEMENTS

The financial information in this Interim Report is unaudited
and does not constitute statutory financial statements.

AUDIT COMMITTEE

The Audit Committee has reviewed with Management the
accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting
matters including a review of the unaudited interim financial
statements for the six months ended 30 June 2021.

DIVIDEND POLICY

The Company’s dividend policy aims to pay sustainable
dividends over time. In determining dividend distribution,
the Company takes into account factors such as general
business conditions, financial results, business growth
prospects, capital requirements, regulatory requirements
applicable to the Company’s businesses, shareholders’
interests and any other factors the Directors consider to be
relevant.

REMUNERATION AND STAFF DEVELOPMENT

There have been no material changes to the information
disclosed in the Company’s 2020 Annual Report in respect
of the remuneration of employees, remuneration policies
and training schemes.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

There was no purchase, sale or redemption by the
Company, or any of its subsidiaries, of listed securities of
the Company during the six months ended 30 June 2021.
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INTERIM REPORT

The 2021 Interim Report in both English and Chinese is now
available in printed form and on the websites of Dah Sing
Bank (www.dahsing.com) and Hong Kong Exchanges and
Clearing Limited (www.hkexnews.hk). Shareholders are
encouraged to read this Interim Report on the website to
help protect the environment. Notwithstanding any choice
of means for the receipt of corporate communications
(i.e. either receiving a printed copy or by electronic means
through Dah Sing Bank’s website) previously made
by shareholders and communicated to the Company,
shareholders may at any time change their choice of means
of receiving the Company’s corporate communications
free of charge by giving reasonable notice in writing to the
Company’s share registrar, Computershare Hong Kong
Investor Services Limited at 17M Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong or by email
to dahsingfinancial.ecom@computershare.com.hk.

BOARD OF DIRECTORS

As at the date of this Interim Report, the Board of Directors
of the Company comprises Messrs. David Shou-Yeh Wong
(Chairman), Hon-Hing Wong (Derek Wong) (Managing
Director and Chief Executive) and Gary Pak-Ling Wang
(Deputy Chief Executive) as Executive Directors; Messrs.
Eiichi Yoshikawa (Shinkichi Nakamura as alternate)
and Yoshikazu Shimauchi as Non-Executive Directors;
Messrs. Robert Tsai-To Sze, Andrew Kwan-Yuen Leung,
Paul Michael Kennedy and Paul Franz Winkelmann as
Independent Non-Executive Directors.

By Order of the Board
Doris W. N. Wong
Company Secretary

Hong Kong, Wednesday, 25 August 2021
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