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As a bank with over 76 years of history in Hong Kong,
Dah Sing Bank has been committed to our vision to be “the
local bank with a personal touch”. Customer centricity
lies at the heart of everything we do, as we continually
uplift the quality of our products and services. We strive
to grow with our customers in Hong Kong, the Greater Bay
Area and beyond, delivering on our promise - “Together
We Progress and Prosper”.
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AT

KE
Restated

WU BB HKS Million 2019 2020 2021 2022 2023
KEREE Shareholders’ funds 26,805 28,386 30,192 29,601 32,682
BEER Subordinated notes 5,510 3,828 4,128 3,801 5,917
E=YEE N Deposits from customers 182,115 189,901 194,922 198,575 206,535
BEITHERE Certificates of deposit issued 6,751 8,126 6,590 4,229 2,428
pe® ek Total deposits 188,866 198,027 201,512 202,804 208,963
BEEE Total liabilities

(BIEREGE) (including subordinated notes) 216,507 219,270 218,705 221,924 228,790
BREMm Advances to customers

(T EREESEE) (excluding trade bills) 136,947 137,577 144,313 136,530 143,049
BEMRE Total assets 250,312 254,961 256,531 259,159 269,789
AR PE (SR F) Profit attributable to shareholders 1,708 1,158 1,308 1,224 1,592
2ERERE Total dividend distribution 470 300 339 364 637
LUETII8m HKS
SREREF Basic earnings per share 5.28 3.62 4.09 3.83 4.99
BREE Dividends per share
— ALK EA - Interim and proposed final 1.47 0.94 1.06 1.14 2.00
5 C Note:
1. 20235 F220224F 2 B BRI REBY R 1. Financial results of 2023 and 2022 are prepared on HKFRS 17 basis and

R 1TIEEELRSR > 20194 - 20204 20214
B EAMBREEI4REERR  RAFLE
Mo

that of 2019/2020/2021 are prepared on HKFRS 4 basis and are not
comparable.
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FINANCIAL SUMMARY

ERENRFHER AERE
Advances to customers / Total deposits Total assets
EEET HKS Million BT HKS Million
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Executive Directors
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CORPORATE INFORMATION
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DIRECTORS’ AND SENIOR MANAGEMENT’S PROFILE

BOARD OF DIRECTORS

Mr. David Shou-Yeh Wong
Chairman

Mr. Wong, aged 83, was appointed as the Chairman of the
Company in 1987. He is also the Chairman of Dah Sing
Banking Group Limited (“DSBG”), Dah Sing Bank, Limited
(“DSB”, a key operating subsidiary of the Company), Banco
Comercial de Macau, S.A., Dah Sing Insurance Company
Limited (formerly known as Dah Sing Insurance Company
(1976) Limited) and Macau Insurance Company Limited.
He was a member of the Nomination and Remuneration
Committee of the Company, DSBG and DSB until December
2023. Mr. Wong is the Honorary President of Guangdong
Chamber of Foreign Investors. He was the Vice President of
The Hong Kong Institute of Bankers. He holds a Bachelor of
Science degree in Electrical Engineering from Massachusetts
Institute of Technology and has over 60 years of experience
in banking and finance. He is the father of Mr. Harold Tsu-
Hing Wong, an Executive Director and the Group General
Manager of the Company. He is a director of DSI Limited,
DSI Group Limited and DSI Holding Limited, which are
substantial shareholders of the Company within the
meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong).

Mr. Robert Tsai-To Sze
Independent Non-Executive Director

Mr. Sze, aged 83, was appointed as an Independent Non-
Executive Director (“INED”) of the Company in 1997. He
is also an Independent Non-Executive Director of Dah
Sing Banking Group Limited (“DSBG”), Dah Sing Bank,
Limited (“DSB”) and Dah Sing Insurance Company Limited
(formerly known as Dah Sing Insurance Company (1976)
Limited). He is currently the Chairman of the Nomination
and Remuneration Committee and a member of the Audit
Committee (“AC”) of the Company, DSBG and DSB. He
served as the Chairman of the AC of the Company, DSBG
and DSB until December 2023. Mr. Sze is an INED of Nanyang
Holdings Limited and Sunwah Kingsway Capital Holdings
Limited. He was an INED of Hop Hing Group Holdings
Limited which was delisted in January 2022 and Mr. Sze
resigned in February 2022. Mr. Sze is a Fellow of The Hong
Kong Institute of Certified Public Accountants. He was a
former partner of an international firm of accountants with

which he practised for over 20 years.

Mr. Andrew Kwan-Yuen Leung
Independent Non-Executive Director

Mr. Leung, aged 73, was appointed as an Independent Non-
Executive Director (“INED”) and a member of the Nomination
and Remuneration Committee (“NRC”) of the Company in
December 2017 and May 2019 respectively. He was an INED
of Dah Sing Banking Group Limited (“DSBG”) and Dah Sing
Bank, Limited and a member of the NRC of DSBG (resigned
in December 2017). Mr. Leung is the President of the Seventh
Legislative Council of Hong Kong and a member of the
Industrial (First) Functional Constituency of the Legislative
Council of Hong Kong. He was the President of the Sixth
Legislative Council of Hong Kong during 2016 to 2021.
Mr. Leung is also the honorary president of the Federation
of Hong Kong Industries, the honorary chairman of Textile
Council of Hong Kong Limited and a fellow member of the
Textiles Institute and the Clothing and Footwear Institute.
He was a member of the 13th National Committee of the
Chinese People’s Political Consultative Conference, a council
member of The Hong Kong Trade Development Council and
a director of The Hong Kong Mortgage Corporation Limited.
Mr. Leung is an INED of China South City Holdings Limited,
Wharf Real Estate Investment Company Limited and CN
Innovations Holdings Limited.
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Mr. Paul Michael Kennedy
Independent Non-Executive Director

Mr. Kennedy, aged 66, was appointed as an Independent
Non-Executive Director (“INED”) and a member of the Audit
Committee of the Company in December 2018. He is also
an INED of Dah Sing Bank, Limited, an INED of Octopus
Holdings Limited and Octopus Cards Limited. He was a
financial services partner of KPMG Hong Kong from 1991
to 2006 and Managing Partner of KPMG’s Shanghai office
from 2000 to 2005. Mr. Kennedy was the chief operating
officer and executive director of the Securities and Futures
Commission during the period from 2006 to 2010 and he
subsequently took up a role as the Managing Director of
HSBC Hong Kong’s Global Banking Division from 2010 to
2012. Mr. Kennedy was appointed as Special Advisor to
the Chief Executive of Hong Kong Exchanges and Clearing
Limited (“HKEX”) in January 2013 and subsequently served
as the Group Chief Financial Officer of HKEX from May 2013
to December 2017. He continued to serve as Senior Advisor
of HKEX until July 2018. Mr. Kennedy is a Fellow of the
Hong Kong Institute of Certified Public Accountants and a
Fellow of the Institute of Chartered Accountants in England
and Wales. He holds a Bachelor of Arts in Accounting and
Financial Administration from the University of Bangor in
the United Kingdom and has over 40 years of experience in
the financial services industry encompassing auditing and
professional advisory services, regulation, risk management,
banking and listed company management.

Mr. Paul Franz Winkelmann
Independent Non-Executive Director

Mr. Winkelmann, aged 68, was appointed as an Independent
Non-Executive Director (“INED”) and a member of the Audit
Committee (“AC”) of the Company in May 2019. He was
appointed as an INED of Dah Sing Banking Group Limited
(“DSBG”), and the Chairman of the AC of the Company,
DSBG and Dah Sing Bank, Limited (“DSB”) in January 2024.
He is also an INED and a member of Risk Management and
Compliance Committee of DSB. Mr. Winkelmann joined
PricewaterhouseCoopers (“PwC”) in 1984 and was admitted
to partnership in 1990 to become a member of the first
group of partners to set up PwC’s financial services practice
in Hong Kong. He specialized in the audits of financial
institutions, both local and international. He was partner-
in-charge of PwC’s risk and compliance matters for Greater
China for 14 years up to June 2014. He was also the leader
of PwC’s Greater China Risk and Quality function overseeing
auditing and ethical standards within PwC. In 2001, he joined
the governance Board of Partners of PwC in Hong Kong and
subsequently was appointed to the Management Board
of PwC China and Hong Kong. Following his retirement
from PwC Hong Kong in June 2014, Mr. Winkelmann was
engaged as a senior advisor of PwC in Hong Kong on risk
and quality matters during the period from July 2014 to
December 2015. Mr. Winkelmann is currently an INED and
a Non-Industry Member of the General Committee of the
Insurance Complaints Bureau. He is also the Non-IA Eligible
DP Member of Disciplinary Panel Pool of the Insurance
Authority. He was the Chairman of the Financial Reporting
Standards Committee of the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) from 2004 to 2009 and the
President of HKICPA in 2009. In 2005, he was appointed
to the Standing Committee on Company Law Reform and
served for a period of 6 years. Mr. Winkelmann was the
Chief Executive Officer of Financial Reporting Council of
Hong Kong (now known as the Accounting and Financial
Reporting Council) from April 2016 to March 2019. He is a
fellow member of the HKICPA. He holds a Bachelor of Arts
(Business) Degree from Trinity College, Dublin.
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Ms. Mariana Suk-Fun Ngan
Independent Non-Executive Director

Ms. Ngan, aged 66, was appointed as an Independent Non-
Executive Director and a member of the Audit Committee
of the Company in April 2022. Ms. Ngan started her career
with The Mitsubishi Bank, Ltd. (now known as MUFG Bank,
Ltd. (“MUFG”)), Hong Kong Branch after her graduation from
the University of Kent at Canterbury, The United Kingdom
in 1984. She holds a Master Degree of Arts in Management
Science. Ms. Ngan had assumed various senior positions in
MUFG, Hong Kong Branch. She was a Co-General Manager of
MUFG Hong Kong Branch and General Manager, Corporate
Banking Office for Greater China during the period from
2014 to 2018. Ms. Ngan subsequently served as Managing
Director, Co-Head of MUFG Hong Kong Branch and Head
of Global Corporate Banking, East Asia in charge of global
corporate customers in Greater China and South Korea.
From 2016 to 2019, Ms. Ngan was concurrently appointed as
an Executive Officer of MUFG. After retirement in September
2019, Ms. Ngan has been appointed as an advisor (part
time basis with no executive function and no management
responsibilities) of MUFG, Hong Kong Branch since October
2019. She is also an advisor of Bai Xian Asia Institute (Japan)
Inc. Ms. Ngan has over 38 years of extensive experience in
various areas in the banking industry.

Mr. Junji Mori
Non-Executive Director

Mr. Mori, aged 48, was appointed as a Non-Executive
Director of the Company in July 2022. Mr. Mori started his
career with The Norinchukin Bank after his graduation
from International Christian University where he attained
a Bachelor Degree of Arts in Liberal Arts in 1998. He also
holds a Master Degree of Business Administration from Ross
School of Business, University of Michigan and completed
Advanced Management Program at Harvard Business
School. Mr. Mori had assumed various senior positions
in The Norinchukin Bank. He was a Senior Vice President
of Singapore Branch and a Senior Manager of Corporate
Planning Division. From 2017 to 2019, he was a Senior
Manager of Food & Agri Planning Division and subsequently
took up the role as the Deputy General Manager in April
2019. Mr. Mori has been appointed as the General Manager
of Food & Agri Planning Division since April 2022. He has
over 25 years of extensive experience in various areas in the
banking industry.

Mr. Hon-Hing Wong (Derek Wong)
Managing Director and Chief Executive

Mr. Wong, aged 71, was appointed as an Executive Director
of the Company in 1993 and promoted as the Managing
Director in January 2002. He joined Dah Sing Bank, Limited
(“DSB”) in 1977 and has served and managed various
departments before appointed as a Director in 1989,
promoted to the Managing Director in 2000 and then
appointed as the Vice Chairman of DSB in April 2011. He is
the Vice Chairman, Managing Director and Chief Executive
of Dah Sing Banking Group Limited and a director of various
major subsidiaries of the Group. He was the Chairman of
Dah Sing Bank (China) Limited for the period from June
2008 to August 2023. He is a Non-Executive Director and the
Vice Chairman of Bank of Chongging Co., Ltd. (listed in Hong
Kong and Shanghai) in which the Group has a 13.2% equity
interest. Mr. Wong is an Associate of The Institute of Bankers
(U.K.) and a Founder Member of The Hong Kong Institute of
Bankers and The International Retail Banking Council of the
U.K. He holds a Higher Diploma in Business Studies from the
Hong Kong Polytechnic College (now known as Hong Kong
Polytechnic University) and has over 45 years of experience
in banking.
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Mr. Harold Tsu-Hing Wong
Group General Manager

Mr. Wong, aged 54, was appointed as the Group General
Manager of the Company in April 2011 and an Executive
Director of the Company in January 2024. He is currently
a Vice Chairman, Managing Director and Chief Executive
of Dah Sing Bank, Limited (“DSB”). Mr. Wong joined DSB
in 2000 and was appointed as an Executive Director in
2005 and a Vice Chairman in March 2010. Mr. Wong was
appointed as the Managing Director and Chief Executive of
DSB in August 2017. From April 2011 to June 2017, he was an
Executive Director, Managing Director and Chief Executive
of Dah Sing Banking Group Limited (“DSBG”). He is a
Director of Dah Sing Bank (China) Limited, Banco Comercial
de Macau, S.A., Dah Sing Insurance Company Limited
(formerly known as Dah Sing Insurance Company (1976)
Limited), Macau Insurance Company Limited and Macau
Pension Fund Management Company Limited. Mr. Wong is
currently an Executive Committee Member of the Hong Kong
Institute of Bankers, a Non-official member of the Industry
Advisory Committee on Long Term Business established
by the Insurance Authority and a Non-official Member of
the Trade and Industry Advisory Board of the Trade and
Industry Department. Mr. Wong holds a Master of Business
Administration degree from Harvard University, U.S.A. and
a Bachelor of Laws (Honours) degree from King’s College,
London, and is a qualified solicitor in England and Wales
and in Hong Kong. Mr. Wong is a son of Mr. David Shou-Yeh
Wong, the Chairman of the Boards of the Company, DSBG
and DSB. He is a director of DSI Limited, DSI Group Limited
and DSl Holding Limited, which are substantial shareholders
of the Company within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong).

Mr. Gary Pak-Ling Wang
Deputy Chief Executive

Mr. Wang, aged 63, was appointed as an Executive Director
of the Company in 2001 and as Deputy Chief Executive of
the Company in June 2017. Mr. Wang joined Dah Sing Bank,
Limited (“DSB”) as the Group Financial Controller in 1995
and was promoted as a Director in 1997, responsible for
the overall financial management and control, operations
and IT functions of the Group for a number of years. He was
promoted as the Managing Director and Chief Executive of
DSB in May 2011 and was re-designated as the Deputy Chief
Executive and Alternate Chief Executive of DSB in August
2017. Mr. Wang is also a Director of Dah Sing Banking Group
Limited (“DSBG”), Banco Comercial de Macau, S.A. and Dah
Sing Bank (China) Limited (“DSB China”). He was appointed
as the Chairman of DSB China in November 2023 and a
member of the Nomination and Remuneration Committee
of the Company, DSBG and DSB in January 2024. Mr. Wang
was the Group Chief Financial and Operating Officer of
the Company, DSBG and DSB until June 2021. Mr. Wang
is a qualified accountant, a Fellow of The Association of
Chartered Certified Accountants of the U.K. and a member
of the Hong Kong Institute of Certified Public Accountants.
He holds a Bachelor of Social Sciences degree from The
University of Hong Kong and has over 35 years of experience

in financial management and banking.
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Mr. Yuichi Tashita
Alternate Director to Mr. Junji Mori

Mr. Tashita, aged 46, was appointed as an Alternate
Director to Mr. Junji Mori, a Non-Executive Director of the
Company, in July 2022. Mr. Tashita started his career with
The Norinchukin Bank (“Norinchukin”) after his graduation
from Nagoya University in 2000. He had assumed various
positions in Norinchukin responsible for treasury, securities
operations and forex functions before his appointment as
Senior Manager of Credit & Alternative Investment Division
in July 2014. He was appointed as Senior Manager of Hong
Kong (China) Representative Office of Norinchukin in June
2015 and Senior Manager of Project and Asset Finance
Division in July 2017. Mr. Tashita took up the role as Senior
Manager of Fixed Income Investment Division in April 2019
and was appointed as Senior Manager of Markets Division
in April 2021 and Chief Representative of Hong Kong (China)
Representative Office of Norinchukin during the period
from April 2022 to October 2023, responsible for liaison of
investment activities of Norinchukin in China. He is currently
Managing Director of Norinchukin Hong Kong Limited. He
has over 23 years of extensive experience in various areas in
the banking industry.

SENIOR MANAGEMENT

Mr. Nicholas John Mayhew

Executive Director and Deputy Chief Executive of

Dah Sing Banking Group Limited

Executive Director, Deputy Chief Executive and

Group Head of Treasury, Global Markets & Corporate Finance of
Dah Sing Bank, Limited

Mr. Mayhew, aged 56, was appointed as an Executive
Director and the Deputy Chief Executive of Dah Sing
Banking Group Limited, a subsidiary of the Company, in
June 2017. He is currently an Executive Director of Dah
Sing Bank, Limited (“DSB”) and a Director of Dah Sing
Insurance Company Limited (formerly known as Dah Sing
Insurance Company (1976) Limited) and Macau Insurance
Company Limited. Mr. Mayhew also serves as the Deputy
Chief Executive of DSB and Group Head of Treasury, Global
Markets & Corporate Finance of DSB, responsible for its
treasury and corporate finance activities. Mr. Mayhew was
an Executive Director of the Company during the period
from August 2004 to May 2017. Mr. Mayhew holds a Bachelor
of Arts degree (Hons) (in Chinese and Economics) from the
University of London. He has over 30 years of experience in
financial services both in the U.K. and Hong Kong.
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with Sun Life in Hong Kong.



In 2023 we continued our efforts to make progress in our
business while maintaining financial stability and sustaining
the quality development of our core businesses amidst
external challenges in our major markets. We have grown
our businesses in line with our strategy to leverage our
franchises in Hong Kong, Macau and Mainland China, and
continue to seek opportunities in the Greater Bay Area.

During the year, we saw a material improvement in net
interest income and net trading income and other income,
whilst net fee and commission income, excluding the gain
on the termination of our previous insurance distribution
agreement in the previous year, was higher than 2022.
Moreover, we achieved key milestones in developing and
growing our businesses in the year including an exclusive
15-Year Bancassurance Partnership with Sun Life in Hong
Kong; and the opening of the new Shenzhen Branch as we
became the first foreign bank granted a “Dual Operating
Licence” in Mainland China.

BANCASSURANCE ALLIANCE WITH SUN LIFE
HONG KONG

We were delighted to announce in January 2023 that we
had entered into an exclusive 15-year bancassurance
partnership in Hong Kong with Sun Life Group for the
distribution of Sun Life products starting from July 2023.
The new bancassurance agreement has offered our wealth
management customers the choice of a diverse range of life
and protection products through our strong franchise and
distribution network of over 40 branches in Hong Kong.

It was our pleasure to partner with the world-class
protection solution provider Sun Life Group, and we look
forward to strengthening our relationship further in the
years to come.

CHAIRMAN’S STATEMENT

OPENING OF NEW SHENZHEN BRANCH IN
QIANHAI

Our subsidiary Dah Sing Bank, Limited (“DSB”) celebrated
the official opening of its new Shenzhen Branch in Qianhai
on 1 August 2023. We became the first foreign bank in
Mainland China to be granted a dual operating licence and
set up a local branch in addition to our locally incorporated
wholly-owned bank, Dah Sing Bank (China) Limited.

In line with our GBA strategy, the new Shenzhen Branch
focuses on Renminbi lending, deposits and remittance
services for corporate customers onshore, which also
better positions the Group against the backdrop of RMB
internationalisation.

Despite the market challenges such as rising inflation
and tightened monetary policy by central banks of major
economies, we reported an increase in profit for the year of
30% to HKS$1,592 million for the year ended 31 December
2023.

Benefiting from the rebound of interest rates during the
year, DSB’s net interest margin has widened, resulting in
an increase in net interest income by 12% as compared to
2022. The net interest margin rose by 16 basis points due
both to higher market interest rates and to our efforts to
control our funding cost during the year. Despite relatively
subdued loan demand in our core markets, loan balances
rose slightly across most business lines, and our overall loan
balances grew by 5%.
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Our FX related business for customers was robust with
improved business from customers in both Personal
Banking and Corporate Banking. Overall, net fee and
commission income recorded a modest increase of 1%
as compared to last year excluding the HK$1,394 million
one-off gain recognised upon termination of the previous
bancassurance distribution agreement in 2022. As the
15-Year Bancassurance Partnership with Sun Life became
effective on 1 July 2023, the distribution of insurance
products to our retail customers has resumed in the second
half of 2023 and the results to date are encouraging.

Operating profit before impairment losses of our banking
business decreased by 28% mainly due to the one-off gain
of HK$1,394 million in 2022, as mentioned above. Excluding
this item, operating profit before impairment losses was
up by 14%, and non-interest income was up by 5% for
the year. Our credit cost fell by 9% as compared to 2022
although it remained somewhat high during the year, with
credit impairment losses at HK$731 million. A large part of
the reduction was attributable to our corporate banking
business as we continued to take proactive risk management
measures in the current business environment.

We recorded an increase in our share of the net profit of
our associate, Bank of Chongging (“BOCQ”), for the year to
HK$689 million. After we updated the impairment model in
2022 to reflect the latest economic conditions and projection
of BOCQ’s future performance, recording an impairment
charge of HK$1,683 million, the total impairment charge
on the basis of the updated model for the 2023 year was
HK$552 million. It should be noted that the provision made
relating to BOCQ is non-cash and does not affect our capital
adequacy.

FUTURE PROSPECTS

In 2023, economic growth in Hong Kong remained relatively
sluggish, with subdued loan demand and generally higher
market interest rates. The continued rate increases had an
impact on the capacity of certain borrowers to repay debts,
and on loan demand amongst customers, and resulted in
weak performance in loan growth in the banking industry
during the year. The rate hikes also led to challenges
in terms of more expensive funding and higher interest
expenses, as customers switched their placement of funds
to higher rate deposits. The rate hike cycle is expected to
end in 2024 and a reduction in rates may start to take place
later this year. However, there are market expectations that
a somewhat higher interest rate level will potentially remain
for some time, which should continue to be of benefit to
our net interest margin. Furthermore, in response to the
weak property sectors in both China and Hong Kong, policy
changes have been made to ease market conditions, which
hopefully will provide the market with some stabilisation.

With the increasing integration and rapid development of
the Greater Bay Area, consumer sentiment has improved
and is expected to support the increase in outbound
and inbound travel from and to Hong Kong. That said,
Hong Kong as our core market continues to maintain its
stable economic conditions and competitive advantages,
including well-developed infrastructure, low taxation,
strong institutions and robust banking system. We expect
the banking sector of Hong Kong to remain stable under a
stringent regulatory environment with generally very high
levels of bank capital and liquidity.

Our strategy aligns with the development of the Greater
Bay Area, with Dah Sing Bank operating both a branch in
Shenzhen and a subsidiary bank in the Mainland to serve
our target customers. The “dual operating licence” allows
us to gradually expand our cross-boundary business to gain
a wider footprint in the Greater Bay Area. At the same time,
the life insurance sales to our retail banking customers was
resumed in mid-2023. This is very important in serving our
customers with a range of financial services and products
throughout different stages in their lives. As a result, we
have increased our team of financial planning managers to
support the relaunch of bancassurance business. We are
glad to achieve these two important milestones in 2023.
We have enhanced our capabilities in wealth management
business and corporate banking business in the Greater Bay
Area as two key drivers of our long-term growth.
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Dah Sing Bank celebrated on 1 August 2023 the opening of
our new Shenzhen Branch in the Qianhai Shenzhen Hong
Kong International Financial City, marking an important
milestone as the first foreign bank in China granted a dual
operating licence to set up a local branch in addition to our
locally incorporated bank. The new Shenzhen Branch will
enable the Group to deploy the combined resources of Dah
Sing Bank, Banco Comercial de Macau and Dah Sing Bank
(China) flexibly and to respond nimbly to the needs of our
customers. It will also better position the Group against
the backdrop of RMB internationalisation and the financial
markets in Hong Kong and the Mainland becoming more
integrated.



During 2023, we successfully completed the implementation
of our new core banking system. We continue to invest in
technology and the digitalization of our banking services,
both to improve our service to customers, and to improve
efficiency. This is an ongoing process as a greater proportion
of our transactions move from branch based to online/
remote.

Looking forward, we expect challenges to remain with the
banking industry in the near term. In particular, higher credit
risk is one of the considerations, with credit cost expected to
remain relatively high across banks and the financial system
as a whole. In order to maintain healthy asset quality, we
are managing credit risk in our loan and asset portfolios in a

prudent manner.

Both our capital adequacy and liquidity remain robust,
enabling us not only to meet the challenges of a difficult
business environment, but also to position us for growth
should market conditions allow. Liquidity conditions
domestically in Hong Kong, and our funding base, mainly
comprising domestic Hong Kong deposits, have stayed
strong in spite of the recent challenging times, and we
expect that to continue. We are ready to accelerate the

growth of our business over the medium and longer term.

On behalf of the Board, we have declared a final dividend
of HK$1.64 per share, representing a total dividend for the
whole year of HK$2.00, an increase of 75% compared to the
HK$1.14 in 2022.

Last but not least, | take the pleasure in thanking my
fellow directors for their valuable contribution. In addition,
I would like to thank the management team and staff
members of Dah Sing Financial Group for their dedication
in tackling the challenges and commitment to keeping our
business running smoothly over the past year, and also our
appreciation of the long-term trust and support from our
customers and shareholders. | believe that the dedication
and flexibility from my colleagues will help us achieve the
goals of the Group’s development in driving the business

performance.

David Shou-Yeh Wong
Chairman

Hong Kong, 28 March 2024
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FINANCIAL HIGHLIGHTS

REVIEW OF OPERATIONS

The highlights of the Group’s consolidated financial performance for the year are summarised in the table below:

Restated
2023 2022 Variance
HKS Million
Operating profit before credit impairment losses 2,993.4 3,882.3 (22.9%)
Operating profit after credit impairment losses 2,261.9 3,078.4 (26.5%)
Profit before taxation 2,355.8 2,017.5 16.8%
Profit attributable to shareholders 1,592.1 1,224.4 30.0%
Total assets 269,789 259,159 4.1%
Total liabilities 228,790 221,924 3.1%
Shareholders’ funds 32,682 29,601 10.1%
Net interest income/operating income 79.3% 63.4%
Cost to income ratio 52.1% 44.4%

FINANCIAL REVIEW

The Hong Kong economy expanded by 3.2% in 2023,
recovering from the 3.7% contraction recorded in 2022.
The reopening of the border amidst an easing of the COVID
pandemic helped bolster the domestic economy, while
external demand continued to be weighed down by a
sharp increase in interest rates globally and a weaker than
expected rebound in Mainland China’s economy.

Total exports of goods reduced by 10.3% year-on-year in real
terms in 2023, slightly improved from the 14% contraction
a year ago, as exports to both Mainland China and other
destinations showed signs of stabilisation toward the end of
the year.

Private consumption expenditure increased by 7.3% last
year from a low base on pent-up demand, although the
momentum softened in the second half of the year amidst
falls in property prices and the stock market. The local
unemployment rate fell below 3% as labour demand
recovered in service industries, with the rebound in the
labour force stalling despite an influx of immigrants through
various talent visa schemes.

Business sentiment showed signs of recovery in Q4 2023
with the purchasing manager index advancing to 51.3 in
December from 48.9 in October. Private non-construction
capital investments accelerated, but spending was still
lower than pre-pandemic levels.

Domestic property prices declined by 7% last year after
falling by 15% in 2022. Total residential property transactions
shrank to around 45,000, the lowest in more than a decade.
The Government announced the easing of property curb
measures in October 2023 including down payment
requirements and stamp duties. It subsequently removed
all additional demand-side management measures for
residential properties in February 2024.

The prime rates of licensed banks in Hong Kong went up by
25 basis points in 2023 despite a 100-basis-point increase in
US policy rates. The Federal Reserve is expected to cut rates
in 2024 with inflation trending toward its 2% target level and
risks of an economic slowdown growing.

Mainland China reported GDP growth of 5.2% in 2023, up from
3.0% in 2022. However, a continued cooling in the property
market and an uncertain economic outlook hampered both
consumption and investment growth.

Although the pace of economic recovery was slower than
expected in 2023 and the business environment remained
challenging, our Group’s profit attributable to shareholders
in 2023 increased 30.0% to HKS$1,592 million.

Our insurance and investment operations generated higher
profit in the year, and much higher total comprehensive
income, or gain in net asset value, when compared with
2022. The stronger performance was brought by the higher
investment income recognised in profit or loss, and under
other comprehensive income.
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BANKING BUSINESS

2023 2022 Variance

Net interest margin 2.01% 1.85%
HK$ Million
Operating income 5,916.1 6,826.3 (13.3%)
Operating profit before credit impairment losses 2,747.2 3,810.3 (27.9%)
Operating profit after credit impairment losses 2,015.9 3,007.2 (33.0%)
Profit before taxation 2,141.6 1,970.0 8.7%
Profit for the year 1,860.3 1,608.8 15.6%
Profit attributable to shareholders excluding the 1,723.3 2,635.1 (34.6%)

investment in an associate
Advances to customers 143,049 136,530 4.8%
Deposits from customers 207,234 199,792 3.7%
Certificates of deposit issued 2,428 4,229 (42.6%)
Total deposits 209,662 204,021 2.8%
Subordinated notes 5,917 3,801 55.6%
Loan (excluding trade bills) to deposit (including 68.2% 66.9%

certificates of deposit issued) ratio
Cost to income ratio 53.6% 44.2%

Amidst the challenging business environment, Dah Sing
Banking Group Limited (“DSBG”) reported an increase in
profit attributable to shareholders by 15.6%. Operating
income was 13.3% lower than the higher base in 2022, mainly
attributable to the one-off recognition of unamortised fees
arising from the termination of the Hong Kong Distribution
Agreement with Tahoe Life Insurance Company Limited.

Excluding this item, the normalised operating income
for 2023 would have been 8.9% higher than 2022, which
was driven by higher net interest income from a wider net
interest margin and higher asset yields during the year. Net
fee and commission income would also have increased by
1.4% if this item was excluded. Net trading income rose in
the year due to higher sales income and improved trading
results, partly offset by a higher funding swap cost, in
response to a widening HIBOR/LIBOR rate differential when

compared with the prior year.

Operating expenses grew by 5.1% due to increases in wages,
legal and professional fees incurred and other expenses
accruals, partly offset by lower depreciation and spending on
IT related projects. Credit impairment charges decreased by
8.9% year-on-year, as a result of lower provisions for credit
losses on our exposures to the China property developer
sector.

Our businesses in Macau delivered stronger results due to
improved operating income and lower credit impairment
charges while Mainland China delivered weaker results
from higher credit impairment charges and lower operating
income primarily from reduced net interest income as
a result of the challenging business environment in the
Mainland.

DSBG’s return on shareholders’ funds increased from 5.4%

in 2022 to 6.0% in 2023. Cost to income ratio increased from
44.2% in 2022 to 53.6% in 2023.
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VIP Banking launched its “Just Like Family” marketing campaign in 2023 to
build brand awareness of our value proposition to stand by our customers
at every stage of their lives, helping them plan for their future and creating
tailor-made solutions for customers’ evolving financial needs.

ARRENTREIITENRTER
NEW LOOKS FOR OUR
ICONIC CENTRAL BRANCH
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As at 31 December 2023, the consolidated Common Equity
Tier 1 ratio of Dah Sing Bank, Limited (“DSB”) increased to
16.2%, 1.0 percentage point higher than the level of 15.2%
at the end of 2022. Taking into account DSB’s outstanding
Tier 2 subordinated debts, DSB’s consolidated capital
adequacy level at the year end was 21.2%, higher than the
prior year of 19.3%. Our Bank continued to operate well
above the minimum Liquidity Maintenance Ratio of 25%,
reporting an average level of 64.0% during the year. We
believe that our capital and liquidity ratios are maintained
at levels within the market range for both peer banks in
Hong Kong, and indeed for banks internationally.

18 RREETade
RaRumE
BT

REXKRERETF

HIGHLIGHT OF BUSINESS PERFORMANCE
Personal Banking

Our Personal Banking business maintained a stable
underlying performance in 2023 despite the continued
business and economic disruptions from interest rate hikes,
high inflation, global geopolitical tension and the slow post-
COVID recovery. However, net profit was impacted primarily
due to the higher base in 2022 with the HK$1.4 billion one-
time gain on the termination of the former bancassurance
distribution agreement.

Targeting the acquisition of new-to-bank customers, we
grew overall deposits modestly in 2023 despite the intense
competition for deposits in the market. In addition to the
6% increase year-on-year in our VIP Banking customer base,
our Retail SME customer base recorded growth of 34%
year-on-year. We were able to strengthen our customer
franchise by expanding our SME Banking network from
11 SME Banking Centres to 16 during the year and by
improving our SME account opening efficiency for customer
experience enhancement.

RIRTIELEREERS > EATEEEZRE

BREENEE EBIREETIR o
DSB launched its US Stock Trading Service to offer its

customers a broader range of investment options.

Dah Sing Bank’s Central Branch on Des Voeux
Road Central has given the Group its iconic
presence in the heart of core Central in Hong
Kong ever since 1981. As part of a broader
strategy to gradually upgrade our branch
network for better customer experience, the
branch was remodeled into our second digital
flagship branch in Dah Sing Bank’s network
last year. Designed to be largely paperless in its
operations, the branch leverages technology
as an enabler for front-line staff to focus their
time more on listening to what our customers
need. The branch also features an exclusive
VIP Banking Centre as well as a 328 Business
Banking Centre to service different customer

segments in the prime business district.
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During the year, we maintained our market share in
personal loans with active promotions and collaborations
with various social media platforms to increase market

awareness.

In 2023, total credit card spending increased 11% year-on-
year. Along with various new card acquisition and usage
programmes, credit card balances rose by 4.6% compared
to the end of 2022.

Wealth management remained a key focus in Personal
Banking to deliver customers personalised services with
investment and insurance solutions offered to suit different
life stages. During the year, VIP Banking maintained stable
growth of customer base and offered customers a diversified
range of wealth management services despite weak market
sentiment and volatility. The result was an increase in both
wealth management fees and customer foreign exchange
income. Meanwhile, the resumption of our bancassurance
business in July 2023 through our exclusive partnership with
Sun Life Hong Kong Limited gave our customers access to a
diverse range of life and protection products. In December
2023, we announced the addition of Bank of Dongguan as
our Northbound partner bank under the Wealth Management
Connect Scheme to expand the investment choices for our
customers seeking opportunities in China.

Dah Sing Bank’s Retail Banking Division launched its
15-year exclusive bancassurance collaboration with Sun
Life Hong Kong Limited in July 2023, an important step to
strengthen Dah Sing Bank’s wealth management franchise.
Both partners boasted strong business legacies in Hong
Kong, and shared the same commitment to understanding
and addressing customers’ needs across their different life
stages by delivering relevant and forward thinking wealth
and protection solutions, as illustrated by the joint customer
statement of “Life « Brighter Together”. As at the end of
2023, the collaboration has brought a meaningful range of
life and medical protection products throughout Dah Sing
Bank’s branch network in Hong Kong, with more varieties of
innovative products expected to be added in the near-term
future.

In addition, our Private Banking business continued to make
efforts to cross-sell to our Corporate Banking customers
through an enhanced personalised service model and
customised offerings to meet customers’ needs.

We have implemented our digital transformation to meet
different customers’ preferences. Innovative initiatives were
launched on our mobile banking platform in early 2023
including our first-to-market Voice Laisee and our in-app
gamification with instant e-coupons to enhance customer
engagement. During the year, digital transactions grew by
48%.

In line with our omni-channel strategy to serve our customers,
we invested resources in a programme to gradually renovate
and/or relocate our branches to improve customer services
and experience as well as to achieve greater operational
efficiency. As of the end of December 2023, our retail presence
in Hong Kong totalled 42 branches across Hong Kong,
Kowloon and the New Territories, including 27 VIP Banking
centres and 16 SME banking centres.

- Sun Life
X 9 4

@D 5 R 17 ‘

€4 DAHSING BANK

FIZHAINZAE
Life - Brighter Together

s3It
with Dah Sng Sanl, Sun Lifs Flong iKong and you
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DSB has been awarded the “Best
SME’s Partner Award”, organised by
The Hong Kong General Chamber
of Small and Medium Business, for
10 consecutive years and has won
the Gold Award for 2 consecutive
years since 2022. This achievement
recognised DSB’s effort in providing
quality services and support to SMEs.



Corporate Banking

Our Corporate Banking business continued to focus on
implementing customer account strategy across a range
of existing and targeted customer segments as part of the
execution of our medium term strategy, aiming to provide
diverse corporate banking products and services to our
customers.

In early 2023, global travel was gradually resumed when
borders reopened post-COVID. However, the market
recovery was hindered by ongoing headwinds arising from
a slow economy and widespread geopolitical tensions.
Against the backdrop of the continued weakening economic
environment and high interest rates, corporate customers
remained conservative in their funding plans while we have
remained disciplined in our credit underwriting standards.
Besides, many corporate customers proactively deleveraged
under the rising interest rate environment and/or diverted to
lower-cost onshore RMB borrowings. Our business reported
a mild net growth in 2023 given the sluggish environment
with shortfalls mainly in trade finance loans which was
partially offset by an increase in corporate lending.

Net interest income was stable versus the prior year,
primarily due to the increase in loan interest income,
which offset the higher interest expenses. Despite intense
market competition, loans slightly increased. Deposits from
corporate customers remained stable, enabling us to fund
our assets while effectively managing our liquidity.

In terms of non-interest income, there was a significant
improvement compared to the previous year. This improvement
was driven by higher foreign exchange income, wealth
management income, and income from loans and cash
management fees.

Loan impairment charges remained elevated, but was
lower than the previous year. The provisions made were
predominantly on exposures to the China real estate sector.
We will remain vigilant in monitoring the credit quality of
our loan portfolio, ensuring its resilience and in mitigating
any potential risks that may arise.

We continued to collaborate with DSB China. Through
providing onshore account opening witness services,
corporate customers in China are able to open Hong Kong
bank accounts in China without travelling across the border.
This provided opportunities to establish effective banking
relationships, while offering convenience to corporate
customers in China. Furthermore, DSB became the first
foreign bank to receive dual operating licenses to operate a
new Shenzhen branch in addition to its DSB China subsidiary
operations, which is intended to foster the further growth
of our corporate banking business in both Hong Kong and
China. One of our key focuses is to encourage cross platform
referrals and to develop cross-border solutions.

Investing in digital solutions and upgrading our digital
banking platform, DS-Direct, remained a priority. Our focus
on improving product capabilities in cash management
and the digital channel allowed us to enhance customer
experience. In addition, further streamlining of our internal
processes improved efficiency and service quality, which
aligned with our pursuit in delivering best-in-class services
to our customers.

Notwithstanding the challenging operating environment,
we continue to lay the ground work for building a stronger
corporate banking business by onboarding quality clients
and focusing on customer centricity.
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BCM introduced a new smart casual

summer uniform for its branch staff
as part of its “Joyful Green Journey”
campaign, which helped to support
environmental protection and to
refresh its brand image.



Treasury and Global Markets

Our Treasury and Global Markets division reported higher
profitin 2023, with an increase in attributable profit of 24.8%
to HK$746 million. Rising, and generally higher interest rates
during the year were beneficial to net interest margin, which
increased from 1.03% to 1.25%. Average interest earning
assets grew by 1.7% to HK$90.2 billion during the course
of the year, taking advantage of the higher interest rates
available. With both higher margin, and higher volumes,
net interest income grew by 22.5% from HK$918 million to
HK$1,125 million for the year.

Average USD interest rates during the year continued to be
significantly higher than average HKD interest rates, which
led to a substantial increase in the cost of our funding swap
activities. Whilst non-hedging FX revenues were improved
over the prior year, the high cost of our funding swap
hedging activities led to lower overall trading income than
in 2022.

Our customer related sales and marketing performance
improved significantly during the year, mainly driven by FX
related business, and revenues were up by HK$27 million
to HK$127 million. Operating expenses increased by 16.7%
during the year. However, this was mainly driven by a
higher allocation of central expenses to Treasury and Global
Markets, whilst underlying costs were higher by 6.9%. There
was a modest write-back of impairment charges during
the year, due mainly to the HK$36 million recovery of an
investment that had been written off in a prior year.

Liquidity was prudently managed with the average Liquidity
Maintenance Ratio for the year being maintained at 64.0%,
compared to the 50.4% in the prior year. We maintained
our high quality liquid assets portfolio and managed the
cash flow of DSB in a conservative manner given the overall
challenging operating environment and uncertainties faced
during the course of the year.

Banco Comercial de Macau

In 2023, Macau lifted all COVID-related travel restrictions.
The Gross Gaming Revenue and hotel occupancy rate were
the first to benefit, and both recovered to 60%-70% of pre-
COVID levels. However, the recovery of other industries
such as retail and real estate was at a much slower pace
and still clouded by the continuing uncertainty of the global
economic outlook.

Inevitably, Macau’s banking industry was also impacted
by strong headwinds, including weaker loan demand
and pessimistic investor sentiment, largely driven by
the increasingly high interest rate environment, surging
geopolitical tensions around the globe, and the slowing
down in China’s economic growth. The combined effect
of negative loan growth together with increasing non-
performing loans year-on-year has overall impaired the
profitability of the banks in 2023.

Amid such a difficult operating environment and challenges,
our subsidiary bank in Macau, Banco Comercial de Macau
(“BCM”) managed to increase its loan balance and customer
deposit balance by 4.1% and 12.9% year-on-year respectively,
outperforming the market in both measures. Notably, the
increase in customer deposit balance helped to improve BCM’s
net interest margin by replacing relatively more expensive
public funds and certificates of deposit. Furthermore,
additional surplus funds were deployed into the treasury
investment portfolio yielding a higher interest income overall.

Attributable to the improved net interest margin and the
growth in loans, deposits and treasury investments, net
interest income increased by 17.0% compared to 2022.
Meanwhile, non-interest income was also higher than
prior year by 9.7%. On the other hand, operating expenses
were maintained at a mild growth of 3.4% year-on-year for
continued investments in IT and infrastructure projects. As a
result, operating profit before impairment losses was 39.5%
above 2022, and with improved impairment charges, net
profit soared by 382.2% year-on-year.

During the year, BCM continued to enhance its VIP Banking
franchise and onboarded a significant number of new-to-
bank VIP Banking customers via various business campaigns,
which provides BCM with great potential for growing its
wealth management business going forward.

In non-financial areas, BCM through its newly-established
Streamlining Task Force has driven a number of initiatives
to enhance operational excellence and efficiency, which also
enabled it to redeploy resources into business development
activities. Having been through the Customer Centricity
journey in recent years, where a variety of initiatives have
been rolled out, BCM has built and boosted the desired
culture to its staff, and in turn enhanced customer experience
with BCM.

In terms of ESG and external profile, in 2023 BCM launched
the “BCM Joyful Green Journey” programme, which
incorporated various green initiatives with positive feedback
from the market and senior government officials. The new
staff summer uniform was particularly well received by the
public which helped to improve BCM’s identity in Macau.
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DSB China celebrated its
15th anniversary milestone
and reaffirmed its strategy
and commitment for long-
term growth in Mainland
China.



Dah Sing Bank (China)

With the reopening of the border, Mainland China’s economy
began to recover, but the pace was dampened by the onshore
real estate crisis which impacted the market, affecting investor
confidence and credit appetite. As part of the economic
stimulus package, the China 1-year Loan Prime Rate was
revised down by 20 basis points from 3.65% to 3.45% in 2023.
While boosting the local economy, lowering of the Loan Prime
Rate adversely impacted the interest margin and overall asset
yield. Because of this, DSB China’s net interest margin reduced
from 1.84% to 1.44% which led to a decline in net interest
income year-on-year. Disposal and write off of certain non-
performing loans brought forward from prior years resulted in
a lower NPL ratio but higher impairment loss charged to the
profit and loss account. With all the hard work, non-interest
income increased due to a higher customer demand for foreign
exchange and currency risk management services in a volatile
foreign exchange market. Loans and deposits fell slightly
due to customers’ early repayments and intensified market
competition. Notwithstanding the challenging operating
environment, DSB China maintained its capital ratios at a
robust level.

The increase in credit risk became more noticeable in
2023. Both the demand and valuation of properties saw a
significant decline in many major cities. DSB China remained
thorough and vigilant in all new credit underwriting and
customer onboarding.

For the Group’s business growth in the Greater Bay Area
(“GBA”), DSB China proactively supported its parent bank
to re-establish the Shenzhen Branch, which opened for
business in August 2023. Dah Sing Bank is privileged to be
the first Hong Kong incorporated bank to obtain a successful
dual banking licence. This provides an important foundation
for future growth in both Hong Kong and the Mainland. To
pursue its cross-border business ambition in GBA, DSB China
stepped up its franchise building efforts during the year,
with particular focus in mobile platforms.

DSB China continues to operate in 6 major cities in China,
with a network comprising Shenzhen Headquarters,
branches in Shanghai, Nanchang, Zhenjiang, Guangzhou
with sub-branches in Foshan and Shenzhen Nanshan,
offering a wide range of commercial and retail bank lending,
deposits and other related banking services to customers
in China, specifically to customers in GBA with cross-border
banking needs.

Bank of Chongqing (“BOCQ”)

BOCQ delivered improvements in both business performance
and financial results in 2023, with its profit attributable to
shareholders up by 1.3%. Loan and deposits grew by 11.4%
and 8.4% respectively. It recorded slightly lower operating
income, which was mainly a result of lower net interest
income and lower net fee and commission income. Its non-
performing loan ratio and non-performing loan coverage
ratio at the end of 2023 were 1.3% and 234.2% respectively,
compared to 1.4% and 211.2% at the end of 2022.

BOCQ successfully issued undated capital bonds in October
2023 with gross proceeds of RMB2.5 billion, which helped
strengthen its capital base.

Our share of BOCQ net profit continued to be recognised on
the equity accounting basis, which amounted to HK$689
million in 2023. Due to a further lowering in the Value in Use
of our investment in BOCQ assessed in June and also at the
end of 2023, a total impairment charge of HK$552 million
was recognised in our 2023 consolidated results, compared
with HK$1,683 million in 2022.

While the impairment charge was lower than our share of
BOCQ net profit recorded in the year, the carrying value of our
investment in BOCQ, net of the total impairment allowance,
increased to HK$2,215 million as at 31 December 2023 as
compared with HK$2,159 million as at 31 December 2022.
This is mainly due to our share of the other comprehensive
income of BOCQ which was partly offset by the depreciation
of RMB against HKD during the year.
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INSURANCE AND INVESTMENT OPERATIONS

The Group’s insurance business is focused on general insurance, and is operated by our subsidiaries Dah Sing Insurance

Company Limited (formerly known as Dah Sing Insurance Company (1976) Limited) (“DSI”) in Hong Kong, and Macau Insurance

Company Limited (“MIC”) in Macau. MIC also has a subsidiary, Macau Pension Fund Management Company Limited (“MPFM”),

which operates a local pension fund business in Macau.

The following provides a summary of the profit and loss of our general insurance business, including the results of the pension

fund management business in Macau:

Restated
HKS$ Million 2023 2022
Insurance revenue 967 852
Insurance service expense (725) (545)
Insurance service result before reinsurance contracts held 242 307
Net expenses from reinsurance contracts held (167) (208)
Insurance service result 75 99
Net insurance financial result 18 27
Otherincome and expenses (70) (65)
Investment income 125 22
Other operating expenses (12) (12)
Pension fund management fee income 12 12
Profit before tax 148 83
Income tax expense (3) (16)
Profit after tax 145 67

Supported by higher levels of capital and a strong solvency
ratio, our general insurance business has maintained steady
growth in volume of business underwritten in the past few
years, in line with our medium term strategy.

In 2023, as COVID-related restrictions were lifted, our
general insurance business demonstrated resilience across
key lines of business, supported by adequate pricing,
prudent risk selection and cost discipline. Gross premium
written recorded an 8.6% year-on-year increase during the
year. New initiatives executed in 2023 helped to boost both
top line and bottom line, including our first direct group
medical business, revamped electric car insurance as part
of our efforts in ESG, affinity partnerships targeting the high
net-worth segment, increased focus on direct distribution
channel business, and active participation in the expanded
motor business in GBA.

The overall insurance service result was lower than the prior
year due to the increased claim cost year-on-year. Under
HKFRS 17, claim cost is recognized based on its present
value. The present value of the claim cost in 2023 was
notably higher than in 2022 mainly because of interest rate
movements. Our general insurance business maintained its
underwriting discipline and cost control, whilst successfully
transitioning into a more agile solution provider for our
customers and partners. Through an experienced servicing
team and a customer-centric business model, our insurance
revenue increased by 13.5% during the year. Insurance
service result reduced mainly due to the impact brought by
Typhoon Saola and Black Rainstorm, and by higher claim
cost in 2023, while the reduction in net insurance financial
result in 2023 mainly driven by the discounting impact
of insurance claims liabilities arising from year-on-year

increase in interest rate.
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DSI was named among the Top 3 Finalists in the Hong Kong
Insurance Awards 2023 - Best Partnership Project (General
Insurance) category by the Hong Kong Federation of Insurers. This
achievement recognised the success of DSI’s partnership with its
electrical vehicle partner which demonstrated its ability to develop
impactful campaigns based on a shared vision. The said campaigns
also featured one-stop customer protection solutions in vehicle
finance, credit card and motor insurance, jointly delivered by DSI
and DSB.



Our insurance business adopts a multi-channel distribution
strategy, which during the year saw greater diversification
including to international brokers for certain types of
business. In 2023, we continued to invest in people and IT/
infrastructure projects, with a view to improving operational
efficiency, expanding product offering and services to
our customers, and sustaining the competitiveness and
profitability of our business. As a result, other operating
expenses and other expenses of our general insurance

business increased year-on-year.

We recorded an overall investment returns of HK$558 million
in 2023, through both profit and loss account and other
comprehensive income in the investment portfolios of our
general business, which largely correlated with the market
performance.

The following provides a summary of the net asset value of our general insurance business and the respective solvency ratios of

DSl and MIC at the end of 2023 and 2022:

Restated
HKS$ Million 2023 2022
Net asset value 3,371 2,972
Solvency ratio of DSI 738% 1,457%
Solvency ratio of MIC 1,288% 1,167%

The net asset value of our general insurance business
increased by 13.4%, mainly due to increase of financial
assets value from the rebound of the equity markets.

The solvency ratio of DSI and MIC continued to be strong
in the year. The continued robust capital strength of the
companies under the Risk-based Capital regime will allow
these subsidiaries to pursue business growth in Hong Kong
and Macau to provide greater protection to our existing and
potential policyholders, whilst generating compounded
returns from our investment operations over the longer

term.

At the end of 2023, the “float” available for investment in
DSI and MIC in aggregate grew to HK$720 million (from
HKS$594 million at the end of 2022), and our total assets
under management (AUM), from our combined insurance
and group investment portfolios, grew to HK$8,664 million
(from HKS6,786 million at the end of 2022). In 2023, our
investment operations generated a return of 15.4%, or
HK$1,138 million.

DSI operated a multi-channel distribution strategy to serve
the insurance needs of customer segments by offering
a wide spectrum of commercial and personal insurance
products through cultivating new business opportunities
and deepening relationships with affinity partners, local
and international brokers and agents. DSI also invested in
digitalisation to enhance the customer journey by launching
an e-claim form to allow customers to submit electronic
fillable claims online 24/7, and enhanced its online
platforms to provide more products offering, direct support
for customers and business partners performing 24/7 online
transactions. As a result, DSI achieved the best ever gross
premium written in 2023.

DSI had a strong solvency position, maintained an A.M. Best
Financial Strength Rating of “A-” (Excellent) and a Long-
Term Issuer Credit Rating of “A-” were reaffirmed in 2023,
with a stable rating outlook, which represented the strength
of DSI balance sheet as “very strong” and has appropriate

risk management framework to support its risk portfolio.
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In 2023, our general insurance and pension fund operations
in Macau showed signs of improvement as the local
economy started to recover after border restrictions were
lifted post-COVID. Premium turnover saw a year-on-year
increment.

Through proactive cooperation with international brokers,
MIC was able to secure a higher volume of business from
major casino projects and operations, and also benefited
from new productions related to concerts and exhibitions. As
a key focus area in our medium term strategy, MIC actively
engaged in GBA-related initiatives, which contributed
premium growth and strong profitability for the Motor line.
At the same time, MIC was able to keep claims under control
through disciplined underwriting and proactive claims
management, maintaining a healthy combined ratio.

MIC continued with digital transformation initiatives in
line with our medium term strategy. Business-to-Business
platform enhancements for life agents and end-to-end sales
process integration for Motor dealers have strengthened
MIC’s distribution ties with key producer groups. Through
the sales of personal products and servicing of Medical
claims online as well as automated capturing of Motor
coinsurance transactions, MIC was able to redeploy resources
more productively, reducing operational costs for the 3rd
consecutive year.

With MIC’s strong solvency ratio, its “A-” (Excellent) Financial
Strength Rating and Long-Term Issuer Credit Rating of “A-”
were reaffirmed by A.M. Best during the year.

MPFM’s pension management business remained stable,
notwithstanding subdued new business as post-COVID
recovery was still to be felt in the wider economy. Net profit
grew 80.6% year-on-year driven by higher interest income
and a 9.6% growth in Pension Assets Under Management.
MPFM will continue its digitalisation initiatives, enhancing
its online functionalities and internal infrastructure with an
aim to achieve higher cost efficiency and better customer

experience.

RISK MANAGEMENT

Risk limits or tolerances are set for the major risks inherent in
the Group’s operations, including both quantifiable risks such
as credit risk, market risk, liquidity risk and interest rate risk,
as well as less-quantifiable risks, which include operational
risk and reputation risk. These limits and tolerances are
monitored regularly by management and reported to the
Board level Risk Management and Compliance Committee to
achieve proper risk governance and oversight.

Global markets and economies continued to face strong
headwinds in 2023. The magnitude of economic recovery
was below expectations as dollar interest rates continued
to rise. Meanwhile, geopolitical risks heightened with the
war between Russia and Ukraine prolonged and escalation
in the Israel-Palestine conflict. Trade conflicts between US
and China continued to intensify. These factors have led to
reduced economic activities, including international trade.
Domestically, the credit quality of the Mainland property
developer segment continued to deteriorate with more
companies reported to have difficulties in meeting their
debt servicing obligations, putting more pressure to the
local banking environment. To manage the risk exposures,
particularly those in the credit and market risk areas, the
Group conducted various reviews and took necessary
actions to manage the potential financial impact on the
Group arising from such risks. Cautious credit management
and investment management were adopted throughout the
year, in response to the challenging market and weak credit
demand.
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Since the implementation of the accounting standard
HKFRS 9 starting 1 January 2018, the Group has implemented
a set of Expected Credit Loss (“ECL”) models and other tools
to assess the amount of the impairment provisions required
for the credit portfolios, taking into account macroeconomic
factors, risk characteristics of portfolios, as well as forward-
looking elements during the ECL calculation process.
Regular reviews were conducted to assess the possible
developments in the macroeconomic environment, with
updated situations of borrowers that have experienced
deterioration in credit performance or may expect weaker
credit quality. This ensured that major issues which could
affect credit losses in the future are properly and fairly
evaluated, with appropriate regard to the forward-looking
assessment and reasonable provisions for ECL being
maintained.

The Group continued to strengthen its internal controls
with the established dedicated control officer function in
the major divisions. These dedicated control officers work
closely with the control functions of the Group, to ensure
that adequate and effective internal controls are in place
for daily operations of respective divisions to comply
with internal control requirements of the Group as well as

regulatory guidance. End-to-end process reviews had been
conducted to identify areas for control enhancements,
and work on areas for further improvements. During the
year, the Group also established a fraud risk management
framework with a dedicated fraud risk management team
to help improve fraud awareness, detection and prevention
amidst the rapidly changing market environment and more
diverse business channels.

Moreover, the Group, based on the framework developed
in prior years, continued to develop its climate risk
management capabilities by supporting green and
sustainable banking initiatives. During 2023, the Group
participated in the Cross-Agency Steering Group Climate and
Environmental Risk Questionnaire for Non-listed companies
and invited a selected group of SME customers to respond to
the questionnaire with the aim to enhance their awareness
and understanding of potential impacts driven by climate
changes. On the other hand, the Group also enhanced
the granularity of its data as well as the assessment
methodologies with the plan to conduct another round of
climate risk stress testing in 2024. The result will help to
evaluate potential impacts arising from climate change, and
to plan for further actions in the coming years.

CAPITAL AND LIQUIDITY
Banking Group 2023 2022
Capital base of banking subsidiaries (HK$ Million)
At 31 December
- Common Equity Tier 1 28,726 26,268
-Tierl 29,893 27,436
- Tier2 7,725 5,791
Total capital base after deductions 37,618 33,227
Capital adequacy ratio*
- Common Equity Tier 1 16.2% 15.2%
- Tierl 16.9% 15.9%
- Total 21.2% 19.3%
Liquidity maintenance ratio (average for the year) 64.0% 50.4%

The capital adequacy ratio as at 31 December 2023 and 31 December 2022 represents the consolidated position of DSB (covering BCM and

DSB China) computed on Basel Ill basis with reference to the Banking (Capital) Rules. This consolidated capital adequacy ratio takes into

account market risk and operational risk.

The liquidity maintenance ratio is calculated as the simple average of each calendar month’s average consolidated liquidity maintenance

ratio of DSB (covering BCM and DSB China) for the 12 months of the financial year, computed in accordance with the Banking (Liquidity)

Rules.

Dah Sing Financial Holdings Limited Annual Report 2023

43



44

FEFRRTEBNBE —FHEFREIERTELEE -

Rtz neEEEaaEsERRSEE MEBINEES
REKRES) RERBITERIFT T URFEEERFR
BERRBETARNAERS  RITEEREENERRE
BN MR EE K o

HAERBEARRBESHRRNEAEHAER R REE
MPIEHFEET  EERENERHIEER InEEE
EENEREERERESTRIAEEELAABEDRNR
MOVEMEM BN R FeERIRE (BIEETAFHER) U
KRAEFEELR -

ANER

20234 » AEBBENNEBEL R EER) o HMAP
2023FTARENEZREUBE) > USRI AR SUERE 1A
T BEE THEAN U ERFRRTER BTN EREE
(BIEEABRERZE) @ BIIAEENEER - 3—FHm >
AEEF2023F 10 FETAIXERE > HEZNHEETH
FIXE o TAARIF ARG D HEES S ASSENNEE o &
EECDEES\EHEIRHZER ) LREETARET
ER BRI ERAEEN SUCEEER) ©

RITERIERARAT 2023FF4R

BRRE TAFANANRRAEMIER - KRAEENY
B UL ER  HERER  SERTHESH A8
BREHEBNSBAIIN » FEEH20236511 A MBN 5
P RS BEARESEESHTENER  IRE
3 o

FSEERAREGURELBIG2HERNREEREZ Y
— o BERF > AEEEHT SEEEN TIERHRARE
2 FrAZSEREER2023FE NS - —F—EHNMEE
BUEBBREE) BN EEEEEETRE BT
BARETE2023E R EFHR o

BE2023FRITEAS BRI R LEHR2REN > AEE
IRABERIFE2022FEMENET AH » WHR T —ZHFR
BIIEME 0 U IREUKPES R ST LAV IRI TR & 1F
& ° H2023F 7T BB D HSBRMER - B TRAXA
20225 B EE TR EEE T E o

BFEHEMANEREBIFIEERIN2023FIRE - HERESR
RET TIFRE I —8IA ©



The Group’s banking business continued to maintain

healthy capital adequacy ratios over the year.

Our Banking Group continued to maintain throughout the
year a high liquidity maintenance ratio, backed by a strong
pool of liquid assets including high quality liquid assets (such
as Hong Kong Exchange Fund bills and notes), cash and
placements with banks, and other diversified marketable

securities held for investment and liquidity purposes.

Stress testing on our capital and liquidity positions is
a regular and ongoing exercise conducted by our risk
management function, with the results reviewed by
Management on a periodic basis. Regular update and
high-level reporting on our capital and liquidity positions,
including the results of stress testing, are submitted to the
Board-level Risk Management and Compliance Committee
and highlighted to the Board.

HUMAN RESOURCES

In 2023, the Group’s commitment to promote its “Culture
& Values” continued. Once again, we launched the second
“Culture Week” in July 2023, with a virtual “Dah Sing
Cultureland” set as the theme. Staff were encouraged to
embrace the Group’s values through exploring 7 uniquely
designed adventures in the Dah Sing Cultureland, both
physically and virtually. On the other hand, the Group
continued its effort to promote a “speak-up” culture by
conducting a group-wide culture survey in October 2023.
Encouraging improvement has been observed on the
overall positive perception score. “Dah Sing Star Awards”
were rolled out for the eighth consecutive year to continue
recognising staff who consistently live our “Culture & Values”
in their daily work.

To prepare our staff for future prospects and opportunities,
in addition to the existing learning series on leadership
capabilities development, digitalisation, environmental,
social and governance, green and sustainable finance, GBA
and cross-border businesses, a new “Dialogue with Leaders”
series, which featured sharing from senior leaders of the
Group on their leadership experience, insight and advice,
was kick-started in November 2023.

The Group considers employee wellness as one of the most
vital elements in building an engaged workforce. Various
flexible work arrangements and leave options have been
introduced throughout the past few years, and all these
measures have been formalised in 2023. The annual event
“Wellness Week” was launched again with different activities
promoting staff wellbeing. Staff medical coverage has also
been enhanced in 2023.

Despite the intense talent war in the banking industry
in 2023, especially for revenue generating positions, the
Group was able to maintain a similar headcount level
as that of 2022 and secure a team of financial planning
managers to support our newly established bancassurance
partnership with Sun Life to kick-start the distribution of
various insurance products in July 2023. Staff turnover also
improved significantly when compared with 2022.

More detailed information on our human resources

development is included under the section “Workplace” in

the 2023 Environmental, Social and Governance Report.
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CORPORATE GOVERNANCE PRINCIPLES AND
PRACTICES

The Board of Directors (the “Board”) and the Management of
Dah Sing Financial Holdings Limited (“Company” or “Group”)
are committed to maintaining a high standard of corporate
governance practices within the Group and devote
considerable effort to identify and formalize best practices.
We believe that sound and effective corporate governance
practices are essential for delivering sustainable value,
enhancing a culture of business integrity and maintaining
investors’ confidence. Good corporate governance promotes
and safeguards the interests of shareholders and other
stakeholders, thereby enhancing the credibility and reputation
of the Group.

Throughout the year ended 31 December 2023, the Company
has applied the principles and complied with all code
provisions as set out in the Corporate Governance Code (“CG
Code”) under Part 2 of Appendix C1 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”) with the exception of code
provision F.2.2 as explained in the following relevant section.
This Corporate Governance Report has been prepared in
accordance with the requirements set out in Appendix C1 of
the Listing Rules, and explains how the Company applies the
principles of the CG Code.

CORPORATE CULTURE

The Group promotes its corporate culture in alignment
with its core values and vision, which enables the Group to
deliver its long-term strategies and create sustainable value
for its shareholders and other stakeholders. The Group is
committed to ensuring that its businesses are conducted
lawfully, ethically and responsibly, and in accordance with
high standards of business ethics and corporate governance.

The Directors take the lead in promoting the desired
corporate culture and ensuring that it is reflected consistently
in the policies and operating practices of the Group. Corporate
culture and expected behaviors are clearly communicated to
employees of the Group through orientation and training and
they are also freely accessible on the intranet of the Group.

More information about the Group’s Vision, Mission, Culture
and Values is available on the website of Dah Sing Bank
(About Group Profile section).

CORPORATE GOVERNANCE REPORT

GOVERNANCE FRAMEWORK

The Company has established a Board Governance Policy
and Procedures (“BGPP”) which covers corporate governance
structure and practices and is subject to review on an annual
basis to ensure its effectiveness.

BOARD OF DIRECTORS
The Board

The Board is responsible for the leadership and control of
the Company so as to promote its success and continued
growth. The Board plays a leading role in setting the
corporate values, culture and standards for the Group, and
promotes a sound corporate culture which reinforces the
values of acting lawfully, ethically and responsibly. The
Board is also responsible for ensuring that the Company
has sound systems of risk management, internal control
and regulatory compliance. The Directors, collectively and
individually, have a duty to act in good faith, and to take
decisions objectively in the interests of the Group. The Board
sets the business objectives for the Company, and monitors
the execution of those objectives by the Management of the
Company.

The Board has delegated the day-to-day responsibility of
running the Group to the Management, and has delegated
responsibility for certain matters to a number of committees,
which are described more fully in the following sections.
As defined in the Board’s terms of reference, there are a
number of matters which require the deliberation of the full
Board, and may not be delegated to the committees of the
Board or the Management. These reserved matters include:

- setting and overseeing the objectives and strategies of
the Group

- approving annual budget and business plan, and
monitoring performance and execution of plan

- establishing and overseeing risk governance

- appointment and oversight of senior management,

and ensuring competent managementis in place
- setting corporate values, culture and standards, and

promoting a sound corporate culture which reinforces
the values of acting lawfully, ethically and responsibly
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ensuring a suitable and transparent corporate structure

ensuring effective audit function and internal control

ensuring an appropriate level of effectiveness in respect
of the structure, operation and risk management

matters involving conflict of interest of substantial
shareholders or any Director

- to review the code of conduct and compliance manual
applicable to employees and directors

- to review the Company’s compliance with the CG Code
and approve disclosure in the Corporate Governance
Report

The following is a summary of the matters relating to the
above corporate governance duties reviewed and discussed
by the Board in 2023:

- material acquisition or disposal of assets (not in the
ordinary business or operation of the Company),
investments and business reorganization

- appointment of Directors and also appointment of
individual Directors as the chairman or members of
Board Committees

- corporate governance functions in respect of the
development and review of policies and practices on

corporate governance

- overseeing management in the design, implementation
and monitoring of the risk management (including
ESG risks) and internal control systems

- evaluating and determining the Company’s ESG-related
strategy and risks, and ensuring that appropriate and
effective ESG risk management and internal control
systems are in place

Corporate Governance Functions

The Board is responsible for performing the corporate
governance duties including:

- to develop and review the Group’s policies and

practices on corporate governance

- to review and monitor the training and continuous
professional development of directors and senior

management

- to review the Group’s policies and practices on

compliance with legal and regulatory requirements

Corporate Governance Report of 2022

Environmental, Social and Governance (“ESG”) Report
of 2022

Management’s confirmation on effectiveness of risk

management and internal control systems of the Group

Change of the composition of the Board/Board
Committees

ESG development and progress made against ESG
strategy

Revised Terms of Reference of the Nomination and
Remuneration Committee

Annual Review of the Board Governance Policy and
Procedures

Annual Review of the Shareholders Communication
Policy

Annual Review of the Board Diversity Policy

Annual Review of the Director Nomination Policy
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Board Composition

As at 31 December 2023, the Board comprised 9 Directors
and 1 Alternate Director, namely Mr. David Shou-Yeh Wong
(Chairman), Mr. Hon-Hing Wong (Derek Wong) (Managing
Director and Chief Executive) and Mr. Gary Pak-Ling Wang
(Deputy Chief Executive) as Executive Directors (“EDs”),
Mr. Junji Mori (Mr. Yuichi Tashita as alternate) as Non-
Executive Director (“NED”), and Mr. Robert Tsai-To Sze,
Mr. Andrew Kwan-Yuen Leung, Mr. Paul Michael Kennedy,
Mr. Paul Franz Winkelmann and Ms. Mariana Suk-Fun Ngan as
Independent Non-Executive Directors (“INEDs”).

Mr. Harold Tsu-Hing Wong has been appointed as an ED of
the Company with effect from 1 January 2024. Mr. Wong
has obtained the legal advice from a firm of solicitors as per
Rule 3.09D of the Listing Rules on 18 December 2023 and has
confirmed that he understood his obligations as a Director
of the Company.

The Board possesses appropriate experience, competencies
and qualities to discharge its responsibilities adequately and
effectively. In addition, the Board collectively has adequate
knowledge and expertise relevant to the business activities
of the Company in order to ensure effective governance and
oversight. Brief biographical particulars of the Directors are
set out in the “Directors’ and Senior Management’s Profile”
of this Annual Report. The Company has maintained on
the respective websites of Dah Sing Bank and Hong Kong
Exchanges and Clearing Limited (“HKEX”) an updated list of
its Directors including their roles and functions and whether
they are INEDs. INEDs are also identified as such in all
corporate communications that disclose the names of the
Company’s Directors.

Chairman and Chief Executive

The Company acknowledges that there are two key aspects
of its management — the management of the Board and
the day-to-day management of its business, and that there
should be a clear division of these responsibilities at the
Board level to ensure a balance of power and authority, so
that no single individual should have unfettered powers of

decision.

The posts of the Chairman and the Chief Executive are held
separately by Mr. David Shou-Yeh Wong and Mr. Hon-Hing
Wong (Derek Wong) respectively. This segregation ensures
a clear distinction between the Chairman’s responsibility to
manage the Board and the Chief Executive’s responsibility
to manage the Company’s business and a balance of power
and authority. The Chairman mainly provides leadership
for the Board to ensure that the Board discharges its
responsibilities effectively, and that all key and appropriate
issues are discussed by the Board in a timely manner. The
Chairman possesses the requisite experience, competencies
and personal qualities to fulfill these responsibilities.
The Chief Executive is responsible for the day-to-day
management of the Company to provide business direction
and operational leadership for the benefit of the Group’s
businesses, enhance shareholder value and ensure sound
internal control.

NEDs (including INEDs)

NEDs, as equal Board members, give the Board and any
committees on which they serve the benefit of their skills,
expertise and varied backgrounds and qualifications through
regular attendance and active participation. They attend
regular and special Board meetings, and are encouraged
to attend the general or extraordinary general meeting of
the shareholders of the Company. The NEDs make valuable
contribution to the development of the Company’s strategy
and policies through independent, constructive and informed
comments and suggestions.

As at 31 December 2023, the Company had 1 NED and
5 INEDs. Each of the INEDs has provided to the Company
confirmation of his/her independence as required under
Rule 3.13 of the Listing Rules. As at 31 December 2023,
the Company has complied with Rule 3.10(1) and (2) and
3.10A with sufficient number of INEDs who possess the
appropriate professional qualifications and experience.

The independence of the INEDs has been assessed in
accordance with the guidelines set out in Rule 3.13 of
the Listing Rules. Following such assessment, the Board
considers all the INEDs to be independent. Further, the
Company has also received from each of the INEDs an
annual confirmation of his/her independence.
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The NEDs 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.

The Company issues appointment letters to each of the
NEDs (including INEDs), setting out the terms and conditions
of their appointment.

Board Independence

The Company recognizes that Board Independence is key
to good corporate governance. As part of the established
governance framework, the BGPP contains effective
mechanisms that reinforce a strong independent Board
and that independent views and input from Directors are
conveyed to the Board. In March 2024, the Board conducted
a review on the BGPP and considered that such mechanisms
were properly implemented and is effective.

To maintain a strong independent element in the Board and
to ensure the independence and objectivity of the Board’s
decision-making, meetings of the Board/Board committees
are held in an inclusive environment where open debates
and constructive challenges are encouraged. Directors/
committees’ members are free to contribute their views
at meetings. Dissenting views of Directors on any matters
discussed at Board/committees’ meetings will be properly

recorded in the minutes.

The Chairman of the Board meets with the INEDs annually,
without the presence of other Directors and other
management staff, to facilitate open and frank discussion.

There is a strong independent element in the Board to
ensure the independence and objectivity of the Board’s
decision-making process as well as the thoroughness and
impartiality of the Board’s oversight of the Management.

Board Process

Board meetings are held at least 4 times each year at
approximately quarterly intervals, and additional board
meetings are held as necessary. Details of Directors’
attendance at the Board meetings and the annual general
meeting in 2023 are set out in the section on Attendance
Records of this Corporate Governance Report.

Notice of at least 14 days is given of regular Board meetings
to give all Directors an opportunity to attend. For all other
Board meetings, reasonable notice is given in advance.
Directors may submit to the Company Secretary, in writing,
and at least 7 days in advance, matters that they would
like to include in the agenda for regular Board meetings.
Minutes of the Board and committees of the Board are kept
by the Company Secretary or the secretary of the relevant
committees, and are open for inspection at any reasonable
time on reasonable notice by any Director.

Directors may, upon reasonable request, seek independent
professional advice in appropriate circumstances, at the
Company’s expense. In circumstances where Directors
believe that independent advice is needed, they should
approach the Company Secretary or the Chief Executive in
the first instance with their request. No such request will
be unreasonably denied, and the Company Secretary or
the Chief Executive will endeavor to identify and engage
an appropriate professional adviser at the expense of the
Company. The Company maintains appropriate insurance
cover in respect of legal action against its Directors.

Appointment and Re-election of Directors

A director appointed to fill a casual vacancy shall be subject
to election by shareholders at the first general meeting
after his/her appointment. All new Directors are subject to
election by shareholders of the Company at the next annual
general meeting after their appointments have become
effective. All other Directors of the Company are subject to
retirement by rotation at least once every three years.

In the recruitment of INEDs, the Company will consider
the selection criteria as set out in the Director Nomination
Policy, which include time commitment, cultural and
educational background, professional experience and
qualification of the candidates.

Delegation by the Board

To ensure the efficient and smooth operation of the
Company, the Board acknowledges the need to delegate
certain power to Board committees and management. The
roles, responsibilities and reporting lines of Management
are set out in the BGPP.

In particular, the Nomination and Remuneration Committee

and the Audit Committee were set up under the authority of
the Board, to assist the Board in carrying out its responsibilities.
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As at 31 December 2023, the composition of the Board, the Nomination and Remuneration Committee and the Audit Committee is

as follows:

EDs
David Shou-Yeh Wong (Chairman)
Hon-Hing Wong (Derek Wong) (Managing Director and Chief Executive)

Gary Pak-Ling Wang (Deputy Chief Executive)

NED

Junji Mori

INEDs

Robert Tsai-To Sze
Andrew Kwan-Yuen Leung
Paul Michael Kennedy
Paul Franz Winkelmann
Mariana Suk-Fun Ngan

Alternate Director

Yuichi Tashita (Alternate to Junji Mori)

A

Nomination and
Remuneration Committee
(majority are INED)

Members:
Robert Tsai-To Sze (Chairman)
Andrew Kwan-Yuen Leung
David Shou-Yeh Wong

A

Audit Committee
(all are INED)

Members:
Robert Tsai-To Sze (Chairman)
Paul Michael Kennedy
Paul Franz Winkelmann
Mariana Suk-Fun Ngan
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BOARD COMMITTEE - NOMINATION AND
REMUNERATION COMMITTEE

The Remuneration Committee was established by the
Company in August 2005 with specific written terms of
reference setting out its roles and responsibilities. The
Committee was reconstituted as the Nomination and
Remuneration Committee (“NRC”) of the Company in August

2006 with a set of updated terms of reference.

Nomination of Directors

The terms of reference of the Board set out the requirement
for a formal, considered and transparent procedure for
the appointment of new directors to the Board. The terms
of reference also explicitly prohibit the delegation of
decisions regarding the appointment of new directors to
sub-committees of the Board or to the management of the
Company, and require that such appointments are made
after deliberation by the full Board.

The NRC performs the following duties:

- To make nomination or review and endorse the
nomination for appointment as directors, and to
review and endorse the nomination for appointment
as senior management

- To review the structure, size, composition and
diversity of the Board and also its committees at
least annually and make recommendations on any

proposed changes to the Board

- To regularly review the efficiency and effectiveness of
the functioning of the Board and also its committees,
particularly in respect of the composition of Board

and committee members

- To review if the individuals nominated as Directors are
suitably qualified

- To assess the independence of INEDs

- To review the Director Nomination Policy

- To review the Board Diversity Policy, the related
measurable objectives and the progress on achieving

these objectives

- To advise and assist the Board in discharging its
culture reform and related responsibilities

Director Nomination Policy

The Director Nomination Policy was adopted by the Board
in May 2019 which is subject to regular review to ensure its
effectiveness. The Director Nomination Policy describes the
process for identifying and evaluating potential candidates
for appointment to the Company’s Board of Directors.

In assessing the suitability of the candidates for nomination
as Director, the NRC shall consider the candidates on
the basis of the selection criteria set out in the Director
Nomination Policy which includes his/her reputation for
integrity, accomplishment and experience in the financial
services industry or other industries, commitment in respect
of available time and relevant interest, diversity perspectives
including but not limited to gender, age, ethnicity, cultural
and educational background, professional experience,
skills, knowledge, independence and length of service, and
independence criteria as set out in Rule 3.13 of the Listing
Rules in respect of proposed appointment of INED.

For appointment or election of a new Director, the NRC
shall take the lead in identifying candidates suitably
qualified to become a Director. The NRC may solicit
ideas for identification of candidates from a number of
sources including present members of the Board, senior
management and individuals personally known to the
members of the Board. The NRC and senior management
will also consider information and comment on individual
candidates coming from other sources, including but not
limited to well regarded senior business executives or
professionals, professional firms, and business associates.
Any shareholder of the Company may nominate a person
other than a retiring director for election as a director of the
Company at a general meeting by lodging a written notice
with the Company. The nomination procedures and process
are set out in the Procedure for Nomination of Directors by
Shareholders which is available on the website of Dah Sing
Bank.

The NRC shall consider candidates recommended as
nominees for directors submitted to the NRC by any
directors, senior management or shareholders of the
Company, provided that in the case of shareholder
recommendations, such nomination shall comply with the
notice requirements set forth in the Company’s Articles of

Association.
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The NRC shall endeavor to consider and select individuals
who possess the qualifications, qualities and skills to
effectively make contribution to the Board. In conducting
the assessment, the NRC shall take into account the
selection criteria set out in the Director Nomination Policy as
well as the prevailing structure, size and composition of the
Board to maintain a balance of perspectives, qualifications,
qualities and skills amongst members of the Board. The
NRC shall then make recommendations or endorsement
to the Board on the appointment of the candidates for
directorship.

For retiring directors who are eligible for re-election at
general meetings, the NRC shall determine if the incumbent
directors consenting to re-nomination continue to be

qualified and proposes the retiring directors for re-election.

The NRC shall include in its recommendation to the Board
for consideration the justifications for re-appointing an INED
who has served more than nine years. The recommendation
for re-appointment should state why the NRC believes that
the director is still independent and should be re-elected,
including the factors considered, the process and the
discussion of the NRC in arriving at such determination.

Remuneration of Directors

The NRC has the following roles and responsibilities:

- To assist the Board in discharging its responsibility
for the design and operation of the Company’s

remuneration system

- To review and make recommendation to the Board
in respect of the Company’s remuneration policy and

practices

- To ensure that regular review of the Company’s

remuneration system and its operation is conducted

- To review and endorse matters relating to share

schemes

- To determine the specific remuneration packages of

directors and senior management

The Group’s Remuneration Policy

The Group’s policy on remuneration is to maintain fair
and competitive packages for its employees, which are
commensurate with market terms, and are based on
business needs, expertise and quality of the individuals, and
with proper reference to industry practice and regulatory
guidelines.

For determining the level of fees paid to members of the
Board of Directors, market rates and factors such as each
director’s workload and required commitment will be taken
into account. The following factors are considered when
determining the remuneration packages of EDs:

Business needs and performance

- The economy and business conditions in general

- Each individual’s contributions to the Group

- Risk related performance

- Involvement in ESG and climate-related risk
management

- Reference to market pay level commensurate with the
individual’s responsibility

- Consideration of regulatory guidelines

Retention considerations and each individual’s potential

During the process of consideration, no individual director
will be involved in decisions relating to his/her own
remuneration.

The NRC is chaired by an INED and the majority of the
members are INEDs. The terms of reference for the NRC are
available on the websites of Dah Sing Bank and HKEX.

The NRC held 3 meetings in 2023. The attendance record of

the NRC members at NRC meetings held in 2023 is set out in
the section on Attendance Records of this CG Report.
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The following is a summary of the work of the NRC during
2023:

- Determining and approving the remuneration levels
for EDs and senior management

- Reviewing and endorsing the nomination of director
to the Board/members to the Board Committees

- Reviewing and endorsing the new/amended Share
Schemes and the adoption of the Schemes

- Reviewing and approving the disclosure of the Share
Award Scheme of the Company

- Reviewing and approving the share award granted/
vested to selected senior executives under the Share
Award Scheme of the Company

- Reviewing and endorsing the re-election of directors

- Reviewing and endorsing the adjustment of fees
payable to the INEDs and NED

- Reviewing and endorsing the Group’s remuneration
policy and related systems and practices

- Reviewing the disclosure on the Company’s
remuneration systems and practices

- Reviewing the Board governance of the Company and
Dah Sing Bank

- Reviewing the 2022 Board evaluation of Dah Sing Bank

- Reviewing and endorsing the succession plan for the
Chief Executive and Division Head positions of Dah
Sing Bank

- Reviewing and endorsing the Board Diversity Policy

- Reviewing and endorsing the Director Nomination
Policy

- Reviewing the culture enhancement initiatives pursued
by the Group

- Reviewing and endorsing the changes to the Terms of
Reference of the NRC

- Reviewing and approving the revised Code of Conduct
for Staff

BOARD COMMITTEE - AUDIT COMMITTEE

The Audit Committee (“AC”), established by the Board of
the Company, is responsible for ensuring the objectivity
and credibility of financial reporting, reviewing the
internal control system and compliance with regulatory
requirements, and approving audit plans and reviewing
findings and reports of the internal and external auditors,
and that in presenting results to the shareholders, the
Directors have exercised the care, diligence and skills
prescribed by laws, and that appropriate accounting and
financial reporting standards are followed.

The AC has the following roles and responsibilities:

The AC makes recommendations to the Board regarding the
appointment of the head of internal audit and reviews the
effectiveness of the internal audit function.

The AC makes recommendation to the Board on the
selection, oversight and remuneration of external auditors.
The AC reviews and monitors the external auditors’
independence and objectivity and the effectiveness of the
audit process in accordance with applicable standards.

The AC reviews and monitors the integrity of the Company’s
annual and interim financial statements, including
significant financial reporting judgements used in producing
the financial statements.

The AC reviews the Company’s internal controls and reports
its major findings and comments to the Board. Descriptions
of the Company’s internal control system are set out below.
Information relating to the Group’s risk management
including appropriate financial quantification is set out in
the Financial Risk Management sections as notes to the
annual financial statements.

The terms of reference for the AC are available on the
websites of Dah Sing Bank and the HKEX.
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All members of the AC are INEDs with extensive experience
in banking, finance and business management. Mr. Robert
Tsai-To Sze is a qualified accountant and was a partner of
a predecessor firm of PricewaterhouseCoopers (“PwC”) up
to June 1996. Mr. Winkelmann was a former partner of PwC
up to June 2014 and assumed the role as a senior advisor of
PwC from July 2014 to December 2015. Save for the above,
none of the other committee members are employed by
or otherwise affiliated with the former or existing external
auditors of the Company.

The AC members meet at least 4 times a year with the
Company’s senior management, the head of internal audit
and the external auditors. In 2023, a total of 4 meetings were
convened. The attendance record of AC members at the AC
meetings held in 2023 is set out in the section on Attendance
Records of this Corporate Governance Report.

To enable Directors to be informed of the discussions and
decisions of the AC, members of the AC who also attend
meetings of the Board will advise on matters of significance
relating to the financial statements and the internal control
system of the Group discussed in the AC.

The following is a summary of the work of the AC during
2023 in discharging its responsibilities:

- Review, and providing advice and recommendations
to the Board for the approval, of the 2022 results
announcements and audited financial statements of
the Group, and the 2023 interim results and interim
report

- Review of external auditors’ findings and comments,
and management’s reports on major accounting and
financial disclosure matters in respect of 2022 audit
and financial statements

- Review of the Corporate Governance Report of 2022
forinclusion in the Company’s 2022 annual report

- Approval of the reports to the Board providing a
summary of the issues, focuses and discussion
reviewed and dealt with by the AC in the second half
of 2022 and the first half of 2023

- Review of connected party transactions and disclosure

- Review and approval of the appointment and
remuneration of external auditors

- Review and approval of the external auditors’ audit

plan
- Review and approval of internal audit plan

- Review of the internal audit’s work, findings and

recommendations

- Review of updates from the Compliance Division
of the Group on the Hong Kong Monetary Authority
(“HKMA”) examinations and regulatory concerns,
management’s actions in implementing the HKMA’s

recommendations

- Review of the highlights of major new accounting
and financial reporting standards and guidance
issued by the Hong Kong Institute of Certified Public
Accountants, and impact to the Group on their
adoption

ACCOUNTABILITY AND AUDIT
Financial Reporting

It is the responsibility of the Board to present a balanced,
clear and comprehensible assessment of the Company’s

performance, position and prospects.

Management is responsible for providing sufficient
explanation and information to the Board to enable the
Board to make an informed assessment of the financial and
other information put before the Board for approval.

The Directors acknowledge their responsibility for preparing
the financial statements of the Group. As at 31 December
2023, the Directors are not aware of any material uncertainties
relating to events or conditions which may cast significant
doubt upon the Group’s ability to continue as a going concern.
The Directors have prepared the financial statements of the
Group on a going-concern basis. The responsibility of the
Group’s external auditor on the financial statements is set out
in the Independent Auditor’s Report attached to the Group’s

financial statements.

The Board is also responsible for providing a balanced,
clear and understandable assessment in annual and interim
reports, other price-sensitive announcements and other
financial disclosures required under the Listing Rules, as
well as to information required to be disclosed pursuant to
statutory or regulatory requirements.
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Internal Controls

The Board has delegated to management the responsibility
to develop and maintain a sound internal control system.
The internal control system, operating through a framework
of management and operational controls, and risk
management systems, is intended to allow the Board to
monitor the Group’s business performance and financial
positions, to control and adjust risk exposures, to adopt
sound business practices, to obtain reasonable assurance
on controls against fraud and errors, to ensure compliance
with applicable laws and regulations, and to exercise
oversight on and provide guidance to management in
achieving the Company’s objectives. However, it should be
recognized that the Group’s internal control procedures can
only provide reasonable, not absolute, assurance against
material errors, losses or fraud.

The key procedures that the Group has established to
maintain an effective internal control system are as follows:

- A clear management organizational structure is set
up with well-defined lines of authority, accountability
and responsibilities.

- Specialized committees are formed to oversee and
control significant risk factors, such as credit risk,
liquidity and interest rate risks, operational risk and
compliance risk.

- Regular reporting of the performance of the Company’s
businesses to senior management and management
committees. Actual performance results against
budgets are closely monitored. The Board reviews
the Group’s business and financial performance on a
quarterly basis.

- Written policies and procedures are established to
facilitate proper assessment of customers, services
to customers, segregation of duties, accuracy and
completeness of transaction processing, safeguarding
of assets, credit control and risk monitoring, control
of business exposures, compliance control and
monitoring (including anti-money laundering (“AML”)),
staff training, IT development, IT governance and
information security, business continuity planning,
financial control (including accounting, regulatory
reporting, financial reporting to comply with regulatory
and financial reporting standards, management
accounting and budget control, reconciliation of
accounts), and system of management oversight
including the operations of various functional
committees.

The independent internal audit function monitors
compliance with management policies and procedures,
as well as regulatory requirements. It conducts a
wide variety of internal control reviews and audit
activities such as compliance audits and operations
and systems reviews to ensure the integrity, efficiency
and effectiveness of the systems of control. The Head
of Internal Audit reports functionally to the Audit
Committee and administratively to the Chief Executive,
with direct access to the Executive Committee.

The independent group risk function monitors
and reports the Group’s risk positions and analysis
to senior management, Risk Management and
Compliance Committee and the Board, and operates
to sustain a sound asset quality and risk control in
the portfolio of the Group’s businesses with due
consideration of a proper risk and return balance.

The Group continues its ongoing upgrade of risk
management framework and capabilities to strengthen
its risk control and effectiveness, which are key to the
maintenance of sound internal control process of the
Group.

The Group Compliance Committee at the management
level serves to uphold a high level of awareness
and accountability of compliance requirements.
It is responsible for overseeing and guiding the
development, maintenance and enhancement of
compliance system, policies and practices to ensure
compliance with all statutory requirements and
regulatory guidelines. The Group Compliance Division
performs an independent on-going monitoring and
advisory role on the Group’s compliance with relevant
rules and regulations, while the AML and Financial
Crime Risk Department manages and oversees AML
and financial crime risk of the Group.

A Guideline on Group Functional Reporting is in place
to promote collaboration between Group functions
and subsidiaries, align Group’s policies, practices
and standards, and allow Group functional heads to
exercise proper control, supervision and monitoring of
subsidiaries’ operations.
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Assessment of Internal Control System

In assessing the effectiveness of the internal control system,
the Board has considered reviews performed by the AC and
Management, and the findings of both internal and external
auditors.

Under the direction of the AC, the Group’s Internal Audit
conducted an assessment covering all material controls,
including financial, operational and compliance controls and
risk management practices. The 2023 reviews included an
annual assessment of internal control system with reference
to the comments made by both internal and external
auditors, policies and procedures of the Group, regulatory
guidelines and the CG Code regarding internal controls. The
Group is committed to continuously enhancing its internal
control system and processes.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility to evaluate and
determine the nature and extent of the risks it is willing
to take in achieving the Group’s strategic objectives,
and ensuring that the Group establishes and maintains
appropriate and effective risk management and internal
control systems. Such risks include, amongst others,
material risk relating to ESG. The Board is also responsible
for overseeing Management in the design, implementation
and monitoring of the risk management and internal control
systems. Management has to provide a confirmation to the
Board on the effectiveness of these systems.

The Group’s risk management and internal control systems
are designed to manage rather than eliminate the risk of
failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material
misstatement or loss. Such systems comprise a well-
established organisational structure and comprehensive
policies and standards. Areas of responsibilities for each
business and functional unit are clearly defined to ensure
effective checks and balances.

Procedures have been designed for safeguarding assets
against unauthorised use or disposition; for maintaining
proper accounting records; and for ensuring the reliability
of financial information used within the business or for
publication. The procedures provide reasonable but not
absolute assurance against material errors, losses or fraud.
Procedures have also been designed to ensure compliance
with applicable laws, rules and regulations.

Systems and procedures are in place in the Group to identify,
control and report on the major types of risks the Group
encounters. Business and functional units are responsible
for the assessment of individual types of risk arising under
their areas of responsibilities, the management of the risks
in accordance with risk management procedures and the
reporting on risk management. The Group maintains an
effective risk management framework through the setting
up of specialised management committees for the oversight
and monitoring of major risk areas and the establishment of
risk management departments for relevant functions of the
Group.

Risk management reports are submitted to the relevant
committees and ultimately to the Board or its delegated
Board committee for oversight and monitoring of various
types of risk associated with the Group’s businesses
and operations. The Group’s risk management policies
and major control limits are approved by the Board
or its delegated Board committee. Operating and risk
performance are monitored and reviewed against relevant
risk limits regularly according to established policies and
procedures.

Annual Assessment

The Group has implemented a robust risk management
and internal control framework with ongoing monitoring
and regular reporting of risk profiles, risk positions and
internal control issues to the Management and to the Board.
Based on the ongoing reviews and regular assessments,
the Management including the heads of business units,
financial control, risk management, compliance units and
operations management, and the senior management of the
key subsidiaries of the Group have evaluated the existing
status of the risk management and internal control system
and confirmed that they remain effective with reference
to the requirements of the CG Code of the Listing Rules.
These statements of Management have been reviewed and
endorsed by Internal Audit function, and reviewed and
confirmed by senior management of the Group.

The results of the 2023 review, which have been reported
to the AC and the Board, concluded that the Group’s risk
management and internal control systems were effective
and adequate.
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INTERNAL AUDIT

The Group has established an Internal Audit function. The
primary role of the Internal Audit function is to help the
Board and Management to protect the assets, reputation
and sustainability of the Group. The Internal Audit function
provides independent and objective assurance as to
whether the design and operational effectiveness of the
Group’s framework of risk management, control and
governance processes, as designed and represented by the
Management, is adequate.

Results of audit work together with an assessment of
the overall risk management and control framework are
reported to the AC or the Board as appropriate and at
least annually. The Internal Audit function also reviews the
Management’s action plans in response to audit findings
and verifies the adequacy and effectiveness of the controls
before formally closing audit issues.

EXTERNAL AUDITORS’ INDEPENDENCE AND
REMUNERATION

The Company has reviewed and is satisfied with the
independence of the Company’s external auditors, PwC, for
performing the audit of the Group’s financial statements.

The Company will use the non-audit services of PwC only
when the Company can benefit in a cost-effective manner
and the independence and objectivity of PwC as the
Company’s external auditors can be maintained. Otherwise,
professional services from other firms are used.

In addition to audit related services, PwC, based on
agreed-upon procedures, provided the Group non-audit
services during 2023 including review of tax returns and
computation, tax advisory services, review of the Group’s
interim financial disclosure, and review of the update
on the offering circular of Dah Sing Bank’s US$2 Billion
Euro Medium Term Note Programme, and independent
assessments of certain operational processes, risk
management and internal control of the Group.

The remuneration paid/payable to PwC in respect of audit services and non-audit services for the year ended 31 December 2023 is

set out as follows:

Fee paid/payable

Services rendered for the Company (HK$’000)

Audit services 17,984

Non-audit services:

. Review of the updated Euro Medium Term Note Programme (the “Programme”) and 1,288
professional work on new subordinated note issue of Dah Sing Bank under the Programme

. Compliance reviews and independent assessments on operational risk management, 7,314
technology risk management, new IT system projects etc.

. Tax compliance review on taxation computation and advisory service on compliance 3,122
with new tax regulations relevant to the Group

. Others 875

Total 30,583
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GOVERNANCE POLICIES

The Group places utmost importance on the ethical,
personal and professional standards of Directors and
employees of the Group. All employees are required to
adhere to various Group policies that reflect the core values
and corporate culture of the Group.

Code of Conduct

The Group has adopted a set of Code of Conduct for Staff
which sets out at its outset the culture and values that are
to be upheld at work. The Code of Conduct for Staff also lays
down the guidelines on ethical values and business conduct
that staff shall follow, which include anti-corruption policies
and measures to curb corruption such as extortion and
bribery. These are intended to help to ensure and sustain
legal and regulatory compliance and an effective control

environment.

Whistle-Blowing Policy

In maintaining and supporting the Group’s corporate values
and ethical standards, the Group has in place a Whistle-
Blowing Policy, which sets out procedures for its staff to
communicate and report, in confidence, material and bona
fide concerns or any violations. These communications can
be elevated to the Group AC and/or the Board (via the Group
AC).

Policy of Handling of Confidential and Price-
sensitive Inside Information

A Guideline on the Control and Disclosure of Inside
Information is in place, which sets out the guiding
principles, procedures and internal controls for the handling
of confidential inside information, and dissemination of
inside information in a timely manner so as to allow all
stakeholders to be aware of the latest positions or price
sensitive information of the Group and its subsidiaries.

In addition, the Group has implemented the Policy on
Handling of Unpublished Price-sensitive Inside Information.
The policy adopts additional precautions which should be
taken by employees who are in possession of unpublished
and price-sensitive information or confidential information,
including identification of project by code name and
dissemination of information for stated purpose and on a
need-to-know basis only.

DIVERSITY
Board Diversity
Board Diversity Policy

The Board Diversity Policy was adopted by the Board in
December 2013 which is subject to annual review to ensure
its effectiveness. The Board Diversity Policy aims to set out
the approach to achieve diversity on the Company’s Board
in order to enhance the quality of its performance which
in turn should benefit the Company and its business as a
whole.

The Company recognizes and embraces the benefits of
having a diverse Board in supporting the attainment
of its sustainable development. Board diversity has
been considered from a number of aspects. Selection of
candidates will be based on a range of diversity perspectives,
including but not limited to gender, age, ethnicity, cultural
and educational background, professional experience, skills,
knowledge, independence and length of service. All Board
appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due
regard for the factors on personal attributes outlined above,
expectation on contribution to the Board, and the benefits
of diversity of the Board.

The Board currently has one female Board member. The
Board targets to maintain at least the current level of female
representation and will consider opportunities to increase
the number of female members over time with the assistance
of the NRC in selecting and making recommendations on
suitable candidates for Board appointments, subject to the
availability of suitable candidates. The Board will endeavour
to achieve the appropriate gender diversity with reference to
local regulatory requirements/recommended best practices.
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Our Board Composition and Diversity:
Key Highlight: INED representation of 50%

Gender

INED Ratio ED (3)

Ethnicity Chinese (6)

Age Group 41-60 (2)

Board Tenure

(Years) Below 3 (3)

Other listed
company
directorship
(no. of co.)

0 co. (5)

The Board, through the NRC, has reviewed the structure,
size, composition and diversity of the Board and the Board
Diversity Policy to ensure the composition of the Board
complies with the CG Code with an appropriate mix of skills,
experience and diversity that are relevant to the Company’s
strategy, governance and business and contributes to the
Board’s effectiveness and efficiency. The implementation of

Board Diversity Policy was considered effective.

Male (9)

Female (1)

Non-Chinese (4)

Workforce Diversity

The Group is committed to creating an inclusive
environment for all employees. We have established
policies in our Code of Conduct for Staff and Policy on Equal
Opportunities on Employment in strict compliance with
applicable laws and regulations that unequivocally prohibit
any form of discrimination, harassment, victimisation, or
vilification based on gender, pregnancy, breastfeeding,
marital status, disability, family status, or race. We ensure
decisions made with respect to recruitment, promotion and
any development opportunities are based on individual’s
qualifications and merits. We monitor our workforce
diversity on an on-going basis to maintain a balance mix.
To maintain diversity in our workplace, we have ongoing
monitoring on our diversity mix. For 2023, we have set a
target of 45%-55% for gender ratio in the workforce and
plan to maintain this target ratio. As at the end of 2023, we
achieved gender balance among our full-time employees
across the Group, with 54% women and 46% men.
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INDUCTION AND TRAINING FOR DIRECTORS

A newly appointed Director is provided with a Director’s
induction handbook and materials relevant to the Company
and briefed by the Management to ensure that the Director
has a proper understanding of the operations and business
of the Group and that he or she is aware of his or her
responsibilities under the relevant laws and regulations.
The Company also organized continuous professional
development and training to its Directors to ensure that they
are fully aware of their responsibilities under the applicable
laws and regulations.

Directors participated in continuous professional
development to develop and refresh their knowledge
and skills. During the year, the Company has organized
board briefings for Directors. All Directors provided to the
Company Secretary a record of the training they received in
2023.

The Directors received trainings on the following areas during the year:

Training Areas

Regulatory/ Group’s Macroeconomics/
Corporate Business and Business/

Directors Governance Management Financial
INEDs
Robert Tsai-To Sze 4 4 4
Andrew Kwan-Yuen Leung 4 4 v
Paul Michael Kennedy 4 4 v
Paul Franz Winkelmann 4 4 v
Mariana Suk-Fun Ngan 4 4 v
NED
Junji Mori 4 4 4
EDs
David Shou-Yeh Wong v v -
Hon-Hing Wong (Derek Wong) v v v
Gary Pak-Ling Wang 4 4 4
Alternate Director
Yuichi Tashita (Alternate to Junji Mori) v v v

CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND EMPLOYEES

The Company has adopted its own code 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 C3 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 during the year ended 31 December
2023.

All employees of the Group, including the senior
management and selected members of the employees, are
obliged to follow the Company’s restrictions on dealing
in securities, which are on terms no less exacting than the
Model Code, as set out in the Staff Securities Dealing Policy.
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ATTENDANCE RECORDS

The attendance of individual Directors at the Board meetings, Audit Committee meetings, Nomination and Remuneration
Committee meetings and the Annual General Meeting held in 2023 are as follows:

Attended/eligible to attend Attended
Nomination and Annual
Audit Remuneration General
Directors Board Committee Committee Meeting
EDs
David Shou-Yeh Wong (Nete) 5/5 - 2/3 -
Hon-Hing Wong (Derek Wong) 5/5 = = v
Gary Pak-Ling Wang 5/5 = - v
NED
Junji Mori 5/5 - - -
Alternate to Junji Mori
- Yuichi Tashita 4/5 - - -
INEDs
Robert Tsai-To Sze 5/5 4/4 3/3 v
Andrew Kwan-Yuen Leung 5/5 = 3/3 4
Paul Michael Kennedy 5/5 4/4 - v
Paul Franz Winkelmann 5/5 4/4 - v
Mariana Suk-Fun Ngan 5/5 4/4 — v

Note: Pursuant to code provision F.2.2 of the CG Code, the chairman of the board should attend the annual general meeting. Mr. David Shou-
Yeh Wong, the Chairman of the Board, was unable to attend the 2023 Annual General Meeting (the “2023 AGM”) of the Company held in
Hong Kong on 2 June 2023 as he was away from Hong Kong at that time. Mr. Hon-Hing Wong (Derek Wong), Managing Director and Chief

Executive of the Company, took the chair of the 2023 AGM.

SHAREHOLDERS ENGAGEMENT

Effective Communication

The Board attaches great importance to communication
with shareholders. The Annual General Meeting (“AGM”)
provides a useful forum for shareholders to exchange views
with the Board. The Chairman of the Board and all Directors
make a strong effort to attend. The Chairmen of the Board
Committees and a representative of the external auditors
also attend the AGM to take shareholders’ questions.

The Management holds group meetings with analysts in
connection with the Company’s annual and interim results.
Apart from the above, designated senior executives maintain
regular dialogue with institutional investors and analysts to
keep them abreast of the Company’s development, subject
to compliance with the applicable laws and regulations.

Moreover, the website of Dah Sing Bank (www.dahsing.com)
offers shareholders convenient access to the Company’s
financial information, announcements/circulars and
information on the Company’s corporate governance
structure and practices, in addition to business and
corporate social responsibility activities of the Group.

Convening an Extraordinary General Meeting

Shareholder(s) holding not less than 5% of the total voting
rights of the Company may put forth requisition to convene
an Extraordinary General Meeting (“EGM”) of the Company.

The requisition must (i) state the objectives of the meeting,
(i) be signed by the requisitionist(s) and (iii) be deposited
at the Company’s registered office at 26th Floor, Dah Sing
Financial Centre, 248 Queen’s Road East, Wan Chai, Hong
Kong or in electronic form. It may also consist of several
documents in like form, each signed by one or more
requisitionist(s).
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The requisition must also state (i) the name(s) of the
requisitionist(s), (ii) the contact details of the requisitionist(s)
and (iii) the number of ordinary shares of the Company held
by the requisitionist(s).

The Directors must proceed to convene an EGM within
21 days from the date of the deposit of the requisition. Such
meeting should be held on a date not more than 28 days
after the date on which the notice convening the meeting is
given.

If the Directors fail to convene the EGM as aforesaid, the
requisitionist(s), or any of them representing more than one-
half of the total voting rights of all of them, may themselves
convene the meeting. Any meeting so convened shall not be
held after the expiration of 3 months from the date of the
deposit of the requisition.

A meeting so convened by the requisitionist(s) shall be
convened in the same manner, as nearly as possible, as that
in which meetings are to be convened by the Directors.

Any reasonable expenses incurred by the requisitionist(s)
by reason of the failure of the Directors to duly convene
a meeting shall be repaid to the requisitionist(s) by the
Company.

Putting forward proposals at general meetings

Shareholders representing not less than 2.5% of the
total voting rights of all shareholders, or not less than
50 shareholders, who are entitled to vote on a resolution at
a general meeting, may:

- put forward a proposal at a general meeting

- circulate to other shareholders a written statement
with respect to matters to be dealt with at a general
meeting

Shareholders may refer to section 580 of the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong) for
further details on the shareholder qualifications and the
procedures and timeline in connection with the above.

Submission of enquiries to the Board

Shareholders may send their enquiries requiring the Board’s
attention to the Company Secretary at the Company’s
registered office at 26th Floor, Dah Sing Financial Centre,
248 Queen’s Road East, Wan Chai, Hong Kong. Questions
about the procedures for convening or putting forward
proposals at an AGM or EGM may also be put to the Company
Secretary.

Shareholders Communication Policy

The Board recognizes the importance of maintaining on
ongoing dialogue with the Company’s shareholders and has
adopted a Shareholders Communication Policy which sets
out the framework to promote effective communication
with shareholders and to enable them to engage actively
with the Company and exercise their rights as shareholders
in an informed manner and is subject to review on an annual
basis to ensure its effectiveness.

The Company communicates with its shareholders and the
investment community through a wide range of channels
and means including publications (e.g. annual reports,
interim reports, notices, circulars, and announcements),
website (e.g. publication posted on the Company’s website
including the ESG reports), and in person (attending
shareholders meetings and analyst briefings or press
conference).

Having taken note of the multiple channels in place for
shareholders to communicate their views, the Board
considered that the Shareholders Communication Policy
was appropriate and effective.

The Policy is available on the website of Dah Sing Bank
(www.dahsing.com).

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.
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CONSTITUTIONAL DOCUMENTS

The Company has not changed its constitutional documents
in2023.

COMPANY SECRETARY

The Company Secretary is accountable to the Board for
ensuring that Board procedures are followed and Board
activities are efficiently and effectively conducted. These
objectives are achieved through adherence to proper Board
processes and the timely preparation and dissemination
to Directors comprehensive Board meeting agendas and
papers. Minutes of all meetings of the Board and Board
Committees are prepared and maintained to record in
sufficient details the matters considered and decisions

ENVIRONMENT, SOCIAL AND GOVERNANCE

reached by the Board or Board Committees, including
any concerns raised or dissenting views voiced by any
Director. All draft and final minutes of Board meetings and
meetings of Board Committees are sent to Directors or
Board Committee members as appropriate for comments,
approval and records. Board records are available for
inspection by any Director upon request.

All Directors have access to the advice and services of
the Company Secretary who possesses the relevant
qualifications and experience pursuant to the requirements
of Rule 3.28 of the Listing Rules. The Company Secretary had
taken more than 15 hours of relevant professional training
to update his skills and knowledge during the financial year
ended 31 December 2023.

In addition to focusing on the strategic development of its businesses, the Group embraces its responsibilities for the
advancement of Environmental, Social and Governance (“ESG”) initiatives in the way it conducts its businesses and how it
engages its stakeholders. The Group actively strives to promote environmental protection, corporate sustainability and engage
with communities.

Sustainability considerations are embedded in our business strategy and operations. The Group strives to stay abreast of
evolving market trends and enhances the sustainability practices proactively. The Group’s ESG strategy guides its sustainability
focus and efforts in the key areas outlined below to drive continuous improvements and to create a more sustainable and

resilient future for itself as well as our society at large.

ESG Governance — Establish ESG positioning under Board’s oversight

Governance

Communication

Reporting

Marketplace
(“SMEs”) focus

Establish clear accountability on ESG oversight and strategy implementation
Regularly communicate our ESG initiatives to our internal and external stakeholders

Continuously improve disclosure quality and performance tracking

— Prioritise Green and Sustainable Banking (“GSB”) and differentiate with small and medium enterprises

Green and Sustainable Banking

SME Support

Customer Focus

Digitalisation

Build capacity, raise GSB awareness and establish our green product shelves

Increase outreach to and assist SMEs in ESG transition

Improve customer experience and reinforce customer centricity

Optimise customer experience and operational impact through digital transformation
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Workplace — Build an engaged workforce to enhance employee loyalty

Culture and Ethical Behaviours Promote ethical behaviours to uphold the Group’s Culture and Values

Training and Development Enhance organisation and leadership capabilities for future-ready workforce

Health and Well-being Promote health awareness and provide flexible and healthy work environment
Community — Enrich our community strategy to enhance impact

Youth Education Support youth education with a focus on STEAM (Science, Technology, Engineering, Art

and Mathematics) and targeting under-privileged children

Youth Sports Promote sports as a means of nurturing all-round youth development

ESG Awareness Raise the awareness of ESG matters in the community for promoting sustainable
development

Volunteering Engage our employees to contribute to the society through volunteering activities

Environment — Sharpen our focus on environmental Key Performance Indicators for strategic impact and operational
efficiency

Environmental Footprint Reduce our environmental footprint and influence our supply chain

Paperless Reduce paper consumption through digitalising operational processes and engaging

customers on digital adoption

Staff Awareness and Engagement Promote environmental conservation to our staff for a greener planet

We continuously seek to integrate our ESG Strategy into the Group’s overarching business objectives. We aim to efficiently
allocate resources to maximise value creation for our stakeholders and fostering sustainable growth which benefits all parties
involved. In 2023, the Group systematically implemented its ESG strategy in its business decisions and actions with notable
achievements made across the Group as outlined below:

Marketplace: ° Launched and developed a proprietary product

recommendation engine, “Next Best Action”, which

o Commenced the implementation of greenness ) o . . .
analyses our customers’ financial habits to predict

assessment framework as an onboarding criteria for L . epe
& their financial needs and was awarded the Certificate

borrowers in 7 carbon-intensive industries . .
of Merit in “Hong Kong Information ICT Awards

2023 - Fintech (Applied Solutions) Award”
° Rolled out 9 and 5 additional ESG investment funds

I? Darl Sing Ba-nkland l?fanco CofmedrCI:l‘de Macau ° Completed a programme of digital banking platform
("BCM”) respectively to offer more fund choices upgrade in 2023, which focused on enhancing
customer experience through innovative solutions and

expanding transaction capabilities on the platform
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Workplace:

Launched the first Dah Sing Cultureland platform
to foster staff awareness and understanding of our
culture and values

Provided 711 hours of training to equip employees
with knowledge regarding climate-related risk and
green and sustainable finance

Community:

A total of 1,356 volunteers contributed 4,058
volunteering hours

1,494 individuals benefited from our community

programmes and activities

Expanded the scale of Dah Sing Charity Score
Challenge by 69% in number of participants, to raise

funds for Operation Santa Claus

Environment:

Engaged 5,216 customers to reduce paper
consumption through Mastercard Priceless Planet
Coalition Programme and contributed to planting of
5,216 trees as a result

16% reduction in paper usage, compared to 2020

Award recognition in the “SportsHour Company
Scheme” by the Inspiring Hong Kong Sports
Foundation for promoting physical activities of
employees outside the workplace, as well as engaging
with local charities and communities to support
athletes

94,723 training hours conducted in 2023

Co-organised a five-month “Metaverse ArtTech
Creation Course 2023” with Chinese YMCA of Hong
Kong to provide ArtTech training, immersive digital art
experiences and a public digital art display to around
80 primary and secondary students

BCM collaborated with Macau China Bowling
Association and co-sponsored the Youth Bowling
Training Programme with Macau Insurance Company
for 32 local students aged 10-18 years old, of which
16 outstanding performers joined as contestants to
the BCM Bowling Open Competition which attracted
144 contestants

Replaced fluorescent tubes with energy-efficient LED

lighting in two branches in Hong Kong

The ESG Report 2023 provides an annual update on the initiatives, plans and performance of the Group in ESG aspects during the
year. During the year, the Group has complied with all applicable disclosure requirements and provisions of the ESG Reporting
Guide set out in Appendix C2 of the Listing Rules in respect of the financial year ended 31 December 2023. In addition, the
ESG Report 2023 is prepared with reference to the IFRS S2 Climate-related Disclosures. For more details of the Group’s sustainability
initiatives during the year, please refer to the Group’s Environmental, Social and Governance Report 2023, which is published
on the website of Dah Sing Bank (www.dahsing.com) (About Us - Environmental, Social and Governance (ESG) - ESG Report &
Achievement).
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The Directors submit their report together with the audited
consolidated financial statements for the year ended
31 December 2023.

PRINCIPAL ACTIVITIES AND SEGMENT ANALYSIS
OF OPERATIONS

The principal activity of Dah Sing Financial Holdings
Limited (the “Company”) is investment holding. The
principal activities of the subsidiaries are shown in Note 27
to the consolidated financial statements. An analysis of
the performance of the Company and its subsidiaries
(the “Group”) for the reporting period by business and
geographical segments are set out in Note 6 to the
consolidated financial statements.

CLOSURE OF REGISTER OF SHAREHOLDERS

REPORT OF THE DIRECTORS

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December
2023 are set out in the consolidated income statement on
page 113.

The Board declared an interim dividend of HK$0.36 per
share and a total of HK$115,047,036 in cash was paid on
21 September 2023.

The Directors recommend the payment of a final dividend of
HKS$1.64 per share in cash, totalling HK$524,103,164.

For determining shareholders’ right to attend and vote at the forthcoming annual general meeting:

Latest time to lodge transfers

Closure of Register of Shareholders (both days inclusive)

Record date

Annual General Meeting

4:30 p.m. on 27 May 2024 (Monday)

28 May 2024 (Tuesday) to 31 May 2024 (Friday)

31 May 2024 (Friday)

31 May 2024 (Friday)

For determining shareholders’ entitlement to receive the proposed final dividend*:

Latest time to lodge transfers

Closure of Register of Shareholders (both days inclusive)

Record date

Expected final dividend payment date

4:30 p.m. on 6 June 2024 (Thursday)

7 June 2024 (Friday) to 12 June 2024 (Wednesday)

12 June 2024 (Wednesday)

20 June 2024 (Thursday)

(*subject to shareholders’ approval at the forthcoming annual general meeting)

During the periods of the closure of Register of Shareholders, no share transfers will be registered. For registration, 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 relevant latest time to lodge transfers.
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BUSINESS REVIEW

A review of the business of the Group and a discussion and
analysis on the Group’s future business development are
provided in the “Chairman’s Statement” and the “Review
of Operations” of this Annual Report. Description of the
principal risks and uncertainties that the Group may be
facing can also be found in the “Chairman’s Statement”
and the “Review of Operations” of this Annual Report. The
objectives and policies of financial risk management and
the risk management structure and framework of the Group
can be found in the “Notes to the Consolidated Financial
Statements” of this Annual Report. Particulars of important
events affecting the Company that have occurred since the
end of the financial year (if any) can be found in the “Notes
to the Consolidated Financial Statements”. An analysis of
the Group’s performance during the year using financial
key performance indicators is provided in the “Review of
Operations” of this Annual Report. In addition, discussions
on the Group’s environmental policies and performance and
also relationships with the key stakeholders and compliance
with relevant laws and regulations which have a significant
impact on the Group can be found in the “Corporate
Governance Report” of this Annual Report and the 2023
Environmental, Social and Governance Report (the “2023
ESG Report”). The “Notes to the Consolidated Financial
Statements” also contain description of the management
structures and framework to ensure compliance with
various laws and regulations which are applicable to the
Group. The above sections form part of this Report of the
Directors.

The 2023 ESG Report is issued as a separate report
concurrently with this Annual Report and both reports are
also published on the websites of Hong Kong Exchanges and
Clearing Limited (www.hkexnews.hk) and Dah Sing Bank
(www.dahsing.com).

SHARES ISSUED IN THE YEAR

Details of the shares of the Company issued during the
year are shown in Note 39 to the consolidated financial
statements.

DONATIONS

During the year, the Group made charitable and other
donations amounting to HK$1,929,000.

DIRECTORS

The Directors of the Company during the year and up to the
date of this report are:

David Shou-Yeh Wong
Chairman

Robert Tsai-To Sze*

Andrew Kwan-Yuen Leung*

Paul Michael Kennedy*

Paul Franz Winkelmann*

Mariana Suk-Fun Ngan*

Junji Mori

Hon-Hing Wong (Derek Wong)
Managing Director and Chief Executive

Harold Tsu-Hing Wong
Group General Manager
(appointed with effect from 1 January 2024)

Gary Pak-Ling Wang
Deputy Chief Executive

Yuichi Tashita
Alternate to Junji Mori

Independent Non-Executive Directors

The Directors retiring by rotation in accordance with
Article 124 of the Company’s Articles of Association are
Mr. David Shou-Yeh Wong, Mr. Gary Pak-Ling Wang and
Mr. Andrew Kwan-Yuen Leung who, being eligible, offer
themselves for re-election at the forthcoming annual
general meeting.

Mr. Harold Tsu-Hing Wong who was appointed as an
Executive Director on 1 January 2024 will hold office until
the forthcoming annual general meeting in accordance with
Article 128 of the Company’s Articles of Association and,
being eligible, offer himself for re-election at the annual
general meeting.
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The Company has received an annual confirmation from
each of the Independent Non-Executive Directors as regards
their continued independence while serving as members of
the Board of Directors during the year. The Company still
considers all the Independent Non-Executive Directors to be
independent.

Details of the Directors to be re-elected at the forthcoming
annual general meeting are set out in the circular to the
shareholders sent together with this Annual Report.

CHANGES IN INFORMATION WITH REGARD TO
DIRECTORS

Pursuant to Rule 13.51B(1) of the Listing Rules, changes in
information required to be disclosed by the Directors since
the publication of the 2023 Interim Report of the Company
(or, where applicable as regards Director appointed
subsequent thereto, since the date of announcement for
appointment) and up to the date of this Annual Report are
set out below:

(a) Mr.David Shou-Yeh Wong

Chairman

- Stepped down as a member of the Nomination
and Remuneration Committee of the Company
and Dah Sing Bank, Limited with effect from
1 January 2024 and Dah Sing Banking Group
Limited with effect from 2 January 2024

(b) Mr. Hon-Hing Wong (Derek Wong)
Managing Director and Chief Executive

- Decrease of fixed remuneration by HK$145,300
per month with effect from 1 January 2024

(c) Mr.Harold Tsu-Hing Wong
Group General Manager
(appointed as an Executive Director with effect from
1January 2024)

- Appointed as an Executive Committee Member
of the Hong Kong Institute of Bankers with effect
from 1 January 2024

(d) Mr. Gary Pak-Ling Wang
Deputy Chief Executive

- Appointed as the Chairman of Dah Sing Bank
(China) Limited with effect from 6 November
2023

(e)

(f)

(g)

- Appointed as a member of the Nomination
and Remuneration Committee of the Company
and Dah Sing Bank, Limited with effect from
1 January 2024 and Dah Sing Banking Group
Limited with effect from 2 January 2024

Mr. Robert Tsai-To Sze
Independent Non-Executive Director

- Stepped down as the Chairman of the Audit
Committee and remains as a member of the
Audit Committee of the Company and Dah Sing
Bank, Limited with effect from 1 January 2024
and Dah Sing Banking Group Limited with effect
from 2 January 2024

- Appointed as the Chairman of the Nomination
and Remuneration Committee of Dah Sing
Bank, Limited with effect from 1 January 2024
and Dah Sing Banking Group Limited with effect
from 2 January 2024

- Director’s fee revised to HK$790,000 per annum
(including remuneration from subsidiaries) with

effect from 1 January 2024

Mr. Paul Michael Kennedy
Independent Non-Executive Director

- Resigned as an Independent Non-Executive
Director of Vistra Group Holdings (BVI) IIl Limited
with effect from 19 December 2023

Mr. Paul Franz Winkelmann
Independent Non-Executive Director

- Appointed as the Chairman of the Audit
Committee of the Company and Dah Sing Bank,
Limited with effect from 1 January 2024

- Appointed as an Independent Non-Executive
Director and the Chairman of the Audit
Committee of Dah Sing Banking Group Limited
on 2 January 2024

- Director’s fee revised to HK$660,000 per annum

(including remuneration from subsidiaries) with

effect from 1 January 2024
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(h)  Mr. Yuichi Tashita
Alternate Director to Mr. Junji Mori

- Appointed as Managing Director of Norinchukin
Hong Kong Limited

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

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVE

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election has a service
contract with the Company or any of its subsidiaries which
is not determinable within 1 year without payment of
compensation, other than statutory compensation.

DIRECTORS OF SUBSIDIARIES

A list of the names of all the directors who have served on
the boards of the subsidiaries of the Company during the
year and up to the date of this Report of the Directors is
provided in the “Directors of Subsidiaries” section which
follows this Report of the Directors.

As at 31 December 2023, 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 (“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:

Number of ordinary shares/underlying shares of the Company

Percentage of
interests in the

Personal Corporate Other Total total number of

Directors interests interests interests interests issued shares
David Shou-Yeh Wong 173,460W 137,285,682 - 137,459,142 43.01%
Hon-Hing Wong (Derek Wong) 39,7710 - - 39,771 0.01%
Harold Tsu-Hing Wong 4,197,920000) - 126,189,187% 130,387,107 40.80%

(appointed on 1 January 2024)

Gary Pak-Ling Wang 107,063W - - 107,063 0.03%
Number of ordinary shares/underlying shares of Percentage of

Dah Sing Banking Group Limited

interests in the

Personal Corporate Other Total total number of

Directors interests interests interests interests issued shares

David Shou-Yeh Wong - 1,045,626,955 - 1,045,626,955 74.38%

Harold Tsu-Hing Wong 3,738,54500) - 1,045,461,643™ 1,049,200,188 74.64%
(appointed on 1 January 2024)

Gary Pak-Ling Wang 2,884,69100 - - 2,884,691 0.21%
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Number of ordinary shares/underlying shares of Percentage of

Bank of Chongqing Co., Ltd. - A shares interests in the

Personal Corporate Other Total total number of

Director interests interests interests interests issued shares
Hon-Hing Wong (Derek Wong) 7,100 - - 7,100 0.00%

Notes:

1

The personal interests were in respect of share awards granted by the Company under DSFH Share Award Scheme. Details are set out in
the section headed “Share Schemes of the Company and its Associated Corporation”.

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 (“HSBCIT”)
is the trustee of a family discretionary trust of which David Shou-Yeh Wong is the settlor.

The personal interests comprised of (a) interests in 3,567,687 ordinary shares of the Company; (b) interests in 230,233 award shares
granted by the Company; and (c) deemed interests in 400,000 notional underlying shares of the Company relating to the cash-settled
share-based incentive options granted by the Company as explained in note (9) below.

Deemed interests in shares held by HSBCIT in trust for a family discretionary trust of which David Shou-Yeh Wong is the settlor.

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 43.01% 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.

The personal interests comprised of (a) interests in 1,038,545 ordinary shares of DSBG; and (b) deemed interests in 2,700,000 notional
underlying shares of DSBG relating to cash-settled share-based incentive options granted by DSBG as explained in note (9) below.

Deemed interests in shares held by the Company and HSBCIT through a family discretionary trust of which David Shou-Yeh Wong is the
settlor.

The personal interests 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 under the section headed “Share Schemes of the Company and its Associated
Corporation”; 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 (9) below.

Each of the Company and 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 respective 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 factors, the
grantees may exercise their vested options. No shares of the Company or DSBG will be issued to the grantees of the options under the
respective scheme which is essentially a deferred cash incentive scheme linked to the performance of the grantees and the share price of
the Company or DSBG.

All the interests stated above represented long positions. As at 31 December 2023, 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 and the details as disclosed under the section headed “Share Schemes of the Company and its Associated

Corporation”, as at 31 December 2023, 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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SHARE SCHEMES OF THE COMPANY AND ITS
ASSOCIATED CORPORATION

(a) The Company

I

Share option scheme

On 27 May 2015, the shareholders of the
Company approved the adoption of a share
option scheme (the “DSFH Share Option
Scheme”).

In accordance with the requirements of The
Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), a summary of the DSFH Share

Option Scheme is disclosed as follows:

(1)  Purpose of the scheme:

The purpose of the scheme is to provide
an incentive and/or reward to grantees
for their contribution to, and continuing
efforts to promote the interests of, the
Group.

(2)  Participants of the scheme:

Any director, manager, or other employee
holding an executive, managerial or
supervisory position in the Group as the
Board may in its sole discretion determine
to be eligible to participate in the scheme.

(3)  Total number of shares available for issue
under the scheme and percentage of total
number of issued shares as at the date of
this Report of the Directors:

The number of shares available for issue
under the scheme is 15,978,755 shares,
representing 5% of the total number of
issued shares of the Company as at the
date of this Report of the Directors.

Maximum entitlement of each participant
under the scheme:

No share options may be granted to any
eligible person which, if exercised, would
result in such eligible person becoming
entitled to subscribe for such number of
shares as, when aggregated with the total
number of shares already issued or to
be issued to him under all share options
granted to him in the 12-month period up
to and including the offer date of relevant
share options, exceed 1% of the shares
in issue at such date. Any grant of further
share options above the limit shall be
subject to the provisions of the scheme
and the Listing Rules as amended from

time to time.

Period within which the option may be
exercised by the grantee:

The exercise period is determined by
the Nomination and Remuneration
Committee on behalf of the Board of the
Company, and is specified when related
share options are granted. Shares under
the share options must be taken up within
10 years from the date of grant.

Vesting period of options granted:

The vesting period for options is
determined by the Nomination and
Remuneration Committee on behalf of the
Board of the Company, and is specified
when related share options are granted.

Amount payable on application or
acceptance of the option and the period
within which payments or calls must or
may be made or loans for such purpose
must be repaid:

The amount payable on acceptance of
an option is HKS1 and must be made
within 21 days upon offer of granting
of share options or the date on which
the conditions (if any) for the offer are
satisfied.
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1.

(8)  Basis of determining the exercise price of
options granted:

The exercise price per option share
is concluded by the Nomination and
Remuneration Committee on behalf of
the Board of the Company on the basis
no less exacting than the requirement set
out in Rule 17.03E of the Listing Rules and
is determined as no less than the higher
of (i) the closing price of the Company’s
shares traded on the SEHK on the date of
grant; and (ii) the average closing price
of the Company’s shares traded on the
SEHK for the 5 business days immediately
preceding the date of grant.

(9)  Remaining life of the scheme:

The scheme shall be valid and effective
for a period of 10 years commencing from
27 May 2015 and expiring at the close of
26 May 2025.

No share options had been granted under the
DSFH Share Option Scheme from the date of its
adoption to 31 December 2023. The number of
the share options available for grant under the
DSFH Share Option Scheme as at both 1 January
2023 and 31 December 2023 was 15,978,755.

Share award scheme

The Board of the Company approved and
adopted a share award scheme (the “DSFH
Share Award Scheme”) on 9 September 2021,
which was further updated and amended on
30 March 2022.

In accordance with the requirements of the
Listing Rules, a summary of the DSFH Share
Award Scheme is disclosed as follows:

(1)  Purpose of the scheme:

The purpose of the scheme is to recognize
the contribution or value of certain
participants and to motivate and incentivize
them in furtherance of the long-term
business objectives of the Group.

Participants of the scheme:

Any director or employee of the Company
or any other member of the Group is
eligible to participate in the scheme.

Total number of shares available for grant
under the scheme and percentage of total
number of issued shares as at the date of
this Report of the Directors:

The total number of shares that may be
granted shall not exceed 9,600,000 shares
(the “DSFH Award Shares”), representing
approximately 3% of the total number
of issued shares of the Company as at
the date of this Report of the Directors.
Under the scheme, the trustee may
acquire issued shares on-market and/or
subscribe new shares from the Company
and hold the DSFH Award Shares on trust
for selected participants during the trust
period.

Maximum entitlement of each participant
under the scheme:

The total number of the DSFH Award
Shares granted to each participant shall
not exceed 1,600,000 shares from time to
time.

Vesting period of awards granted:

The vesting period, criteria and other
conditions is determined by the Board
of the Company or its delegate, and are
specified in the award letter when related
share awards are granted.

Amount payable on application or
acceptance of the award and the period
within which payments or calls must or
may be made or loans for such purpose
must be repaid:

Nil.
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(7)  Basis of determining the purchase price of (8)  Remaining life of the scheme:
shares awarded:
The scheme shall be valid and effective
Nil. for a term of 10 years commencing from
9 September 2021 and expiring at the
close of 8 September 2031.

The number of share awards available for grant under the DSFH Share Award Scheme as at 1 January 2023 and
31 December 2023 was 9,222,800 and 8,376,938 respectively.

Particulars of share awards granted under the DSFH Share Award Scheme and information that is required to be
disclosed in accordance with the Listing Rules are set out below:

Number of DSFH Award Shares

Lapsed/
Dateof  Outstanding Granted Vested forfeited  Outstanding Vesting
grant asat during during during asat period
Grantees (D/MJY) 1/1/2023 20235 20236 2023 31/12/2023 (D/M}Y)
Directors
David Shou-Yeh Wong 03/04/2023 - 173,460 - - 173,460 03/04/2023 -
03/04/2026@
Hon-Hing Wong (Derek Wong) 03/04/2023 - 39,771 - - 39,771 03/04/2023 -
03/04/2026@
Harold Tsu-Hing Wong 06/12/2022 86,100 - 17,220 - 68,380  06/12/2022 -
(appointed on 1 January 2024) 06/12/2027W
03/04/2023 - 161,353 - - 161,353 03/04/2023 -
03/04/2026@
Gary Pak-Ling Wang 03/04/2023 - 107,063 - - 107,063 03/04/2023 -
03/04/2026@
Five highest paid individuals® 06/12/2022 80,600 - 16,120 - 64,480  06/12/2022 -
06/12/2027%
03/04/2023 - 125,286 - - 125,286 03/04/2023 -
03/04/2026@
Aggregate of other employees” 06/12/2022 210,500 - 41,420 2,920 166,160  06/12/2022 -
06/12/2027%
03/04/2023 - 241,849 - - 241,849 03/04/2023 -
03/04/2026@
Notes:

Share awards granted on 6 December 2022 are vested in 5 equal tranches between the first and fifth anniversaries from the date of grant.
Share awards granted on 3 April 2023 are vested in 3 tranches between the first and third anniversaries from the date of grant.

Among the five highest paid individuals for the financial year, three were Executive Directors of the Company and details of the movements
in their DSFH Award Shares under DSFH Share Award Scheme during the year ended 31 December 2023 are shown in the table above and

are not repeated in this note.

Share awards were granted to certain eligible employees of the Company, who are directors or employees of the Company or any other
members of the Group.

On 3 April 2023, the Company granted a total of 848,782 DSFH Award Shares. The closing price of the shares of the Company on 31 March
2023 (being the business day immediately before 3 April 2023 on which the DSFH Award Shares were granted) was HK$20.15 per share. The

award shares granted are existing issued shares to be acquired by the trustee of the DSFH Share Award Scheme from the market.

The weighted average closing price of the shares of the Company immediately before the date on which the DSFH Award Shares were
vested during the year ended 31 December 2023 was HK$15.98.

No DSFH Award Shares were cancelled during the year ended 31 December 2023.

Details of the computation of the fair value of awards at the date of grant and the accounting standard and policy adopted are shown in
Note 44 to the consolidated financial statements.
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(b) Dah Sing Banking Group Limited, a majority
owned subsidiary of the Company

I

Share option scheme

The respective shareholders of the Company
and Dah Sing Banking Group Limited (“DSBG”)
approved the adoption of a share option scheme
of DSBG (the “DSBG Share Option Scheme”) on
27 May 2014,

In accordance with the requirements of the
Listing Rules, a summary of the DSBG Share
Option Scheme is disclosed as follows:

(1)  Purpose of the scheme:

The purpose of the scheme is to attract,
motivate and retain high quality executives
to contribute to the business and growth
of DSBG group of companies.

(2)  Participants of the scheme:

Eligible participants of the scheme
included directors and employees holding
supervisory positions in DSBG and its
subsidiaries.

(3)  Total number of shares available for issue
under the scheme and percentage of total
number of issued shares as at the date of
this Report of the Directors:

The number of shares available for issue
under the scheme is 70,076,781 shares,
representing 4.99% of the total number
of issued shares of DSBG as at the date of
this Report of the Directors.

Maximum entitlement of each participant
under the scheme:

No share options may be granted to any
eligible person which, if exercised, would
result in such eligible person becoming
entitled to subscribe for such number of
shares as, when aggregated with the total
number of shares already issued or to
be issued to him under all share options
granted to him in the 12-month period up
to and including the offer date of relevant
share options, exceed 1% of the shares
in issue at such date. Any grant of further
share options above the limit shall be
subject to the provisions of the scheme
and the Listing Rules as amended from

time to time.

Period within which the option may be
exercised by the grantee:

The exercise period is determined by
the Nomination and Remuneration
Committee on behalf of the Board of
DSBG, and is specified when related share
options are granted. Shares under the
share options must be taken up within
10 years from the date of grant. All the
existing share options granted under the
scheme shall be exercisable upon vesting
in 5 equal tranches between the first and
fifth anniversaries from the date of grant.

Dah Sing Financial Holdings Limited Annual Report 2023

103



104

(6) RUEBIBIRMERERE : (8) EREVRIERITHENEEEE
ARENEBHRERRFMEEEAE SHRKREZTEERRESRFMES
RIMRITEREFTERE > KNETHE EARKMIRITEEEFEUREERN
B3 o 5t 8| T 2SR RER IR AR T A5t (EMRADEIT.03EMIRET » W AER
1FRTTHE © UFZBEEFERE © () RHMIRITEEK

MEFRTAREBRSMEEZIWHIE ;

(1) HFHERRREANSEURMREE R(i)RFrRTEERNEREERTHA
FREVEFR S EIE A R EREIHAAR - SEEXEANRBERZAMERE Z FHWS
BRSNS ERRENRRELET
B - RARETHES21RA T (9) FIEIHEARAXU

ERER T (WE) 2 BHIREGE ©
5tEIH2014FE5827THES1I0ERB Y »
F202455826HE M ©

712023518 1H 52202312 831 HIRIE A IR TS B SUARAE 5T 8 AT 1% H VSR AR B B 19 7%468,876,781 % ©

RARITEEEDARIEST B 2~ SRR LSBT TR B B @R R 2 s AR L RRD MAKE 2 BRI T ¢

ARESIZAMBTERARGEE

#2023 2023/ #2023
RitE 1818 2023FR 2023/ s/ 12A31H f7fEE f7fERRw
ERA (B/B/&) FRITE bt E &%Rk HRITE At (H/B/%)
B
THE 26/04/2018 450,000 - - - 450,000 1824  26/04/2019 -
26/04/2024
Hitfg 5485 26/04/2018 750,000 - - - 750,000 1824 26/04/2019 -
26/04/2024
3

(1) FrERBEAMRTEEDRES B TR ZREN R H B B UEESSEBF IS FHIRB R FLUTE

2) REENETETOERES  REAANBTERTIZEENBADNES  SEEEASIHE > UAEBEMEO T EESHITE
BfES -

(3) EARIRREERY BINATEEURFARANZ S ENREER Y B BRI S B IRRM 544

RITERIERARAT 2023FF4R



Vesting period of options granted:

The vesting period is determined by
the Nomination and Remuneration
Committee on behalf of the Board of
DSBG, and is specified when related share
options are granted. None of the existing
share options under the scheme shall be
exercisable within 1 year from the date of
grant.

Amount payable on application or
acceptance of the option and the period
within which payments or calls must or
may be made or loans for such purpose
must be repaid:

The amount payable on acceptance of
an option is HKS1 and must be made
within 21 days upon offer of granting
of share options or the date on which
the conditions (if any) for the offer are
satisfied.

Basis of determining the exercise price of
options granted:

The exercise price per option share
is concluded by the Nomination and
Remuneration Committee on behalf of
the Board of DSBG on the basis no less
exacting than the requirement set out
in Rule 17.03E of the Listing Rules and
is determined as no less than the higher
of (i) the closing price of DSBG’s shares
traded on the SEHK on the date of grant;
and (ii) the average closing price of
DSBG’s shares traded on the SEHK for the
5 business days immediately preceding
the date of grant.

Remaining life of the scheme:

The scheme shall be valid and effective
for a period of 10 years commencing from
27 May 2014 and expiring at the close of
26 May 2024.

The number of share options available for grant under the DSBG Share Option Scheme as at both 1 January 2023
and 31 December 2023 was 68,876,781.

The particulars of interests in options to subscribe for ordinary shares of DSBG granted under the DSBG Share Option

Scheme and information that is required to be disclosed in accordance with the Listing Rules are set out below:

Number of DSBG’s shares underlying the options

Cancelled/
Outstanding Granted Exercised lapsed/ Outstanding Exercise Exercise
Date of grant asat during during forfeited asat price period®

Grantee (D/MJY) 1/1/2023 2023 2023 during2023  31/12/2023 (HK$) (D/MJY)
Director

Gary Pak-Ling Wang 26/04/2018 450,000 - - - 450,000 1824 26/04/2019-

26/04/2024

Aggregate of other 26/04/2018 750,000 - - - 750,000 18.24  26/04/2019 -

employees? 26/04/2024

Notes:

(1)  Allthe existing share options granted under the DSBG Share Option 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 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.

(3) Details of the computation of the fair value of options at the date of grant and the accounting standard and policy adopted are shown in
Note 44 to the consolidated financial statements.
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1.

Share award scheme

The Board of DSBG approved and adopted a
share award scheme (the “DSBG Share Award
Scheme”) on 9 September 2021 (the “Adoption
Date”).

In accordance with the requirements of the
Listing Rules, a summary of the DSBG Share
Award Scheme is disclosed as follows:

(1)  Purpose of the scheme:

The purpose of the scheme is to
recognize the contribution or value of
certain participants and to motivate and
incentivize them in furtherance of the
long-term business objectives of the DSBG
group of companies.

(2)  Participants of the scheme:

Eligible participants of the scheme
included any director or employee of
DSBG or any other member of the DSBG
group of companies.

(3)  Total number of shares available for issue
under the scheme and percentage of total
number of issued shares as at the date of
this Report of the Directors:

The total number of shares that may be
awarded shall not exceed 42,000,000
shares (the “DSBG Award Shares”),
representing approximately 3% of the
total number of issued shares of DSBG as
at the date of this Report of the Directors.
Under the scheme, the trustee may
acquire issued shares on-market and/
or subscribe new shares from DSBG and
hold the DSBG Award Shares on trust for
selected participants during the trust
period.

(4)  Maximum entitlement of each participant
under the scheme:

The total number of the DSBG Award
Shares granted to each participant shall
not exceed 7,000,000 shares from time to
time.

(5)  Vesting period of awards granted under
the scheme:

The vesting period, criteria and other
conditions is determined by the Board of
DSBG or its delegate, and are specified
in the award letter when related share
awards are granted.

(6) Amount payable on application or
acceptance of the option and the period
within which payments or calls must or
may be made or loans for such purpose
must be repaid:

Nil.

(7)  Basis of determining the purchase price of
shares awarded:

Nil.

(8)  Remaining life of the scheme:

The scheme shall be valid and effective
for a term of 10 years commencing from
9 September 2021 and expiring at the
close of 8 September 2031.

During the period from the Adoption Date
to 31 December 2023, no share awards were
granted under the DSBG Share Award Scheme.
The number of share awards available for grant
under the DSBG Share Award Scheme as at
both 1 January 2023 and 31 December 2023 was
42,000,000.
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EQUITY-LINKED AGREEMENTS

Save for the share option schemes and share award schemes as disclosed above, no equity-linked agreements were entered into

by the Company or its subsidiaries during the year or subsisted at the end of the year.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

As of 31 December 2023, the following are the persons, other than the Directors and Chief Executive of the Company whose
interests are disclosed above, who had interests or short positions in the shares and underlying shares of the Company as
recorded in the register of shareholders’ interests required to be kept by the Company pursuant to section 336 of Part XV of the

SFO or otherwise known to the Company.

Number of Percentage of
shares held/ interests in the
Interests total number of
Name Capacity in shares issued shares®
Christine Yen Wong Deemed interests by virtue of her spouse 137,459,142W 43.01%
having a notifiable interest
HSBC International Trustee Limited  Trustee and corporate interests 126,764,787? 39.66%*
(“HSBCIT”)
DSI Limited Trustee and corporate interests 61,205,583 19.15%*
DSI Group Limited Trustee and corporate interests 45,068,894% 14.10%*
DSI Holding Limited Trustee and corporate interests 19,914,7109 6.23%*
The Norinchukin Bank Beneficial interests 31,637,935 9.90%
Aberdeen Asset Management Asia Investment manager 18,048,800 5.65%
Limited

Notes:

()

The interests disclosed above by each of HSBCIT, DSI Limited, DSI Group Limited and DSI Holding Limited relate to the shares held by
David Shou-Yeh Wong in the Company as disclosed under the heading “Interests of Directors and Chief Executive”. 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.

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.

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 31 December 2023.

All the interests stated above represented long positions.

Save as disclosed above, as at 31 December 2023, no other persons had any interests or short positions in the shares and
underlying shares of the Company as recorded in the register of shareholders’ interests required to be kept by the Company

pursuant to section 336 of Part XV of the SFO or otherwise known to the Company.
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DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS THAT ARE SIGNIFICANT IN RELATION
TO THE COMPANY’S BUSINESS

No transactions, arrangements or contracts of significance
in relation to the Company’s business to which the Company
or its subsidiaries was a party and in which a Director of
the Company or an entity connected with a Director had a
material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Articles of Association, every
Director and officer shall be entitled to be indemnified out
of the assets of the Company against all losses or liabilities
(to the fullest extent permitted by the Companies Ordinance
(Cap. 622)) which he/she may sustain or incur in or about
the execution of the duties of his/her office or otherwise in
relation thereto. The Company has arranged appropriate
directors’ and officers’ liability insurance coverage for the
Directors and officers of the Group.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

There was no purchase, sale or redemption by the Company,
or any of its subsidiaries, of the listed securities of the
Company during the year ended 31 December 2023, except
that the trustee of the DSFH Share Award Scheme, pursuant
to the terms of the rules and the trust deed of the DSFH
Share Award Scheme, purchased on the Stock Exchange
a total of 1,224,400 shares of the Company at a total
consideration of HK$23,797,261.84.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Company were entered into or existed during
the year ended 31 December 2023.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company at 31 December 2023,
calculated under sections 291, 297 and 299 of the Companies
Ordinance (Cap. 622), amounted to HK$6,037,920,000
(2022: HK$5,883,620,000).

CONNECTED TRANSACTIONS

Details of transactions with related parties of the Group
for the year ended 31 December 2023 have been set out in
Note 43 to the consolidated financial statements.

FIVE-YEAR FINANCIAL INFORMATION

The published results and the assets and liabilities of the
Group for the last 5 years are included in the section headed
“Financial Summary” of this Annual Report.

MAJOR CUSTOMERS

During the year ended 31 December 2023, the Group derived
less than 30% of interest income and other operating
income from its 5 largest customers.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained the prescribed public float
under the Listing Rules, based on the information that is
publicly available to the Company and within the knowledge
of the Directors of the Company.

COMPLIANCE WITH THE RULES GOVERNING
THE LISTING OF SECURITIES ON THE STOCK
EXCHANGE OF HONG KONG LIMITED

The accompanying consolidated financial statements
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited.

AUDITORS

The consolidated financial statements have been audited
by PricewaterhouseCoopers who retire and, being eligible,
offer themselves for re-appointment. A resolution for the
re-appointment of PricewaterhouseCoopers as auditors of
the Company is to be proposed at the forthcoming annual
general meeting. The Company has not changed its auditors
in the preceding 3 years.

On behalf of the Board
David Shou-Yeh Wong

Chairman

Hong Kong, 28 March 2024

Dah Sing Financial Holdings Limited Annual Report 2023

111



MEBARES
DIRECTORS OF SUBSIDIARIES

REE2023F 128318 EFEREE20245F34 The names of the directors who have served on the boards of the

288 (AR Az A FEESGREEHH) L subsidiaries of the Company during the year ended 31 December 2023

B HAERRBZWBRAEESENEET 2 HS and up to 28 March 2024, being the date of the Report of the Directors of

mE Company for the year, are set out below:

(a1 FERFHE51) (in alphabetical order)

FREZTS CHAN Ha-Fong Nancy

RS CHAN Ho-Tong (Tom CHAN)

PRI CHAN Hoi-Kit Frederick

it CHAN lo-Meng (Vincent CHAN)

I fes )+ CHAN Seng-Lee*

[RAEER CHAN Cliff Wai-Kin

R E CHANG Pui-Yuk Vanessa

[REA)* CHEN Yi-Chuan (Rawson CHEN)*

R CHENG Yu-Chung (Patrick CHENG)

REBYE CHEUNG Kin-Sang (Alex CHEUNG)

BER CHOW Chi-Leung Cristo

KoK IE CHU Wing-Yiu (Alex CHU)

F5IKER FONG Siu-Chung Patrick

IR FUNG Siu-Ming (Philip FUNG)

BEEZ HO Ka-Yeung Eric

[ElEaEs Paul Michael KENNEDY

ARE LAU Ka-Wai Frederick

Ak LAU Pak-Hung

ZEHTIR" LAW See-Chan Embrose*

TR LEE Kai-Tai (Ricky LEE)

RER LEUNG Wai-Sum (Terence LEUNG)
RER LI Richard Tsung-Yung

MRBER(C LIM Beng-Gin (Arthur LIM)

By MA Yuen-Lai Barbara

BEZ MAO Chi-Dor (Johnny MAO)

Bzt Nicholas John MAYHEW

EmE Blair Chilton PICKERELL

AT POON Clement

%H—I5 SUEN Yat-Ming Johnny

SEEpE SZE Tsai-To Robert

BRI TAM Wai-Hung David

e R WAN Ka Wai (Gary WAN)

TRz WANG Pak-Ling Gary

Alan Robert WEATHERSTON Alan Robert WEATHERSTON

SR Paul Franz WINKELMANN

=R WONG Chit-Kwan (Vincent WONG)

WONG Edmond WONG Edmond

=EE WONG Hon-Hing (Derek WONG)

TEE WONG Mei-Chun Phoebe

FrE WONG Shou-Yeh David

FraH WONG Tsu-Hing Harold

EED YAN Yun-Shum Grace

EN G YU Yuk-Wing Kenneth

RIRE YUEN Yat-To (Henry YUEN)

* BT/ ITBEERAASEHNBABDES * Those who have resigned/ceased as a Director of the relevant

5 o subsidiary(ies) of the Company.
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CONSOLIDATED INCOME STATEMENT

EZ 2023512 H31H L For the year ended 31 December 2023

ezl
Restated
o BoEE
LGB TFTU5R HK$’000 Note 2023 2022
FBWA Interest income 7 11,599,555 7,007,942
MEXZH Interest expense 7 (6,648,658)  (2,576,534)
SEFE WA Net interest income 4,950,897 4,431,408
ARFFE S ARE WA Fee and commission income 8 1,075,380 2,431,505
RBERAESZH Fee and commission expense 8 (224,131) (195,544)
FREERESWA Net fee and commission income 851,249 2,235,961
{RBEUSA Insurance revenue 9 935,891 838,035
R AR5 E A Insurance service expense 9 (668,039) (519,081)
FEBREREHAEZH Net expense from reinsurance contracts held 9 (190,052) (207,651)
1RISIRFEEE Insurance service result 77,800 111,303
L N Net trading income 10 193,597 17,385
HRERE UL A Net insurance finance income 9 10,368 24,769
HAhEEWA Other operating income 11 159,502 165,115
OB A 4838 Total operating income 6,243,413 6,985,941
EESH Operating expenses 12 (3,249,965)  (3,103,672)
10 F%i}ﬁi{ﬁﬁ#ﬁ‘gﬁz%?iiﬁ‘&ﬂ Operating profit before impairment losses 2,993,448 3,882,269
EERERE Credit impairment losses 15 (731,509) (803,854)
MR ETREREEEEZ Operating profit before gains and losses on
Wis R 58 AT 2 S8 i F) certain investments and fixed assets 2,261,939 3,078,415
HETERAEMEEEEZ Net gain/(loss) on disposal of premises and
FWE S (B518) other fixed assets 2,826 (2,451)
WEMEANTERE 2 FEE Net loss on fair value adjustment of investment
properties (72,957) (62,092)
HELUEFRAAT IR SREE L Net gain on disposal of financial assets at
e amortised cost - 24
PRI AT 2 24 Share of results of an associate 688,957 656,691
BENRREZ HEEIE Impairment loss on the investment in an
associate 25 (552,000) (1,683,000)
REIHEHEARIRE ZEIE Loss on deemed disposal of investment in an
associate (10) (10)
FE(LHEEIEHIER 2 #4& Share of results of jointly controlled entities 27,014 29,879
BRIR AT AR Profit before taxation 2,355,769 2,017,456
G Taxation 16 (286,883) (380,746)
FEEEF Profit for the year 2,068,886 1,636,710
DB - Attributable to:
ZN/NET] ) Shareholders of the Company 1,592,095 1,224,378
FREGIRERL SR Non-controlling interests 476,791 412,332
FEHF Profit for the year 2,068,886 1,636,710
SRZEA Earnings per share
HAK Basic 18 HK$4.99 HK$3.83
e Diluted 18 HK$4.11 HK$3.60
F119EEFH329B 2 MsF ARG EMIEIRER 2 — The notes on pages 119 to 329 are an integral part of these consolidated

BB o

financial statements.
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mEEEWEmR
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

EZ 2023512331 HIEEEE For the year ended 31 December 2023

el
Restated
LB TF (05T HKS’000 2023 2022
FREEF Profit for the year 2,068,886 1,636,710
FEEHMPEWE (B5i8) Other comprehensive income/(loss) for the year
AIAER B DER LA WEIRAIIER ¢ Items that may be reclassified to the consolidated
income statement:
EHRE Investments in securities
DATESTEEEES T AEMEE  Net change in fair value of debt instruments at fair
WmEH TR AT EEEFEE value through other comprehensive income 298,269 (834,505)
R R S s ARIENEE /AT Share of other comprehensive income/(loss) of an
Hth 2w (§518) associate accounted for using the equity method 248,924 (226,037)
DR ETEEEEETAEMETE  Netchange in allowance for expected credit losses
W EH LA AREEEE of debt instruments at fair value through other
EHEH)FEE comprehensive income 33,612 7,093
BRI IRERR IS Deferred income tax related to the above (43,181) 132,617
PBSeaty | (920832)
MEBIMEBU I IRRNERER Exchange differences arising on translation of the
financial statements of foreign entities (156,210) (719,178)
TEENMDBEEFRERGRENIES ! Items that will not be reclassified to the consolidated
income statement:
AT ESFEEEESTAEMEE  Net change in fair value of equity instruments at fair
WEMESEE TR ATFEES)FEE  value through other comprehensive income 1,990,036 (223,916)
BRI IEERIE Deferred income tax related to the above (150,168) 69,212
1839868 (154704
MERIER z EEEM2ENE, Other comprehensive income/(loss) for the year, net
(&518) of tax 2,221,282 (1,794,714)
HNpIER 2 EE2EWE (B518) Total comprehensive income/(loss) for the year, net
4azE of tax 4,290,168 (158,004)
DECUWT - Attributable to:
RIERIRERG B Non-controlling interests 836,183 133,323
RABIRRER Shareholders of the Company 3,453,985 (291,327)
NpREszEE2EIKRE (B8) Total comprehensive income/(loss) for the year, net
4aEE of tax 4,290,168 (158,004)
FL9BEEFENIBE MG EMBRER L — The notes on pages 119 to 329 are an integral part of these consolidated

o o financial statements.
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REMEINRR
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2023512531 H As at 31 December 2023

FEpl KE5|
Restated Restated
2023 20224 20224
12H31H 12H31H 1A1H
As at As at As at
izt  31December 31 December 1 January
LOBEFmlidm HK$°000 Note 2023 2022 2022
HE ASSETS
RERERTTAERR Cash and balances with banks 19 16,925,694 18,689,646 12,791,862
EIRTIE12ER REIHA Placements with banks maturing between one
PeZ and twelve months 4,092,372 10,143,916 4,613,803
FHER S BGRIIES Trading securities 20 1,739,841 562,161 4,425,384
DATESHEEHEEET A Financial assets at fair value through profit or
BRNEHEE loss 20 1,680,710 622,068 609,266
TEERMIA Derivative financial instruments 21 3,566,149 3,901,236 635,852
BIEEFREMIES Advances and other accounts 22 149,668,395 143,144,070 152,928,298
AT EStEEHESEET A Financial assets at fair value through other
HEthemlEremEE comprehensive income 23 45,741,844 42,046,836 46,398,268
LUBERM AT BRIIERREE  Financial assets at amortised cost 24 39,380,187 32,941,710 24,592,503
MENERE Investment in an associate 25 2,215,131 2,159,290 4,230,951
HEEHEERE Investments in jointly controlled entities 26 129,946 123,072 114,373
S Goodwill 28 785,774 785,774 785,774
B EE Intangible assets 28 92,390 92,390 80,927
TERAEMETEE Premises and other fixed assets 29 2,900,073 2,897,676 3,051,205
REM= Investment properties 30 709,859 782,816 760,256
BNHEARIEE E Current income tax assets 1,273 - -
RIS E Deferred income tax assets 37 158,923 266,415 70,852
BEAE Total assets 269,788,561 259,159,076 256,089,574
aE LIABILITIES
RITEM Deposits from banks 2,485,044 4,112,493 1,703,197
TEERMTA Derivative financial instruments 21 1,279,419 997,637 1,425,365
FHER B RENERE Trading liabilities 32 99,853 730,491 1,511,927
BERER Deposits from customers 33 206,535,360 198,574,909 194,921,713
BEITHERE Certificates of deposit issued 34 2,428,028 4,228,983 6,589,717
RIEEH Subordinated notes 35 5,916,645 3,801,495 4,128,446
HhiRE R T81E Other accounts and accruals 36 9,565,847 9,120,838 7,700,463
BRI EE Current income tax liabilities 287,152 297,641 162,365
EIERIBEE Deferred income tax liabilities 37 192,629 59,552 92,550
BaESE Total liabilities 228,789,977 221,924,039 218,235,743
K EQUITY
RIEHIRERL R Non-controlling interests 8,317,026 7,634,175 7,633,965
TATIRRRELES Equity attributable to the
Company’s shareholders
Az Share capital 39 4,226,215 4,248,559 4,248,559
HihfE (BIERERA) Other reserves (including retained earnings) 40 28,455,343 25,352,303 25,971,307
KRREE Shareholders’ funds 32,681,558 29,600,862 30,219,866
At Total equity 40,998,584 37,235,037 37,853,831
ERRaEaE Total equity and liabilities 269,788,561 259,159,076 256,089,574
EEEH20245 38 28 BHtb A RIS HEEE M © Approved and authorised for issue by the Board of Directors on 28
March 2024.
FaE =EE Gary Pak-Ling Wang Hon-Hing Wong
EF BT Director Managing Director
FII9BEFI9B 2 s AN iF S RFT 2 — The notes on pages 119 to 329 are an integral part of these consolidated
2L o financial statements.
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mEEmEER

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EZ 2023512331 HIEEEE For the year ended 31 December 2023

FAFRRE LD
Attributable to the shareholders
of the Company
B RIFHE
]
Az iR
Share
Capital and Rk
shares held [
forshare  Hffi#fs  REEF Non-  ##&3
award Other  Retained controlling Total
LOBEBT i8R HKS$’000 scheme reserves earnings interests equity
20235 1R1R%8  WZAIZHR Balance at 1 January 2023, as
previously reported 4,248,550 790,947 24,480,867 7,634,175 37,154,548
BEZEAYEREERFL175MFE Impact on transition to HKFRS 17 - - 80,489 - 80,489
2023F 151048 Balance at 1 January 2023 4,248,559 790,947 24,561,356 7,634,175 37,235,037
FEHH Profit for the year - - 1,592,095 476,791 2,068,886
FEEMEENE Other comprehensive income for the year - 1,861,890 - 359,392 2,221,282
R EEEER 2B 2 Shares purchased for share award scheme (23,797) - - - (23,797)
RSB IR B E Vesting of share for share award scheme 1,453 - (80) - 1,373
DARGHE S 1 AR 17 E 2 B R SR Provision for equity-settled share-based
2B compensation - 13,099 - 14 13,113
AR IERESRRS » EMDBLIATE  Reclassification of net change in fair value of
srEEHZH; AR ERE equity instruments at fair value through
MR TR ATELEFE other comprehensive income upon
derecognition - 87,395 (87,395) - -
REREEIMER M TAENE Reserves arising from distribution payment
ZIE of additional equity instruments - - 9,227 (9,227) -
—RME AR M E R R Dividend paid to non-controlling interests of
KRS asubsidiary - - - (144,119)  (144,119)
WREFIRE 2022 final dividend - - (258,532) - (258,532)
2023FHHEAR S 2023 interim dividend - - (114,659) - (114,659)
2023F 1283145 Balance at 31 December 2023 4,226,215 2,753,331 25,702,012 8,317,026 40,998,584
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KABRRELHED

mEEmEER
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

EZ 2023512 H31H L For the year ended 31 December 2023

Attributable to the shareholders Sape i
of the Company BE
WA HtE  REERA Non- @At
Share Other Retained  controlling Total
LB iom HKS’000 capital reserves earnings interests equity
2022F1A184585% > WZAIZHR Balance at 1 January 2022, as previously
reported 4,248,559 2,699,151 23,244,672 7,633,965 37,826,347
BEEEEMBREERNFLTRMZE Impact on transition to HKFRS 17 - - 27,484 - 27,484
20225151048 Balance at 1 January 2022 4,248,559 2,699,151 23,272,156 7,633,965 37,853,831
FEHF Profit for the year - - 1224378 412332 1,636,710
FEAMZEmER Other comprehensive loss for the year - (1,515,705) - (279,009)  (1,794,714)
DA S i AR A7 1R 2 B HEEREA Provision for equity-settled share-based
2R compensation - 399 - 60 459
R IEHERE > EMABMUATE  Reclassification of net change in fair value of
SrEEEEH;H ARMEE R equity instruments at fair value through
MR TAZ ATEESEE other comprehensive income upon
derecognition - (392,898) 392,898 - -
REREBIMERIETETBZ#E  Reserves arising from distribution payment
of additional equity instruments - - 10,674 (10,674) -
—ENE AR R ERERR Dividend paid to non-controlling interests of
TRERE asubsidiary - - - (122,499) (122,499)
2021 KRS 2021 final dividend - - (233,290) - (233,290)
2022 R 2022 interim dividend - - (105,460) - (105,460)
2022F 12831 HEE &R Balance at 31 December 2022 4,248,559 790,947 24561356 7,634,175 37,235,037
F119EEH39B 2 MsFH ARG EMBIRER 2 — The notes on pages 119 to 329 are an integral part of these consolidated

o o

financial statements.
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%\?giﬁﬁ;ﬁémﬂ %ﬁ
CONSOLIDATED STATEMENT OF CASH FLOWS

EZ 2023512331 HIEEEE For the year ended 31 December 2023

==l
FdEE Restated

LCBBET s HK$°000 Note 2023 2022
REFHZRERE Cash flows from operating activities
&SRS (FRA)  MAIREFE8 Net cash (used in)/from operating activities 41(a) (2,098,907) 5,683,163
KREEEBZHERE Cash flows from investing activities
BERBEMENEMEEEE Purchase of investment properties and other

fixed assets (281,073) (269,478)
HETEREMEEEEMMSIE Proceeds from disposal of premises and other

fixed assets 17,815 214
BUHEESIBRR R EAEIRE Dividend received from jointly controlled

entities and associate 218,377 230,664
KRB BB AIRE P58 Net cash used in investing activities (44,881) (38,600)
MEEBZRERE Cash flows from financing activities
FITREGER Issue of subordinated notes 41(c) 1,939,796 -
GiEN= =L WANEN Payment of lease liabilities (150,078) (149,640)
B ETREER Interest paid on subordinated notes and debt

Fia#RS 2 E securities issued 41(c) (309,761) (164,342)
—RME AR A2 IR Dividend paid to non-controlling interests of a
TR R subsidiary (144,116) (122,499)

IKERAB] 7 ZBRKRE Dividend paid on ordinary shares of the

Company (373,191) (338,750)
BMEESAA (FTR) IR 348 Net cash from/(used in) financing activities 962,650 (775,231)
HERZERTESER GF2L) IEI5E%E Net (decrease)/increase in cash and cash

equivalents (1,181,138) 4,869,332
FREREFRREIEE Cash and cash equivalents at beginning of

the year 21,427,656 16,849,228
EXEE 8 Effect of foreign exchange rate changes 5,993 (290,904)
FHRRERZEFRSIER Cash and cash equivalents at end of theyear 41(b) 20,252,511 21,427,656
FL9BEFEIB 2 W AGREMBIRKR 2 — The notes on pages 119 to 329 are an integral part of these consolidated
#hoy o financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. —RER

KrERERBRAR (TARE)) BEMNBAT
(MABIAEH ) TEH - BFIRPEEMHIET -
g~ SRV EMABRIARTS o

FTRF—HEEBAEMIKREZERATR > Mt
AT S T 2 EARE R 2485 AT S RAA026
E

BrB AFERRSN > IR A M B RRMLUBE T ol
PR WERR2024F3F28HES EFHUERRK ©

2. EXEHEREE

DUF iR AR BRI RN . T2 G 5HEER »
Fr= AR - EIBTEMEEREFTRME L -

2.1 RRIEAE

FERZGEEVBREREREBGSMAE (T
BESENAE)) FIEMZ EBMBREER (T
BYFREER ) > HEEBENNEBMBREE
Al BB ER ((EBGER)) UKHERE
ZHE)  EREBRMZ G RIREBRER
BIFE622ETMARSL ©

—~ o~

&
&)

IR EMBRETVRIBELRAB R ERR > I
I AFEIRZ B BEKREYE  IAFE
StERHEHF AHMEE N (TUATEFE
BHEFHFAHMEE W) WEMEE - F1F
RZBRZEWEEREREENUAFESNE
BEESFt \BENEREEREREE (BT
ATER) ZE-IFLHRE -

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.

The Company is an investment holding company incorporated in
Hong Kong. The address of its registered office is 26th Floor, Dah Sing
Financial Centre, No. 248 Queen’s Road East, Wanchai, Hong Kong.

These consolidated financial statements are presented in thousands
of Hong Kong dollars (HK$’000), unless otherwise stated. These
consolidated financial statements have been approved for issue by the
Board of Directors on 28 March 2024.

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these
consolidated financial statements are set out below. These policies
have been consistently applied to all the reporting years presented,
unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have been
prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”, which is a collective term and includes individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and Interpretations) issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the requirements of the Hong
Kong Companies Ordinance Cap. 622.

These consolidated financial statements have been prepared under the
historical cost convention, as modified by the revaluation of investment
properties, financial assets at fair value through other comprehensive
income (“FVOCI”), financial assets and financial liabilities held for
trading, and financial assets and financial liabilities (including derivative
instruments) at fair value through profit or loss, which are carried at fair
value.
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2.1 RREZE ()
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.1 Basis of preparation (Continued)

The preparation of consolidated financial statements in conformity
with HKFRSs requires the use of certain critical accounting estimates.
It also requires management to exercise its judgement in applying
the Group’s accounting policies. Changes in assumptions may have
a significant impact on the consolidated financial statements in
the period the assumptions change. Management believes that the
underlying assumptions are appropriate and that the consolidated
financial statements therefore present the financial position and results
fairly. The areas involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are significant to the
consolidated financial statements are disclosed in Note 4.

(a) New and amended standards adopted by the Group

The Group has applied the following new and amended standards
to its annual reporting period commencing 1 January 2023:

- HKAS 1 and HKFRS Practice Statement 2 (Amendments) -
Disclosure of Accounting Policies

- HKAS 8 (Amendments) - Definition of Accounting Estimates

- International Tax Reform - Pillar Two Model Rules -
amendments to HKAS 12

- Deferred Tax related to Assets and Liabilities arising from a
Single Transaction - amendments to HKAS 12

- HKFRS 17, “Insurance Contracts”

None of these has a significant effect on the consolidated
financial statements of the Group, except the following.



2.1

EXEHEREE (B)

RREE (R

(FF) ZEBEIRAZHTRANETTER
(#)

BB SR EHENE 125K ERHILE
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W o FEIITFRER I RELERKENLE
E&EIE > BB R2025FEHE © Rk
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2.1

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Basis of preparation (Continued)

(a) New and amended standards adopted by the Group
(Continued)

Adoption of amendments to HKAS 12 International Tax
Reform

Amendments to HKAS 12 International Tax Reform - Pillar Two
Model Rules apply to income taxes arising from tax law enacted
or substantively enacted to implement the Pillar Two model
rules published by the Organisation for Economic Co-operation
and Development (“OECD”). The Group is within the scope of
the OECD Pillar Two model rules. Pillar Two legislation has
been enacted in some tax jurisdictions in the world and will be
implemented in Hong Kong in 2025. Under the legislation, the
Group is liable to pay a top-up tax for the difference between
the Global Anti-Base Erosion Proposal (“GloBE”) effective tax
rate for each tax jurisdiction and the 15% minimum tax rate. The
Group has applied the exception to recognising and disclosing
information about deferred income tax assets and liabilities
related to Pillar Two income taxes and there is no current tax
expenses for the year ended 31 December 2023 under Pillar Two
legislation.

Due to the complexities in applying the legislation and calculating
GloBE income, the quantitative impact of the legislation on
the Group is not yet reasonably estimable. The Group plans to
conduct further analyses and may engage tax specialists to assist
itin applying the legislation.
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2.1

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Basis of preparation (Continued)

(a) New and amended standards adopted by the Group
(Continued)

Adoption of HKFRS 17

HKFRS 17 was issued in May 2017 as replacement for HKFRS 4
Insurance Contracts. It requires a current measurement model
where estimates are remeasured in each reporting period.
Contracts are measured using the building blocks of:

. discounted probability-weighted cash flows,
. an explicit risk adjustment, and

. a contractual service margin (“CSM”) representing the
unearned profit of the contract which is recognised as
revenue over the coverage period.

The standard allows a choice between recognising changes in
discount rates either in the consolidated income statement or
directly in other comprehensive income. The Group has elected
to report these changes in the consolidated income statement.

An optional, simplified premium allocation approach is permitted
for the recognition of liability for the remaining coverage for
short-duration contracts, which are often written by non-life
insurers. The Group has applied this simplified approach for
insurance contracts which qualify for this option, and has used
the general measurement model to account for all the other

insurance contracts.

In accordance with the transitional arrangements specified
in HKAS 8 and HKFRS 17, the Group has adopted HKFRS 17
retrospectively and restated comparatives from the transition
date of 1 January 2022.



2. EXGHBREE (@ 2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)
2.1 REEEGR) 2.1 Basis of preparation (Continued)
() ZEFEHRPZHRASIETESR (a) New and amended standards adopted by the Group
(4&) (Continued)
FME BT EERELTIR (B) Adoption of HKFRS 17 (Continued)
TREHR2022F1F1HBER » FEIR The following table summarises the impact, net of tax, arising
REBUBRSENBITREBHRSEE from transition to HKFRS 17 on the opening balances of the
BERBVRBELENREBRE . consolidated balance sheet at the transition date as at 1 January
2022:
NS RBREENELTR
Adoption of HKFRS 17
BAEENE  BUSENE
WERRFELE REEIFLTR
ZBE AOREER
MZA#E  Replacement  Establishment
As previously of HKFRS 4 of HKFRS 17 =]
LB 5 HK$'000 reported liabilities CSM As restated
120214128310 K20224F181H  Asat 31 December 2021 and 1 January 2022
— BER - Total assets 256,530,989 (441,415) - 256,089,574
— Hrh RIBEFREMEEE— - of which: Advances and other accounts -
Htr&EE Other assets 153,369,713 (441,415) - 152,928,298
— B8ERs - Total liabilities 218,704,642 (458,864) (10,035) 218,235,743
— Hrp AftERE R TBE - - of which: Other accounts and accruals -
HitaExkER Other liabilities and accruals 8,169,362 (458,864) (10,035) 7,700,463
- KREL A - Total shareholders’ funds 30,192,382 17,449 10,035 30,219,866
— B REERF - of which: Retained earnings 23,244,672 17,449 10,035 23,272,156
120224128310 /&20235F181H  Asat 31 December 2022 and 1 January 2023
— BER - Total assets 259,846,686 (687,610) - 259,159,076
— Hrh RIBEFREMEEE— - of which: Advances and other accounts -
Htr&E Other assets 143,831,680 (687,610) - 143,144,070
- BRAE - Total liabilities 222,692,138 (668,915) (99,184) 221,924,039
— Hrp AftERE R TBE - - of which: Other accounts and accruals -
HiteERER Other liabilities and accruals 9,888,937 (668,915) (99,184) 9,120,838
ot k= - Total shareholders’ funds 29,520,373 (18,695) 99,184 29,600,862
— B REERF - of which: Retained earnings 24,480,867 (18,695) 99,184 24,561,356
HE202F10A31HIEFE For the year ended 31 December 2022
— KB RERE L ET) - Profit attributable to shareholders of the
Company 1,171,373 41,204 11,801 1,224,378
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2. EAGHBEME(E) 2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)
2.1 REEEGR) 2.1 Basis of preparation (Continued)
() ZEFEHRPZHRASIETER (a) New and amended standards adopted by the Group
(%) (Continued)
RANERITFREERNFEL1TR (B) Adoption of HKFRS 17 (Continued)
RIEEEMBREERFL1TS > RRRE Under HKFRS 17, insurance premium income is spread over time.
WA SPERF D # > PREESRRIURAZS (i) AR 2R The revenue recognised is the sum of (i) present value of future
BEMEMNIRE > AREARERD ; (i) cash flows net of any investment components; (ii) reduction in
R BEEEEBIHIR 5 MU (i) RS R E risk adjustment; and (iii) release of CSM (i.e. unearned profit
PR (B E B RE RS RFSHAR which the Group will recognise as it provides services under the
SRR BEIRF)E) 2 4840 o insurance contracts).
TREIEE2022F12H31H > TEERAS The following table summarises the impact, net of tax, arising
EAVBEREENSITREHGEAEES from transition to HKFRS 17 on the balances of the consolidated
BRIAVSRBREENRETE balance sheet as at 31 December 2022.
HIEHRE
MzEERE ZERIELTH
As previously  Adoption of KB
LOBEF T idm HK$°000 reported HKFRS 17  Asrestated
$£20225F12831H 522023F 185 1H As at 31 December 2022 and 1 January 2023
—BEASS - Total assets 259,846,686 (687,610) 259,159,076
—Hi  FIEERREMRE - of which: Advances and other accounts 143,831,680 (687,610) 143,144,070
—BE&E - Total liabilities 222,692,138 (768,099) 221,924,039
—Hrp : EfthERE K TER - of which: Other accounts and accruals 9,888,937 (768,099) 9,120,838
—RREEEET - Total shareholders’ funds 29,520,373 80,489 29,600,862
—Hr  (REEA - of which: Retained earnings 24,480,867 80,489 24,561,356
HE2022F128310IEFE For the year ended 31 December 2022
— AR BRG] - Profit attributable to shareholders of the
Company 1,171,373 53,005 1,224,378
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2.1

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Basis of preparation (Continued)

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

Certain amendments to accounting standards and interpretation
have been published that are not mandatory for 31 December
2023 reporting periods and have not been early adopted by the
Group:

- HKAS 1 (Amendments) - Classification of Liabilities as

Current or Non-current

- HKAS 1 (Amendments) - Non-current Liabilities with
Covenants

- HKFRS 16 (Amendments) - Lease Liability in a Sale and
Leaseback

- HK Interpretation 5 (Revised) - Presentation of Financial
Statements - Classification by the Borrower of a Term Loan
that Contains a Repayment on Demand Clause

- HKAS 7 and HKFRS 7 (Amendments) - Supplier Finance
Arrangements

- HKAS 21 (Amendments) - Lack of Exchangeability

- HKFRS 10 and HKAS 28 (Amendments) - Sale or
Contribution of Assets between an Investor and its Associate
or Joint Venture

These amendments are not expected to have material impact
on the Group in the current or future reporting periods and on
foreseeable future transactions.

There are no other HKFRSs or interpretations that are effective from

1 January 2023 or not yet effective that would be expected to have a

material impact on the Group.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Consolidation

The consolidated financial statements include the financial statements
of the Company and all its subsidiaries made up to 31 December.

(a) Subsidiaries

A subsidiary is an entity (including a structured entity) over which
the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those
returns through its power over the entity. Subsidiaries are
consolidated from the date on which control is transferred to
the Group. They are deconsolidated from the date that control
ceases.

The acquisition method of accounting is used to account
for business combinations by the Group. The consideration
transferred for the acquisition of a subsidiary is the fair values
of the assets transferred, the liabilities incurred and the equity
interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from
a contingent consideration arrangement. Acquisition-related
costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis,
the Group recognises any non-controlling interest in the
acquiree either at fair value or at the non-controlling interest’s
proportionate share of the acquiree’s net assets.

The excess of the consideration transferred, the amount of any
non-controlling interest in the acquiree and the acquisition-date
fair value of any previous equity interest in the acquiree over
the fair value of the Group’s share of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration
transferred, non-controlling interest recognised and previously
held interest measured is less than the fair value of the net assets
of the subsidiary acquired in the case of a bargain purchase, the
difference is recognised directly in the consolidated statement of
comprehensive income.
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2.2

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Consolidation (Continued)

(a) Subsidiaries (Continued)

Inter-company transactions, balances and unrealised gains
on transactions between group companies are eliminated.
Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the
Group.

Impairment testing of the investments in subsidiaries is required
upon receiving a dividend from these investments if the dividend
exceeds the total comprehensive income of the subsidiary in
the period the dividend is declared or if the carrying amount of
the investment in the separate financial statements exceeds the
carrying amount in the consolidated financial statements of the
investee’s net assets including goodwill.

(b) Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as
transactions with equity holders of the Company. For purchases
from non-controlling interests, the difference between any
consideration paid and the relevant share acquired of the
carrying value of net assets of the subsidiary is recorded in equity.
Gains or losses on disposals to non-controlling interests are also
recorded in equity.

When the Group ceases to have control, any retained interest
in the entity is remeasured to its fair value, with the change in
carrying amount recognised in profit or loss. The fair value is
the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture
or financial asset. In addition, any amounts previously recognised
in other comprehensive income in respect of that entity are
accounted for as if the Group had directly disposed of the related
assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are reclassified to
profit or loss.
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2.2

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Consolidation (Continued)
(c) Associates

Associates are all entities over which the Group has significant
influence but not control. Investments in associates are
accounted for using the equity method of accounting and are
initially recognised at cost. The Group’s investment in an associate
includes goodwill (net of any accumulated impairment loss)
identified on acquisition.

The Group’s share of its associates’ post-acquisition profits or
losses is recognised in the consolidated income statement, and
its share of post-acquisition movements in reserves is recognised
in reserves. The cumulative post-acquisition movements are
adjusted against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds
its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the
associates.

The Group determines at each reporting date whether there is
any objective evidence that the investment in the associate is
impaired. If this is the case, the Group calculates the amount of
impairment as the difference between the recoverable amount of
the associate and its carrying value and recognises the amount
adjacent to “share of results of an associate” in the consolidated

income statement.

Unrealised gains on transactions between the Group and its
associates are eliminated to the extent of the Group’s interest
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed
where necessary to ensure consistency with the policies adopted
by the Group.

Dilution gains and losses in associate are recognised in the
consolidated income statement.

In the Company’s statement of financial position, the investments
in associates are stated at cost less provision for impairment
losses. The results of associates are accounted for by the
Company on the basis of dividends received and receivable.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.2 Consolidation (Continued)

(d) Jointly controlled entities

A joint venture is a contractual arrangement whereby the Group
and other parties undertake an economic activity, which is
subject to joint control and none of the participating parties has
unilateral control over the economic activity.

The results and assets and liabilities of jointly controlled entities
are accounted for using equity method of accounting. The
consolidated income statement includes the Group’s share of
the results of jointly controlled entities for the year, and the
consolidated statement of financial position includes the Group’s

share of the net assets of the jointly controlled entities.

2.3 Interestincome and expense

Interest income and expense are recognised in the consolidated income
statement for all debt instruments measured at amortised cost and fair
value through other comprehensive income using the effective interest
method.

The effective interest method is a method of calculating the amortised
cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future
cash payments or receipts through the expected life of the financial
instrument or, when appropriate, a shorter period to the net carrying
amount of the financial asset or financial liability. When calculating the
effective interest rate, the Group estimates cash flows considering all
contractual terms of the financial instrument (for example, prepayment
options) but does not consider future credit losses. The calculation
includes all fees and points paid or received between parties to
the contract that are an integral part of the effective interest rate,
transaction costs and all other premiums or discounts.

Once a financial asset or a group of similar financial assets has been
written down as a result of an impairment loss, interest income is
recognised using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.4 Fee and commission income and expense

Fee and commission income from contracts with customers is
measured based on the consideration specified in a contract with a
customer. The Group recognises revenue when it transfers control over

aservice to a customer.

Fees for ongoing account management, custody services and other
servicing fees that are continuously provided over an extended period
of time are recognised on systematic basis over the period the service is
provided.

Revenue related to transaction-based arrangements such as
interchange, broking services and import or export services is
recognised at the point in time when the transaction takes place.

2.5 Dividend income

Dividends are recognised in the consolidated income statement when
the Group’s right to receive payment is established.

2.6 Financial assets and liabilities
Measurement methods
Amortised cost and effective interest rate

The amortised cost is the amount at which the financial asset or
financial liability is measured at initial recognition minus the principal
repayments, plus or minus the cumulative amortisation using the
effective interest method of any difference between that initial amount
and the maturity amount and, for financial assets, adjusted for any loss
allowance.

The effective interest rate is the rate that exactly discounts estimated
future cash payments or receipts through the expected life of the
financial asset or financial liability to the gross carrying amount of a
financial asset (i.e. its amortised cost before any impairment allowance)
or to the amortised cost of a financial liability. The calculation does
not consider expected credit losses and includes transaction costs,
premiums or discounts and fees and points paid or received that are
integral to the effective interest rate, such as origination fees. For
purchased or originated credit-impaired financial assets (assets that
are credit-impaired at initial recognition) the Group calculates the
credit-adjusted effective interest rate, which is calculated based on
the amortised cost of the financial asset instead of its gross carrying
amount and incorporates the impact of expected credit losses in
estimated future cash flows.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.6 Financial assets and liabilities (Continued)

Measurement methods (Continued)
Amortised cost and effective interest rate (Continued)

When the Group revises the estimates of future cash flows, the carrying
amount of the respective financial asset or financial liability is adjusted
to reflect the new estimate discounted using the original effective
interest rate. Any changes are recognised in profit or loss.

Initial recognition and measurement

Financial assets and financial liabilities are recognised when the entity
becomes a party to the contractual provisions of the instrument.
Regular way purchases and sales of financial assets are recognised on
trade-date, the date on which the Group commits to purchase or sell
the asset.

At initial recognition, the Group measures a financial asset or financial
liability at its fair value plus or minus, in the case of a financial asset
or financial liability not at fair value through profit or loss, transaction
costs that are incremental and directly attributable to the acquisition
or issue of the financial asset or financial liability, such as fees and
commissions. Transaction costs of financial assets and financial
liabilities carried at fair value through profit or loss are expensed in
profit or loss. Immediately after initial recognition, an expected credit
loss (“ECL”) allowance is recognised for financial assets measured at
amortised cost and investments in debt instruments measured at FVOCI
which results in an accounting loss being recognised in profit or loss
when an asset is newly originated.

When the fair value of financial assets and liabilities differs from the
transaction price on initial recognition, the Group recognises the
difference as follows:

(@)  When the fair value is evidenced by a quoted price in an active
market for an identical asset or liability (i.e. a Level 1 input)
or based on a valuation technique that uses only data from
observable markets, the difference is recognised as a gain or loss.

(b) In all other cases, the difference is deferred and the timing of
recognition of deferred day one profit or loss is determined
individually. It is either amortised over the life of the instrument,
deferred until the instrument’s fair value can be determined using

market observable inputs, or realised through settlement.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.6 Financial assets and liabilities (Continued)

Financial assets

(i) Classification and subsequent measurement

The Group classifies its financial assets in the following
measurement categories:

. Fair value through profit or loss (including held for trading);
. Fair value through other comprehensive income; or
. Amortised cost.

The classification requirements for debt and equity instruments
are described below:

Debt instruments

Debt instruments are those instruments that meet the definition
of a financial liability from the issuer’s perspective, such as
loans, government and corporate bonds and trade receivables
purchased from clients in factoring arrangements.

Classification and subsequent measurement of debt instruments

depend on:
. the Group’s business model for managing the asset; and
. the cash flow characteristics of the asset.
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Amortised cost: Assets that are held for collection of
contractual cash flows where those cash flows represent
solely payments of principal and interest (“SPPI”), and
that are not designated at fair value through profit or loss
(“FVPL”), are measured at amortised cost. The carrying
amount of these assets is adjusted by any ECL allowance
recognised and measured as described in section (ii) below.
Interest income from these financial assets is calculated
using the effective interest rate method.

FVOCI: Financial assets that are held for collection of
contractual cash flows and for selling the assets, where
the assets’ cash flows represent SPPI, and that are not
designated at FVPL, are measured at FVOCI. Movements
in the carrying amount are taken through other
comprehensive income (“OCI”), except for the recognition
of impairment gains or losses, interest revenue and foreign
exchange gains and losses on the instrument’s amortised
cost which are recognised in profit or loss. When the
financial asset is derecognised, the cumulative gain or loss
previously recognised in OCl is reclassified from equity to
profit or loss. Interest income from these financial assets is
calculated using the effective interest rate method.

FVPL: Assets that do not meet the criteria for amortised
cost or FVOCI are measured at FVPL. A gain or loss on a debt
investment that is subsequently measured at FVPL and is
not part of a hedging relationship is recognised in profit or
loss and presented in the consolidated income statement
in the period in which it arises.
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2.6 TMEEREREGE)

2.6 Financial assets and liabilities (Continued)
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BHEEB) Financial assets (Continued)
(i) PERHEHEBEZEEGEE) (i) Classification and subsequent measurement (Continued)
EFETAGE) Debt instruments (Continued)

Business model: the business model reflects how the Group
manages the assets in order to generate cash flows. That is,
whether the Group’s objective is solely to collect the contractual
cash flows from the assets or is to collect both the contractual
cash flows and cash flows arising from the sale of assets. If neither
of these is applicable (e.g. financial assets are held for trading
purposes), then the financial assets are classified as part of “other”
business model and measured at FVPL. Factors considered by the
Group in determining the business model for a group of assets
include past experience on how the cash flows for these assets
were collected, how the asset’s performance is evaluated and
reported to key management personnel, how risks are assessed
and managed and how managers are compensated. Securities
held for trading are held principally for the purpose of selling in
the near term or are part of a portfolio of financial instruments
that are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking. These securities
are classified in the “other” business model and measured at
FVPL.

SPPI: Where the business model is to hold assets to collect
contractual cash flows or to collect contractual cash flows and
sell, the Group assesses whether the financial instruments’ cash
flows represent solely payments of principal and interest (the
“SPPI test”). In making this assessment, the Group considers
whether the contractual cash flows are consistent with a basic
lending arrangement (i.e. interest includes only consideration
for the time value of money, credit risk, other basic lending
risks and a profit margin that is consistent with a basic lending
arrangement). Where the contractual terms introduce exposure
to risk or volatility that are inconsistent with a basic lending
arrangement, the related financial asset is classified and
measured at FVPL.

BRBMTETEZSREE > BBETHRS Financial assets with embedded derivatives are considered in
MeSMBAE R E 2 BN UEERSE their entirety when determining whether their cash flows are
e o SPPI.
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2. EBEAZHBEREEGE) 2. SUMMARY OF MATERIAL ACCOUNTING POLICIES

(CONTINUED)
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2.6 Financial assets and liabilities (Continued)

BHEEB) Financial assets (Continued)
(i) PERHEHEBEZEEGEE) (i) Classification and subsequent measurement (Continued)
EFETAGE) Debt instruments (Continued)
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The Group reclassifies debt investments when and only when
its business model for managing those assets changes. The
reclassification takes place from the start of the first reporting
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Equity instruments are instruments that meet the definition of
equity from the issuer’s perspective; that is, instruments that do
not contain a contractual obligation to pay and that evidence
a residual interest in the issuer’s net assets. Examples of equity

instruments include basic ordinary shares.

The Group subsequently measures all equity investments at
fair value through profit or loss, except where the Group’s
management has elected, at initial recognition, to irrevocably
designate an equity investment at fair value through other
comprehensive income. When this election is used, fair value
gains and losses are recognised in OCI and are not subsequently
reclassified to profit or loss, including on disposal. Dividends,
when representing a return on such investments, continue to be
recognised in profit or loss as other income when the Group’s

right to receive payment is established.

Gains and losses on equity investments at FVPL are included in
the “Net trading income” in the consolidated income statement.
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Financial assets (Continued)
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(ii) Impairment

The Group assesses on a forward-looking basis the ECL associated
with its debt instrument assets carried at amortised cost and
FVOCI and with the exposures arising from loans to customers,
loan commitments and financial guarantee contracts. The Group
recognises a loss allowance for such losses at each reporting
date. The measurement of ECL reflects:

. An unbiased and probability-weighted amount that is
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without undue cost or effort at the reporting date about
past events, current conditions and forecasts of future
economic conditions.

Impairment allowance of financial assets measured at amortised
cost is presented as a deduction from the gross carrying amount
of the assets. Impairment allowance of loan commitments and
financial guarantee contracts is recognised as a provision as
part of “Other accounts and accruals”. The carrying amount of
debt instruments measured at FVOCI is their fair value. Their
impairment allowance is recognised as part of “Investment
revaluation reserve”.

Note 3.2.2 provides more details of how the ECL allowance is
measured.
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2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)
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(iii) Modification of loans

The Group sometimes renegotiates or otherwise modifies
the contractual cash flows of loans to customers. When this
happens, the Group assesses whether or not the new terms are
substantially different to the original terms. The Group does this
by considering, among others, the following factors:

. If the borrower is in financial difficulty, whether the

modification merely reduces the contractual cash flows to

TMEENEEE © amounts the borrower is expected to be able to pay.
. BAEMAEAEARFGER > FlNE . Whether any substantial new terms are introduced, such as
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a profit share/equity-based return that substantially affects
the risk profile of the loan.

. Significant extension of the loan term when the borrower is

not in financial difficulty.

. R BEBAREE o . Significant change in the interest rate.
. ERNEEEE 2 EE o . Change in the currency the loan is denominated in.
. MMAZIER G~ EMiERYSAIEE . Insertion of collateral, other security or credit
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enhancements that significantly affect the credit risk
associated with the loan.

If the terms are substantially different, the Group derecognises
the original financial asset and recognises a “new” asset at
fair value and recalculates a new effective interest rate for the
asset. The date of renegotiation is consequently considered
to be the date of initial recognition for impairment calculation
purposes, including for the purpose of determining whether a
significant increase in credit risk has occurred. However, the
Group also assesses whether the new financial asset recognised is
deemed to be credit-impaired at initial recognition, especially in
circumstances where the renegotiation was driven by the debtor
being unable to make the originally agreed payments. Differences
in the carrying amount are also recognised in profit or loss as a
gain or loss on derecognition.
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2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)

(iii) ErkfEk (&)

BIFRREERER » ENHENELTE
SIBAEEEESD - A KB EREELER]
ZRENEMAEREARE » WU AR
PMERLZ W SRR o MERERE N IZRE

ﬁ“ﬁFlJT(‘}Zﬁ%)\%FEE’MD SRETME
EREEREBERNZX) REERZIR
ﬁ?}uﬂfﬁ%ﬁﬁﬁ °

(iv) BRIEESMZ HIEHFERR

ENBEREIREREZ SEN TR -
HEHDRBBR() A EREAMERES
T2 P BUER B [Bl 3 o (i) A = B R 858
RERMIRE AR ZFIA REANEIHR K4
EE R B IEGIER 0 SREE (FHEEP
17) BNHSAIEEFERD o

EREENETRETRECEERERE
M SHIERBAE T XNZFRERTH
BRI ST ffi)ﬁ’z%ki@?}%ﬁﬁﬁ ﬂliﬁ)i’z
B3R > B2FER 57 G5 | R i8]
R WEAER !

. FRIFCIEE ETUNEMESEEEE » DR

WS MR EE

« WELHEWRIREE &

. FERAEEEAIE TEHKIREE
EZERRE -

RITERIERARAT 2023FF4R

(iii) Modification of loans (Continued)

If the terms are not substantially different, the renegotiation or
modification does not result in derecognition, and the Group
recalculates the gross carrying amount based on the revised
cash flows of the financial asset and recognises a modification
gain or loss in profit or loss. The new gross carrying amount
is recalculated by discounting the modified cash flows at the
original effective interest rate (or credit-adjusted effective interest
rate for purchased or originated credit-impaired financial assets).

(iv) Derecognition other than on a modification

Financial assets, or a portion thereof, are derecognised when
the contractual rights to receive the cash flows from the assets
have expired, or when they have been transferred and either
(i) the Group transfers substantially all the risks and rewards
of ownership, or (ii) the Group neither transfers nor retains
substantially all the risks and rewards of ownership and the
Group has not retained control.

The Group enters into transactions where it retains the
contractual rights to receive cash flows from assets but assumes
a contractual obligation to pay those cash flows to other entities
and transfers substantially all of the risks and rewards. These
transactions are accounted for as “pass through” transfers that

result in derecognition if the Group:

. Has no obligation to make payments unless it collects

equivalent amounts from the assets;

. Is prohibited from selling or pledging the assets; and

. Has an obligation to remit any cash it collects from the

assets without material delay.
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2.6 Financial assets and liabilities (Continued)

Financial assets (Continued)
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(iv) Derecognition other than on a modification (Continued)

Collateral (shares and bonds) furnished by the Group under
standard repurchase agreements and securities lending and
borrowing transactions are not derecognised because the
Group retains substantially all the risks and rewards on the
basis of the predetermined repurchase price, and the criteria
for derecognition are therefore not met. This also applies to
certain securitisation transactions in which the Group retains a
subordinated residual interest.

When the contractual rights to receive the cash flows from the
assets have been transferred, and the Group neither transfers
nor retains substantially all the risks and rewards of ownership,
and the Group has retained control of the transferred assets, the
Group applies continuing involvement approach.

Under this approach, the Group continues to recognise the
transferred asset to the extent of its continuing involvement
and recognise the associated liability, to reflect the rights and
obligations retained by the Group. The net carrying amount of
the transferred asset and associated liability is: (a) the amortised
cost of the rights and obligations retained by the Group, if the
transferred asset is measured at amortised cost; or (b) equal to
the fair value of the rights and obligations retained by the Group
when measured on a stand-alone basis, if the transferred asset is
measured at fair value.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.6 Financial assets and liabilities (Continued)
Financial liabilities
(i) Classification and subsequent measurement

In both the current and prior period, financial liabilities are
classified and subsequently measured at amortised cost, except
for:

. Financial liabilities at fair value through profit or loss: this
classification is applied to derivatives, financial liabilities
held for trading (e.g. short positions in the trading booking)
and other financial liabilities designated as such at
initial recognition. Gains or losses on financial liabilities
designated at fair value through profit or loss are presented
partially in other comprehensive income (the amount
of change in the fair value of the financial liability that is
attributable to changes in the credit risk of that liability,
which is determined as the amount that is not attributable
to changes in market conditions that give rise to market
risk) and partially profit or loss (the remaining amount of
change in the fair value of the liability). This is unless such
a presentation would create, or enlarge, an accounting
mismatch, in which case the gains and losses attributable to
changes in the credit risk of the liability are also presented
in profit or loss;

. Financial liabilities arising from the transfer of financial
assets which did not qualify for derecognition, or when
the continuing involvement approach applies. When the
transfer of financial asset did not qualify for derecognition,
a financial liability is recognised for the consideration
received for the transfer. In subsequent periods, the Group
recognises any expense incurred on the financial liability;
when continuing involvement approach applies; and

. Financial guarantee contracts and loan commitments.
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(ii) Derecognition

Financial liabilities are derecognised when they are extinguished
(i.e. when the obligation specified in the contract is discharged,
cancelled or expires).

The exchange between the Group and its original lenders of
debt instruments with substantially different terms, as well
as substantial modifications of the terms of existing financial
liabilities, are accounted for as an extinguishment of the original
financial liability and the recognition of a new financial liability.
The terms are substantially different if the discounted present
value of the cash flows under the new terms, including any
fees paid net of any fees received and discounted using the
original effective interest rate, is at least 10% different from the
discounted present value of the remaining cash flows of the
original financial liability. In addition, other qualitative factors,
such as the currency that the instrument is denominated in,
changes in the type of interest rate, new conversion features
attached to the instrument and change in covenants are also
taken into consideration. If an exchange of debt instruments or
modification of terms is accounted for as an extinguishment, any
costs or fees incurred are recognised as part of the gain or loss
on the extinguishment. If the exchange or modification is not
accounted for as an extinguishment, any costs or fees incurred to
adjust the carrying amount of the liability are amortised over the
remaining term of the modified liability.

Dah Sing Financial Holdings Limited Annual Report 2023

141



142

2. EXEHEREZE (@)

2.7 MFIRFREHORERERE

MR AREORIEET A ANEIEEEH AR
RIEEH SRR N EMESR ARG
BEAXMEERBENENERRZ G4 - ZFH
BEARIARELIZTIRT - SRBEREME
BELUEREER « B KRHMIRTES -

HRFERENRINUATEFERERIE TR
ELzBeEHE !

. FIEERHZ S &

. YRTERRE I B RN E B HIRE
ZRHF155(FERBRWA) R THERZ
HEA o

FEBIRHZ ETURIEUBIRER Z SHETE -
REMWEFREREREURRERTSMEXZ
BR MRS RUR AN T R TE
S TURERAE

REREERMBREERGOMES » HREHTHE
B o AT > B ERRRIEREEZGH
R A BT REUE 2 E MM R ERMA T 0 B s Al R 12
BURIEREREM Y 2 TREIE B RE1E » RIZBURKEZ
FRIEEBENEREMZ HEER—LHER -
HWEHZRREEHEEREMZREFE B
HIEERET SR

RITERIERARAT 2023FF4R

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.7 Financial guarantee contracts and loan commitments

Financial guarantee contracts are contracts that require the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payments when due,
in accordance with the terms of a debt instrument. Such financial
guarantees are given to banks, financial institutions and others on
behalf of customers to secure loans, overdrafts and other banking
facilities.

Financial guarantee contracts are initially measured at fair value and
subsequently measured at the higher of:

. The amount of the loss allowance; and

. The fee received on initial recognition less income recognised
in accordance with the principles of HKFRS 15 “Revenue from
Contracts with Customers”.

Loan commitments provided by the Group are measured as the amount
of the loss allowance. The Group has not provided any commitment to
provide loans at a below-market interest rate, or that can be settled net
in cash or by delivering or issuing another financial instrument.

For loan commitments and financial guarantee contracts, the loss
allowance is recognised as a provision. However, for contracts that
include both a loan and an undrawn commitment and the Group
cannot separately identify the expected credit losses on the undrawn
commitment component from those on the loan component, the
expected credit losses on the undrawn commitment are recognised
together with the loss allowance for the loan. To the extent that the
combined expected credit losses exceed the gross carrying amount of
the loan, the expected credit losses are recognised as a provision.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.8 Derivative and hedging activities

Derivatives are initially recognised at fair value on the date on which a
derivative contract is entered into and are subsequently re-measured at
fair value. All derivatives are carried as assets when fair value is positive
and as liabilities when fair value is negative.

Certain derivatives are embedded in hybrid contracts, such as the
conversion option in a convertible bond. If the hybrid contract
contains a host that is a financial asset, then the Group assesses the
entire contract as described in the financial assets section above for
classification and measurement purposes. Otherwise, the embedded
derivatives are treated as separate derivatives when:

. Their economic characteristics and risks are not closely related to
those of the host contract;

. A separate instrument with the same terms would meet the
definition of a derivative; and

. The hybrid contract is not measured at fair value through profit or

loss.

These embedded derivatives are separately accounted for at fair value,
with changes in fair value recognised in the consolidated income
statement unless the Group chooses to designate the hybrid contracts
at fair value through profit or loss.

The method of recognising the resulting fair value gain or loss depends
on whether the derivative is designated and qualifies as a hedging
instrument, and if so, the nature of the item being hedged. The Group
designates certain derivatives as hedges of the fair value of recognised
assets or liabilities or firm commitments (fair value hedges).

The Group documents, at the inception of the hedge, the relationship
between hedged items and hedging instruments, as well as its risk
management objective and strategy for undertaking various hedge
transactions. The Group also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the derivatives that are
used in hedging transactions are highly effective in offsetting changes
in fair values of hedged items.
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2.8

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Derivative and hedging activities (Continued)

(a) Fairvalue hedge

Changes in the fair value of derivatives that are designated and
qualify as fair value hedges are recorded in the consolidated
income statement under “Net trading income - Net gain/(loss)
arising from financial instruments subject to fair value hedge”,
together with any changes in the fair value of the hedged asset
that are attributable to the hedged risk.

If the hedge no longer meets the criteria for hedge accounting,
the adjustment to the carrying amount of a hedged item for
which the effective interest method is used is amortised to profit
or loss over the period to maturity. If the hedge relationship no
longer meets the criteria for hedge accounting or is terminated
for reasons other than derecognition, e.g. due to repayment of
the hedged item, the unamortised carrying value adjustment
(the difference between the carrying value of the hedged item
at the time of termination and the value at which it would have
been carried had the hedge never existed) to the hedged item is
amortised to the income statement over the remaining life of the
hedged item by the effective interest method. If the hedged item
is derecognised, the unamortised carrying value adjustment is
recognised immediately in the income statement.

(b) Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge
accounting. Changes in the fair value of any derivative instrument
that does not qualify for hedge accounting are recognised
immediately in the consolidated income statement under
“Net trading income - Net gain/(loss) from derivatives entered
into for trading purpose”. For derivatives that are managed
in conjunction with designated financial assets or financial
liabilities, the gains and losses arising from changes in their fair
value are included under “Net trading income - Net gain/(loss) on
financial instruments at fair value through profit or loss”.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.9 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported
in the consolidated statement of financial position when there is a
legally enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis, or realise the asset and settle
the liability simultaneously. The legally enforceable right must not be
contingent on future events and must be enforceable in the normal
course of business and in the event of default, insolvency or bankruptcy
of the Company or the counterparty.

2.10 Sale and repurchase agreements

The liability to counterparties in respect of securities sold subject
to repurchase agreements (“repos”) is included in amounts due to
other banks, deposits from banks, or other accounts and accruals,
as appropriate. Securities purchased under agreements to resell
(“reverse repos”) are recorded as loans and advances to other banks
or customers, as appropriate. The difference between the sale and
repurchase price is treated as interest and accrued over the life of
the agreements using the effective interest method. Securities lent
to counterparties are also retained in the consolidated financial
statements.

Securities borrowed are not recognised in the consolidated financial
statements, unless these are sold to third parties, in which case the
purchases and sales are recorded with the gain or loss included in
trading income. The obligation to return them is recorded at fair value as
a trading liability.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.11 Repossessed assets

Loans on which collateral assets have been repossessed are not
derecognised and are carried in the consolidated statement of
financial position with appropriate amounts of impairment allowances
made. In the case of delinquent loans on which collateral assets have
been foreclosed and repossessed by the Group pursuant to legal
arrangements or court orders, and with the legal title of the assets
having been passed to the Group, such loans are derecognised. The
foreclosed assets held for resale are included in “Advances and other
accounts - Other assets”.

2.12 Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision maker. The
chief operating decision maker is the person or group of persons that
allocates resources to and assesses the performance of the operating
segments of an entity. The Group has determined the Chief Executive
and members of the Executive Committee (“EC”) as its chief operating

decision maker.

All transactions between operating segments are conducted on an
arm’s length basis, with inter-segment revenues and costs being
eliminated on consolidation. Income and expenses directly associated
with each segment are included in determining operating segment
performance.

Based on the requirements of HKFRS 8 “Operating Segments”, the Group
has the following segments: Personal Banking, Corporate Banking,
Treasury and Global Markets, Mainland China and Macau Banking,
Insurance Business, and Others.
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2.

2.13

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Foreign currency translation
(a) Functional and presentation currency

Items included in the financial statements of each of the Group’s
entities are measured using the currency of the primary economic
environment in which the entity operates (the “functional
currency”). The consolidated financial statements are presented
in HK dollars, which is the Group’s presentation currency and the
functional and presentation currency of the Company and major
part of the Group.

(b) Transactions and balances

Foreign currency transactions are translated into the functional
currency of the relevant entity using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in the consolidated income statement.

All foreign exchange gains and losses recognised in the
consolidated income statement are presented net in the
consolidated income statement within the corresponding item.
Foreign exchange gains and losses on other comprehensive
income items are presented in the consolidated statement of
comprehensive income within the corresponding item.

In the case of changes in the fair value of foreign currency
denominated monetary assets classified as FVOCI, a distinction
is made between translation differences resulting from changes
in amortised cost of the assets and other changes in the carrying
amount of the assets. Translation differences related to changes
in the amortised cost are recognised in the consolidated income
statement, and those related to changes in the carrying amount,
except for impairment, are recognised in other comprehensive
income.

Translation differences on non-monetary items, such as
investments in equity instruments held at fair value through
profit or loss, are reported as part of the fair value gain or loss.
Translation difference on certain other non-monetary items, such
as equities classified as FVOCI, are included in the investment
revaluation reserve in other comprehensive income.
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2.13

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

Foreign currency translation (Continued)
(c) Group companies

The results and financial position of all the Group’s entities
(none of which has the currency of a hyperinflationary economy)
that have a functional currency different from the presentation
currency are translated into the presentation currency as follows:

(i)  assetsand liabilities for each statement of financial position
presented are translated at the closing rate at the date of
that statement of financial position;

(i) income and expenses for each income statement are
translated at average exchange rates (unless this average
is not a reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in which
case income and expenses are translated at the dates of the
transactions); and

(iii) all resulting exchange differences are recognised as a
separate component of equity.

Exchange differences arising from the above processes are
reported in shareholders’ equity under “Exchange reserve”.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities are taken
to shareholders’ equity. When a foreign operation is sold, such
exchange differences are recognised in the consolidated income
statement as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of
a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the closing rate.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.14 Premises and other fixed assets

Premises comprise mainly offices and shops. Leasehold land and
all other fixed assets are stated at historical cost less depreciation.
Historical cost includes expenditure that is directly attributable to the
acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or
recognised as a separate asset, as appropriate, only when it is probable
that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and
maintenance are expensed in the consolidated income statement
during the financial period in which they are incurred.
- Premises Over the remaining period of lease
- Furniture, fittings, equipment Over the estimated useful lives
and motor vehicles generally between 3 and 10
years or the unexpired terms of
the lease, whichever is shorter

The assets’ residual values and useful lives are reviewed, and adjusted

if appropriate, at each end of the reporting period.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater than its

estimated recoverable amount (Note 2.17).
Gains and losses on disposals are determined by comparing the

proceeds with the carrying amount and are recognised in the
consolidated income statement.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.15 Investment properties

Property that is held for long-term rental yields or for capital
appreciation or both, and that is not occupied by the companies in the
consolidated Group, is classified as investment property.

Investment property is measured initially at its cost, including related
transaction costs.

After initial recognition, investment property is carried at fair value. Fair
value is based on active market prices, adjusted, if necessary, for any
difference in the nature, location or condition of the specific asset. If
this information is not available, the Group uses alternative valuation
methods such as recent prices on less active markets or discounted
cash flow projections. These valuations are performed in accordance
with the guidance issued by the International Valuation Standards
Committee. These valuations are reviewed annually by external valuers.
Investment property that is being redeveloped for continuing use as
investment property, or for which the market has become less active,
continues to be measured at fair value.

The fair value of investment property reflects, among other things,
rental income from current leases and assumptions about rental
income from future leases in the light of current market conditions.

Subsequent expenditure is charged to the asset’s carrying amount only
when it is probable that future economic benefits associated with the
item will flow to the Group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed in the
consolidated income statement during the financial period in which
they are incurred.

Changes in fair values are recognised in the consolidated income
statement.

If an investment property becomes owner-occupied, it is reclassified
as premises and other fixed assets, and its fair value at the date of
reclassification becomes its cost for accounting purposes.

If an item of premises and other fixed assets becomes an investment
property because its use has changed, any difference resulting between
the carrying amount and the fair value of this item at the date of
transfer is recognised in equity as a revaluation of premises and other
fixed assets under HKAS 16. However, if a fair value gain reverses a
previous impairment loss, the gain is recognised in the consolidated

income statement.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.16 Goodwill and intangible assets

Goodwill represents the excess of the cost of an acquisition over
the Group’s share of the net fair value of the identifiable assets and
liabilities of the acquiree as at the date of acquisition. Goodwill is
carried at cost less any accumulated impairment losses. Goodwill is
tested annually for impairment. Impairment losses on goodwill are
not reversed. Gains and losses on the disposal of an entity include the
carrying amount of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of
impairment testing. The allocation is made to those cash-generating
units or groups of cash-generating units that are expected to benefit
from the business combination on which the goodwill arose.

Intangible assets arising from an acquisition are recognised separately
from goodwill when they are separable or arise from contractual or
other legal rights, and their value can be measured reliably. They
include trade names and intangible assets of core deposits, contracts
and customer relationships. Intangible assets are stated at cost less
amortisation, and/or accumulated impairment losses. Amortisation
is calculated based on estimated useful life ranging from 5 to 12 years
using a diminishing balance method.

2.17 Impairment of goodwill, intangible assets and non-
financial assets

Assets that have an indefinite useful life or are not yet available
for use are not subject to amortisation, but are tested annually for
impairment. Assets are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the amount by
which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to
sell and value in use. For the purposes of assessing impairment, assets
are grouped at the lowest levels (cash-generating units) for which there
are separately identifiable cash flows. Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible reversal
of the impairment at each reporting date.

In the Company'’s financial statements, impairment testing of the
investment in a subsidiary or an associate is also required upon
receiving dividend from that entity if the dividend exceeds the
Company’s share of the total comprehensive income of that entity
concerned in the period the dividend is declared or if the carrying
amount of that entity in the Company’s statement of financial position
exceeds the Company’s share of the carrying amount of that entity’s
net assets including goodwill in its consolidated statement of financial
position.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.18 Current and deferred income tax

The tax expense for the period comprises current and deferred tax.
Tax is recognised in the consolidated income statement, except to
the extent that it relates to items recognised in other comprehensive
income or directly in equity. In such case, the tax is recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of the tax laws
enacted or substantially enacted at the end of the reporting period in
the countries where the Company’s subsidiaries, associates and joint
ventures generate taxable income. Management periodically evaluates
positions taken in tax returns with respect to situations in which
applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on
temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rates that
have been enacted or substantially enacted by the end of the reporting
period and that are expected to apply when the related deferred
income tax asset is realised or the deferred income tax liability is
settled.

Deferred income tax assets are recognised only to the extent that it is
probable that future taxable profit will be available against which the
temporary differences can be utilised. The tax effects of income tax
losses available for carry forward are recognised as an asset when it
is probable that future taxable profits will be available against which
these losses can be utilised.

Deferred income tax is provided on temporary differences arising on
investments in subsidiaries, associates and jointly controlled entities,
except where the timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the temporary difference
will not reverse in the foreseeable future.

Deferred income tax related to investment properties is measured
according to the tax consequence on the presumption that they are
recovered entirely through sale.

Deferred income tax related to fair value re-measurement of debt
securities at FVOCI, which is charged or credited directly to other
comprehensive income, is also credited or charged directly to other
comprehensive income and is subsequently recognised in the
consolidated income statement upon the realisation of relevant
investments.



2.

EXEHEREE (B)

2.19 EEEF)

(F) BHEZEE

EEREMIERTIMEATEE R EAEHN
BIEHE > StBICEE—RBBUEEZE
A - RN B HERERARHEET

R o

EEPEHIMEATEE B R E HFCR A
B ZHRAEENKEFERS - IFA
SBENEARE RIS - EEARETERE
HEVSELS 2 AT R E T BIM AR M = &
FHFA RN o

(Z) LR 7B ERAH
(i) =BActEsTE

TELURIDERERS A 2 R8I F > A&
E AR T A AR A SZ SRR
FEEEIETHRD o REBRBIFZH
BT SERBEIN AR ZATEREE

DRSS Z DRI (R A BB S 4 = kA
S HABRRAFTR N Z SBIREZ AFE - A
FERNESEHREMANERMAE » MERR
REFN IR R R AR R ARESR B
KI&fE) e

DARGHESZ (9 2 URRD A B RS (T 2 3Rl > 2
HAEAMEEZRRERBEEEZ AT
B RAEERBENIREEE RN AER
IREN > R BT RERR c ISR BFATEER
S B ABEER RIR SR I AN A T R &
WER AR PORERR o TEBRRIEMRATERE » ANAF]
ST AT H AR » R TIARR
DERERRIN  (F#E  SEERESEE I’
IJIET o

SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.19 Employee benefits

(a) Pension obligations

The Group offers a mandatory provident fund scheme and a
number of defined contribution plans, the assets of which are
generally held in separate trustee-administered funds. These
pension plans are funded by payments from employees and by
the relevant Group companies.

The Group’s contributions to the mandatory provident fund
schemes and defined contribution retirement schemes are
expensed as incurred. Other than mandatory provident fund
contribution, the Group’s contributions may be reduced by
contributions forfeited by those employees who leave prior to
vesting fully in the contributions.

(b) Share-based compensation
(i) Share option schemes

The Group has the choice to pay the intrinsic value of the share
option or to issue new shares to a grantee at the date of exercise
under the share-based compensation plans. The total amount to
be expensed over the vesting period is determined by reference
to the fair value according to settlement type.

For cash-settled share-based compensation, the total cost is the
fair value of the options granted, with re-measurement at each
reporting period with any change in the cost recognised in the
consolidated income statement, with a corresponding credit or
adjustment to the “Liabilities”.

For equity-settled share-based compensation, the total cost is
measured and recognised based on the fair value of the equity
options at the grant date, with a corresponding credit to the
“Shared-based compensation reserve” in the shareholders’ funds.
The total cost, which is fixed based on the fair value at the grant
date, is charged to consolidated income statement in accordance
with the terms of the vesting of the options over time. When the
options are exercised, the Company will issue new shares to settle
its obligation, and transfer applicable amount from the “Share-
based compensation reserve” to the “Share capital” account.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.19 Employee benefits (Continued)

(b) Share-based compensation (Continued)
(ii) Share award schemes

For award shares under the Share Award Scheme, the amount
to be expensed as share-based compensation expenses is
determined by reference to the fair value of the award shares
granted, taking into account all non-vesting conditions associated
with the grants on grant date. The total expenses is recognised
over the relevant vesting periods or on the grant date if the shares
vest immediately, with a corresponding credit to the “Shared-
based compensation reserve” in the shareholders’ funds.

For those awarded shares which are amortised over the vesting
periods, the Group reviews its estimates of the number of award
shares that are expected ultimately vest based on the vesting
conditions at the end of each reporting period. Any resulting
adjustment to the cumulative amount recognised in prior years
is charged or credited to share-based compensation expenses
in the current year, with a corresponding adjustment to “Share-
based compensation reserve”.

Where award shares are acquired under the Share Award Scheme
from the market or by electing for scrip in lieu of cash dividends,
the total consideration of the shares acquired from the market
(including any directly attributable costs) or the value of shares
received under the scrip dividend scheme is presented as “Shares
held for share award scheme” and deducted from total equity.

Upon vesting, the related costs of the vested award shares
purchased from the market and shares acquired from reinvesting
cash dividends or received under the scrip dividend scheme
(dividend shares) are credited to “Shares held for share award
scheme”, with a corresponding decrease in “Share-based
compensation reserve” for the purchased shares, and decrease in

retained earnings for the dividend shares.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.19 Employee benefits (Continued)

(c) Employee leave entitlements

Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. An accrual is made
for the estimated liability for annual leave and long service leave
as a result of services rendered by employees up to the end of the
reporting period.

(d) Bonus plans

Liabilities for bonus plans due wholly within twelve months after
the end of the reporting period are recognised when the Group
has a present or constructive obligation as a result of services
rendered by employees and a reliable estimate of the obligation
can be made.

2.20 Provisions

Provisions are recognised when: the Group has a present legal or
constructive obligation as a result of past events; it is more likely
than not that an outflow of resources will be required to settle the
obligation; and the amount has been reliably estimated. Provisions are
not recognised for future operating losses.

Where there are a number of similar obligations, the likelihood that an
outflow will be required in settlement is determined by considering
the class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.21 Leases

Leases are recognised as a right-of-use asset and a corresponding
liability at the date at which the leased asset is available for use by the
Group.

Contracts may contain both lease and non-lease components. The
Group allocates the consideration in the contract to the lease and non-
lease components based on their relative stand-alone prices. However,
for leases of real estate for which the Group is a lessee, it has elected
not to separate lease and non-lease components and instead accounts
for these as a single lease component.

Assets and liabilities arising from a lease are initially measured on a
present value basis. Lease liabilities include the net present value of the
following lease payments:

. fixed payments (including in-substance fixed payments), less any

lease incentives receivable,

. variable lease payments that are based on an index or a
rate, initially measured using the index or rate as at the
commencement date, if any

. amounts expected to be payable by the Group under residual

value guarantees, if any

. the exercise price of a purchase option if the Group is reasonably

certain to exercise that option, and

. payments of penalties for terminating the lease, if the lease term

reflects the Group exercising that option.

Lease payments to be made under reasonably certain extension options
are also included in the measurement of the liability.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.21 Leases (Continued)

The lease payments are discounted using the interest rate implicit in
the lease. If that rate cannot be readily determined, which is generally
the case for leases in the Group, the lessee’s incremental borrowing
rate is used, being the rate that the individual lessee would have to pay
to borrow the funds necessary to obtain an asset of similar value to the
right-of-use asset in a similar economic environment with similar terms,
security and conditions.

To determine the incremental borrowing rate, the Group:

. where possible, uses recent third-party financing received by the
individual lessee as a starting point, adjusted to reflect changes in
financing conditions since third party financing was received,

. uses a build-up approach that starts with a risk-free interest rate
adjusted for credit risk for leases held by the Group, which does

not have recent third party financing, and

. makes adjustments specific to the lease, e.g. term, country,

currency and security.
Lease payments are allocated between principal and finance cost. The
finance cost is charged to profit or loss over the lease period so as to
produce a constant periodic rate of interest on the remaining balance
of the liability for each period.
Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability,

. any lease payments made at or before the commencement date

less any lease incentives received,
. any initial direct costs, and

. restoration costs.
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2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.21 Leases (Continued)

Right-of-use assets are generally depreciated over the shorter of the
asset’s useful life and the lease term on a straight-line basis.

Payments associated with short-term leases and all leases of low-value
assets are recognised on a straight-line basis as an expense in profit or
loss. Short-term leases are leases with a lease term of 12 months or less.

Lease income from operating leases where the Group is a lessor is
recognised in income on a straight-line basis over the lease term.

2.22 Fiduciary activities

The Group commonly acts as trustees and in other fiduciary capacities
that result in the holding or placing of assets on behalf of individuals,
trusts and other institutions. These assets are excluded from the
consolidated financial statements, as they are not assets of the Group.

2.23 Share capital

Ordinary shares are classified as equity. Incremental costs directly
attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

Dividends on ordinary shares are recognised as a liability in the
consolidated financial statements in the period in which they are
approved by shareholders.

2.24 Cash and cash equivalents

In the statement of cash flows, cash and cash equivalents comprise
balances with less than three months’ maturity from the date of
acquisition, including: cash, balances with banks and other financial
institutions, treasury bills, other eligible bills and certificates of deposit
and investment securities which are readily convertible to known
amounts of cash and are subject to an insignificant risk of changes in
value.



2. EXEHEREZE (@)

2.25 JABBERHAEE

HABEERASBESAHMAIES EZ A > M
HEAERERERZERNBELINZ —RHZRE
FEERIRE M 2 HIRMAREERD o SABEIRFIAE
EEABESRMHSIRZIRAAE  BRINAES
REALBEERMK » WAESERETREGE
MmAALLIEK °

HARBENGRIER » BEEARSMBREMEE
PIKEE - REBRARKZIEENEMERER
RIBEAR > RSO B o

HAREERASBEEHMAEEEZEE M
HEAREREREHSELYMNZ —REZRE
TS LIRS o

HAREET GRS > BEREE NGB EE
SREREYBRRMERIRE - EBERTESR
W ISR > RIWIERRREE ©

2.26 REBEH

FERZTESREEARLFER S S REERM
TREABRNREEH - REEONREEBREXRR
BEBRNEH > ILFSNM A EEBHBRER -
Em—MRIES| » AEERAEBERREEARSED
RN B ERREARAIA M EREZ R
EMRAELETHRAZNMINEZINELD10% °

2. SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.25 Contingent liabilities and contingent assets

A contingent liability is a possible obligation that arises from past events
and whose existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not wholly within
the control of the Group. It can also be a present obligation arising
from past events that is not recognised because it is not probable that
an outflow of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the notes to
the consolidated financial statements. When a change in the probability
of an outflow occurs so that outflow is probable, it will then be
recognised as a provision.

A contingent asset is a possible asset that arises from past events and
whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain events not wholly within the
control of the Group.

A contingent asset is not recognised but is disclosed in the notes to the
consolidated financial statements when an inflow of economic benefits

is probable. When such inflow is virtually certain, an asset is recognised.

2.26 Insurance contracts

The Group issues contracts that contain insurance risk or both insurance
and financial risks. Insurance contracts are those contracts that transfer
significant insurance risk. Such contract may also transfer financial risk.
As a general guideline, the Group defines as significant insurance risk
the possibility of having to pay benefits on the occurrence of an insured
event that are at least 10% or more than the benefits payable if the
insured event did not occur.
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(a) Insurance revenue

The insurance revenue reflects the insurance contract services
provided by the Group over the period, which is derived from the
reduction in liability for remaining coverage (“LRC”) during the
reporting period, subject to corrections (adjustment of premiums,
loss components) and excluding investment components (i.e.
amounts to be paid to a policyholder even if an insured event
does not occur). For the contracts measured under Premium
Allocation Approach, the insurance revenue corresponds to
the amount of expected insurance coverage during the period
(or passage of time if not significantly different), excluding any
investment components. For the contracts measured under the
general measurement model, the insurance revenue corresponds
to the release of the LRC, depending on the quantity of provided
services, and an allocation of insurance acquisition cash flows.
In substance, the amounts related to the provision of insurance
contract services include:

. the expected claims, including expenses other than
insurance acquisition cash flows, but excluding those not
contributing to the fulfilment of insurance contracts (i.e.
non-attributable expenses);

. the release of the risk adjustment for non-financial risk;
. the allocation of CSM to the period.

The allocation of insurance acquisition cash flows represents
the portion of premiums that corresponds to the recovering of
those cash flows to each reporting period in a systematic way
based on the passage of time, the same amount being recognised
as insurance service expenses. This mechanism enables to add
back the part of the premium corresponding to the coverage
of insurance acquisition cash flows. This means that insurance
acquisition cash flows are not recognised in the statement of
profit or loss when the acquisition cash flows occur but when the
CSMis released.

(b) Insurance service expenses

Insurance service expenses arising from groups of contracts
issued by the Group are recognised in the statement of profit or
loss as they are incurred, excluding amounts allocated to refunds
of premiums. The payments relating to investment components
are excluded from insurance service expenses. All insurance
service expenses correspond to actual cash outflows within the
boundary of contracts identified when projecting and calculating
the present value of future cash flows.
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SUMMARY OF MATERIAL ACCOUNTING POLICIES
(CONTINUED)

2.26 Insurance contracts (Continued)

(c) Netexpenses from reinsurance contracts held

In the statement of profit or loss, net expenses from reinsurance
contracts held (net income in some cases) are presented
separately from the insurance service expenses and included in a
single aggregate, corresponding to the net between reinsurance
service expenses and amounts recovered from the reinsurers.

(d) Net finance income or expenses from insurance and
reinsurance contracts held

The net finance income or expenses from insurance and
reinsurance contracts is presented in the Group statement of
profit or loss with a split between insurance contracts issued
and reinsurance contracts held. This aggregate comprises the
changes in the carrying amount of the groups of contracts that
relate to financial risk arising from both (i) the effect of the time
value of money and changes in the time value of money, (ii) the
effect of financial risk and changes in financial risk (i.e. effect of
changes in discount rates).

(e) Reinsurance contracts held

Contracts entered into by the Group with reinsurers under which
the Group is compensated for losses on one or more contracts
issued by the Group and that meet the classification requirement
for insurance contracts are classified as reinsurance contracts
held.

The benefits to which the Group is entitled under its reinsurance
contracts held are recognised as reinsurance contract assets.
These assets consist of short-term balances due from reinsurers,
as well as longer term receivables that are dependent on the
expected fulfilment cashflow arising under the related insurance
contracts which are covered by applicable reinsurance contracts.
The recognition and measurement of reinsurance contracts
held is similar to insurance contracts issued and are measured
consistently with the amounts associated with the insurance
contracts covered by reinsurance contract held and in accordance
with the terms of each reinsurance contract. Reinsurance
liabilities are primarily premiums payable for reinsurance
contracts and are recognised as an expense when due.
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3. FINANCIAL RISK MANAGEMENT

The Group’s activities expose it to a variety of financial risks and those
activities involve the analysis, evaluation, acceptance and management
of some degree of risk or combination of risks. Taking risk is core to the
financial business, and operational risks are an inevitable consequence
of being in business. The Group’s aim is therefore to achieve an
appropriate balance between risk and return and minimise potential
adverse effects on the Group’s financial performance.

The Group’s risk management policies are designed to identify and
analyse these risks, to set appropriate risk limits and controls, and to
monitor the risks and adherence to limits by means of reliable and
up-to-date information systems. The Group regularly reviews its risk
management policies and systems to reflect changes in markets,
products and emerging best practice.

Risk management is carried out pursuant to the overall strategy and
policies approved by the Board of Directors. The Risk Management and
Compliance Committee (“RMCC”) under the authority delegated by the
Board oversees and guides the management of different risks which are
more particularly managed and dealt with by the Group Risk Division
(“GRD”) and different functional committees. In addition, Internal Audit
is responsible for the independent review of risk management and the
control environment.

To further enhance the risk governance and risk management
standards, the Board has approved a Risk Strategy framework that also
covers the Group’s Risk Appetite framework. The Risk Strategy sets out
the core values and high level risk management direction of the Group,
taking into account the overall business strategy and direction, under
which a robust Risk Appetite framework is established to guide the
strategic planning process and strengthen the risk-return management.
Fundamentally, the Risk Appetite framework sets out the types and
amount of risk that the Group is willing to take in order to achieve its
business plan. The Group’s risk appetite metrics are composed of key
indicators for measuring capital, risks, return and liquidity and this is
supplemented by a set of risk tolerances made up of major risk limits
of the Group. In order to ensure that business is conducted within our
established risk appetite, monitoring on the compliance with the risk
appetite limits and risk tolerance is undertaken on a quarterly basis.
In this connection, the Group has set out its Risk Appetite Statement
that covers five key dimensions of the risks and returns of the Group,
namely, the target returns to shareholders, earnings volatility, solvency,
liquidity and other key risk measures. The GRD is responsible for the
ongoing monitoring of the compliance with the Risk Appetite Statement
and the regular reporting of the status to the RMCC and the Board.
Moreover, the Risk Appetite framework and major risk appetite limits
are subject to review by the RMCC and the Board on an annual basis.

The most important types of risk are credit risk, liquidity risk, market
risk, operational risk and insurance risk. Market risk includes currency
risk, interest rate risk and other price risks.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 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
commercial 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.

The Group also trades in financial instruments where it takes positions
in exchange-traded and over-the-counter (“OTC”) instruments,
including derivatives, to take advantage of short-term market
movements in equities and bonds and in currencies and interest rates.
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.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting

Fair value hedges of interest rate risk

The Group uses interest rate swaps to hedge its exposure to changes
in the fair values of fixed-rate issued liabilities and fixed-rate debt
securities held in respect of a benchmark interest rate. Pay-floating/
receive-fixed interest rate swaps are matched to specific issuances of
fixed-rate liabilities or pay-fixed/receive-floating interest rate swaps are
matched to fixed-rate debt securities held with terms that closely align
with the critical terms of the hedged item.

Only the interest rate risk element is hedged and therefore other risks,
such as credit risk, are managed but not hedged by the Group. Interest
rate risk to which the Group applies hedge accounting arises from fixed-
rate issued liabilities and fixed-rate debt securities held, whose fair
value fluctuates when benchmark interest rates change. The Group
hedges interest rate risk only to the extent of benchmark interest rates
because the changes in fair value of an issued liability or a debt security
are significantly influenced by changes in the benchmark interest rate.
Hedge accounting is applied where economic hedge relationships meet
the hedge accounting criteria.

Before fair value hedge accounting is applied by the Group, the Group
determines whether an economic relationship between the hedged
item and the hedging instrument exists based on an evaluation of the
qualitative characteristics of these items and the hedged risk that is
supported by quantitative analysis. The Group considers whether the
critical terms of the hedged item and hedging instrument closely align
when assessing the presence of an economic relationship. The Group
evaluates whether the fair value of the hedged item and the hedging
instrument respond similarly to similar risks.
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3.

FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

accounting (Continued)

Fair value hedges of interest rate risk (Continued)

The Group establishes a hedge ratio by aligning the par amount of the

fixed-rate debt security or issued liabilities and the notional amount

of the interest rate swap designated as a hedging instrument. Possible

sources of ineffectiveness are as follows:

(v)

changes in market liquidity and bid-ask spread of the debt
securities;

the fair value changes related to the benchmark rate before next
fixing date and on the fixed spread over the benchmark rate of
the interest rate swap;

changes in interest rate sensitivity at different fair value level;

the effect of the counterparty and the Group’s own credit risk on
the fair value of the interest rate swap, which is not reflected in
the fair value of the hedged item attributable to the change in

interest rate; and

differences in maturities of the interest rate swap and the debt
securities held or the certificates of deposit issued.
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3. HBRREIEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 FERERTARKEE) 3.1 Strategy in using financial instruments (Continued)
311 FFERBGEEERE N EEEZITET 3.1.1 Derivatives held for risk management and hedge
H(#) accounting (Continued)
MRz ATER M (@) Fair value hedges of interest rate risk (Continued)
RERFFA TR i BARF R A T EL A The Group held the following interest rate swaps as hedging
ZHHTIA - instruments in fair value hedges of interest risk.
ZEAR

2023%F12H31H 31 December 2023 Maturity

1EFEURA 1FEME SEME
E\&EER] — FI=R A& Risk category - interest rate risk Less than F5%  More than
LOBM T oA d HKS’000 1year 1-5years 5 years
AT BB —FEE Hedge of issued liabilities -

certificates of deposit
HE Nominal amount 2,437,126 - =
TFHBEEHZE Average fixed interest rate 4.74% - =
HHEIT BRE—BERS Hedge of issued liabilities -
subordinated notes

HE Nominal amount 1,757,543 4,296,215 -
THBEEN=E Average fixed interest rate 5% 4.99% -
HhEiTram—E8 Hedge of issued liabilities - borrowing
HE Nominal amount - - -
TFHBEHZE Average fixed interest rate - - -

HARFAEZUATETEEHEE) Hedge of debt securities held at fair value

FARMEENmIETSES through other comprehensive income
HE Nominal amount 1,983,923 11,275,548 3,929,084
THBEEN = Average fixed interest rate 3.79% 3.59% 3.15%

A 2 U BRI A S BRAY Hedge of debt securities held at

(EliiTiee amortised cost
HE Nominal amount 2,356,655 10,700,221 8,137,928
THEEF]ZE Average fixed interest rate 3.84% 3.47% 3.03%
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

H#E) accounting (Continued)
FERBZ AT EL (&) Fair value hedges of interest rate risk (Continued)
ZIH#AE

20225 12H31H 31 December 2022 Maturity

1FMUA 1EME SEME
R BEER — =R Risk category - interest rate risk Less than 55 More than
LOBMSTF (75T HKS 000 lyear 1-5years 5years
AT BB —FEE Hedge of issued liabilities - certificates of

deposit
HE Nominal amount 3,898,625 389,863 -
TFHBEEHZE Average fixed interest rate 3.17% 0.74% -
AT BRE—BERS Hedge of issued liabilities - subordinated
notes
mE Nominal amount - 4,093,556 -
THBEENZER Average fixed interest rate - 3.86% -
HhEiTram—=E8 Hedge of issued liabilities - borrowing
HE Nominal amount - - -
TFHBEEHZE Average fixed interest rate - - -
HARFAZUATETEEHEE) Hedge of debt securities held at fair value
FFAR MR ENERETSE through other comprehensive income
mfE Nominal amount 4,238,195 10,124,343 5,563,679
THEER = Average fixed interest rate 3.94% 3.45% 3.34%
HHREA 2 DU RRAL AT BRAY Hedge of debt securities held at amortised
E585 cost

& Nominal amount 48,468 10,620,370 8,846,085
FHEEFRZE Average fixed interest rate 4.52% 3.32% 3.12%
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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

H(#) accounting (Continued)
NEEEH Fair value hedges
EREEANABEE 2 EBUWT - The amounts relating to items designated as hedged items were as
follows:
2023

REE

GERBRRRNE

BULAES RS

ZIHTHAER 2 AT

i Bt E20235E HhERRESE

'@ﬁﬁﬁﬁgﬁ'ﬂm@ B3k Accumulated amount

2#7¢E%2’R¥f§ H¥hEE of fair value hedge

HRRAE S ZAT{EEE) adjustments remaining

Accumulated amountof o apizupnsim e Changeinvalue  inthe consolidated

fair value hedge adjustments 4055 > g subjecttohedge  statement of financial

on the hedged item Line item in the used for calculating position for any
A includedin the carrying  ¢oncglidated hedge ineffectiveness hedged items that
Carrying amount amount of the hedgeditem  gatement of financial for2023 have ceased to be
LBl BE =1 BE &fE  position in which the #(F)  adjusted for hedging
HKS°000 Assets Liabilities Assets Liabilities  hedged itemisincluded Note (a) gains and losses
e - 2,428,028 - (9,098) BETHETH (54,023) -
Certificates of deposit Certificates of deposit
issued
BEEH - 5,916,645 - (137,113) %EGEH (167,058) -
Subordinated notes Subordinated notes
B s = = - RAIER = =
Borrowing Deposits from banks
FEZUATESEEHEHH A 16,335,083 - (924,665) - DATEGEEHES 350,969 =
HEit2ElanEREs STARMMEENEN
Debt securities held at fair value THEE
through other comprehensive Financial assets at fair
income value through other
comprehensive
income
BB 2 DR AT R B 19,689,607 - (1,505,197) - DUBERAATIRRRY 433,629 -
Debt securities held at amortised THEE
cost Financial assets at
amortised cost
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BREERABTREE Z28UT ¢ (8

3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge

accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedged items were as

follows: (Continued)

2022
RET
FEMBIRRENE
BB R REE
ZAAEAER 2 ATHE
AR E022F HAREREEE
BiEEHARRREE HHAH Accumulated amount
ZHWERZAYE E¥REE of fairvalue hedge
HrRRAELR ZATEZE  adjustments remaining
Accumulated amount offair =2 gszeir oz 2 Change in value in the consolidated
valuehedge adjustments  s4rg 7 subjecttohedge  statement of financial
on the hedged item Line item in the used for calculating position for any
kafE includedinthe carrying  ¢onolidated hedge ineffectiveness hedged items that
Carrying amount amount ofthe hedged item  statement of financial for2022 have ceased to be
LB F LA B &R BE &fE  position inwhich the SE(R)  adjusted for hedging
HKS'000 Assets Liabilities Assets Liabilities  hedged item is included Note (a) gains and losses
FE - 4228983 - (59,505 BETNERE 41,608 -
Certificates of deposit Certificates of deposit
issued
BEES - 3,801,495 - (292,061) EEEH 328,947 -
Subordinated notes Subordinated notes
&8 - - - - H/OER - -
Borrowing Deposits from banks
FBZUATEFERELHHA 18,776,876 - (1,260,861) - WATEHEREES (1,923,889) -
Bt 2ERENERE SIARMZ AN
Debt securities held at fair value THEE
through other comprehensive Financial assets at fair
income value through other
comprehensive
income
B2 aRmAT IR B 17,622,300 - (1,892,623) - DB AR (1,792,343) -
Debt securities held at amortised SHEE

cost

Financial assets at
amortised cost
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedging instruments and
hedge ineffectiveness were as follows:

2023
BEE
WBEHAEH
RRMBRIRAES ZATERS
HHTAZER Change in fair BaIR
Line tem in the valueusedfor  WEIEZHHEH
consolidated calculating hedge Ineffectiveness
%EEE statement of financial ~ ineffectiveness recognisedin  IWEIRAES
mfE Carrying amount position where the for 2023 profit/(loss)  HibkZIER

BT AT Nominal BE &f&  hedginginstrument #(F) ()  Lineitemin profit or loss that

HKS 000 amount Assets Liabilities isincluded Note (a) Note (a) includes hedge ineffectiveness

Gk

Interest rate risk

SR PR 2,437,126 1,362 10,556 SRR 54,486 463 BATENNEEEHIRSE

Interest rate swaps - Derivatives financial s/ (E8)
hedge of certificates of deposit instruments Net gain/(loss) arising from financial

instruments subject to fair value
hedge

Rt - S A BE 6,053,758 50,159 188,980 fTEERTE 169,006 1948 AATEHANEREHTIA S

Interest rate swaps - Derivatives financial &/ (B8)
hedge of subordinated notes instruments Net gain/(loss) arising from financial

instruments subject to fair value
hedge

S iR Pl ® = - fEEMIA - - BATENHNEEERIAZS

Interest rate swaps - Derivatives financial s/ (E8)
hedge of borrowing instruments Net gainy/[loss) arising from financial

instruments subject to fair value
hedge

sk R Py 17,188,555 932,544 7950 fEERIA (351,041) (12) PATEHANERLRIEZ?
DEEAEETHA Derivatives financiel Wi/ (58)
EthrENENERE instruments Net gain/(loss) arising from financial

Interest rate swaps - instruments subject to fair value
hedge of debt securities held hedge
atfair value through other
comprehensive income

iR Ry 21,194,804 1,519,696 14,630 fTEERIA (433,746) (117) PATEHAERERTIE LS
BRI R A BRS Derivatives financial Wi/ (58)

Interest rate swaps - instruments Net gain|(loss) arising from financial
hedge of debt securities held instruments subject to fair value
atamortised cost hedge

5t Note:

() ERBmnERHNSEATEE RS B
WEHEENFERNEESH REBE P T
ANATEEYMEB 2 ER

RITERIERARAT 2023FF4R

(a) The amount of hedge ineffectiveness recognised in profit/(loss) for each
category of fair value hedges is the difference between the change in value
of the hedged item subject to hedge in the current year and the change in
fair value of the corresponding hedging instrument in the current year.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Fair value hedges (Continued)

The amounts relating to items designated as hedging instruments and
hedge ineffectiveness were as follows: (Continued)

2022
AstE
WNEHHEY
GAMERRERES ZATEEE
HHTEZER Changein fair R
meE Ling temin the valueusedfor W ZEDMEN
Carrying amount consolidated calculating hedge Ineffectiveness
statement of financial ineffectiveness recognisedin - WaHEABE
e position where the for2022 profit/(loss)  EREAZIER
WEEFT T Nominal BE &F  hedginginstrument H(E) SE(B)  Lineitem in profit or loss that includes
HKS 000 amount Assets Liabilities isincluded Note (a) Note(a) hedgeineffectiveness
A
Interest rate risk
M- 4288488 - 6049 FESHIE (41,976) (368) AATENHERERTAZS
Interest rate swaps - Derivatives financial W&/ (68
hedge of certificates instruments Net gain//(loss) arising from financial
of deposit instruments subject to fair value
hedge
S =R e 4,093,556 - 9518 frEERIA (332,353 (3406) PATESMIHERIZZE
Interest rate swaps - Derivatives financial W&/ (68
hedge of subordinated notes instruments Net gain//(loss) arising from financial
instruments subject to fair value
hedge
Gl iR - - - fEERIA - - BATENMERERIEZS
Interest rate swaps - Derivatives financial W&/ (68
hedge of borrowing instruments Net gain//(loss) arising from financial
instruments subject to fair value
hedge
HEEE-HEZ0 1996207 1260861 - (HESHIE 1,923,860 (19) RATENANERERIRZS
AEFEREETHA Derivatives financial s/ (E8)
Rt ERGHERES ingtruments Net gain/[loss) arising from financial
Interest rate swaps - instruments subject to fair value
hedge of debt securities held hedge
atfair value through other
comprehensive income
S =R b 19,514,923 1,893,831 123 fEERIA 1,792,359 15 BATENMERSHIRZS
B ATRRERSS Derivatives financial Wi/ (Ei8)
Interest rate swaps - instruments Net gain/ loss) arising from financial
hedge of debt securities held instruments subject to fair value
atamortised cost hedge
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.1 Strategy in using financial instruments (Continued)

3.1.1 Derivatives held for risk management and hedge
accounting (Continued)

Interest rate benchmark reform

In March 2021, the UK Financial Conduct Authority (“FCA”) announced
the date on which London Interbank Offered Rate (“LIBOR”) will be
discontinued. All GBP, CHF, EUR, JPY LIBOR settings and the one-
week and two-month USD LIBOR settings had discontinued after 31
December 2021. The remaining USD LIBOR settings will discontinue
after 30 June 2023. In July 2023, the UK FCA published a statement
confirming that the USD LIBOR panel had ceased.

Also, at 31 December 2022, the Hong Kong interbank offered rate
(“HIBOR”) was included given that the reform of this benchmark was
considered possible. At 31 December 2023, HIBOR is no longer expected
to be directly affected by interbank offered rates reform following the
successful transition of all major LIBOR settings and the Hong Kong
Monetary Authority (“HKMA”) affirmation that there were no plans to
discontinue HIBOR.

The Group has defined and executed the implementation plan for Inter-
bank Offered Rate (“IBOR”) reform. We had ceased to enter into new
IBOR contracts and liaised with its counterparties to modify existing
IBOR contracts by using other interest rate benchmarks or agreeing
the fallback interest charging mechanism when IBOR discontinued.
These actions for a smooth transition had been completed in 2023.
Management considered that the risk and the impact to the Group is

immaterial.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 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 Group Credit Committee (“GCC”) for approving major
credit exposures. The Credit Management Committee (“CMC”) and the
Treasury & Investment Risk Committee (“TIRC”) are the committees
responsible for credit policy formulation and portfolio monitoring of the
loan and treasury businesses respectively. These committees have been
chaired by the Chief Executive or Group Chief Risk Officer 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.

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.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.1 Credit risk measurement

Credit risk grading

The Group uses internal credit risk grading that reflects the credit
quality of the borrowers. The Group uses internal credit grading
scorecards tailored to the various categories of counterparty. The credit
grading scorecards take into consideration borrower and loan specific
information collected at the time of application (such as disposable
income, and level of collateral for retail exposures; and financial
indicators and qualitative indicators for corporate exposures). For retail
exposures, this is supplemented with internal data such as delinquency
status and external data such as credit bureau scoring information
on individual borrowers. In addition, the scorecards enable expert
judgement from the credit risk officer to determine the final internal
credit grade for each exposure. This allows for considerations which
may not be captured as part of the other inputs into the scorecards.

The following are additional considerations for each type of portfolio
held by the Group:

Retail

After the date of initial recognition, for personal unsecured lending of
retail business, the likelihood of default is monitored on a periodic basis
by behavioural score. This score is mapped to a Probability of Default
(“PD”).

Corporate

For corporate business, the credit grade is determined at the borrower
level. A relationship manager will incorporate any updated or new
information/credit assessments into the credit grading scorecard on an
ongoing basis. In addition, the relationship manager will also update
information about the creditworthiness of the borrower every year from
sources such as borrower’s financial statements. This will determine

the updated internal credit grading.

Using the internal observed default rate supplemented with external
default data, and by applying statistical methods, PD master scales are
calibrated to arrive at the PD for each credit grade.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEEE (&) 3.2 Creditrisk (Continued)

321 [FEEEE (18) 3.2.1 Credit risk measurement (Continued)

EE R MR (B8) Credit risk grading (Continued)

& Treasury

BRI ERIRIKTIHEE N2 EF5HE S & FEFERM For debt securities and interbank exposures under the Treasury and
2 BB AEERR R IR TAR B 2 S E TR - 2% Global Markets portfolio, external rating agency credit grades are used.
TR FHBRR IS M EHT o SMRAI 2 EREN These published grades are continuously monitored and updated. The
WIRENRT RSB M 2 BT o PDs associated with each grade are determined based on default rates

published by the rating agencies.

3.2.2 FAHIEEEREIE 3.2.2 Expected credit loss measurement

HARUHIREER BRI B AR BRAEE HKFRS 9 outlines a “three-stage” model for impairment based on
BREFMSIBUREBE 2 M3MEL A » Eamn changes in credit quality since initial recognition as summarised below:
T

. REESR R EERENERIAD .
BRIERL REEERBHAERGERE
52 o

. iR TERHAR B EEREB RS R .
RIgEm(MEEEMRAEEM)) > BIEEB
EIMEER2) > BINREARFEERIE -

. HEMTRSKRAESEERE > RITRT .
BB EREE3 ) o

. (RIS T A R EEREAERT .
RR12EB NP BEREZENFMFSIRZ
EIFRAEERIREMI VR ERFT & - BEER2
g3z TRARBRE REE EHTEH
EERE -

. RESEMBRSENZTHERMES .
RN EZBNSHRAAE EATRIEE
GE

. BARREZ EEREEMEERZFNRT] .
RN EREEREZERMEE - HRH
EEBE—BER2PEENHE -

A financial instrument that is not credit-impaired on initial
recognition is classified in “Stage 1” and has its credit risk

continuously monitored by the Group.

If a significant increase in credit risk (“SICR”) since initial
recognition is identified, the financial instrument is moved to
“Stage 2” but is not yet deemed to be credit-impaired.

If the financial instrument is credit-impaired, the financial
instrument is then moved to “Stage 3”.

Financial instruments in Stage 1 have their ECL measured at an
amount equal to the portion of lifetime expected credit losses
that result from default events possible within the next 12
months. Instruments in Stages 2 or 3 have their ECL measured
based on expected credit losses on a lifetime basis.

A pervasive concept in measuring ECL in accordance with HKFRS

9 is that it should consider forward-looking information.

Purchased or originated credit-impaired financial assets are those
financial assets that are credit impaired on initial recognition.
Their ECL is always measured on a lifetime basis.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.2 Expected credit loss measurement (Continued)

The following diagram summarises the impairment requirements under
HKFRS 9 (other than purchased or originated credit-impaired financial
assets):

BRI EEEREH

Change in credit quality since initial recognition

PSR 1 MEER 2 FEER 3
Stage 1 Stage 2 Stage 3
(F8aHESD) (EERE B VIR E AIRIE ) (EEREEE)

(Initial recognition)

12 B R HERREE R

12-month expected credit losses

FEBRPERRERM 2 T2 HENRRR
T

3.2.2. 115 EEEAEIE N

i

LB BREERREAEEN

\

FEUT—ENZEELRAERD BRI

(Significant increase in credit risk
since initial recognition)

(Credit-impaired assets)

IR B R
Lifetime expected credit losses

ESEEE R Y=t
Lifetime expected credit losses

pasl The key judgements and assumptions adopted by the Group in

addressing the requirements of the standard are discussed below:

3.2.2.1Significant increase in credit risk

The Group considers a financial instrument to have experienced a SICR

when one or more of the following criteria have been met:

MEFEAMES > EINEMEETRHIREKR
THEEE > ARERNEBEIFRERG]
WBERRADIFRERR 2B TE—R

MEXEEAME » ENEMEENREIRS
g REBHBEER > R—RELKZ
&

ERAE#R(TafRgy) BE30X

MEXEEEMS » BEERAB2RATER

N

EERMACKREBEERZERNEERS
FRIRE - DERRERZREREMAZ
EIBREN BRI Z T Z BAIPIRENE -

RITERIERARAT 2023FF4R

when there is significant adverse external credit rating transition
for the bond portfolio, migrating from investment grade to non-
investment grade, or one notch downgrade for bond with original
non-investment grade at purchase

when there is internal credit rating transition, ranging from one
notch to five notches depending on its initial credit rating, for
corporate portfolio

when the day past due (“DPD”) exceeds 30 days

when the borrower is reported as “Early Warning” for corporate

portfolio

when the borrower is reported as Special Mention according to
the loan classification of HKMA. The decision to classify the loans
is based on the borrower’s repayment ability and likelihood of

individual counterparties defaulting.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.2 Expected credit loss measurement (Continued)
3.2.2.1Significant increase in credit risk (Continued)

The assessment of SICR is performed on a monthly basis at a portfolio
level for all retail financial instruments held by the Group. In relation to
corporate financial instruments, where an Early Warning list is used to
monitor credit risk, this assessment is performed at the counterparty
level and on a monthly basis. The criteria used to identify SICR are
revised as when appropriate by the respective credit departments of
the portfolios.

The Group has not used the low credit risk exemption for any financial
instruments in the year ended 31 December 2023 and 2022.

3.2.2.2 Definition of default and credit-impaired assets

The Group defines a financial instrument as in default, which is aligned
with the definition of credit impaired (referred to as “Stage 3 financial
assets”), when one or more events that have a detrimental impact on

the estimated future cash flows of the financial asset have occurred.

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

. significant financial difficulty of the borrower or issuer;
. a breach of contract such as a default or past due event;
. the restructuring of a loan or advance by the Group on terms that

the Group would not consider otherwise;

. the borrower is bankrupt;

. it is reported as substandard, doubtful or loss according to the
loan classification of the HKMA. The decision to classify the loans
is based on the borrower’s repayment ability and likelihood of

individual counterparties defaulting; and

. the disappearance of an active market for a security because of

financial difficulties.

A loan that has been renegotiated due to deterioration in the
borrower’s condition is usually considered to be credit-impaired
unless there is evidence that the risk of not receiving contractual cash
flows has reduced significantly and there are no other indicators of
impairment. In addition, a retail loan that is overdue for 90 days or
more is considered credit-impaired.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.3Measuring ECL - Explanation of inputs, assumptions and
estimation techniques

The ECL is measured on either a 12-month (“12M”) or Lifetime basis
depending on whether a SICR has occurred since initial recognition or
whether an asset is considered to be credit-impaired. Expected credit
losses are the discounted product of the PD, exposures at default
(“EAD”), and loss given default (“LGD”), defined as follows:

. The PD represents the likelihood of a borrower defaulting on
its financial obligation (as per “Definition of default and credit-
impaired” above), either over the next 12 months (“12M PD”), or
over the remaining lifetime (“Lifetime PD”) of the obligation.

. EAD is based on the amounts the Group expects to be owed at the
time of default, over the next 12 months (“12M EAD”) or over the
remaining lifetime (“Lifetime EAD”). For example, for a revolving
commitment, the Group includes the current drawn balance plus
any further amount that is expected to be drawn up to the current
contractual limit by the time of default, should it occur.

. LGD represents the Group’s expectation of the extent of loss
on a defaulted exposure. LGD varies by type of counterparty,
type and seniority of claim and availability of collateral or other
credit support. LGD is expressed as a percentage loss per unit of
exposure at the time of default. LGD is calculated on a 12-month
or lifetime basis, where 12-month LGD is the percentage of loss
expected to be made if the default occurs in the next 12 months
and Lifetime LGD is the percentage of loss expected to be made
if the default occurs over the remaining expected lifetime of the
loan.

The ECL is determined by projecting the PD, LGD and EAD for
each future month and for each individual exposure. These three
components are multiplied together and adjusted for the likelihood
of survival (i.e. the exposure has not prepaid or defaulted in an earlier
month). This effectively calculates an ECL for each future month,
which is then discounted back to the reporting date and summed.
The discount rate used in the ECL calculation is the original effective
interest rate or an approximation thereof.

The Lifetime PD is developed by applying a maturity profile to the
current 12M PD. The maturity profile looks at how defaults develop on a
portfolio from the point of initial recognition throughout the lifetime of
the loans. The maturity profile is based on historical observed data and
is assumed to be the same across all assets within a portfolio and credit
grade band. This is supported by historical analysis.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.3Measuring ECL - Explanation of inputs, assumptions and
estimation techniques (Continued)

The 12-month and lifetime EADs are determined based on the expected
payment profile, which varies by product type.

. For amortising products and bullet repayment loans, this is
based on the contractual repayments owed by the borrower over
a 12-month or lifetime basis. This will also be adjusted for any
expected overpayments made by a borrower. Early repayment/
refinance assumptions are also incorporated into the calculation.

. For non-revolving products, the exposure at default is predicted
by taking current drawn balance and adding a “credit conversion
factor” which allows for the expected drawdown of the remaining
limit by the time of default.

. For revolving products, the EAD is estimated by taking the
maximum between the on-balance sheet exposure and the
estimated utilised amount at default based on utilisation rate.

The 12-month and lifetime LGDs are determined based on the factors
which impact the recoveries made post default. These include collateral
type and projected collateral values, historical discounts to market/
book values due to forced sales, time to repossession and recovery
costs observed.

Forward-looking economic information is also included in determining
the 12-month and lifetime PD, EAD and LGD. Refer to Note 3.2.2.4 for
an explanation of forward-looking information and its inclusion in ECL
calculations.

The assumptions underlying the ECL calculation, such as how the
maturity profile of the PDs and how collateral values change etc., are
regularly monitored and reviewed.

3.2.2.4Forward-looking information incorporated in the ECL models

The assessment of SICR and the calculation of ECL both incorporate
forward-looking information. The Group has performed historical
analysis and identified the key economic variables impacting credit risk
and expected credit losses for each portfolio.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.4Forward-looking information incorporated in the ECL models
(Continued)

These economic variables and their associated impact on the PD, EAD
and LGD vary by financial instrument. Expert judgement has also been
applied in this process. Forecasts of these economic variables (the
“base economic scenario”) are provided by some economic research
institutions and the in-house economic research team on a regular
basis and provide the best estimate view of the economy over the next
five years. For the economic variables out of the forecasting periods
(i.e. after the next five years), the point-in-time default risk level at the
last forecasting period is referenced to estimate the lifetime default
risk level of each instrument. The impact of these economic variables
on the PD, EAD and LGD has been determined by performing statistical
regression analysis to understand the impact changes in these variables
have had historically on default rates and loss rates.

The assessment of SICR is performed by considering either the change
in credit quality, expert credit judgement and backstop indicator.
This determines whether the whole financial instrument is in Stage 1,
Stage 2, or Stage 3 and hence whether 12-month or lifetime ECL should
be recorded. Following this assessment, the Group measures ECL as
either a probability weighted 12-month ECL (Stage 1), or a probability
weighted lifetime ECL (Stages 2 and 3). These probability-weighted
ECLs are determined by running each scenario through the relevant ECL
model and multiplying it by the appropriate scenario weighting.

In 2023, the post pandemic recovery was not as strong as expected,
driven by the high interest rate environment, heightened geopolitical
tensions, falling asset prices and more importantly failure of certain
Mainland property developers. While US interest rates are expected to
drop in 2024, the impact on the local economy is yet to be observed as
the pace and the magnitude of the rate cut is still uncertain. Meanwhile,
credit quality issue of Mainland property developers and geopolitical
tensions is likely to persist for some time, bringing uncertainties to
economic developments. Against this background, the Group has
continued to adopt appropriate assessment and risk management
procedures in the measurement of ECL. This includes reviewing credit
portfolios, considering different macroeconomic forecast scenarios,
assessing the reasonableness of ECL models outputs, and evaluating
the adequacy of ECL allowances.

Management judgments and overlay

To recap, in 2021, the Group imposed management overlay to
the ECL model output in consideration of the potential impact on
certain borrowers who relied on the Government’s Pre-approved
Principal Payment Holiday Scheme (“PPPHS”). Although the principal
moratorium ended in October 2023, and the credit quality of the
portfolio was generally maintained, the Group considered it appropriate
to maintain an overlay amount of 0.17% of the total outstanding
for the vehicle finance portfolio as a provision for risk in light of the
uncertainties ahead. The Group will continue to evaluate credit quality
of the portfolio and the need for such overlay in the coming year.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4Forward-looking information incorporated in the ECL models
(Continued)

Economic variable assumptions

The Group relies on a broad range of forward-looking economic
indicators as model inputs, such as the forecasts of macroeconomic
factors (“MEFs”) such as property price indices, GDP growth rates,
unemployment rates, and interest rates. The selection of MEFs had
gone through stringent statistical data tests commonly adopted by
the industry as well as expert judgements to ensure that MEFs used
in the ECL models are relevant to and reflective of the risk profile of
the Group’s credit portfolios while satisfying required quantitative
standards.

” o«

The scenarios “base”, “good” and “bad” were determined based on the
underlying assumptions described in the below table. In particular, the
“base” scenario makes reference to a set of macroeconomic forecasts
obtained from different economic research institutions and the Group’s
economist. “Good” and “bad” scenarios were developed by referencing
the MEFs in the “base” scenario, with appropriate adjustment to the
upside and the downside potential variations taking into account
the uncertainties in the forward-looking economic environments.
The magnitude of adjustment were quantified based on historical
movements of the MEFs observed through a long span of observed data
covering peaks and troughs of past economic cycles.
Scenario Underlying assumptions of the scenario
Base Forward-looking macroeconomic factors are a key
component of the macroeconomic outlook. The base
scenario is based on a set of macroeconomic forecasts
which formulate a “base case” view of the most probable

future direction of relevant economic variables.

Good This scenario is determined by making reference to the
“base” scenario and reflects positive uncertainties by
incorporating upside variations to the “base” scenario

macroeconomic forecasts.

Bad This scenario is determined by making reference to the
“base” scenario and reflects negative uncertainties by
incorporating downside variations to the “base” scenario

macroeconomic forecasts.

Dah Sing Financial Holdings Limited Annual Report 2023

181



182

3. MBREREREE

3.2 EEREE &)

3.2.2 FRHIEER1RE1E ()

3224 MATERAE EES IR R Z R B ()

AT RE (4

EEEEEZE T REERRAFIBEFIEZETM
HBERARELRE T 2ENEE > REEEES
HIOBEAR AN ENSAZMENBLE
ETTAA - RE—TFEEBR RGBSR
FEEKHMMERTRAGRES AR LTS
thBYFREIIR L T BREEERR, o (FR—HEEHE
it EERRNERBRX TEREEEESZETE
TTREE - A% BEATEMRENSIAKN
BRBRZRERBIFRBERBREEDEA

S8

B EETRRE SRR EAMKRRES IR T

3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4Forward-looking information incorporated in the ECL models
(Continued)

Economic variable assumptions (Continued)

Members of the CMC as well as department heads of credit risk units
put forth their most holistic view on the likelihood of occurrence,
enabling the Group to generate forecasts of economic factors and the
forward-looking PD and LGD. To have further professional review and
reasonableness checking, the Group’s economist provided his overall
view on whether the collective forecasted outcome is generally in line
with his expectation. As a stringent measure, the summarized outcomes
will be submitted to the CMC for final approval. These forward-looking
PD and LGD are then used as input parameters in the expected credit
loss model.

Significant period-end assumptions used for the ECL estimate are set

out as below.
SERRIMETI9
Average of 15 AR
5-Year One-Year
*2023F12831H As at 31 December 2023 Forward-Looking Forward-Looking
EREMEERELRX Hong Kong GDP Growth Rate (%) i Base 2.3% 2.5%
(Bt R¥F Good 7.0% 7.2%
= Bad -2.4% -2.2%
EREENE Hong Kong Residential Property Price  E5¢ Base 2.9% -5.0%
ERIEEEE) (5 DL) Index Change (%) BiF Good 22.2% 14.3%
= Bad -16.4% -24.3%
EBREZ (R Hong Kong Unemployment Rate (%)  £## Base 2.8% 2.8%*
Rif Good 2.3% 2.3%*
= Bad 4.7% 4.7%*
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)
3.2.2 Expected credit loss measurement (Continued)

3.2.2.4Forward-looking information incorporated in the ECL models
(Continued)

Economic variable assumptions (Continued)

SEHFIIE T

Average of LFHARIRE

5-Year One-Year

1120224 12H31H As at 31 December 2022 Forward-Looking  Forward-Looking
ERANMEERELRE Hong Kong GDP Growth Rate (%) Hit Base 1.8% 0.9%
(B RiF Good 7.4% 6.5%
TR Bad -3.8% -4.7%

ERAEME Hong Kong Residential Property Price  £52 Base 2.0% -3.9%
BEigisgEs) (B0t Index Change (%) R§f Good 25.2% 19.3%
= Bad -21.2% -27.1%

ERREE (AL Hong Kong Unemployment Rate (%)  £52 Base 2.9% 3.3%"
RiF Good 2.3% 2.3%*

= Bad 5.2% 5.6%*

* ZEIFRA RSN EARIFHZ BRI TR

LREREETRIMEERIR ERFER
RATTRA - IRAEMR Bz RERT AR
—HEE R E— T2t > RIRISE GRS
BEIERMENR > URMER BN o BRTHARE
TTULARAEE o

*

These one-year forward-looking rates represent forecast average rates for
one year.

The above assumptions were the latest forecasts available at the time
the ECL calculation was performed. If after the period-end date further
changes in the economic condition that are not consistent with the
forecasts are observed, adjustments may be made in the assignment
of probability weightings accordingly to reflect the latest situation. No
such adjustment was made so far.
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3. HBREREEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEEE (&) 3.2 Creditrisk (Continued)
3.2.2 FBHFISEERAIE (1B) 3.2.2 Expected credit loss measurement (Continued)
3.2.24 A TEERES BES1EEE 2 Mg B R (8) 3.2.2.4Forward-looking information incorporated in the ECL models
(Continued)
AT EE 2 RE (FB) Economic variable assumptions (Continued)
NDEFETER ) TBH IR AR IKEISERNTF The average weightings assigned to each economic scenario, “base”,
HREEWT - “good” and “bad” are as follows:
20234 20224
12H31H 12831H
31 December 31 December
2023 2022
=i Base 70% 1%
Bz Good 11% 14%
R Bad 19% 15%
BEERRUEMA WA it 15iR 2 Hhar e Other forward-looking considerations not otherwise incorporated
ZEREAE (FINEMEEE » IARBUAREZ & within the above scenarios, such as the impact of any regulatory,
B)ERER/EEATE  WIENZERRLTE legislative or political changes, have also been considered, but are not
HEEEEFHRARRREEEER R NETEH deemed to have a material impact and therefore no adjustment has
SHEE ° been made to the ECL for such factors. This is reviewed and monitored
for appropriateness on a quarterly basis.
HRES T Sensitivity analysis
FETEHREEHIBEGENRFERRUT ¢ The most significant assumptions affecting the ECL allowance are as
follows:
(i)  REZX> BEREHERFREILRERARE ()  Unemployment rates, given its impact on secured and unsecured
THRABEREENNFE ; borrowers’ ability to meet their contractual repayments;
(i) FERBELREEX  SENHEBRAREERIER (i)  GDP growth rates, given the significant impact on companies’
mEENEATE ; & performance and collateral valuations; and
(i) MEERIEE - SR HEREEIURIRRG (iiiy Property price indexes, given the significant impact it has on
ENEAFTE - mortgage collateral valuations.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.2 Expected credit loss measurement (Continued)

3.2.2.4Forward-looking information incorporated in the ECL models

(Continued)

Sensitivity analysis (Continued)

Set out below are the changes to the ECL that would result from
reasonably possible changes in these parameters from the actual

assumptions used in the Group’s economic variable assumptions:

= Retail
EEEEEIENEE
ECL Impact
LGB TFTUsR HK$’000 2023 2022
RFE=R Unemployment rates +1% 14,037 86,867
-1% (8,487) (13,103)
TEREIEREX GDP growth rates +0.5% (4,145) (4,610)
-0.5% 4,221 4,701
M BIRTER Property price indices +5% (5,729) (4,228)
-5% 11,651 8,360
faES Corporate
FEHAEEEIENRE
ECL Impact
LGB T HKS$’000 2023 2022
REX Unemployment rates +1% 26,048 35,288
1% (23,225) (32,079)
SEREIERE GDP growth rates +0.5% (4,953) (7,129)
-0.5% 5,161 1,417
YIZEEIBIEE Property price indices +5% (9,044) (7,254)
-5% 12,005 10,049
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.3 Risk limit control and mitigation policies

The Group has an established framework to manage and control
concentration risk with respect to individual borrower or counterparty
group, industry or country. Exposure limits by borrower or counterparty
group, industry or country are in place and their exposures are
monitored and reported to credit committees regularly.

The large exposure limits to borrower or counterparty groups are
capital based while the limits for industry are relative to the size of
the overall credit portfolio and bounded by regulatory limit. Country
limits are also set up with reference to the sovereign credit rating from
international credit rating agencies. All these limits aim to achieve a
more balanced portfolio.

To mitigate credit risk and where appropriate, the Group will obtain
collateral to support the credit facility granted. To control credit
risk exposure to counterparty arising from derivative positions,
the Group limits its derivative dealings with approved financial
institutions, and uses established market practices on credit support
and collateral settlement to reduce credit risk exposure to derivative
counterparties. Overall credit risk limit for individual financial
institution counterparty, including valuation limit for derivatives, is
approved by the GCC with reference to the financial strength and credit
rating of individual counterparty. The acceptable types of collateral
and their characteristics are established within the credit policies, as
are the respective margins of finance. Enforceable legal documentation
establishes the Group’s direct, irrevocable and unconditional recourse

to any collateral, security or other credit enhancements provided.

In relation to lending commitments that are unconditionally cancellable
without prior notice, the Group would assess the necessity to
withdraw the credit line in cases where the credit quality of a borrower
deteriorates. Accordingly, these commitments do not expose the Group
to significant credit risk.

Irrespective of whether collateral is taken, all credit decisions are based
upon the customer’s or counterparty’s credit profile, cashflow position

and ability to repay.
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3.23

FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (Continued)

Risk limit control and mitigation policies (Continued)
(a) Loansand advances

The Group has guidelines on the acceptability of specific classes
of collateral for securing loans and advances. The principal
collateral types are:

. Mortgages over properties;

. Charges over business assets such as premises and

accounts receivable;

. Charges over financial instruments such as debt securities
and equities;

. Charges over deposits; and

. Charges over shares.

In addition, in order to minimise credit loss, the Group will, where
possible, seek additional collateral from the borrower as soon as
impairment indicators are noticed on relevant individual loans

and advances.

(b) Debt securities

Debt securities and treasury bills are generally unsecured, with
the exception of asset-backed securities and similar instruments,
which are secured by portfolios of financial instruments or
underlying assets.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.3 Risk limit control and mitigation policies (Continued)
(c) Derivatives

All counterparty credit risk for derivatives trading are managed
as part of the credit risk control and monitoring process in
respect of the counterparty including credit controls such as
setting individual limit for valuation risk, daily settlement limits
and performing periodic credit assessment. Moreover, the
Group requires derivative contract counterparties to enter into
International Swaps and Derivatives Association Agreement or
analogous master agreement in order to follow the standardised
market practice of close-out netting arrangement in the event
of default or early termination and in accordance with the
regulatory requirements.

Collateral arrangements with selected counterparties are also
in place to limit our unsecured derivative exposures to these
counterparties.

3.2.4 Write off policy

The Group writes off financial assets, in whole or in part, when it has
exhausted all practical recovery efforts and has concluded there is
no reasonable expectation of recovery. Indicators that there is no
reasonable expectation of recovery include (i) ceasing enforcement
activity and (ii) where the Group’s recovery method is foreclosing
on collateral and the value of the collateral is such that there is no
reasonable expectation of recovering in full.

The Group may write-off financial assets that are still subject to
enforcement activity. The outstanding contractual amounts of such
assets written off during the year ended 31 December 2023 was
HK$1,160 million (2022: HK$201 million).
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held or
other credit enhancements

The following tables contain analysis of the credit risk exposure of
financial instruments. The gross carrying/notional amount of financial
assets below also represents the Group’s maximum exposure to credit
risk on these assets.

(1) Financial assets subject to impairment

2023%F12H31H At 31 December 2023
REfE/ 25EH8
Gross carrying/notional amount B
BHRE  REBEUT EiRER

% Special Sub-standard Bt ECL b ]
LBEF TSR HKS000 Pass mention or below Total allowance Net
RITREERRER Balance and placements with banks 21,025,087 - - 21,025,087 7,021 21,018,066
—Reg1 - Stage 1 21,025,087 - - 21,025,087 7,021 21,018,066
-k - Stage2 - - - - - -
—&3 - Stage3 - - - - - -

WATEEEEEHEA Debt instruments at fair value through
HE2EkaNERTIA other comprehensive income 40,071,584 - 78,113 40,149,697 81,886 40,067,811
—EE - Stagel 40,071,584 - - 40,071,584 34,356 40,037,228
-k - Stage2 - - - - - -
R8s - Stage3 - - 78,113 78,113 47,530 30,583
DU ATSRRER TR Debt instruments at amortised cost 39,421,145 - - 39,421,145 40,958 39,380,187
-k - Stagel 39,421,145 - - 39,421,145 40,958 39,380,187
—-R&2 - Stage2 - - - - - -
—E&3 - Stage3 - - - - - -
BREDRED Loans and advances to customers 138,418,175 1,851,740 2,779,561 143,049,476 1,113,256 141,936,220
—FBEL - Stagel 128,604,667 - - 128,604,667 364,345 128,240,322
—[EE - Stage2 9,813,508 1,851,740 - 11,665,248 263,656 11,401,592
—ReE3 - Stage 3 - - 2,779,561 2,779,561 485,255 2,294,306
BRZE Trade bills 2,060,317 - - 2,060,317 2,981 2,057,336
—EE - Stagel 2,060,143 - - 2,060,143 2,981 2,057,162
-k - Stage2 174 - - 174 - 174
—EE3 - Stage3 - - - - - -
eI S R EMERE Accrued interest and other accounts 5,607,342 20,487 67,933 5,695,762 20,923 5,674,839
R - Stage 1 5,577,164 - - 5577,164 6,987 5,570,177
) - Stage2 30,178 20,487 - 50,665 2,907 47,758
—E3 - Stage3 - - 67,933 67,933 11,029 56,904

EFREMBIE ) RIFIER  Loan and other commitments,

and financial guarantees 68,765,937 6,550 - 68,772,487 68,318 68,704,169
—R&1 - Stage 1 66,993,660 - - 66,993,660 65,861 66,927,799
-2 - Stage2 1,712,271 6,550 - 718,821 2451 1,776,370
—&3 - Stage3 - - - - - -
&t Total 315,369,587 1,878,777  2,925607 320,173,971 1,335,343 318,838,628

BRI ERIE - EFIRUATEE
BHEFHAHMEARGENEBTAZ%
ETBARNRESLHETPIESERNE

HEERE -

For the purpose of this disclosure, notional amount of debt
instruments at FVOCI and the associated ECL allowance
maintained in investment revaluation reserve are presented.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held or

REEERRGEE) other credit enhancements (Continued)
(1) ZAEREMENEREE @) (1) Financial assets subject to impairment (Continued)

2022412831 H (B &E7) At 31 December 2022 (Restated)

REE/ 2558
Gross carrying/notional amount EHES
SHEE  RBIEUT HiREER

= Special ~ Sub-standard At ECL FE
LBEF TR HKS'000 Pass mention or below Total allowance Net
RITEERRER Balance and placements with banks 28,849,423 - - 28849423 15861 28,833,562
—Reg - Stage 1 28,849,423 - - 28849423 15861 28,833,562
-k - Stage2 - - - - - -
—EE3 - Stage3 - - - - - -

WATESEEEEHEA Debtinstruments at fair value through
Et2ERaNERTA other comprehensive income 39,775,573 - - 39775573 482715 39,727,298
—RE - Stagel 39,697,600 - - 39,697,600 47645 39,649,955
—FEER - Stage2 77973 - - 77973 630 77,343
-8 - Stage3 - - - - - -
DU ATSRNER TR Debt instruments at amortised cost 33,001,145 - - 33,001,145 50435 32,941,710
—MBEL - Stage 1 33,001,145 - - 33,001,145 50435 32,941,710
—Reg - Stage?2 - - - - - -
—RE3 - Stage3 - - - - - -
REEFREHS Loans and advances to customers 132,178,325 1,812,898 2,539,012 136,530,235 1,636,402 134,893,833
—fEEL - Stage 1 123,617,311 - - 13617311 406,618 123,210,693
) - Stage?2 8,561,014 1,812,898 - 10373912 342,731 10,031,181
— B3 - Stage3 - - 2,539,012 2,539,012 887,053 1,651,959
BSTE Trade bills 3,666,988 - - 3,666,988 5,570 3,661,418
—RE - Stagel 3,665,808 - - 3,665,808 5,569 3,660,239
V) - Stage2 1,180 - - 1,180 1 1,179
-8 - Stage3 - - - - - -
JEEHH B REMERE Accrued interest and other accounts 4531917 11,806 70,319 4,614,042 25223 4,588,819
—MBEL - Stage 1 4,507,399 - - 4,507,399 10,198 4,497,201
—fBER2 - Stage 2 24518 11,806 - 36,324 2,238 34,086
B3 - Stage3 - - 70,319 70,319 12,787 57,532

EFREMBIE  RIFIER  Loan and other commitments,

and financial guarantees 74,563,798 33,167 10,125 74,607,090 98,973 74,508,117
—FE1 - Stage 1 71,765,299 - - 71,765,299 89,684 71675615
Y] - Stage2 2,798,499 33,167 - 2,831,666 9,289 2,822,371
B3 - Stage3 - - 10,125 10,125 - 10,125
=5 Total 316,567,169 1,857,871 261945 321,044,496 1,889,739 319,154,757

RITERIERARAT 2023FF4R




3.2.5

Ej}%nﬁﬁﬁii (:IE)
EE R (48)

Kt A#FBEZ B ARG RiE 7712
REEEREEE)

(1) ZEfEREMLEHEREE (&)
EETHRABOENT !

9B

&®
=

FUERNER B ERA KRBT AR
B{E30KMA ©

F24BRI TS RIR T — R EFEREIAEH
E31FE90K

B3R T RBIUT I —REFEREIAR
SLEE0K ©

b1aE S

L1487 ER) B A EENBERTRR
G BB EMR > RRMSRARFMH
B R E IR B ER B NESAS S 4

PR o

S22/ M RIRE) BB A EEANEERET
REFP BI04 - ARERAERKE
1% > g TEEBHIHEMRE R - BIBIAE
CHAEEBREEEEK -

FIHA T RAIU T 1B IREBRIER

SHRABZH ZF11EF 134K » RERETA

FRERRBEERRTEBZNE » RS

BWE B AEFMEREAZT AR, TF S
e

BEZENR > XAAZERCHERB B
73 R S E AR

3.2.5

FINANCIAL RISK MANAGEMENT (CONTINUED)
Credit risk (Continued)

Maximum exposure to credit risk before collateral held or
other credit enhancements (Continued)

(1) Financial assets subject to impairment (Continued)

The credit ratings are broadly categorised as follows:

Retail
Class 1 “pass”, which covers loans that are current or within 30

DPD.

Class 2 “special mention
31-90 DPD.

”, which generally covers loans with

Class 3 “sub-standard or below”, which generally covers loans
that are more than 90 DPD.

Corporate

Class 1 “pass”, which covers Grade 1 to 9 of the Group’s internal
loan grading system, represents loans for which borrowers
are current in meeting commitments and for which the full
repayment of interest and principal is not in doubt.

Class 2 “special mention”, which covers Grade 10 of the Group’s
internal loan grading system, represents loans with which
borrowers are experiencing difficulties and which may lead to
credit losses to the Group if the deterioration in loan quality
cannot be contained.

Class 3 “sub-standard or below”, which covers Grade 11 to 13
of the Group’s internal loan grading system, represents loans in
which borrowers are displaying a definable weakness that is likely
to jeopardise repayment; or collection in full is improbable and
the Group expects to sustain a loss of principal and/or interest; or
loans that are considered uncollectible after all collection options
have been exhausted.
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(2) BEFERENZHMEE

3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held or
other credit enhancements (Continued)

(1) Financial assets subject to impairment (Continued)

Treasury

Class 1 “pass”, which covers exposures to counterparties with

internal credit rating of BB- or above.

Class 2 “special mention”, which covers exposures to

counterparties with internal credit rating of B+ to B-.

Class 3 “sub-standard or below”, which covers exposures to

counterparties with internal credit rating of CCC+ or below.

(2) Financial assets not subject to impairment

IREE
Gross carrying amount

LOBIEFTlIT HKS$’000 2023 2022
FIER S RBENEE Trading assets

—fB#Es - Debt securities 1,739,841 562,161

—{TETA - Derivatives 1,062,388 746,544
qHHTETAR Hedging derivatives 2,503,761 3,154,692
AT ESTEEEEH T AEGN Financial assets at fair value

THEE through profit or loss

—REES - Investment funds 61,410 56,420
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FEFZEEKRRISE TP EE— T

. HERZBRANEZISERHERIFRZ

B8 ;

. EEREZELEIRBTEELERRE
RARZEMI1.94% (20224 © 1.86%) ; K&

. BHEHE SR EMESRERT4% (20224 :
72%) B/ VEASERP ©

3.2.6 BRiR#

BERERERBERIT

3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.5 Maximum exposure to credit risk before collateral held or
other credit enhancements (Continued)

The results of credit performance of the Group can be further assessed

with reference to the following:

. Mortgage loans, which represent the biggest group in the

portfolio, are backed by collateral;

. Loans and advances to customers that are credit-impaired
constituted 1.94% (2022: 1.86%) of the total loans and advances

to customers; and

. T74% (2022: 72%) of the investments in debt securities and other

bills have at least an A- credit rating.

3.2.6 Loans and advances

Loans and advances to customers are summarised as follows:

LB TF oo (75T HKS’000 2023 2022
BB AERE Gross loans and advances 143,049,476 136,530,235
NkR - REEELRRE Less: total impairment allowances (1,113,256)  (1,636,402)
e Net 141,936,220 134,393,833
EERBEZER R Credit-impaired loans and advances 2,779,561 2,539,012
Bk BEERSBEZER Less: Stage 3 impairment allowances (485,255) (887,053)
B8 Net 2,294,306 1,651,959
HERFRATE Fair value of collateral held* 1,707,443 1,056,118

EEREERABROERER K Credit-impaired loans and advances

BRzER DL as a % of total loans and advances
to customers 1.94% 1.86%

* IR AFEDRBERRHERERRER
ek METRDEERE

collateral and outstanding loan balance.

Fair value of collateral is determined at the lower of the market value of
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3. HBREREEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEEE (&) 3.2 Creditrisk (Continued)

3.2.6 BRIRBR(E 3.2.6 Loans and advances (Continued)
TRIITRIETERESTARAR 2 BEEED ML The table below shows the percentage of impairment allowance as a
BB Bt o percentage of loans and advances for each of the three broad internal

rating classes.

2023 2022
R BEZER
(L ETREREE HEMEREE
Epalid Bt
BB Impairment EIAEIH Impairment
BoLE allowance BHtE  allowance
Loans and as a % of Loans and as a % of
advances loan balance advances loan balance
% % % %
4871 Class
1-1F8 1-pass 96.8 0.3 96.8 0.4
2 - HRIRE 2 - special mention 1.3 10.0 1.3 15.3
3-WERS LT 3 - sub-standard or below 1.9 17.5 1.9 34.9
100.0 0.8 100.0 1.2
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3.

3.2 Creditrisk (Continued)

3.2.6 Loans and advances (Continued)

() BREBMBRESZERBIRFEEER

BEZERERRBM

EEREER KRB BRI AERPTF

ERZABRRERRAA

FERAERDFWT

FINANCIAL RISK MANAGEMENT (CONTINUED)

Loans and advances to customers that are credit-
impaired under HKFRS 9

The analysis of the gross amount of credit-impaired loans
and advances by class, along with the fair value of the related
collateral held by the Group as security, is as follows:

ARG
NEE
Eps4EEE WEEE BRE{E  Fairvalue
2023%F12H31H At 31 December 2023 Gross Impairment Carrying of collateral
LCBMSTF 5T HKS$’000 exposure allowance amount held
EERBEZER Credit-impaired loans
BAE : Loans to individual:
—EAF - Credit cards 13,055 11,265 1,790 =
—FIBE™N - Mortgages 336,922 60,443 276,479 315,248
—Hfh - Others 295,157 118,753 176,404 51,617
G : Loans to corporate entities:
—BHE®R - Term loans 1,834,850 195,196 1,639,654 1,073,352
—BBER - Mortgages 49,254 12,842 36,412 47,724
—BZmE - Trade finance 123,826 30,069 93,757 101,265
—HAth - Others 126,497 56,687 69,810 118,237
EEREZERIEEE Total credit-impaired loans 2,779,561 485,255 2,294,306 1,707,443
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3. HBREREEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEEE (&) 3.2 Creditrisk (Continued)
3.2.6 BRRB (B) 3.2.6 Loans and advances (Continued)
() BRERBMBREENFISFEESER (a) Loans and advances to customers that are credit-
BEZEFERRBEHR (@) impaired under HKFRS 9 (Continued)
FRERD
AT
et HEZEE REIE Fair value
20224 12431H At 31 December 2022 Gross  Impairment Carrying  of collateral
LCEMEF A5 HK$°000 exposure allowance amount held
EEREBEZER Credit-impaired loans
BAER Loans to individual:
—(EAF< - Credit cards 14,176 11,991 2,185 -
—ZIBE™R - Mortgages 254,376 52,170 202,206 219,655
—HAth - Others 340,231 168,771 171,460 43,633
BEEM Loans to corporate entities:
—BHE™M - Term loans 1,566,736 569,768 996,968 498,002
—IBER - Mortgages 109,328 6,608 102,720 108,734
—E2ME - Trade finance 106,092 35,465 70,627 43,726
—HAth - Others 148,073 42,280 105,793 142,368
EEREZEMMEEE Total credit-impaired loans 2,539,012 887,053 1,651,959 1,056,118
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3. HBREREEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEEE (&) 3.2 Creditrisk (Continued)
3.2.6 BRIRBR(E 3.2.6 Loans and advances (Continued)
() BEBERMU EZER KRB (b) Loans and advances overdue for more than 3 months

() BEHKIEEETAEEE

Gross amount of overdue loans

2023 2022
HEAREE BHEARER
Biiega BRARzE
Gross Gross
amount of {E48%E  amountof L4858
overdue BSLE overdue Py
LOBBETF AT 5T HKS’000 loans % of total loans % of total
REBEERERREBR Gross loans and advances to
40xE > EAe customers which have been
overdue for:
—3ERAUE6EAR - six months or less but
over three months 344,615 0.24 535,376 0.39
—6EAU EE15F - one year or less but over
six months 664,811 0.46 987,443 0.72
—1FU E - over oneyear 1,158,163 0.81 332,525 0.25
2,167,589 1.51 1,855,344 136
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3. HBERRERE(E) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEEE (&) 3.2 Creditrisk (Continued)
3.2.6 BERREZ (B) 3.2.6 Loans and advances (Continued)
() @EEARMU L2 BB (48) (b) Loans and advances overdue for more than 3 months

(Continued)

(i) BEIKREEEN BN ZRE (i) Value of collateral held and impairment allowances
BERATIFIRFmE against overdue loans and advances
= /0& bR
REEHEE WRhE bR il I i T ST FEER3
Outstanding Current  FRAIESRS RIEER R B
amount of market Portion Portion not Stage 3
20234 12H31H At31December 2023 loans and valueof coveredby coveredby impairment
LOBEF (73 HKS’000 advances collateral collateral collateral allowances

AEAREEEE  Overdueloansand

BRI advances to customers 2,167,589 2,615,092 1,553,890 613,699 228,158
BRI R m

RMEIZHEE THhE Rm IEREREE FEES3

Outstanding Current  PRZEAIEZRH FRIEERD BEZER

amount of market Portion  Portion not Stage 3

20224 12831H  At31 December 2022 loans and valueof  coveredby  coveredby impairment

LOBBETF o5 HKS 000 advances collateral collateral collateral  allowances

AEAREEES  Overdueloansand

BARESR advances to customers 1,855,344 1,715,178 888,975 966,369 632,380
FEZEERTEARIEER - &218 Collateral held mainly represented pledged deposits,
Y R IR E M E E B E R © mortgages over properties and charges over other fixed

assets such as equipment.

(A) KLEHEF(BIIRaEELRZE (c) Rescheduled advances net of amounts included in
HAEH) overdue loans and advances shown above
{h4a%E 4858
Bt Btk
LOBMET o 05 HKS’000 2023 % of total 2022 % of total
BREMREBR Loans and advances to customers 405,780 0.28 339,249 0.25
PEERIRAELES Stage 3 impairment allowances 115,036 123,023
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.7 Trade bills

As at 31 December 2023 and 2022, there were no balance of trade bills

that were overdue for more than 3 months.

3.2.8 Repossessed collateral

Repossessed collateral held at the year-end is as follows:

LGB TFTv5R HK$°000 2023 2022

BE4HE Nature of assets
Bl /ES Repossessed properties 252,687 125,262
Hth Others 925 5,560
253,612 130,822

W EHE R RIZ P TIE R BIRH E - BUGEER L
BIRARZERAKREERET -

& 5 BT % 35 48 {& 75 58,181,000 78 7T (2022 £F :
59,356,000787T) 2 17X R B Y #th 19 & F E A4 2E »
Th A E R R AR E A #h A BeiB i 2 S A TR
VIR ERE R DI - ZIRRRA 2| MEE31Z MH
HEEIBE NN ERBLEZEE - HEAZERE
WAL |EHEED o

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 the Mainland China with a total estimated
realisable value of HK$58,181,000 (2022: HK$59,356,000), which had
been foreclosed and repossessed by the Group pursuant to orders issued

by courts in the Mainland China, represent assets held by the Group
for resale and have been reported under “Other assets” in Note 31. The

relevant loans had been derecognised.
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3. HBERRERE(E) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 EEREE (&) 3.2 Creditrisk (Continued)
3.2.9 E5IRERE 3.2.9 Loss allowance
TRIBHIZE AN IR E AR H SR AN B LB The tables below provide a reconciliation of the Group’s ECL allowances
ZEBEPERKRBR ~ ERRIERYERRZTEH for loans and advances to customers, loan commitments and financial
EEREEEBRVEER o guarantees by stage under HKFRS 9.
=& Retail

FER1 PEER2 PEER3 ai

BHEE BHEE REEE RS
ERER EHRER GRER GRER

Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
LUBISF A5 HKS$’000 allowance allowance allowance allowance
2023%181H At 1 January 2023 301,393 43,466 232,932 577,791
B Transfers:
EREREEL Transfer to Stage 1 7,800 (5,227) (2,573) =
BB ERER Transfer to Stage 2 (6,259) 38,425 (32,166) =
BB EME3 Transfer to Stage 3 (25,868) (18,830) 44,698 =
HPSERERREEEEES  Effect of stage transfers and changes in
pd-7 allowance (4,595) 11,755 339,157 346,317
HRITRE « BAZ New financial assets originated,
HiERER THEE purchased or derecognised during
the period 55,948 17,767 (6,880) 66,835
BITIAR BHIBRE /18K Changes in PDs/LGDs/EADs/forward-
BRI,/ AIEMERRRZ looking assumptions
HE) (50,112) (11,140) 48,651 (12,601)
FRPRREIR Unwind of discount 363 570 76 1,009
b6} Write-offs - - (433,434) (433,434)
S e EL At 8 Foreign exchange and other movements (72) (47) - (119)
2023%12H31H At 31 December 2023 278,598 76,739 190,461 545,798
20225181H At 1 January 2022 365,825 36,230 219,180 621,235
B . Transfers:
BN Transfer to Stage 1 5,676 (5,676) - -
IS EREESD Transfer to Stage 2 (4,498) 4,975 (477) -
IS EREEL3 Transfer to Stage 3 (20,511) (13,099) 33,610 -
HFSERER R EEEEES  Effect of stage transfers and changes in
Pl allowance (845) 7,615 266,461 273,231
HRFRE ~ BAT New financial assets originated,
BRI SRMEE purchased or derecognised during
the period 36,837 7,516 (7,197) 37,156
BRTIRR ERIBLR 1EX) Changes in PDs/LGDs/EADs/forward-
RSB AN,/ AR looking assumptions
HE) (81,337) 5,403 31,178 (44,756)
FRPRAGIR Unwind of discount 409 502 68 979
b6 Write-offs - - (309,891) (309,891)
SN R EL 1A & Foreign exchange and other movements (163) - - (163)
20224128318 At 31 December 2022 301,393 43,466 232,932 577,791
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3. HEEKRER(8)
3.2 EEEK@E)
3.2.9 EFEER ()

3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.9 Loss allowance (Continued)

1oE Corporate
Z231 PEE%2 2] =1
RIE4EEE RpgAEEE R pE4EEE R IE4EEE
Stage 1 Stage 2 Stage 3 Total
ECL ECL ECL ECL
LUBISF oI5 HKS$’000 allowance allowance allowance allowance
2023%181A At 1 January 2023 194,546 308,554 654,121 1,157,221
B Transfers:
B ERERL Transfer to Stage 1 20,345 (19,629) (716) -
B E SR Transfer to Stage 2 (17,535) 17,535 - -
BREMEE3 Transfer to Stage 3 (123) (200,220) 200,343 -
HREERER L EHEBFIESE  Effect of stage transfers and changes in
e allowance (8,115) 19,807 174,078 185,770
HARETRAE « A SEISNRESD  New financial assets originated,
ZEREE purchased or derecognised during the
period 10,497 43,908 (19,597) 34,808
BINIAE BHIBKE /184 Changes in PDs/LGDs/EADs/
BB AEIE BT RIRER forward-looking assumptions
) (48,113) 17,929 257,298 227,114
fRBRALIR Unwind of discount 396 1,579 508 2,483
12| Write-offs - - (971,199) (971,199)
SNPE Ry ELfthEEh Foreign exchange and other movements (290) (89) (42) (421)
2023F12831H At 31 December 2023 151,608 189,374 294,794 635,776
2022F181H At 1 January 2022 218,142 323,745 328,429 870,316
=75 2N Transfers:
BERERERL Transfer to Stage 1 7,275 (6,111) (1,164) -
IS EREESD Transfer to Stage 2 (19,004) 19,004 - -
BT EREER3 Transfer to Stage 3 (1,795) (81,831) 83,626 -
PSR R B EEFTES  Effect of stage transfers and changes in
pd -7 allowance (3,481) 20,174 505,434 522,127
HAPORTRAE ~ BEATIBIEERESR  New financial assets originated,
ZEMEE purchased or derecognised during the
period 23,306 (16,342) (39,442) (32,478)
BHIIAE LB ZE /184 Changes in PDs/LGDs/EADs/forward-
JRBRAENE AIBRIMERIRR looking assumptions
b= (28,716) 50,246 44,493 66,023
FRBRAGIR Unwind of discount 84 1,422 127 1,633
s Write-offs - - (267,340) (267,340)
4N R EL M B Foreign exchange and other movements (1,265) (1,753) (42) (3,060)
20224128318 At 31 December 2022 194,546 308,554 654,121 1,157,221
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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)
3.2.9 Loss allowance (Continued)

The tables below provide a reconciliation of the Group’s gross exposure
(in terms of the aggregate of carrying amount of loans and advances
to customers and notional amount of loan commitments and financial
guarantees) by stage under HKFRS 9.

o2 Retail
REEZL PEEZ2 F&EE 3 =5
el [ pz4R%E R pn4REE EpRAREE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
LUBISF oI5 HKS$’000 exposure exposure exposure exposure
2023F1H1H At 1 January 2023 108,270,766 549,368 608,783 109,428,917
B . Transfers:
BREMREL Transfer to Stage 1 91,960 (69,081) (22,879) -
B R Transfer to Stage 2 (499,145) 576,495 (77,350) -
EIEEREEL3 Transfer to Stage 3 (449,421) (154,194) 603,615 -
FIERESD ~ AR LEFESD Origination, derecognition, further
E—SBH&IES lending and repayment 581,806 (70,277) (33,527) 478,002
sy Write-offs - - (433,434) (433,434)
SNPE Ry ELfthiEEh Foreign exchange and other movements (28,606) (262) (74) (28,942)
2023%12H31H At 31 December 2023 107,967,360 832,049 645,134 109,444,543
20221811 At 1 January 2022 111,759,224 448,842 588,688 112,796,754
B Transfers:
EREREL Transfer to Stage 1 76,020 (76,020) - -
BT EREERD Transfer to Stage 2 (344,783) 349,174 (4,391) -
RS Transfer to Stage 3 (347,038) (93,907) 440,945 -
FUARESD ~ A% HERR - Origination, derecognition, further
E—SERER lending and repayment (2,714,542) (78,721) (106,318) (2,899,581)
b6} Write-offs - - (309,891) (309,891)
S T EL A ED Foreign exchange and
other movements (158,115) - (250) (158,365)
20225 12831H At 31 December 2022 108,270,766 549,368 608,783 109,428,917
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.9 Loss allowance (Continued)

1oE Corporate
RSEZL PEE%2 F&E% 3 =5
el B pz4R%E R pn4REE [ pRAREE
Stage 1 Stage 2 Stage 3 Total
Gross Gross Gross Gross
LUBBF AT HKS$’000 exposure exposure exposure exposure
2023%1H1H At 1 January 2023 86,794,020 12,656,210 1,940,354 101,390,584
0 A Transfers:
B ERERL Transfer to Stage 1 825,047 (820,113) (4,934) -
IR Transfer to Stage 2 (4,489,852) 4,498,645 (8,793) =
BREMEE3 Transfer to Stage 3 (60,863)  (1,445,766) 1,506,629 -
VIEHESD ~ 4R ERERR Origination, derecognition, further
E—HE $}J§’z;g%’x lending and repayment 4,608,617 (2,277,320) (327,205) 2,004,092
i Write-offs - - (971,199) (971,199)
INPE R EfthiEEh Foreign exchange and other movements (46,002) 370 (425) (46,057)
2023%F12531H At 31 December 2023 87,630,967 12,612,026 2,134,427 102,377,420
2022F181A At 1 January 2022 93,331,598 13,457,362 856,375 107,645,335
B . Transfers:
B EREL Transfer to Stage 1 1,289,871 (1,287,410) (2,461) -
R ERER2 Transfer to Stage 2 (4,974,097) 4,979,117 (5,020) -
B ERER3 Transfer to Stage 3 (827,604) (823,332) 1,650,936 -
FIUAHERR ~ AR EFEED ~ Origination, derecognition, further
E— DFE NIRRT lending and repayment (1,858,687) (3,640,620) (287,024) (5,786,331)
b6 Write-offs - - (267,340) (267,340)
SN R EL 1A B Foreign exchange and other movements (167,061) (28,907) (5,112) (201,080)
2022412831H At 31 December 2022 86,794,020 12,656,210 1,940,354 101,390,584
HMEMASORIRERERITVERR AR AL A Treasury portfolio, which consists of cash and balances with banks

SIBES LA TS B B HE

MEBIR > ERUA

B2EBEREK3 > HFEE

ABTT) ©
RS o

Hittn4e=

Bt AEMMEmEmREG

NEESFEEHEEEF AR
e mEmW R ER T A42(E78,113,00078 7T P
= 518 R B L e 7 A8
FEFF22022512 A 31 HB9630,000 78 i i1 = 5
2023512531 HMI47,530,00078 7T (20224 :
77,973,000/ 8 TS EL 1B EMEEL2 » TEEMEE

&5 48 [R5 B 85 78 AR FE FR 72,0008 7T 18 1 630,000
FEEX LAV B4

e

BRENER
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and debt instruments at amortised cost or fair value through other
comprehensive income. Of which, debt instruments at fair value
through other comprehensive income with notional amount of
HKS$78,113,000 was transferred from Stage 2 to Stage 3 with an
increase in ECL allowance from HK$630,000 as at 31 December 2022
to HK$47,530,000 as at 31 December 2023 (2022: transfer notional
amount of HK$77,973,000 from Stage 1 to Stage 2 with an increase in
ECL allowance from HK$72,000 to HK$630,000) due to stage transition.
Others are classified in Stage 1 without stage transition during the year.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.10 Debt securities

The table below presents an analysis of debt securities by rating agency
designation at 31 December 2023 and 2022.

NATEEHE
BEEHA
Hitt2EE
HEmEE
Financial  LU#ERRIZT
assetsat  IRMVSRIEE
BER 5 fair value Financial
B#EE  through other assets at
2023%12A31H At 31 December 2023 Trading comprehensive amortised At
LB T8 HKS’000 assets income cost Total
AAA AAA - 927,174 204,328 1,131,502
AA- E AA+ AA-to AA+ 1,739,841 14,972,157 8,768,677 25,480,675
A-E A+ A-to A+ = 16,210,084 16,502,344 32,712,428
B EERA- Rated but lower than A- - 5,259,389 6,458,233 11,717,622
KB Unrated - 1,395,483 7,487,563 8,883,046
=5l Total 1,739,841 38,764,287 39,421,145 79,925,273
AT ESE
BEEZEEA
EthemEia
NEREE
Financial — LUEERAZAS
assetsat  EHIERMBEE
RS fair value Financial
FIREE  through other assets at
20225128310 At 31 December 2022 Trading  comprehensive amortised st
LOBETF i8R HKS°000 assets income cost Total
AAA AAA - 3,127,926 - 3,127,926
AA- E AA+ AA-to AA+ 562,161 10,208,949 6,440,778 17,211,888
A-ZE A+ A-to A+ - 15,630,609 15,822,608 31,453,217
BB BERA- Rated but lower than A- - 8,975,053 7,449,315 16,424,368
*BTR Unrated - - 3,288 444 3,288,444
Gl Total 562,161 37,942,537 33,001,145 71,505,843
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk
exposure

(a) Geographical sectors

Loans and advances to customers by geographical area are
classified according to the location of the borrowers 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 borrower.

The following table analyses gross loans and advances to
customers by geographical area.

20235 2022£F

12H31H 12H31H

At At

31 December 31 December

LGB T 737 HKS$°000 2023 2022
BE B MRS Gross loans and advances to

customers

_E# - Hong Kong 119,759,434 115,359,550

—FRE P - Mainland China 7,546,867 6,387,927

— 5P - Macau 14,012,453 13,466,251

—HAth - Others 1,730,722 1,316,507

143,049,476 136,530,235

Dah Sing Financial Holdings Limited Annual Report 2023
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.2 Creditrisk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk

EE () exposure (Continued)
(2) 7% (b) Industry sectors
EEEA RPN — 21T # R B s Gross loans and advances to customers by industry sector classified
4E according to the usage of loans
LGB TFTi2)m HK$’°000 2023 2022
TEBERNER Loans for use in Hong Kong
TrEErt Industrial, commercial and financial
—WEERE - Property development 6,908,262 5,194,440
—MERE - Property investment 23,767,506 21,406,840
— Rl - Financial concerns 3,607,794 2,564,573
— &L - Stockbrokers 1,240,252 842,926
— BT EX - Wholesale and retail trade 4,791,670 4,825,599
—RE% - Manufacturing 1,684,066 1,954,317
— B BRI - Transport and transport equipment 2,662,549 2,247,726
—BRETEE) - Recreational activities 62,840 79,708
—EHRE - Information technology 29,760 22,048
—Hh - Others 6,062,815 6,054,928
50,817,514 45,193,105
BA Individuals
—EBEIEEEHEE - Loans for the purchase of flats
FAAZEERTEL & in Home Ownership Scheme,
ITHEEHEFE BT EM Private Sector Participation
Scheme and Tenants Purchase
Scheme 467,752 484,470
—EEEMEEMEER - Loans for the purchase of other
residential properties 34,954,353 33,911,826
—(ERREM - Credit card advances 3,841,087 3,674,222
—Hfh - Others 13,530,504 12,181,304
52,793,696 50,251,822
TEBERNER Loans for use in Hong Kong 103,611,210 95,444,927
B5mME (FE(1) Trade finance (Note (1)) 5,624,799 5,752,611
TEEBLUMERNER (5X(2) Loans for use outside Hong Kong
(Note (2)) 33,813,467 35,332,697
143,049,476 136,530,235
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.2 Creditrisk (Continued)

3.2.11 Concentration of risks of financial assets with credit risk
exposure (Continued)

(b) Industry sectors (Continued)

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

Note:

(1)  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.

(2) Loans for use outside Hong Kong include loans extended to
customers located in Hong Kong with the finance used outside
Hong Kong.

3.3 Marketrisk

Market risk is the risk of losses in assets, liabilities and off-balance sheet

positions arising from adverse 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.

Banco Comercial de Macau, S.A. (“BCM”) and Dah Sing Bank (China)
Limited (“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.

Dah Sing Financial Holdings Limited Annual Report 2023
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.3 Marketrisk (Continued)

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

3.3.1 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.

(a) Marketrisk 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.

(i) 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.

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.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 Marketrisk (Continued)

3.3.1 Marketrisk arising from the trading book (Continued)

(a)

Market risk measurement technique (Continued)
(i) Value-at-risk (Continued)

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 year was
HK$3,022,000 (2022: HK$3,388,000).

(ii)  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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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.3 Marketrisk (Continued)

3.3.1 Marketrisk arising from the trading book (Continued)

VaR summary of trading portfolio

#F2023%F12H31H1E121AA B ZE2022F12831H 1E1218 8
12 months to 31 December 2023 12 months to 31 December 2022

Ty == R=IE F B 218

LB TFoSn HKS 000 Average High Low Average High Low

AR P Foreign exchange risk 2,504 4,030 291 1,660 3,113 262

2R & Bz Interest rate risk 1,393 4,822 469 2,393 5,844 511

EERE All risks 3,022 5,997 703 3,388 6,132 653
332 JREIRITARZ %5 EfE 3.3.2 Market risk arising from the banking book

FREBZRITERT > THEREREERENEH K
HmtBEZ e -

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

with positions in debt and equity securities.
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(a) 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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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 Marketrisk (Continued)

3.3.2 Marketrisk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio
(i) 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 subsidiaries in Mainland
China and Macau. The net exposure positions including
the trading and non-trading portfolios, both by individual
currency and in aggregate, are managed by the Treasury
and Global Markets Division 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.

At 31 December 2023, if HKS had weakened by 100 basis
points against RMB with all other variables held constant,
the profit after tax for the year and equity would have been
HK$34 million higher (2022: HK$27 million higher), mainly
as a result that the foreign exchange gain on translation of
RMB denominated financial assets outweighed the foreign
exchange losses on translation of RMB denominated
financial liabilities.

Conversely, if HKS had strengthened by 100 basis points
against RMB with all other variables held constant, the
profit after tax for the year and equity would have been
HK$34 million lower (2022: HK$27 million lower).
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 Marketrisk (Continued)

3.3.2 Marketrisk arising from the banking book (Continued)

(b)

Sensitivity analysis of non-trading portfolio (Continued)

(ii)  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 (“IRRBB”). 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 undergo adverse impact 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.

At 31 December 2023, if HKS and USS market interest
rates had experienced a 200 basis points parallel up shock
under the HKMA’s standard parallel up scenario, with
other variables held constant, the impact on earnings over
the next 12 months and the impact on economic value of
equity would have been HK$201 million higher and HKS$775
million lower respectively (2022: HK$335 million higher and
HK$670 million lower respectively).

The method and assumptions used in the above sensitivity

analysis on foreign exchange risk and interest rate risk are broadly
on the same basis for both 2022 and 2023.

In addition to foreign exchange risk and interest rate risk, the Group’s

investments in debt securities and equity securities are also exposed

to risks arising from other factors. Consequently, the value of such

investments could change significantly depending on a variety of

factors including liquidity risk, market sentiment and other events that

might affect individual or portfolios of exposures.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 Marketrisk (Continued)

3.3.3 Currency risk

The table below summarises the Group’s financial assets and

THEEREE  UKEEBBRINGERETF liabilities as well as off-balance sheet net notional positions and credit
BEREEREZEEE - commitments translated into equivalent HKS amounts, categorised by
currency.

20235128310 At 31 December 2023 AT e ol AR Hftr ait
LOBETF AR HKS000 HKD usb MOP RMB Others Total
BE Assets
& RITRITHVAEER Cash and balances with banks 7,713,392 2,500,264 492,475 1,456,793 4,702,770 16,925,694
ERTIE{ER NI Placements with banks maturing between

N one and twelve months 506,135 1,202,174 - 2,230,640 153423 4,092,372
?%T’E*%ﬁﬁﬁ%ﬁ% Trading securities 1,739,841 - - - - 1,739,841

WRTHES B EE S5 Financial assets at fair value through

Maﬁﬁﬁﬂﬁmﬁzéé profit or loss 3,841 1,629,734 - 8,216 38919 1,680,710
fTESBTA Derivative financial instruments 98,744 3,190,255 - 43,311 233,839 3,566,149
KIE“%HWE =l Advances and other accounts 114,870,630 12,764,467 8,063,354 8,794,242 5175702 149,668,395

UATEEEHEEEA Financial assets at fair value through

Hit > ERENEREE other comprehensive income 8,126,145 35,683,013 863,923 88,181 980,582 45,741,844
DU AT RN EREE Financial assets at amortised cost 5,499,662 30,238,435 1,577,744 1,887,122 177,224 39,380,187
SHBEAH Total financial assets 138,618,390 87,208,342 10,997,496 14,508,505 11,462,459 262,795,192
&ff Liabilities
RITER Deposits from banks 39,775 1,954,100 - 490,697 472 2,485,044
fTEEMTA Derivative financial instruments 41,690 1,036,182 - 12,231 183,316 1,279,419
FIERZRENEE Trading liabilities 99,853 - - - - 99,853
BEER Deposits from customers 137,418,165 39,986,513 8,785,490  12,005512 8,339,680 206,535,360
BEINERE Certificates of deposit issued - 2,428,028 - - - 2,428,028
BEER Subordinated notes - 50916,645 - - - 5916,645
HAERE RiBE Other accounts and accruals 4678571 3,925,856 594,568 304,294 62,558 9,565,847
SRBERH Total financial liabilities 142,284,054  55247,324 9,380,058 12,812,734 8,586,026 228,310,196
BEARRNEARE Net on-balance sheet positions (3,665,664) 31,961,018 1,617,438  1,695771 2,876,433 34,484,996
BEBERIMIERE TR Off-balance sheet net notional

positions* 47,035  (22,348,398) - (1,436,748)  (1,798,634) (25,536,745)

EEEE Credit commitments 55,122,860 7,059,396 1841877 4,697,483 50,871 68,772,487

* BEARRIINGAELRFEETERNREARSE
ESNEEF AR INEERITE TRRR TP

*

amounts of foreign currency derivative financial instruments which are

Off-balance sheet net notional positions represent the net notional

principally used to reduce the Group’s exposure to currency movements.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.3 Marketrisk (Continued)

3.3.3 Currency risk (Continued)

2022%12A318 At 31 December 2022 BT e il NG it At
LB F s HKS$°000 HKD usp MOP RMB Others Total
BE Assets
RERIERITHER Cash and balances with banks 8,774,615 1,905,775 524,672 2,294,417 5190,167 18,689,646
ERMZDERRE Placements with banks maturing

HER between one and twelve months 5,882,761 1,483,862 - 2,271,134 500,159 10,143,916
BERBRRNES Trading securities 562,161 - - - - 562,161
WATEEEEEH:H Financial assets at fair value through

NEGRERIEE profit or loss 14,126 523,287 - 9,303 75,352 622,068
TE&mIA Derivative financial instruments 153,112 3,568,584 - 2,716 176,824 3,901,236
REETREMKE Advances and other accounts 110,370,130 13,530,834 7,988,114 8,453,444 2,801,548 143,144,070
WATESEEEEHHA Financial assets at fair value through

Htt2EhENEHEE other comprehensive income 9,909,987 30,750,175 324,526 131374 930,774 42,046,836
DS ATRNSREE Financial assets at amortised cost 4154888 25,113,813 1,141,293 2,355,588 176,128 32,941,710
SREER Total financial assets 139,821,780 76,876,330 9978605 15523976 9,850,952 252,051,643
& Liabilities
TR Deposits from banks 422,926 3,689,567 - - - 4,112,493
fTE£MTIA Derivative financial instruments 59,048 828,542 - 11,551 98,496 997,637
KIERZEENERE Trading liabilities 730,491 - - - - 730,491
BRER Deposits from customers 128,257,787 38,818,087 9,216,694 13,042,823 9,239,518 198,574,909
BETHETE Certificates of deposit issued - 4,228,983 - - - 4,228,983
BEER Subordinated notes - 3,801,495 - - - 3,801,495
EfERERTER Other accounts and accruals 4033314 4,318,583 398,953 316,402 53,586 9,120,838
SEIBRAS Total financial liabilities 133,503,566 55,685,257 9615647  13370,776 9,391,600 221,566,846
BEBBRAREETE Net on-balance sheet positions 6318214 21,191,073 362,958 2,153,200 459350 30,484,797
BESERIMIELETE Off-balance sheet net notional positions* 16,463,860 (15,923,280) - (1,099,191) 647,607 88,996
EEAE Credit commitments 59,473,558 7,503,748 2,160,921 5,092,322 376541 74,607,090
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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.3 Marketrisk (Continued)
3.3.4 Interest rate risk

The table below summarises the Group’s exposure to interest rate risks.
Included in the table are the Group’s financial assets and liabilities at

carrying amounts, categorised by the earlier of contractual repricing or

maturity dates.

3fEAME
3{ER f 1EE
FUT Over 56 SELE THE

2023%12831H At 31 December 2023 3months 3months  Over1lyear Over  Non-interest =1
BT AT HKS000 or less to1year to 5 years 5years Bearing Total
BE Assets
RERHTHEER Cash and balances with banks 16,071,513 - - - 854,181 16,925,694
ERTIEREANIS Placements with banks maturing

igfe=s between one and twelve months 1,336,416 2,755,956 - - - 4,092,372
ﬁfﬁ*%ﬁ%ﬁﬁ?éﬁ% Trading securities 1,725,135 7,293 7,413 - - 1,739,841

SUNTERIEE 2 agN Financial assets at fair value through

?,amﬁﬁﬁmméé profit or loss 53,194 - - - 1621516 1,680,710
fTEeMIA Derivative financial instruments - - - - 3,566,149 3,566,149
XIEQW&HWEE Advances and other accounts 129,096,954 7,392,673 5,604,257 253,581 7,320,930 149,668,395

UATES 2 B HEFE A Financial assets at fair value through

,\ﬂﬂ%ﬁuﬁzmﬁﬁﬁmﬂéé other comprehensive income 5955779 7,989,493 21,376,780 3,515,093 6,004,609 45,741,844
DU AT RN EREE Financial assets at amortised cost 4,855,651 7,644,867 19,752,407 7,125,270 1,992 39,380,187
SREEAH Total financial assets 159,094,642 25,790,282 46,740,857 10,893,944 20,275,467 262,795,192
&ff Liabilities
TR Deposits from banks 2,472,238 6,107 - - 6,699 2,485,044
fTE£MTIA Derivative financial instruments - - - - 1219419 1,279,419
RIERBRENER Trading liabilities 99,853 - - - - 99,853
BRER Deposits from customers 153,000,001 37,648,912 2,634,371 - 13,251,986 206,535,360
BETNEH Certificates of deposit issued 796,144 1,631,884 - - - 2,428,028
BEES Subordinated notes 1,754,856 - 4,161,789 - - 5916,645
HAERE RiaE Other accounts and accruals 487,301 101,392 326,627 149,062 8,501,365 9,565,347
EHakaH Total financial liabilities 158,610,483 39,388,295 7,122,787 149,162 23,039,469 228,310,196
HISBIREE A Total interest sensitivity gap

(RiE®)* (unadjusted)* 484,159  (13,598,013) 39,618,070 10,744,782
H=fTE TRARMZFE Effect of interest rate derivative

contracts 30,131,970 (395,558)  (17,669,399)  (12,067,013)
HEBREEA: (GHRE)* Total interest sensitivity gap
(adjusted)* 30,616,129  (13,993,571) 21,948,671  (1,322,231)

* RISHEN EBREE HEESERNEEMN *
BENFAEET - KBRENSSREEEA
BUREF X EBRMETHRETE T RSN
Ko into to mitigate interest rate risk.

Unadjusted interest sensitivity gap is determined based on positions of
on-balance sheet assets and liabilities. Adjusted interest sensitivity gap
takes into account the effect of interest rate derivative contracts entered

Dah Sing Financial Holdings Limited Annual Report 2023 | 215



216

3. HBREREEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.3 HiGEE (&) 3.3 Market risk (Continued)
3.3.4 FIEEE (48) 3.3.4 Interest rate risk (Continued)
3EANE
3(ER 3 VERE
T Over E5E SELE TEE

20225128318 At 31 December 2022 3months 3months  Over 1year Over  Non-interest EH
LBEF TR HKS’000 or less tolyear to 5 years 5years Bearing Total
BE Assets
RERIERTIER Cash and balances with banks 16,974,988 - - - 1714658 18,689,646
TERTIE1ER MBI Placements with banks maturing

HER between one and twelve months 7,232,880 2,911,036 - - - 10143916
RIERZRENES Trading securities 545,165 6,438 10,558 - - 562,161
WATEGFEEEEHHA Financial assets at fair value through

BaleHEE profit or loss 47,117 - - - 574,951 622,068
fTEEHTIA Derivative financial instruments - - - - 3,901,236 3,901,236
REEFREMRE Advances and other accounts 122,136,233 4,964,340 8,510,503 2,910,738 4622256 143,144,070
WATEFEEEEHHA Financial assets at fair value through

BE2ENaENEHEE other comprehensive income 6,809,174 6,158,337 20,117,460 4,975,835 3986,030 42,046,836
DESMAT RN ERHEE Financial assets at amortised cost 2,977,086 3210135 19,161,502 7,590,998 1989 32,941,710
SREER Total financial assets 156,722,643 17,250,286  47800,023 15477571 14,801,120 252,051,643
=0 Liabilities
BT Deposits from banks 3411424 - - - 701,069 4,112,493
fTE£MIA Derivative financial instruments - - - - 997,637 997,637
RIERZEENERE Trading liabilities 730,491 - - - - 730,491
BRER Deposits from customers 132,380,200 48,937,816 2,406,598 - 14850293 198,574,909
BROINETE Certificates of deposit issued 814,917 3,049,142 364,924 - - 4,228,983
BEER Subordinated notes - - 3,801,495 - - 3,801,495
HiteRE RiBlE Other accounts and accruals 738,548 101,529 295,877 101,148 7,883,736 9,120,838
SRBEAT Total financial liabilities 138075582 5,088,487 6,868,894 101,148 24432735 221,566,846
HESRERS Total interest sensitivity gap

(RigsHE) - (unadjusted)* 18647061  (34,838201) 40,931,129 15376423
RZTETRGNZEE Effect of interest rate derivative contracts 29,990,577 689,839  (16,153,692)  (14,526,724)
RIS BEIEES (TER) Total interest sensitivity gap (adjusted)* 48637638 (34,148,362) 24777437 849,699
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 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.

3.4.1 Liquidity risk management process

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 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 Treasury and Global Markets
Division 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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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 Liquidity risk (Continued)
3.4.1 Liquidity risk management process (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 times 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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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 Liquidity risk (Continued)

3.4.1 Liquidity risk management process (Continued)

BEBT In HK$ million
20234 20224
12H31H 12H31H
AERD 4R As at As at
Internal EacAER| 31 December 31 December
categorisation Basic Criteria 2023 2022
F1R RIEEEBBENRIEELNBN « ZiBRREIRT - BRABRES KA 13,202 11,331
BRI R AREERNNEEES
Tier1 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
F2AMR RBREEMBE IREENHAT ~ LBERIRT - REERIFER 13,594 7,859
EETHIERZ BB EER20%NEBES
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#R EVABREERLAI BN R EEER LD RENEE 46,973 46,384
HNEEREREBRTHRRCEMEERS
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

FERTEHETEDAE - SEREER EERE
By~ —RTB e R EMERRE S ZUT
ERBMERRERBZ T HER TRETE -
FEBRI-RINABRERER  SFEEIEHK
BIEMEER RS & Pl & Bhs8 B E RIS R AR IRAY
Bz NE R IHER - ZERERESEE S
g R HESE 2 RN ERIEN A
MBIRERT BT (PINETRIEHZRL 7
ERERSMEREERRZEE) - BFETR
BAAKEVSEFERAREE B URFRAD
REERAN - ERRABZRZRATRAE
TRREBERTZREATEAMS » REE
ME=H2RFEE - AEEZWERATNEER
REZBBERTREEARDES K RUEMESE
2o AEEZITTETAER GRS RINESH R
REWN - AEFEZTET AR GRS RHINESK
RAURGH - BRAEBETETARZHFZ

AR R o

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 identify any emerging risk at an early stage. The
Group maintains a contingency plan that sets out its strategies for
dealing with liquidity stresses 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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3. MSEMEIE(E) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.4 GEESRK (&) 3.4 Liquidity risk (Continued)

3.4.2 FIHFE ST 3.4.2 Maturity analysis
TEROMAEERREHREERASOEIEAES The table below analyses the Group’s assets and liabilities into relevant
EFOEER (WMEBER) 2 HFHEIBErEEKR maturity groupings based on the remaining period at the end of the
I=(E reporting period to the contractual maturity date or, where applicable,

the earliest callable date.

ERME  3@BLE
18R {E3fEREMT k3 1EBE
il e HUT  3monthsor Over B5E SENE

20235128310 At 31 December 2023 Repayable Upto lesshutover  3months  Overlyear Over  EEHHE a
LT HKS'000 ondemand 1month 1 month to1year to5years 5years Indefinite Total
BE Assets

RERERTHLES Cash and balances with banks 2815245 14,110,449 - - - - - 16,925,694
HETIEDERR Placements with banks maturing

SHBER between one and twelve months - - 132831 862,515 1,901,536 - - 409231
#1’&%@38@%%% Trading securities - 799,564 925,571 1,93 7413 - - 173988

AATEBEEES Financial assets at fair value through

ﬁ/\iﬁm NEREE profit or loss - - - - - - 1680710 1,680,710
fiteMIA Derivative financial instruments - 391,222 168,773 461,233 1108949  1,435,9M - 3,566,149
XIE‘*#&H% = Advances and other accounts 7,036,111 20,559,109 8,776,580 18,956,891 47,185,312 43,856,725 2,397,667 149,668,395

JATETBEESEETA  Financial assetsat fairvalue through

Amwﬁzmﬁﬁﬁmﬂﬁé other comprehensive income - 2462699 2424250 8,100,081 22,262,164 3515092 6977556 45,741,844
DESHASIRENEHEE  Financial assets at amortised cost - QMT698 1279847 7,995,630 20,520,749 7,125,271 1992 39,380,187
BENTRE Investment in an associate - - - - - - 25131 2215131
HEEHERSE Investments in jointly controlled

entities - - - - - - 129,946 129,946
BE Goodwill - - - - - - 785,774 785,774
BVEE Intangible assets - - - - - - 92,390 92,390
NERHMETEE Premises and other fixed assets - - - - - - 2,900,013 2,900,073
REnE Investment properties - - - - - - 709,859 709,859
PHiEER Current income tax assets - - - 1,213 - - - 1213
ELHEERE Deferred income tax assets - - - - 158,023 - - 158,923
BEAt Total assets 1075135 40,770,741 14903344 36,384,916 93,154,046  55933,060 17,891,098 269,788,561
& Liabilities
KT Deposits from banks 97,690 625719 1,755,528 6,107 - - - 2,85,
fTheRTA Derivative financial instruments - 484,474 166,770 331,390 246,168 50,617 - 119,819
REFERNEE Trading liabilties - 99,853 - - - - - 99,853
BB Deposits from customers 61,119,062 35816318 69,316,486 37,649,123  2,63437T1 - - 206,535,360
BEANEDE Certificates of depositissued - 406,054 390,000 1,631,884 - - - 2,428,028
BEEH Subordinated notes - 1,754,856 - - 4,161,789 - - 5,916,645
HEsE Lease liabilities - 12,410 24,107 96,397 301,743 52,03 - 487,592
iR R Other accounts and accruals,

FUERESR excluding lease liabilities 403,66 4,258,897 990,453 2,248,140 481,649 38,466 657,04 9,078,255
PfiEaR Current income tax iabilities - - - 287,152 - - - 287,152
ELHEAR Deferred income tax liabilities - - - - 192,629 - - 192,629
Bfeas Total liabilities 61,620,378 43458581  7T2,643434 42,050,193 8,018,349 142,018 657,024 228,789,977
BEEEE Net liquidity gap (50,869,022)  (,687,840)  (57,740,090)  (5,865,277) 85,135,697 55,791,042 17,234,074 40,998,584
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3. MBRAREEE)

3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.4 RENEEERE(E) 3.4 Liquidity risk (Continued)
3.4.2 FIHEE 7 (48) 3.4.2 Maturity analysis (Continued)
BBME  3ERME
18R B3EAFLT 31 1 E
e FGUT  3monthsor Over E5E SELE
NF1ANA(EEF))  At3LDecember 2022 (Restated) Repayable Upto  lessbutover ~ 3months  Overlyear Over  EEAHE it
LOEETFT A HKS'000 ondemand 1month 1month to 1year to5years 5 years Indefinite Total
EE Assets
RERTERNES Cash and balances with banks 3343941 15345705 - - - - - 18689646
ERTIZ1{ERR Placements with banks maturing
EllceE between one and twelve months - - 7232878 2,911,038 - - - 10143916
B GBENES Trading securities - - 545,165 6,438 10,558 - - 562,161
NATEEEEEE Financial assets at fair value through
SABENEHEE profit or loss - - - - - - 622,068 622,068
TESRIE Derivative financial instruments - 297,916 169417 233,959 1,390,438 1,809,446 - 3,901,236
ZREFREAMERE Advances and other accounts 7300787 19,346,822 9407745 15007043 45158900 43,779,598 23175 143,144070
WATEHEREZEHA  Financial assets at fair value through
Hin>ERENEREE  other comprehensive income - 1495726 4,748,078 5916659 20,821,449 4975835 4089089 42,046,836
DUBSHATERNSSEE  Financial assets at amortised cost - 1,399,416 515,786 320,134 20223385 7,591,000 1989 32941710
RELARE Investment in an associate - - - - - - 159290 2,159,290
HFAEHERRE Investments in jointly controlled
entities - - - - - - 12301 130m
e Goodwil - - - - - - 785,774 785,174
BVEE Intangible assets - - - - - - 92,390 92,30
NERHMETEE Premises and other fixed assets - - - - - - 2897676 2897676
REmE Investment properties - - - - - - 782,816 782,816
EEEE Deferred income tax assets - - - - 266,415 - - 266,415
EERH Total assets 10644728 37885585 20619129 28185271  8TSTLI4S 58155879 13797339 259,159,076
I Liabilities
i Deposits from banks 517,595 2,574,810 1,020,088 - - - - 4112493
TESRIE Derivative financialinstruments - 249,956 184,586 161,327 401,768 - - 997,637
B FBENER Trading liabilities - 499,725 230,766 - - - - 730491
BB Deposits from customers 0670816 21539766 55020079 48937887 2,406,361 - - 198,574,909
BEANEDE Certificates of depositissued - - 814916 3,049,143 364924 - - 428,983
BEEE Subordinated notes - - - - 3,801,495 - - 3,801,495
HEaR Lease liabilities - 12,075 24,404 104127 297,066 101,148 - 539,020
EftRPRFR Other accounts and accruals,
FMUERESE excluding lease liabilities 34153 426318 975,305 37,449 712,963 M0 154849 8581818
HiEaE Current income tax iabilities - - - 297,641 - - - 297641
EIEsE Deferred income tax liabilities - - - - 59,552 - - 59,552
BEA: Total liabilities 502,564 29139714 58270144 52587574 8044129 845,065 1534849 221924039
FrEtER Net liquidity gap (60857836) 8745871 (35651015 (24402303 19827016 57310814 12262490 37,235,037
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3. HEEKRER(E8)
3.4 RENESERE(E)
3.4.2 FIEIH T (4B)

RBRERRFERERR BT EERREAN
R ARG AN EIHE A 2 FEREAIR
DIFFITRIE :

3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 Liquidity risk (Continued)
3.4.2 Maturity analysis (Continued)

In respect of certificates of deposit held for investment purpose
and included in total assets as at the end of the reporting period,
the relevant balance, analysed based on the remaining period to
contractual maturity is shown as follows:

HEAME
B3R 3ERMUL
AU RE 1EME

HHEE  UERSLUT  3monthsor Over B5E SENE

Repayahle Upto lessbutover  3months  Overlyear Over R ait
LT HKS'000 on demand 1month Imonth  tolyear  to5years Syears Indefinite Total
20235127310 At 31 December 2023
REREEA Certificates of deposit held included in:
DWATESTERESHA  Financial assets at fair value through other
ERENENSREE comprehensive income - - 116,051 245,088 - - - 361,139
DESMATERNEREE  Financial assets at amortised cost - 527,423 - 3,390,846 - - - 3,918,269
N0ENA3IAE At31 December 2022
BERDEAER Certificates of deposit held included in:
DATEFSEESEET A Financial assets at fair value through other
Ht2EbanemEE comprehensive income - - - - 234,493 - - 234,493

DERHARENSHEE  Financial assets at amortised cost

BEESERAREMNRAEEMN R ENER Y E
EEREE+TNEE - HNETHNEBRXZEREE
FHEERIRERTRLER - WIRTTME > T2id
EHNERE R EE - MAEKNFERAERSE
FgED > BhERMEIRER

BEHEGENIBHARNSENMAEREEZ
MEEERNES Rt ERRSES REER
KR EREGPIAERBNERRE -

HEE-—RAERE =SS REBEEREEED
REE > BAERNEREREE FTRREN
MEBEFRREDREENEREE - HNRZEE
AEREIR LB BASHAES - FAILBNE
HEEZEEAENRENGOBEZERLER
HEAIREEK o

RITERIERARAT 2023FF4R

S STEN IGTATS 20TIASe 327688

3,120,178

The matching and controlled mismatching of the maturities and interest
rates of assets and liabilities are fundamental to the management
of the Group. It is unusual for banks to be completely matched, as
businesses transacted are often of uncertain term and of different
types. An unmatched position potentially enhances profitability, but
also increases the risk of losses.

The maturities of assets and liabilities and the ability to replace,
at an acceptable cost, interest-bearing liabilities as they mature
are important factors in assessing the liquidity of the Group and its
exposure to changes in interest rates and exchange rates.

Liquidity requirements to support calls under guarantees and
standby letters of credit are considerably less than the amount of the
commitment because the Group does not generally expect the third
parties to fully draw funds under the agreement. The total outstanding
contractual amount of commitments to extend credit does not
necessarily represent future cash requirements, as many of these
commitments will expire or terminate without being funded.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 Liquidity risk (Continued)
3.4.3 Undiscounted cash flows by contractual maturities

The table below presents the cash flows payable by the Group under
non-derivative financial liabilities, derivative financial liabilities that
will be settled on a net basis and derivative financial instruments that
will be settled on gross basis by remaining contractual maturities at the
end of the reporting period. The amounts disclosed in the table are the
contractual undiscounted cash flows, whereas the Group manages the
inherent liquidity risk based on expected undiscounted cash inflows.

The Group’s derivatives that normally will be settled on a net basis

include:

. Foreign exchange derivatives: OTC currency options, currency

futures, exchange-traded currency options;
. Interest rate derivatives: interest rate swaps, forward rate
agreements, OTC interest rate options, interest rate futures and

other interest rate contracts; and

. Equity derivatives: equity options and equity futures.

The Group’s derivatives that will be settled on a gross basis include:

. Foreign exchange derivatives: currency forward, currency swaps

and cross currency interest rate swaps;
. Interest rate derivatives: interest rate swaps; and

. Credit derivatives: credit default swaps.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 Liquidity risk (Continued)

3.43 Undiscounted cash flows by contractual maturities

224

(Continued)
ERL L 3ERME
3ERFHUT F1f 1EHE
YEASST  3monthsor Over F56
2023F12H31H At 31 December 2023 Upto lesshutover 3months  Over1year SENE Bt
LOBETF T ia)m HKS$°000 1month 1month tolyear to5years  Over5years Total
FETARER Non-derivative cash flow
&fa Liabilities
RITER Deposits from banks 729,834 1,755,734 6,107 - - 2,091,675
BRER Deposits from customers 97,675,853 71,009,237 38,762,094 2,706,755 - 210,153,939
KIERZRENEE Trading liabilities 100,000 - - - - 100,000
BEINERE Certificates of deposit issued 426,348 410,104 1,715,955 - - 2,552,407
G Subordinated notes 1,800,993 - 214323 5,012,902 - 7,028,218
HESR Lease liabilities 12,411 24,107 96,397 301,744 52,935 487,594
Efi&E Other liabilities 51,322 19,150 699,463 417,058 319,780 1,506,773
EEAE Total liabilities
(BHEIEE) (contractual maturity dates) 100,796,761 13,218,332 41,494,339 8,438,459 372,715 224,320,606
fIETRRER Derivative cash flow
BREEEEZTESRIA Derivative financial instruments settled
on net basis (4,705) (14,592) (33,941) (65,284) - (118,522)
e A e Derivative financial instruments settled
on a gross basis
it Total outflow 85,336,237 || 22,075,866 || 72,768,443 || 5,529,931 613,826 || 186,324,303
AL Total inflow (85,388,726) | | (22,183,153) || (73,795,310) | | (8,432,753) || (1,300,819) ||(191,100,761)
(52,489)  (107,287)  (1,026,867)  (2,002,822) (686,993)  (4,776,458)
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.4 Liquidity risk (Continued)

3.43 Undiscounted cash flows by contractual maturities

(Continued)
BRLEE  3ERML
3EAAUT FlIE 1M E
MERZLAT  3monthsor Over E5F
202F 128311 (BEF) At 31 December 2022 (Restated) Upto  lessbutover 3months  Over1year SEYF At
BT HKS'000 1month 1month to 1year to5years  Over5years Total
FETARER Non-derivative cash flow
L Liabilities
RGN Deposits from banks 3,148,402 1,382,987 - - - 4,531,389
REER Deposits from customers 94,698,468 55619737 50,025,532 2,472,269 - 202,816,006
FIERZRENaE Trading liabilities 500,000 232,000 - - - 732,000
BEINEDE Certificates of deposit issued - 831,134 3,186,512 392,760 - 4,410,406
®IEEE Subordinated notes 44103 - 113,547 4,505,592 - 4,663,242
HESR Lease liabilities 12,851 25,511 108,500 308,464 102,485 557,811
HitefE Other liabilities 1,889,838 482,138 393,580 401 271,458 3,037,415
&fE0E Total liabilities
(B#3EH) (contractual maturity dates) 100,293,662 58573507 53,827,671 7,679,486 373943 220,748,269
TETARSN Derivative cash flow
A A = Derivative financial instruments settled
onnet basis (127,172) (39,229) (96,951) (47,124) (1,520) (311,996)
REBER  TESRTA Derivative financial instruments settled
on a gross basis
Vilukers Total outflow 65,920,646 | | 19,021,182 | | 19,090,989 | | 16,823,690 6,407,382 | |127,263,889
TMAEE Total inflow (64,878,213) | | (18,802,935) | | (21,225,892) | | (19,005,166) | | (7,135,611) | |(131,047,817)
1,042,433 218247 (2,134903)  (2,181,476) (128229)  (3,783,928)
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.4 Liquidity risk (Continued)
3.4.4 Off-balance sheet items

Included in the table below are the following items:

. Loan commitments by reference to the dates of the contractual
amounts of the Group’s off-balance sheet financial instruments

that commit it to extend credit to customers and other facilities;

. Financial guarantees based on the conditions existing at the

reporting date as to what contractual payments are required;

. The future minimum lease payments under non-cancellable
operating leases in respect of operating lease commitments
where a Group company is the lessee; and

. IBERERREZERKIE . Capital commitments for the acquisition of buildings and
equipment.
1EMR 1EME
2023%12H31H At 31 December 2023 No later E5E S5ENE =6
LUBBEF TG HKS’000 than 1 year 1-5years Over5years Total
BREIE Loan commitments 63,598,438 2,657,580 194,226 66,450,244

IR AR REMERRE

Guarantees, acceptances and
other financial facilities

-EREERERD - Guarantees and standby letters
of credit 1,906,693 22,228 - 1,928,921
- REREEERR - Documentary and commercial
letters of credit 393,322 - - 393,322
S=vibiopeis Operating lease commitments 2,474 6,355 1,430 10,259
BRI Capital commitments 50,729 - - 50,729
At Total 65,951,656 2,686,163 195,656 68,833,475
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Liquidity risk (Continued)

3.4.4 Off-balance sheet items (Continued)

1FEA 1FME
20224 12A31H At 31 December 2022 No later E56F SENE a3t
LUBIET oI5 HK$’000 than 1 year 1-5years  Over5years Total
BRUKIE Loan commitments 68,441,125 2,301,536 668,036 71,410,697
R AR R EMS RS Guarantees, acceptances and other
financial facilities
-EREERERR - Guarantees and standby letters
of credit 2,613,307 17,352 - 2,630,659
- RENEEEAE - Documentary and commercial
letters of credit 247910 - - 247910
mEAEERED Forward forward deposits placed 317,824 - - 317,824
LS FRAYAIE Operating lease commitments 6,299 10,297 - 16,596
BRI Capital commitments 71,857 - - 71,857
&zt Total 71,698,322 2,329,185 668,036 74,695,543
3.5 ERMBEEREBEBEZATE 3.5 Fair values of financial assets and liabilities

(B) RXFEZEE

AHERRPANEFEEaHRRAERE
BERNEEEARENEF ZIEFIER - &
FEREVERREAREZEERESHT
B2 (HERR o (h{EREREE R ERERRN
BB RS ERMGENMEE (WER)
LT o MG EGRTDERSE - BEA
FEStERREZ eIt -

TR TRZATHEEBRHSER TS
2RENFERETZAFRETHEERE
PRUSENE % B EFTSZ (2B > T B
B EZIBRENERGET A

(a) Determination of fair value

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.
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Fair values of financial assets and liabilities (Continued)

(a) Determination of fair value (Continued)

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.

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.
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FINANCIAL RISK MANAGEMENT (CONTINUED)

Fair values of financial assets and liabilities (Continued)

(b) 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

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 OTC derivative contracts. These are financial
instruments with quoted prices for similar instruments
in active markets or quoted prices for identical or
similar instruments in inactive markets and financial
instruments valued using models where all significant
inputs are observable.

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.
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3. HBRREIEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.5 EMBEEREBEZATEGE 3.5 Fair values of financial assets and liabilities (Continued)
(Z) A TFEFRE) (b) Fair value hierarchy (Continued)

BATESECEEREE Assets and liabilities measured at fair value:

230

REMATFESE Recurring fair value measurements
2023F12H831H At 31 December 2023 H14R 24k 34K AaE
LUBEMSTF (i3 HKS’000 Level 1 Level 2 Level 3 Total
S Descriptions
BIER S RARNFEEE Trading securities and financial
AT EstEEEE assets at fair value through
SIABENESMEE profit or loss
B85 Debt securities - 1,739,841 - 1,739,841
RS & Equity securities and
KEES investment funds 1,627,516 - 53,194 1,680,710
TEEMITA Derivative financial instruments
FERZB® Held for trading - 1,062,388 - 1,062,388
ET=P=sh(=apid Held for hedging - 2,503,761 - 2,503,761
LUATEstE R HES) Financial assets at fair value
stAEHMZEERER through other comprehensive
THEE income
Ei%sE 5 Debt securities - 38,764,287 - 38,764,287
RS Equity securities 5,216,265 - 1,761,292 6,977,557
RATEAEZEESET Total assets measured at fair
value 6,843,781 44,070,277 1,814,486 52,728,544
AT EstEHHEET Financial liabilities at fair value
AEENEMEE— through profit or loss -
FERZ AR held for trading
(bt Es Debt securities - 99,853 = 99,853
TTEEMTIA Derivative financial instruments
BER SRR Held for trading - 1,057,303 - 1,057,303
A B Held for hedging - 222,116 - 222,116
RATEEZBESEt Total liabilities measured at fair
value - 1,379,272 - 1,379,272
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FINANCIAL RISK MANAGEMENT (CONTINUED)
Fair values of financial assets and liabilities (Continued)

(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value: (Continued)

Recurring fair value measurements (Continued)

Financial assets classified as Level 3 assets represent investments
in equities securities and investment funds issued by unlisted
entities. These investments in equities securities were acquired
some years ago when the Group applied to join the platforms
or cooperative arrangements operated by the relevant entities
in areas such as international financial messaging, cross-border
payments, credit cards issuance, etc. which are essential to the
provision of banking services by the Group.

The unlisted equity investments are measured using valuation
techniques of market comparable companies, dividend discount
model, discounted cash flow model, or recent transaction.
The significant unobservable inputs are the average price-to-
book ratio (“PB ratio”) of the comparable listed companies, the
dividend growth rate and cost of equity used in the dividend
discount model, and the discount rate and dividend yield used
in the discounted cash flow model. As at 31 December 2023, If all
of the significant unobservable inputs favourably changed and
unfavourably changed by 5%, the Group’s other comprehensive
income would have increased by HK$87 million (2022: HKS$50
million) and decreased by HK$87 million (2022: HK$45 million)
respectively. The unlisted investment funds are measured at net
assets value.

For the year ended 31 December 2023 and 31 December 2022,
there were no transfers of financial assets and liabilities into or
out of the Level 1, Level 2 and Level 3 fair value hierarchy. The
changes in carrying value represent the revaluation gains/losses
during the year. There was no addition or disposal during the
year.
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3. HBREREEE) 3. FINANCIAL RISK MANAGEMENT (CONTINUED)

3.5 TREERAGEZATEGE) 3.5 Fair values of financial assets and liabilities (Continued)
(Z) A TFEFRE) (b) Fair value hierarchy (Continued)
BATEEZEERERE | (8) Assets and liabilities measured at fair value: (Continued)
KEHATFEE (@) Recurring fair value measurements (Continued)
20224F12831H At 31 December 2022 B4R 24k 38R a5
LB T A8 HKS’000 Level 1 Level 2 Level 3 Total
NE Descriptions

BERX ZA®EMNESRK  Trading securities and financial
LUATFEstE2BEES)  assets at fair value through
FFABENSREE profit or loss

BERERS Debt securities - 562,161 - 562,161
HmMEF K Equity securities and
KREES investment funds 574,951 - 47,117 622,068
TTEEMITA Derivative financial instruments
RER % Bk Held for trading - 746,544 - 746,544
FaERELH Held for hedging - 3,154,692 - 3,154,692

AT {Est= B HE S Financial assets at fair value

sTAHMEZEWERN through other comprehensive

TRIEE income

B8 Debt securities - 37,942,537 - 37,942,537
Em e Equity securities 3,414,107 15,210 674,982 4,104,299

WATEEBEEZEESST Total assets measured at fair
value 3,989,058 42,421,144 722,099 47,132,301

MATFEEsrE B EES)E  Financial liabilities at fair value

AEmEMasE— through profit or loss -

R Z AR held for trading

Bi%5E Debt securities - 730,491 - 730,491
TTESmMTA Derivative financial instruments

BERZ AR Held for trading - 640,447 - 640,447

B BIEEH Held for hedging - 357,190 - 357,190

WAEEtEZEBESST Totalliabilities measured at fair
value

1,728,128

1,728,128
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.5 Fair values of financial assets and liabilities (Continued)

(b) Fair value hierarchy (Continued)

Assets and liabilities measured at fair value: (Continued)

The following table represents the changes in Level 3 instruments:

Equity securities and 20235 20224
investment funds measured 12H31H 12831H
WA EIEREEFAEEZ at fair value through profit At At
RS RIREES or loss 31 December 31 December
LOBMST T3 HKS’000 2023 2022
F4) Beginning of the year 47,117 87,027
HE Disposal - (49,456)
RRERZWAR Unrealised fair value gains
REIR 7 AT ERG recognised in the net trading
income 6,077 9,546
FXR End of the year 53,194 47,117

MaHEstE B HEE AHMEE IR
TREE REESIEFINEWE, I8
ZFE o MENULEINIEHE -

(A) KB FEFEZEHMTR

TIHENEEREZER > WEEM T2
B TENATEE:

(i) RERRITEFREIRITOE

=
=

EIRTHF B ERRBRERZ AT
BEHEREE © BIEN 7Rz bst
AFETHREBNERREERERE
HREIM A 2 EBUERMEETHSHX
SHREZALIRIREA -

(i) EREMRBEN > REZRE

ERkBRNB S REZ G ATE
fETESH AR E W OB IR R~ AhIR
R - BETIRERIIRITH BT R,
BUEEAFE

The changes in carrying value of financial assets at fair value
through other comprehensive income include the effects of
foreign exchange gains/losses. There was no addition or disposal
during the year.

(c) Financial instruments not measured at fair value

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

(i) Cash and balances and placements with banks

The fair value of floating rate placements and overnight
deposits is their carrying amount. The estimated fair value
of fixed interest bearing deposits is based on discounted
cash flows using prevailing money-market interest rates for
debts with similar credit risk and remaining maturity.

(ii) Loans and advances to customers, and trade bills

The estimated fair value of loans and advances and trade
bills represents the discounted amount of estimated future
cash flows expected to be received. Expected cash flows are
discounted at current market rates to determine fair value.
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(R) FEAFEFESZEHTE () (c) Financial instruments not measured at fair value

FINANCIAL RISK MANAGEMENT (CONTINUED)

3.5 Fair values of financial assets and liabilities (Continued)
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(Continued)
(iii) Financial assets at amortised cost

Investment securities include interest-bearing assets
included in the amortised cost category. Fair value of
amortised cost assets is based on market prices or broker/
dealer price quotations. Where this information is not
available, fair value is estimated using quoted market
prices for securities with similar credit, maturity and yield
characteristics.

(iv) Deposits from banks, deposits from customers and
certificates of deposit issued

The estimated fair value of deposits with no stated
maturity, which includes non-interest bearing deposits, is
the amount repayable on demand. The estimated fair value
of fixed interest-bearing deposits and other borrowings
not quoted in an active market is based on discounted
cash flows using interest rates for new debts with similar
remaining maturity.

(v) Subordinated notes

For those notes where quoted market prices are not
available, the present value technique is used based on
current yield curve and/or credit spread appropriate for the
remaining term to maturity to estimate fair value.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.5 Fair values of financial assets and liabilities (Continued)

(c) Financial instruments not measured at fair value
(Continued)

The carrying amounts of the Group’s financial instruments carried
at cost or amortised cost are not materially different from their
fair values as at 31 December 2023 and 2022 except as follows:

2023128317 At 31 December 2023 BREfE 1R 28R B34k ATE
LOBET L5 HKS'000 Carrying value Level1 Level 2 Level 3 Fair value
ERHEE Financial assets
RERRTESE  Cashand balances and

ERINEDR placements with banks 21,018,066 21,018,066 - - 21,018,066
DU AT R Financial assets at

SREE amortised cost 39,380,187 - 39,314,227 2,000 39,316,227
SHEE Financial liabilities
BETHERE Certificates of deposit issued 2,428,028 - 2,430,481 - 2,430,481
BEES Subordinated notes 5,916,645 - 5,915,400 - 5,915,400
2022 12A31H At 31 December 2022 FEE 514 S #30 AT
LOBET L5 HKS000 Carrying value Level 1 Level2 Level3 Fair value
SREE Financial assets
L RRTERE  Cashand balances and

HEIRTNER placements with banks 28,833,562 28,833,562 - - 28,833,562
DUBSREIARFIERAY  Financial assets at

SHEE amortised cost 32,941,710 - 32,578,289 2,000 32,580,289
TRaR Financial liabilities
BEITNERE Certificates of deposit issued 4,228,983 - 4,233 857 - 4,233,857
BEES Subordinated notes 3,801,495 - 3,797,662 - 3,797,662
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.6 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.

3.6.1 Banking business

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 I
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 IlI
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.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.6 Capital management (Continued)
3.6.1 Banking business (Continued)

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.

The principal forms of capital included in the balances on the
consolidated statement of financial position 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 Mainland
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 National Financial
Regulatory Administration (“NFRA”) respectively for supervisory

purposes.

The required information is filed by BCM with the AMCM and by DSB
China with the NFRA on a quarterly basis. The AMCM requires BCM and
the NFRA 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.
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3. FINANCIAL RISK MANAGEMENT (CONTINUED)
3.6 Capital management (Continued)
3.6.2 Insurance business

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.

3.7 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 consolidated financial statements. These services
could give rise to the risk that the Group could be accused of mal-
administration.

3.8 Insurancerisk

The Group has established a risk appetite framework with risk
tolerance limits set to control the types and amount of risk to take
in its operations. It manages insurance risk through its underwriting
strategy, risk monitoring and management system and reinsurance
arrangements.

The Group is subject to concentration risk arising from natural
disasters accidents. The Group’s underwriting strategy seeks diversity
to ensure a balanced portfolio and is based on a portfolio of similar
risks over a number of years and, as such, it is believed that this
reduces the variability of the outcome. Premium pricing is set at an
appropriate level that corresponds with the underlying exposure of
the risks underwritten. The Group has a company-wide retention limit
on risks and reinsures the excess of risks under facultative and treaty
reinsurance arrangement.

Within the insurance process, concentrations of risk may arise where
a particular event or series of events could impact heavily upon
the Group’s liabilities. Such concentrations may arise from a single
insurance contract or through a small number of related contracts, and
relate to circumstances where significant liabilities could arise.



4. ERASFBRRZEEGHLERH
=}

FEBFHZ A RBRREFE T —VREE
RIBEEMREEZ TR - FERGREBEL
BEREHMER > SEETEERERT  HRKREE
LR A ENTEN > W@ {EHZ
a5t R A o 5t RIRR Z AE R SE AR EE
FHEREB 2 HINEEREARE - BERERT
Bz st RBRRMERZEE > PIERELER
KRR Z MNP EEE - ZERIKESE R G
HIZEH A RBRZAENEAERZ R E
ERBRZHRERZER  FEFMRMZEE R
BROBEENGE  RENELAERZEGY
BRENZMHBEENR REFRAEZE T EE
DNEREHE -

() TR EEGIRERNE

REBFAAFTERNATEFEEEEEHF AR
ftheEWmE e SREENRREEHRERN
EBNERERARERI A BRAREER T
EETA GINERENZAISEM RS ZIEX)
MEXRRZ 8IS - AUEES ERMEERE
28 BR MG I AEMEE3. 2200 E— 5

MERER - HRESH T RIEERENEEER
SENTEHRUE -

ERASHRELUERREERREREETEKR
FE > Fln

. EEEEREAEEMZ L ;

. EEABEZEAKRRRUBIFIERREE
518

. FESRE R, TISEURIRMEEREE &8
HNEERENTEIREERRE &

BIABTARR ERYE ARV R (FEt ETEHE
B EAR o

BRI EE R iSRS (5 1 AYH) B K (5t BISE AR
BRI HEE3.2.2

4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

The Group makes estimates and assumptions that affect the reported
amounts of assets and liabilities within the next financial year. Estimates
and judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future events
that are believed to be reasonable under the circumstances. Changes
in estimates and assumptions may have a significant impact on the
results of the Group in the periods when changes are made. The
application and selection of different estimates and assumptions, and
their subsequent changes, could affect the Group’s profit and net asset
value in the future. The Group, based on its high-level assessment of
the sensitivity impacts on the reported assets and liabilities of the
Group arising from the changes in critical accounting estimates and
assumptions, believes that the estimates and assumptions adopted
are appropriate and reasonable, and the financial results and positions
presented in the consolidated financial statements are fair and
reasonable in all material respects.

(a) Measurement of the ECL allowance

The measurement of the ECL allowance for financial assets measured
at amortised cost and FVOCI is an area that requires the use of complex
models and significant assumptions about future economic conditions
and credit behaviour (e.g. the likelihood of customers defaulting and
the resulting losses). Explanation of the inputs, assumptions and
estimation techniques used in measuring ECL is further detailed in Note
3.2.2, which also sets out key sensitivities of the ECL to changes in these
elements.

A number of significant judgements are also required in applying the
accounting requirements for measuring ECL, such as:

. Determining criteria for significant increase in credit risk;

. Choosing appropriate models and assumptions for the

measurement of ECL;
. Establishing the number and relative weightings of forward-
looking scenarios for each type of product/market and the

associated ECL; and

. Establishing groups of similar financial assets for the purposes of

measuring ECL.

Detailed information about the judgements and estimates made by the
Group in the above areas is set out in Note 3.2.2.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
(CONTINUED)

(b) Fair value of financial instruments

A majority of the Group’s investments in debt securities carried at fair
value are valued based on observable market quotations. The Group
applies judgement in selecting the most appropriate quotation for
valuation purposes based on its assessment of the range of observable
quotations, recent observable transactions, the reliability and quality
of the pricing source, and the value of securities of a similar nature. For
unlisted equity investments, management judgement and estimates
are required for the selection of appropriate valuation parameters,
assumptions and modelling techniques.

The carrying amounts of the financial instruments measured at fair
value at reporting date are shown in Note 20, 21 and 23.

(c) Impairment of goodwill and intangible asset

For business combinations, subsequent to initial recognition of
goodwill and intangible assets, any major change in the assumptions
in relation to future benefits to be generated from the intangible
assets, including future cash flow of benefits to be generated from the
acquired entities, or discount rates which could be caused by major
changes in market conditions and outlook, could result in adjustments
to the carrying values of such assets. In the event that the expected
recoverable amounts of goodwill and intangible assets are significantly
lower than their carrying values, impairment of such assets would have
to be recognised.

The carrying amounts of goodwill and intangible asset at reporting date
are shown in Note 28.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
(CONTINUED)

(d) Impairment assessment of the investment in an
associate, Bank of Chongqing (“BOCQ”)

The Group carries out impairment assessments on its investment in
BOCQ in accordance with HKAS 36 “Impairment of assets”.

This assessment compares the carrying value of the investment against
the higher of management’s estimate of value in use and fair value less
costs of disposal. Management’s estimate of the value in use is based on
a discounted cash flow projection which contains certain assumptions
derived from management and observable market information. This
estimate is subject to application of management judgement and is
sensitive to assumptions on the discount rate and the cash flows arising
from the holding of this investment and from its ultimate disposal.

As at 31 December 2023, management’s estimate of the value in use is
lower than the carrying value of its investment in BOCQ. As a result, in
the year ended 31 December 2023, the carrying amount of the Group’s
investment in BOCQ has been written down by HK$552 million (2022:
HK$1,683 million).

(e) Determination of the lease term

In determining the lease term, management considers all facts and
circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in
the lease term if the lease is reasonably certain to be extended (or not
terminated).

For leases of properties, the following factors are normally the most
relevant:

. If there are significant penalties to terminate (or not extend), the

Group is typically reasonably certain to extend (or not terminate).

. If any leasehold improvements are expected to have a significant
remaining value, the Group is typically reasonably certain to

extend (or not terminate).
. Otherwise, the Group considers other factors including historical

lease durations and the costs and business disruption required to
replace the leased asset.
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4. CRITICAL ACCOUNTING ESTIMATES, AND
JUDGEMENTS IN APPLYING ACCOUNTING POLICIES
(CONTINUED)

(e) Determination of the lease term (Continued)

Most extension options in property leases have not been included in
the lease liability, because the Group could replace the assets without
significant cost or business disruption.

The lease term is reassessed if an option is actually exercised (or not
exercised) or the Group becomes obliged to exercise (or not exercise)
it. The assessment of reasonable certainty is only revised if a significant
event or a significant change in circumstances occurs, which affects
this assessment, and that is within the control of the lessee. During the
current financial year, the Group has not exercised any extension or
termination options.

The carrying amounts of right-of-use assets and lease liabilities at
reporting date are shown in Note 29.

(f) Tax position relating to the unamortised upfront
payment and deferred payments recognised as income

As announced by the Group when the Hong Kong Distribution
Agreement (“HKDA”) was entered into on 19 June 2017, the HKDA was
intended to be an exclusive, long-term bancassurance cooperation
between DSB and Tahoe Life Insurance Company Limited, which
was terminated on 8 July 2022. A new bancassurance arrangement
entered into with Sun Life Hong Kong Limited which has commenced
in the second half of 2023. Management assessed that the upfront
fee and deferred payments received and receivable by DSB under
the HKDA and the new bancassurance arrangement can be treated
substantially as capital in nature for tax purpose. Management has
taken this consideration into account in the preparation of the financial
statements.



5. ZFTRBEMBERARKEEES 5. STATEMENT OF FINANCIAL POSITION AND RESERVE

MOVEMENT OF THE COMPANY
EREFERRR Statement of Financial Position of the Company
12H31H
As at 31 December
LOBIETF T UZm HKS’000 2023 2022
IERBEE Non-current assets
B ARRE Investments in subsidiaries 6,106,201 6,106,201
MR ETEBHEF A Financial assets at fair value through other
HithemlEmEmMEE comprehensive income 311,416 311,416
6,417,617 6,417,617
MENEE Current assets
H—EH B AR ZRIT4ER Bank balances with a subsidiary 180,103 727,935
FEUAR R E AR B Accounts receivable and other accounts 4,139 1,664
PR B A B FRIE Amounts due from subsidiaries 4,058,322 3,346,188
4,242,564 4,075,787
i )=V Current liabilities
TEiRE A MEMIRE Accrued expenses and other accounts 55,774 44,302
SNl EPNSIE/SE Amounts due to subsidiaries 71,187 60,676
126,961 104,978
FREEE Net current assets 4,115,603 3,970,809
10,533,220 10,388,426
L EQUITY
fas Share capital 4,226,215 4,248,559
HAthf# Other reserves
(BIEREBEF) 5 (F) (including retained earnings) Note (a) 6,307,005 6,139,867
#Emast Total equity 10,533,220 10,388,426
BEER20245 35 28 At RIS o Approved and authorised for issue by the Board of Directors on 28
March 2024.
FaE HEE Gary Pak-Ling Wang Hon-Hing Wong
BF EFRSTE Director Managing Director
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5. ZFARMBRARKREFEES (R)

a2y .
i

(F) HRENHEEE

5. STATEMENT OF FINANCIAL POSITION AND RESERVE
MOVEMENT OF THE COMPANY (CONTINUED)

Note:

(@)  Reserve movement of the Company

ARG R #ERE
REN 2 s
BAfEE Share-based REEA
Capital Compensation Retained a5

LOBMSET 5T HKS’000 Reserve Reserve Earnings Total
2022%F141H At 1 January 2022 256,027 - 5,846,988 6,103,015
FERF Profit for the year - - 375,382 375,382
MRS AT LURRIAEZ  Provision for equity-settled

ELRReRil 2 B share-based compensation - 220 - 220
20215 R EARE 2021 final dividend - - (233,290) (233,290)
2022FHHRRG B 2022 interim dividend - - (105,460) (105,460)
20224 12H31H At 31 December 2022 256,027 220 5,883,620 6,139,867
2023%F1H1H At 1 January 2023 256,027 220 5,883,620 6,139,867
FERA Profit for the year - - 527,571 527,571
RADE2RD 2 558 Vesting of share award - - (80) (80)
MUPRRESZ AT LARRIAE%  Provision for equity-settled

EIRHRAN 2 share-based compensation - 12,838 - 12,838
20225 R HARR R 2022 final dividend - - (258,532) (258,532)
20235 HHARR R 2023 interim dividend - - (114,659) (114,659)
20234128310 At 31 December 2023 256,027 13,058 6,037,920 6,307,005

RIE1993F 12 A1 HBB 2 FFARESR » LHE&R1993
F12H20BEEBREARMZ » KATRDEEHR
256,027,00078 Tl 855 = B A HEEIRA © 52256,027,000

BITRHFEE IR S AR M 2R o

RITERIERARAT 2023FF4R

By a special resolution passed on 1 December 1993 and subsequently approved

by the Supreme Court of Hong Kong on 20 December 1993, the share premium of

the Company was reduced by HK$256,027,000 and this amount was transferred

to a capital reserve account. On consolidation the reserve of HK$256,027,000 has
been applied against goodwill.



6. EENTERS

FERRBEBYHFREENEF(EEEHD
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6. 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 EC 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 banking businesses in Mainland China and Macau. 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.

. 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.

. Mainland China and Macau banking businesses include personal
banking, corporate banking business activities provided by
subsidiaries in Mainland China and Macau, and the Group’s

interest in a commercial bank in Mainland China.
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6. 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 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.



6. EENEKS (@)

6. OPERATING SEGMENT REPORTING (CONTINUED)

#F2023F12831HILFE For the year ended 31 December 2023
FERR
MERER RFIZHG
%% Mainland
BASRT  GEHT  Treasury Chinaand  RRRER BIEE
Personal  Corporate and Global Macau  Insurance Hith Inter- st
LOBETFT5m HKS000 Banking Banking Markets Banking  Business Others  segment Total
BHEKRA/ (i) Netinterestincome/(expenses) ~ 2,015,027 1,183,911 1,124,749 478,004 63,483 85,387 (164) 4,950,897
FEREHA/ (i) Non-interest income/
(expenses) 748,390 203,211 (26,453) 148,483 170,420 90,104 (41,639) 1,292,516
EEWA/(ZH)4@E  Total operatingincome/
(expenses) 2,763,417 1,387,122 1,008,296 626,487 233,903 175991  (41,803) 6,243,413
BESH Operating expenses (1,855,232)  (533,440)  (232,540)  (547,755)  (81,627)  (41,174) 41,803  (3,249,965)
MIFEERHE58) /2 Operating profit before credit
[Pyl impairment (losses)/written
back 908,185 853,682 865,756 78,732 152,276 134,817 - 2,993,448
EEREER) /% Creditimpairment (losses)/
written back (311,830)  (350,600) 27,560  (98,244) 13 1,502 - (131,509)
NFETRERETEE  Operating profit/(loss) before
JWERESERZEE  gainsand losses on certain
wh/ (E8) investments and fixed assets 596,355 503,082 893,316 (19,512) 152,289 136,409 - 2,261,939
HERBME  TEREM Net (loss)/gain on disposal
ETEEREATERZ  andfairvalue adjustment
23 (58) /i of investment properties,
premises and other fixed
assets (874) - - 1,794 (3,691)  (67,360) - (10,131)
EEHE ARz EE Share of results of an associate - - - 688,957 - = - 688,957
HENTREZAERE  Impairmentloss on the
investment in an associate = - - (552,000) - - - (552,000)
FEHEREATREZ  Losson deemed disposal of
B investment in an associate - - - (10) - - - (10)
PEEHFRFIZEZEE  Shareof results of jointly
controlled entities - - - - - 27,014 - 27,014
PR ER] Profit before taxation 595481 503,082 893,316 119,229 148,598 96,063 - 2,355,769
B ) /[ Taxation (expenses|/credit (98,487)  (82,320)  (147,363)  (16,346) (3,372) 61,005 - (286,883)
FEET Profit for the year 496,994 420,762 745,953 102,883 145,226 157,068 - 2,068,886
HE2023F12A31H For the year ended
IHFE 31 December 2023
TEREBHER Depreciation and amortisation 73,020 18,407 10,177 57,666 8,592 189,336 - 357,198
1#2023E12831H At 31 December 2023
PEEE Segment assets 59,462,117 65,445,748 93,097,176 38,706,673 5,003,158 12,166,501  (5,082,002) 269,788,561
PEEE Segment liabilities 121,866,174 49,354,251 12,002,840 31,848,027 1,502,808 16,308,779  (5,082,002) 228,789,977
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6. Mﬁﬁgiﬁi (n\E)

6. OPERATING SEGMENT REPORTING (CONTINUED)

HE2022F12831HIEFE For the year ended 31 December 2022
HERHR
MERRR  BRFIZIRT
THEE  Mainland
BASRT  (%ET Treasury  Chinaand  REBEHS SIEE
=] Restated Personal ~ Corporate  and Global Macau Insurance Efth Inter- st
LOBETFiam HKS$°000 Banking Banking Markets Banking Business Others segment Total
FHISMA/ (i) Net interestincome/(expenses) 1,890,619 1,183,415 918,047 485,07 22,650 (68,565) 35 4,431,408
FERIBHA/ (i) Non-interest income/
(expenses) 2100346 188501 33839 114999 142462 (6481)  (21,223) 2,554,533
BN/ () 484 Total operating income/
(expenses) 3992965 1,372,006 951,886 600,206 165,112 (15046)  (21,188) 6,985,941
EETH Operating expenses (L747004)  (485425)  (199,218)  (543,714) (77,925) (71,574) 21,188 (3,103,672)
MIAEE5HE (5548) /% Operating profit/(loss) before
Bz EEER/ (58) credit impairment (losses)/
written back 2045961 886581 752,668 56,492 87,187  (146,620) - 3,882,269
EEHEBE) /% Creditimpairment (losses)/
written back (192,606) (468865  (36,388)  (107,358) 74 1,289 - (803,854)
NMETRERETEE  Operating profit/(loss) before
JWEMEERZEE  gainsand losses on certain
wh/ (58) investments and fixed assets 2,053,355 417,716 716,280 (50,866) 87261 (145331 - 3078415
HERBNMERHMET  Net loss on disposal and
BEREATEREZ  fairvalue adjustment of
TR investment properties and
other fixed assets (2,337) (60) - (29) (4,291) (57,826) - (64,543)
HELUBEMATIERRIER Net gain on disposal of
BEZFNE financial assets at amortised
cost - - 24 - - - - 24
EEHENF 78 Share of results of an associate - - - 656,691 - - - 656,691
BENEIREZAERRE  Impairmentloss on the
investment in an associate - - - (1,683,000) - - - (1,683,000)
FEHERSATHEZ  Losson deemed disposal of
BE investment in an associate - - - (10) - - - (10)
FEEHEZFIZEEZ2E  Shareof results of jointly
controlled entities - - - - - 29,879 - 29,879
pitaTER/ (558) Profit/(loss) before taxation 2,051,018 417,656 716,304 (1,077,214) 82970 (1732718) - 2017456
HIB(ZH) /[ Taxation (expenses|/credit (338,200) (68,936)  (118,357) (14,879) (15642) 175,268 - (380,746)
FEHEH/ (58) Profit/(loss) for the year 1,712,818 348,720 597,947 (1,092,093) 67,328 1,990 - 1,636,710
HZE202£12831H For the year ended
IHFE 31 December 2022
TERSHER Depreciation and amortisation 74,355 15,862 8,150 58,725 8,450 223,193 - 388,735
20225128318 At 31 December 2022
NEEE Segment assets 56,274,744 63,748997 93,451,822 35,908,242 4327180 10,516,947  (5,068,856) 259,159,076
PEEE Segment liabilities 117229213 48743485 14,526,149 29,279,831 1233743 15980474  (5,068,856) 221,924,039
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OPERATING SEGMENT REPORTING (CONTINUED)

Geographical information

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 period ended 31 December
2023 and 2022, 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.

7. FFEBKA

7. NETINTEREST INCOME

LB T I 5T HKS’000 2023 2022
FIEUA Interest income
IR & R IRITHVASE R Cash and balances with banks 817,684 369,084
HERE Investments in securities 3,847,142 1,883,723
HIEEMREHMERE Advances and other accounts 6,934,729 4,755,135
11,599,555 7,007,942
MEXZH Interest expense
IRITER BEETER Deposits from banks/Deposits from
customers 6,047,242 2,261,652
BEITHERGE Certificates of deposit issued 184,061 104,812
BIEET Subordinated notes 328,257 164,346
HESE (HEE29(2)) Lease liabilities (Note 29(b)) 7,548 8,333
Hih Others 81,550 37,391
6,648,658 2,576,534
FEBABR Included within interest income
— FERZ RS R AT EFE - Trading securities and financial
BEHEHH ABENEHEE assets at fair value through profit
or loss 13,110 6,258
— URTHEstEEEEH T AEMEE - Financial assets at fair value through
W EBE other comprehensive income 2,560,848 1,053,039
— DUSBRR AT BRI ERIE - Financial assets at amortised cost 9,025,597 5,948,645
11,599,555 7,007,042
MEXHER Included within interest expense
—UAFESTEAHESF A - Financial liabilities at fair value
BmiEmas through profit or loss 5,098 7,086
— DU ERAR AT BRIV B Rt B (& - Financial liabilities at amortised
cost 6,643,560 2,569,448
6,648,658 2,576,534

REZE2023F K2022F 12831 L FE » W HFERE
REREEEZFBWA

For the year ended 31 December 2023 and 2022, there was no interest

income recognised on impaired assets.
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8. FRFERBEWA 8. NET FEE AND COMMISSION INCOME
LOEEF o (75T HKS’000 2023 2022
BRFE RAESUIA Fee and commission income

RURNFHESHEEEEF A
BaftREERERZRBE
FeARZUEA
—EERMZIRBE AL
—B5RME
—fEAF

HMRB B KRB
—EHEAL AT
—fREBEHE R EM (GE ()

—TERERVEEERS

43

il

—RITIRFERTEE
—HtRBE

RSB R A H
RAUARFESHEBHEF A
BueREERERZRBE
Fefs7
—FEENBE
—BfHEMER

R2022FEEY| 2 £ 5BE SR 2022F758
BAEEERR IEEBASREDHEHERRE
AV TET T BRIE S (T & B8 & $£1,394,149,000 78
7TIZ o

FEBBE=HRMHEFEE X5t - EEEERR
HEERY - BRUESHRBHNEERUREAS
PEALFESELEEEMBREA

RITERIERARAT 2023FF4R

Fee and commission income from
financial assets and liabilities not at
fair value through profit or loss

- Credit related fees and commissions 158,987 156,941
- Trade finance 49,475 57,761
- Credit card 271,921 249,483

Other fee and commission income

- Securities brokerage 100,840 144,653
- Insurance distribution and others

(Note (a)) 142,146 1,499,682
- Retail investment and wealth

management services 151,811 176,846
- Bank services and handling fees 72,211 70,076
- Other fees 127,989 76,063

1,075,380 2,431,505

Fee and commission expense

Fee and commission expense from
financial assets and liabilities not at
fair value through profit or loss

- Handling fees and commission 207,380 181,237
- Other fees paid 16,751 14,307
224,131 195,544

Note:

(a) The amount reported for 2022 includes recognition of the unamortised
upfront payment and deferred payments totalling HK$1,394,149,000 upon
termination of the HKDA announced by the Group on 8 July 2022.

(b)  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
consolidated financial statements.



9. RZFBRIBMFEZHEZRIEIRTEE 9. INSURANCE SERVICE RESULT AFTER NET INSURANCE

i FINANCE EXPENSE
K=
Restated
LB F 08T HKS’000 2023 2022
TREEIA Insurance revenue 935,891 838,035
REARTSE A Insurance service expense (668,039) (519,081)
FEBRBENZFZH Net expense from reinsurance contracts
held (190,052) (207,651)
RBSARFE AR Insurance service result 77,800 111,303
FRER WA Net insurance finance income 10,368 24,769
NPRFREI TS BB 2 REERTEEEA Insurance service result after net
insurance finance expense 88,168 136,072
10. FXFZHWA 10. NET TRADING INCOME
LB F 8 HKS’000 2023 2022
MR EStEBHEH T AEBTN Dividend income from financial assets
FREEZREWA at fair value through profit or loss 60,014 25,614
HMNERZ 7R U R Net gain arising from dealing in foreign
currencies 148,015 43,556
FERZRRNES 23 E (B518) Net gain/(loss) on trading securities 2,819 (452)
FERZARNTE TAEZ BNE Net gain from derivatives entered into
for trading purpose 17,046 90,882
BAFES eSS T A Net gain/(loss) arising from financial
i (B518) instruments subject to fair value
hedge 2,222 (3,785)
MAFESIEEEEHTAERN Net loss on financial instruments at fair
ST A ZFEE value through profit or loss (36,519) (138,430)
193,597 17,385
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11. OTHER OPERATING INCOME

==l
Restated
LGB T T HK$°000 2023 2022
MrFEstE B EEH st A M2 EEE Dividend income from investments
HERETALEZRERA in equity instruments at fair value
through other comprehensive income
— R - Derecognised during the year
—LHE - Listed investments 17,929 9,575
—RFREFE - Held at the end of the year
— FmRE - Listed investments 72,214 103,972
—JFLEMEE - Unlisted investments 32,627 4,389
KEYEZ AT ALREE Gross rental income from
investment properties 18,469 22,183
HMfSUWA Other rental income 15,994 16,763
Hith Others 2,269 8,233
159,502 165,115
12. EERH 12. OPERATING EXPENSES
==l
Restated
LGB T o) HK$°000 2023 2022
EEFM etz Employee compensation and benefit
expenses
— R EMASER - Salaries and other staff costs 2,033,588 1,991,574
— BB — TR 512 - Government grant - Employment
Support Scheme - (6,008)
— MURAD A E RN ~ BB (5E44) - Provision for share-based
compensation charged (Note 44) 14,263 239
—RAREZH - FREMRETE G - Pension costs - defined contribution
plans (Note) 120,241 110,934
TEREMEEEESH » ~EEFE Premises and other fixed assets
expenses, excluding depreciation
—1TEMRESZH (5329 (2)) - Rental of premises (Note 29(b)) 2,471 3,077
—Hfth - Others 223,263 246,641
irEe Depreciation
—TEREMBEEEE (isF29 (F)) - Premises and other fixed assets
(Note 29(a)) 212,365 241,876
— B EREZYE (5529 (2)) - Right-of-use properties (Note 29(b)) 144,833 146,859
EEREHEE S W Advertising and promotion costs 85,127 95,019
ENRI ~ SRR TR E Printing, stationery and postage 49,523 42,644
IZ M Auditors’ remuneration 17,984 13,430
Hith Others 346,307 217,387
3,249,965 3,103,672

RITERIERARAT 2023FF4R




12, ZEXH ()

12. OPERATING EXPENSES (CONTINUED)

5t Note:
R EENRES TS In respect of the Group’s provident fund schemes
LB F 2 HKS$°000 2023 2022
FR AR SEEHERE LU HER Forfeited contributions utilised to reduce the

Group’s contribution during the year 18,970 22,714
BEFARA AR B B ERA LU R Forfeited contributions available for reducing

future contributions at the year end 3,792 4,263
RANRE B EME TR ERETE) In respect of the other defined contribution schemes of the Group
LOBIST (U5 HKS’000 2023 2022
R AR S B R L U HERR Forfeited contributions utilised to reduce the

Group’s contribution during the year 3,952 1,619
BE SRR AR B B ERE2 U R Forfeited contributions available for reducing

future contributions at the year end 925 1,224
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13. EE& 13. DIRECTORS’ EMOLUMENTS

BREBASRAIEIBHERAE] (BESRIIZE The emoluments of the Directors of the Company in respect of
B ER) 538 > ARBEENESEZ MSRE the period of directorship disclosed pursuant to section 383 of the
W Hong Kong Companies Ordinance and the Companies (Disclosure of

Information about Benefits of Directors) Regulation were set out below:

EftRRD
AETEH
5o, ARERRAERZ g B
R FRAHTEAL (1) 2@
By Incentive honuses accrued Other  Employer's
Salary, in respect of services share-based  contribution a4
EZfi  allowances renderedintheyear  compensation  to retirement (2)
HZ2023F12A31A1LFE  Vearended 31 December 2023 Directors’ andbenefits ~ MR&EXfT  LREEA payment benefit Total
WEEF AT HKS$'000 Fee inkind  Cash-settled Share-settled (Notel) schemes (Note2)
IfE Chairman
TrERE David Shou-Yeh Wong 1,000 5,946 9,225 4,575 - - 20,746
nTES Executive directors
BEERL Hon-Hing Wong (Derek Wong) - 8,718 2,173 1,077 - - 11,968
ThERE Gary Pak-Ling Wang - 2,458 2,890 1,195 - 197 6,740
FiiTES Non-executive directors
ol Junji Mori 338 - - - - - 338
BukgTES Independent non-executive directors
$EBRE Robert Tsai-To Sze 950 - - - - - 950
2EBRE Andrew Kwan-Yuen Leung 499 - - - - - 499
iy Paul Michael Kennedy 529 - - - - - 529
BERTE Paul Franz Winkelmann 615 - - - - - 615
BEiAat Mariana Suk-Fun Ngan 423 - - - - - 423
B3 Total 4,354 17,122 14,288 6,847 - 197 42,808
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13.

5t

EEME (R)

B MBI AR 2 R 2 S2 (1 B R AR () B2 Eh 5t
B REEARDITERREURE R EFHER
IR LRSS Z DURID B B 2 21T o LU
MBI 2R > AARRHROIEH B0
B o RS 2 DIRMDERERZ N 25K
B > HARAEE RSB IRIERIT LR SR A
X o MUREZ N ZURMGIFAERZ 2R
B > BIRRITRERD R R B RISERS B
AR Z FEUTHE o

ERERK TR ARNIRITERARAR REKE
NEZES  HAZFEMBARSZNZFHMEER
BELIZEREFHIMESA o

REERNRPELD > TERSEMERETET
AEARS ~ ZHREH » ERAATAER—
BEAATZ EEEFZEREFEEPEIEAN
(20224 @ £E) o

REZE2023F12A31HIEFE > WwEAEAES
MEABEARNFREWBLABIEHERZ EMR
B2 AAHF ZHEREABNE (20226 : &)

AER  WESZ TR IR RBREN FTES
Rt BN E B RIS A5 = A A s s
EERME (20224 : ) o

13.

Note:

DIRECTORS’ EMOLUMENTS (CONTINUED)

Other share-based compensation payment includes share awards, equity-
settled and cash-settled share based payment on the share options
exercised or cancelled during the year. For share awards, it represents the
cost of the vested shares based on the closing price of the vesting date. For
equity-settled share based compensations, it represents the cost borne by
the Group recognised on the exercise of the share options while for cash-
settled share based compensation, it represents the cash payment, being
the difference between the exercise price and the average closing price of
the shares of the Company for the 5 trading days immediately preceding
the date of cancellation of the share options.

For directors who are also directors of Dah Sing Banking Group Limited or
its subsidiaries, remuneration paid by these subsidiaries are included in
the consolidated total remuneration set out above.

No significant transactions, arrangements and contracts in relation to
the Group’s business to which the Company was a party and in which
a director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year
(2022: Nil).

No other emoluments were paid to or receivable by any director in respect
of directors’ other services in connection with management of the affairs
of the Company or its subsidiaries undertakings during the year ended 31
December 2023 (2022: Nil).

No termination payments or benefits were made to the directors and no

consideration was provided to or receivable by third parties for making
available directors’ services during the year (2022: Nil).
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13. EENE (@)

13. DIRECTORS’ EMOLUMENTS (CONTINUED)

At
AETERH
ge.  AREMREERZ B e
2R FRAATL ) 2ERER
eyfjz Incentive bonuses accrued Other  Emploer's
Salary, in respect of services share-based  contribution &t
EFE  allowances rendered in the year compensation  to retirement (32
HENDE1A31BIEE  Yearended 31 December 2022 Directors ~ andbenefits ~ WUR&ST  MRES( payment benefit Total
LOBBF 8T HKS'000 Fee inkind  Cash-settled ~ Share-settled (Note 1) schemes (Note 2)
i Chairman
ITgks David Shou-Yeh Wong 1,000 5,946 9,943 3,495 . . 20384
HiES Executive directors
BEERE Hon-Hing Wong (Derek Wong) - 8718 2,280 801 - - 11,799
ThakE Gary Pak-Ling Wang - 6,144 1243 2,157 - 492 16,03
HTEE Non-executive directors
BE—%E Eiichi Yoshikawa 158 - - - - - 158
BREHLE Yoshikazu Shimauchi 129 - - - - - 129
Ry Junji Mori 156 - - - - - 156
B EdiTES Independent non-executive directors
$EERE Robert Tsai-To Sze 950 - - - - - 950
REERE Andrew Kwan-Yuen Leung 470 - - - - - 470
BaERE Paul Michael Kennedy 500 - - - - - 500
Gl Paul Franz Winkelmann 590 - - - - - 590
BEiAat Mariana Suk-Fun Ngan 301 - - - - - 301
aat Total 454 20,808 19,466 6,453 - 492 51473
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14. EaMEZ5UAT

(i) BEN=AEEt
LOBIEFTud)m

14. THE EMOLUMENTS OF THE FIVE HIGHEST PAID
INDIVIDUALS

(i) The aggregate emoluments

HKS’000 2023 2022

L BE - BRI @R EMRR

SEMRRARYER
HAth R {0 BB S A

RINEN 8 2 B

(i) SRSWAALHIBEAERMT :

Salaries, housing, benefits in kind and

other allowances 37,286 39,796
Performance-related bonus 56,326 49,419
Other share-based compensation

payment 536 -
Employer’s contribution to retirement

benefit schemes 1,293 1,511

95,441 90,726

(ii) The emoluments of the five highest paid individuals are
within the following bands:

A
Number of individuals
2023 2022
ETTHKS
11,500,001 - 12,000,000 1 1
16,000,001 - 16,500,000 1 1
19,500,001 - 20,000,000 = 1
20,000,001 - 20,500,000 - 1
20,500,001 - 21,000,000 1 -
21,500,001 - 22,000,000 1 -
22,500,001 - 23,000,000 - 1
24,500,001 - 25,000,000 1 -
5 5

EsuEsMERAZ ALTA » B2M1(20224F : 3
i) AEE - HIFFIMWEEMS B afEE Ll 2 i

51379 o

RER > AEEWEREFAIRSWAALSN
M - FEARINASINEALE 2 S E s RERAR(E o

Litsfims AN LRI BEAMEEZE
PR ARSI B 2 BRI TRIR BRI TEAT -

Included in the emoluments of the five highest paid individuals were
the emoluments of 2 (2022: 3) Directors. Their respective Directors’

emoluments have been included in Note 13 above.

No emoluments were paid by the Group to any of the five highest paid
individuals as an inducement to join or upon joining the Group or as
compensation for loss of office during the year.

The emoluments of the five highest paid individuals shown above

included incentive bonuses accrued in respect of the services rendered
and the Group’s performance for the financial year.
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15. EHR{ERHE

15. CREDIT IMPAIRMENT LOSSES

1R
Restated
LOBIETFLidm HKS$’000 2023 2022
AR (BE0PROIE 2 ZE6H) New allowances net of allowance
releases 851,509 869,096
o CIb R 62 e 8 Recoveries of amounts previously
written off (120,000) (65,242)
731,509 803,854
DT - Attributable to:
—XPERRBR - Loans and advances to customers 798,335 784,312
—HthSp&EE - Other financial assets (36,171) 41,173
—EFUKIE R EIER - Loan commitments and financial
guarantees (30,655) (21,631)
731,509 803,854
16. RIE 16. TAXATION

FEANERDIZBENGTEERGAURE
16.5% (20224F : 16.5%) Jef £ o FREIA IR R
PRI FERE st ERR AR R A ERCE %
e 2 IRITIREEE o

BEEMBZERASEENERER > RERZS
MEEEREVRNEEN] FHRRNPIERZR

Hong Kong profits tax has been provided at the rate of 16.5% (2022:
16.5%) on the estimated assessable profit for the year. Taxation
on profits in Mainland China and Macau has been calculated on
the estimated assessable profit for the year 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

R{ERBMESD o year when the liability is settled or the asset is realised.
LB (5T HKS’000 2023 2022
KEEIRIA Current income tax:
—EARFER - Hong Kong profits tax 232,975 366,894
— Rt R PSFR1E - Mainland China’s and Macau’s
taxation 43,653 39,607
— BT ERE (1B%8) N2 BE - (Over)/under-provision in prior
years (39,508) 4

TEIERIA (PY5E37)
—RRN YR E RN EE R ED

— (F&s%) ERMHER

258 K EREEARATE 2023FF5R

Deferred income tax (Note 37):
- Origination and reversal of timing

differences 51,131 (29,303)

- (Recognition)/utilisation of tax
losses (1,368) 3,544
286,883 380,746




16. RIALE)

FEBFIRANEN ZIRBB R GRE SR B NE
IR E 2 R RN T

16. TAXATION (CONTINUED)

The tax on the Group’s profit before taxation differs from the theoretical

amount that would arise using the weighted average tax rate applicable

to profits of the consolidated companies as follows:

LCBEF oo HKS$’000 2023 2022
PRI BT EA Profit before taxation 2,355,769 2,017,456
BEBASRELS%TE 2 IRIE Tax calculated at Hong Kong profits tax
rate of 16.5% 388,702 332,880
RIEAEERN © Tax effects of:
HMMBER 2 FERE Different taxation rates in other
countries 11,215 16,577
EmEEIR A Income not subject to taxation (74,878) (162,310)
TREIAAIZ Expenses not deductible 137,824 286,271
MRBERSMBE B R Results of associates and jointly
HENEHIER 2 2£E& controlled entities reported net of
tax (120,115) (113,284)
RAEMEIRERIEE ENR TSR Tax losses for which no deferred tax
asset was recognised 9,777 263
ERBERARRNRBES Utilisation of previously unrecognised
tax losses (500) (7,865)
REME2EWRPERZIEE Items recorded in other
comprehensive income (25,634) 28,210
PRIBEEE (B%E) /T ez B (Over)/under-provision in prior years (39,508) 4
286,883 380,746
17. RE 17. DIVIDENDS
LB F (I8 T HKS’000 2023 2022
BIRFHKRE | §REIBR0.36ET Interim dividend paid of HK$0.36
(20224 : 0.33787T) (2022: HK$0.33) per ordinary share 115,047 105,460
R - RIS EEEENET R Z R B (BF) Less: dividend for shares held by Share
Award Scheme (note) (388) -
114,659 105,460
BORREARG S | SRS ERL.648T Proposed final dividend of HK$1.64
(20224 : 0.81787T) (2022: HK$0.81) per ordinary share 524,103 258,856
R - R FEERENETEI 2 AR E (B)) Less: dividend for shares held by Share
Award Scheme (note) (1,885) (324)
522,218 258,532
636,877 363,992

2 ROEBSHBZEEREEFESESNELAT
2 MBHRE - At > ROFIERBSEIZREE
TR SABEE IR ©

Note: The results and net assets of the Share Award Scheme are included in
financial statements of the Company. Therefore, dividend for share held
by the Share Award Scheme were deducted from the total dividends.
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18. SiREF

18. EARNINGS PER SHARE

K7
Restated
2023 2022
(&) =7,
(HKS) (HKS)
skaER Earnings per share
L=/ Basic 4.99 3.83
g Diluted 4.11 3.60

B B A &RF TS $2 R & F 1,592,095,000 & 7T
(20224 : 1,224,378,00078 70) M ERNBEBTE
BARARD Z N ¥981318,928,510% (20224F :
319,575,1000%) 5+ 5 ©

SRIEERF]THIZEEERT1,313,795,000587T (2022
£F 1 1,149,002,000787T) I B & EELEE A TR
278,300,000 7T (20224 : 75,376,000 7T) AY
HEEWE > REREEITEERRMD Z TS
£/319,932,3070% (20224 : 319,598,426/%) L& %L
B (7 82BNt B TR F AR 15 1,003,797 A% (20224 :
23,326/%) Z B FE o FRRNFERZ KRITER
AERESEHE @A) 2 IR X8 i R 2 o

The calculation of basic earnings per share is based on earnings of
HK$1,592,095,000 (2022: HK$1,224,378,000) and the weighted average
number of 318,928,510 (2022: 319,575,100) ordinary shares in issue
during the year.

The calculation of diluted earnings per share is based on earnings of
HK$1,313,795,000 (2022: HK$1,149,002,000) after taking into account of
the dilutive effect of share of profits in an associate in HK$278,300,000
(2022: HK$75,376,000) and the weighted average number of 319,932,307
(2022: 319,598,426) ordinary shares in issue during the year after
adjusting for the effect of shares awarded under share award scheme in
1,003,797 shares (2022: 23,326). The share options outstanding during
the year and at the year end have no dilutive effect on the weighted
average number of ordinary shares.

#REE
Restated
2023 2022
B ERFE(ERF) BT 7efi) Profit attributable to shareholders
(HK$’000) 1,592,095 1,224,378
FEML B A B BV EES W E (BT 7o) Dilutive effect of share of profitsin an
associate (HK$’000) (278,300) (75,376)
BUETSRE SR ZEH BT i) Profit used to determine diluted
earnings per share (HK$°000) 1,313,795 1,149,002

B ITEERINET R

RERNHZZE

RUEESREEENZ
BETERRIE TR

RITERIERARAT 2023FF4R

Weighted average number of ordinary
318,928,510 319,575,100
1,003,797 23,326

shares in issue
Effect of awarded shares

Weighted average number of ordinary
shares in issue used to determine

diluted earnings per share 319,932,307 319,598,426




19. RERFRITHGEER
LB F T2

19. CASH AND BALANCES WITH BANKS

RERITRITRIEER
ERIISETE N

PR R ERER

—PEERL

20. FHERZRARIESFRUATFESE
BEEFHFARDNEHNEE

HKS’000 2023 2022
Cash and balances with banks 3,088,704 3,287,597
Money at call and short notice 13,838,294 15,404,163
16,926,998 18,691,760

Less: -impairment allowance
- Stage 1 (1,304) (2,114)
16,925,694 18,689,646

20. TRADING SECURITIES AND FINANCIAL ASSETS AT
FAIR VALUE THROUGH PROFIT ORLOSS

LGB F T2 HK$’000 2023 2022
FIER 2 RGHES Trading securities:
E%55E5 Debt securities:
— &5 LW - Listed in Hong Kong 14,406 16,866
—JEEm™ - Unlisted 1,725,435 545,295
1,739,841 562,161
MrEstEEEEH S ABGENEMEE Financial assets at fair value through
profit or loss:
MRS M ERE . Equity securities and investment funds:
—&HBL™m - Listed in Hong Kong 12,057 23,428
—&BLS ETH - Listed outside Hong Kong 505,297 551,523
—JEEm™m - Unlisted 1,163,356 47,117
1,680,710 622,068
&t Total 3,420,551 1,184,229
BRETESESRNE . Included within debt securities are:
—EEER (ERREER) - Treasury bills which are cash
equivalents 1,725,135 89,278
—H B ERE - Other treasury bills - 455,887
— B &ES - Government bonds 14,706 16,996
1,739,841 562,161

20239 %20224F12831H » EiltsEaRmNTER
ERFAERE -

As at 31 December 2023 and 2022, there were no certificates of deposit
held included in the above balances.
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20. FHERZRABRIESFRUATESE
BEEE ABRmHERMEE (B)

FE2 P FRNES RUATE 8 A L2

AR RS E RS TR EER AT ;

20. TRADING SECURITIES AND FINANCIAL ASSETS AT
FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED)

Trading securities and financial assets at fair value through profit or
loss are analysed by categories of issuers as follows:

LOBMST T3 HKS’000 2023 2022
— RO TR AR SRR T - Central governments and

central banks 1,739,841 562,161
—IRIT R E SRS - Banks and other financial institutions - 3,997
—1bZ - Corporate entities 1,680,710 618,071

RITERIERARAT 2023FF4R

3,420,551 1,184,229




21. PTEEMTA 21. DERIVATIVE FINANCIAL INSTRUMENTS

R2023F 12 A31AKRBAZTTETASHNELER The notional principal amounts of outstanding derivatives contracts
EREAFEUWT : and their fair values as of 31 December 2023 were as follows:
=104
2BLHE AYE
Contract/ Fair values
notional BE &
LB T lidn HKS’000 amount Assets Liabilities
1) BERZA&ZiTETA 1) Derivatives held for trading
) SMEGTHETR a) Foreign exchange derivatives
BHRIIE Y Forward and futures contracts 183,067,007 878,718 (885,411)
BB A Koot S PE B Currency options purchased and written 20,696,124 128,874 (121,144)
G R R Cross currency interest rate swaps 874,545 13,361 (12,907)
Z) FIFETETA b) Interest rate derivatives
|24 17 Interest rate swaps 3,689,125 34,352 (30,717)
) #Baltirt TR ¢) Equity derivatives
BE A Rt H A RS 14 ER A Equity options purchased and written 433,584 6,779 (6,797)
T) Baair£TA d) Commodity derivatives
[Elet e Commodity forward and swaps 56,593 304 (327)
BERGAGRZiTETA Total derivative assets/(liabilities) held for
BE/ (8B 5t trading 208,816,978 1,062,388 (1,057,303)
2) FHEEHBBRZITETAR 2) Derivatives held for hedging
) 1EEULTFEHFZITE a) Derivatives designated as fair value hedges
TA
lESEE: Interest rate swaps 46,874,243 2,503,761 (222,116)
B hBRzTETEEE Total derivative assets/(liabilities) held for
(&R A5t hedging 46,874,243 2,503,761 (222,116)
ORISR T ASE/ Total recognised derivative financial assets/
(BE) & (liabilities) 255,691,221 3,566,149 (1,279,419)
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21, {TEERMTEEE) 21. DERIVATIVE FINANCIAL INSTRUMENTS (CONTINUED)

20225 12 A31ARBFAZTTETASHNELER The notional principal amounts of outstanding derivatives contracts
EREAFEUWT : and their fair values as of 31 December 2022 were as follows:
&4,/
LELT A
Contract/ Fair values
notional BE &’
LOBIEFTlidm HKS’000 amount Assets Liabilities
1) BERGR&zZiTETA 1) Derivatives held for trading
&) SMEGTHETR a) Foreign exchange derivatives
EHARIREAY Forward and futures contracts 89,702,960 619,726 (517,746)
B A Koo H N E HA AR Currency options purchased and written 15,996,882 54,410 (55,034)
TG KR == Cross currency interest rate swaps 258,108 8,646 (8,565)
Z) HEGGETA b) Interest rate derivatives
F| 2= 4 HA Interest rate swaps 2,546,183 61,362 (56,702)
) #Baltirt TR ¢) Equity derivatives
AR A Equity options purchased and written 229,616 2,400 (2,400)
BERGAGZiTETA Total derivative assets/(liabilities) held for
BE /(AR a5t trading 108,733,749 746,544 (640,447)
2) FEEHRRRZITETIR 2) Derivatives held for hedging
) JEEURFEHFZITE a) Derivatives designated as fair value hedges
TIA
BT Interest rate swaps 47,823,185 3,154,692 (357,190
B TRRzTETEEE Total derivative assets/(liabilities) held for
(BB &5t hedging 47,823,185 3,154,692 (357,190)
ERABZITESRIAEE/ Total recognised derivative financial assets/
(aE) ot (liabilities) 156,556,934 3,901,236 (997,637)
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22, BIEEMREMKE

22. ADVANCES AND OTHER ACCOUNTS

eq==p

Restated

LOBIET o2 HKS$’000 2023 2022

BERER B R4ERE Gross loans and advances to customers 143,049,476 136,530,235
NkR - REERE Less: impairment allowances

—PEERL - Stage 1 (364,345) (406,618)

—PEER2 - Stage 2 (263,656) (342,731)

—PEER3 - Stage 3 (485,255) (887,053)

(1,113,256)  (1,636,402)

141,936,220 134,893,833

B R Trade bills 2,060,317 3,666,988
0Bx - REES Less: impairment allowances

—PEERL - Stage 1 (2,981) (5,569)

—PEEZ2 - Stage 2 - (1)

(2,981) (5,570)

2,057,336 3,661,418

HAthE zE (f5E31) Other assets (Note 31) 5,695,762 4,614,042
0Bx - REES Less: impairment allowances

—PEERL -Stage 1 (6,987) (10,198)

—PEER2 - Stage 2 (2,907) (2,238)

—PEER3 - Stage 3 (11,029) (12,787)

(20,923) (25,223)

5,674,839 4,588,819

RIEERMEMRE Advances and other accounts 149,668,395 143,144,070
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22, BIREXMRHEMIRE (48)

() BEEERERRERZHEHEREK
BRUNTF ©

ERERABEROERENERERABHENR
EFMZEBEAMERATERZRBREF
38 o ARRMAEE AN EERREEER > DA
EREZLEEE -

LOBIET Tl g

22. ADVANCES AND OTHER ACCOUNTS (CONTINUED)

(a) Loans and advances to customers include finance lease
receivables as follows:

Loans and advances to customers include net investments in
equipment leased to customers under finance leases and hire purchase
contracts having the characteristics of finance leases. The contracts
have an option for acquiring by the lessee the leased asset at nominal
value at the end of the lease period.

HKS’000 2023 2022

REFMEHEZ EUARIEEE

o

1FEUR
1FEL 24

2D EE3E

3EL EFESE

5L E

MBEREZ KRR ZHMERA

MEREREFEZONIT

1E MR
1M FZE2eF

2EL EE3E

3FEL EFESE

S5EFL E

R2023FE 2022512831 H » LR ERER
BRBRIEE BIERRIGRER -

FR2023F12831H » AEBEZ BEEESE
AOWElzmMEREREWREFHNERSSA

29,418,00078 7T (20224F © 30,782,000587T) ©

RITERIERARAT 2023FF4R

Gross investment in finance lease

receivables:
Not later than 1 year 960,410 901,741
Later than 1 year and not later than 2

years 660,989 655,159
Later than 2 year and not later than 3

years 466,321 468,447
Later than 3 year and not later than 5

years 397,624 529,133
Later than 5 years 1,478,151 837,773

3,963,495 3,392,253

Unearned future finance income on
finance leases (946,216) (468,733)

Net investment in finance leases 3,017,279 2,923,520

The netinvestment in finance leases is

analysed as follows:

Not later than 1 year 810,108 801,909
Later than 1 year and not later than 2

years 530,845 587,721
Later than 2 year and not later than 3

years 374,505 420,228
Later than 3 year and not later than 5

years 319,335 474,667
Later than 5 years 982,486 638,995

3,017,279 2,923,520

There is no unguaranteed residual value included in the gross
investment in finance leases above as at 31 December 2023 and 2022.

The allowance for uncollectible finance lease receivables included
in the impairment allowances as at 31 December 2023 of the Group
amounted to HK$29,418,000 (2022: HK$30,782,000).



23. UATHEstEEEEEARMER

23. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER

WS RE E COMPREHENSIVE INCOME
LUBBEFTATET HKS’000 2023 2022
EFRES . Debt securities:
—&BL™ - Listed in Hong Kong 10,976,354 13,609,856
—&BLSN ETH - Listed outside Hong Kong 15,729,976 15,742,345
—JEEm™ - Unlisted 12,057,957 8,590,336
38,764,287 37,942,537
RS Equity securities:
—&B LW - Listed in Hong Kong 237,415 864,117
—EHALUIET - Listed outside Hong Kong 4,978,850 2,565,200
—3JELm™ - Unlisted 1,761,292 674,982
6,977,557 4,104,299
=5 Total 45,741,844 42,046,836
BIEERHESFNE - Included within debt securities are:
— BTG - Certificates of deposit held 361,139 234,493
—EEER (FRREER) - Treasury bills which are cash
equivalents 1,489,951 897,617
— HEERE - Other treasury bills 1,878,367 3,867,536
— B ES - Government bonds 1,198,230 635,348
—HMtERER - Other debt securities 33,836,600 32,307,543
38,764,287 37,942,537
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23. UATHEstEEEEEtARMER
WmHIERE E (1)

LOBIET o5

23. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME(CONTINUED)

HKS’000 2023 2022

DUAT {8 BB A B 2 E U
SHEERETBENSTNT :

BT
— P REUFH PR RIEIT

—REHE
—IRITRH MRS

—1b

R EES
—IRIT R E A RS

—1b%

BETUAFEF=EHEEF AEM2Em N E
MWREZETALERFNRRAREREERER
MWHE c REIEREDBR  REZAFES
1,851,353,00058 75 (2022 © 1,752,534,00038 70) K&
HE B:tE518487,395,0005877 (2022 © Bt
%5 %5392,898,00057T) ©

EiRmtERSsART AEBEEE ZEMH
MRETG LR S ETENERERE - FES
BB SETERREAEREREAREENE
B IRF TR PR R o

RITERIERARAT 2023FF4R

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

Debt securities:
- Central governments and central

banks 8,338,984 9,160,937
- Public sector entities 1,799,394 802,807
- Banks and other financial

institutions 9,422,100 5,902,047
- Corporate entities 19,203,809 22,076,746

38,764,287 37,942,537

Equity securities:
- Banks and other financial
institutions 591,167 589,850
- Corporate entities 6,386,390 3,514,449

6,977,557 4,104,299

45,741,844 42,046,836

Certain investments in equity instruments measured at fair value
through other comprehensive income have been sold during the
year due to risk monitoring consideration. The fair value of the
investments at the date of derecognition was HK$1,851,353,000
(2022: HKS$1,752,534,000) and its cumulative loss on disposal was
HK$87,395,000 (2022: cumulative gain of HK$392,898,000).

Listed equity securities represent the Group’s equity investments across
various industries listed in Hong Kong, US and other stock markets.
Unlisted equity securities mainly represent the Group’s equity interests
in financial institutions that provide payment gateway and cross-border
payment services.



24. LUBERAATIAREIERIEE

24. FINANCIAL ASSETS AT AMORTISED COST

LB T 05T HKS’000 2023 2022
B%ES Debt securities:
—&BL™ - Listed in Hong Kong 13,549,372 11,895,925
—&BLSN ETH - Listed outside Hong Kong 15,977,711 12,981,228
—JEEm™ - Unlisted 9,894,062 8,123,992
39,421,145 33,001,145
NBx © REZEE Less: impairment allowance
—PEERL - Stage 1 (40,958) (59,435)
=11 Total 39,380,187 32,941,710
BIETEESESAE . Included within debt securities are:
—RENFRE - Certificates of deposit held 3,918,269 3,120,178
—EEERE - Treasury bills 1,577,781 1,121,950
— B ES - Government bonds 222,317 214,612
—HEFSES - Other debt securities 33,702,778 28,544,405
39,421,145 33,001,145
DUBRRRR AT BRIV SR E Financial assets at amortised cost are
A TIAERR DT T - analysed by categories of issuers as
follows:
— FR IR R FR IR ERT T - Central governments and central
banks 1,800,098 1,336,562
—RNEWE - Public sector entities 2,031,319 1,410,432
—IRTT R A RS - Banks and other financial
institutions 13,394,699 10,420,964
—b - Corporate entities 22,195,029 19,833,187
39,421,145 33,001,145
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25. HEATIHRE

25. INVESTMENT IN AN ASSOCIATE

LB TF (05T HKS$’000 2023 2022
FE(LEEFE Share of net assets 7,097,508 6,489,667
GRS Goodwill 344,623 344,623

7,442,131 6,834,290
0Bz - REERS Less: impairment allowances (5,227,000)  (4,675,000)

2,215,131 2,159,290
12831HZAFE Fair value at 31 December 1,816,000 1,866,400

FEBREBRTZRENAFELSEEER
TTHRRH2023F 22022 F 48 2 INTH1E

R2023F %2022 F 12 F31 A E AT 2 T BEE
T -

The fair value of the Group’s investment in Bank of Chongging shown
above is calculated with reference to the closing market price of BOCQ’s
H-shares as at the end of 2023 and 2022.

The following is the key information relating to the associate as at 31
December 2023 and 2022:

SE RS E R, FritEmE DL
278 Place of incorporation and FTEEH Percentage of
Name operation Principal activities interest in ownership
2023 2022
BERTT FREE ARHEM R1T
Bank of Chongging People’s Republic of China Banking 13.20% 13.20%
LB F 08T HKS’000 2023 2022
181H At 1 January 2,159,290 4,230,951
(PRI B R Share of results, net of tax 688,957 656,691
FEMEBRIR B ICE B (AR Share of investment revaluation
reserve, net of tax 248,924 (226,037)
BEWRE Dividend received (198,237) (209,484)
PEAIEY E =t Impairment loss charged (552,000)  (1,683,000)
REIHE 2518 Loss on deemed disposal (10) (10)
PE 5 7= B R HAAEE Exchange differences and other
adjustments (131,793) (609,821)
12831H At 31 December 2,215,131 2,159,290

BERAEETERRTHNESSEZRAER [
FrAES EARRARYVARBE - MAEERGER/YHE
BIRITRERTES -

RITERIERARAT 2023FF4R

The Group is considered to have significant influence over BOCQ on the
basis of its representation on the board of directors and participation in
policy-making process.



25. BEATRE (8)

() EERITZREMFER
BEIRTTZAEE2EHEEA12831H

B E2023F 2022F 12 B31 HIEFEHAR » A&

EEEEERITEAMNEE2023F12831H
LE12ER Z B F5RR 2 34E ©

25. INVESTMENT IN AN ASSOCIATE (CONTINUED)

(a) Selected financial information of BOCQ

The statutory accounting reference date of BOCQ is 31 December.

For the year ended 31 December 2023 and 2022, the results of BOCQ
were included by the Group on the basis of BOCQ’s financial statements

announced for and made up to the 12 months to 31 December 2023.

20235 20226
12831H 12A31H
At At
31December 31 December
LUBIET T3 HKS’000 2023 2022
EERTEEN B RRER Selected information from the statement of
financial position of BOCQ
B REPRIBITHAEER Cash and balances with central banks 43,939,228 45,946,001
FEWEANIRTT R RIS Due from other banks and financial
institutions 50,810,875 48,589,056
BERERMEBR Loans and advances to customers 418,020,589 383,513,820
HithemeEE Other financial assets 308,278,102 275,311,617
HhEE Other assets 13,118,284 13,465,538
BER Total assets 834,167,078 766,826,032
e RERTT Due to central banks 68,498,716 44,158,597
BERER - BORTRAMERIEEIIE Customer deposits, and amounts due to
banks and other financial institutions 507,495,786 476,494,843
HitheriaE Other financial liabilities 186,771,430 183,203,799
Hit&E Other liabilities 6,304,844 5,297,773
BEAF Total liabilities 769,070,776 709,155,012
U Total equity 65,096,302 57,671,020
kR - HiEHMTE Less: Other equity instruments (8,860,278) (6,239,197)
Bk - IR Less: Non-controlling interests (2,614,518) (2,417,877)
LERREE GRS SE Total equity attributable to ordinary
shareholders 53,621,506 49,013,946
BERTZREEG AT EANR TR S M EREANZ Reconciliation of BOCQ’s total shareholders’
IREEHERER equity to the carrying amount in DSB’s
consolidated financial statements
RHSRITIE (SRR A DSB’s share of total shareholders’ equity 7,076,999 6,468,932
o R BE R A TERE Add: Goodwill and fair value adjustment at
acquisition 365,132 365,358
0k RE Less: Impairment (5,227,000) (4,675,000)
REE Carrying amount 2,215,131 2,159,290
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25. HHEABRE ()
() EERITZHEMBEN(B)

25. INVESTMENT IN AN ASSOCIATE (CONTINUED)

(a) Selected financial information of BOCQ (Continued)

20235 20226

12H31H 12H31H

At At

31December 31 December

LGB F T lid)m HK$°000 2023 2022
[E(REEIRIT SR E ERRIE Share of BOCQ’s contingent liabilities and

commitments 9,372,253 12,065,327

20235 20226

181HE 1A1H=E

20235 20224

12H31H1E 1283181

12{8R 12188

12 months 12 months

from from

1 January 1 January

2023 to 2022 to

31December 31 December

LUBIET LT3 HKS$’000 2023 2022
BEERTZEENGERER Selected income statement information of

BOCQ

FBH B A Net interest income 11,523,285 12,536,232

FRBERAESWA Net fee and commission income 453,826 883,061

BREEER Loan impairment charges (3,577,073) (4,128,183)

MBS H Tax expense (947,152) (1,359,852)

FERA Profit for the year 5,767,658 5,934,531

Hit2EilE Other comprehensive income 1,913,724 (1,739,289)

2EWELREE Total comprehensive income 7,681,382 4,195,242

BEWEERITRE Dividend received from BOCQ 198,237 209,484

(2) REZBERNHKRIT2023FHET 2R
=1

120235128310 » AEEETEBRITZREY
NEFEBERIREEARNLIE o Bt » AERF
EHRTEERTZREZREEETRENF L
M PTUN[EIERE ©

RITERIERARAT 2023FF4R

(b) Impairment testing on the investment and impairment
recognised in 2023

At 31 December 2023, the fair value of the Group’s investment in BOCQ
had been below the carrying amount for approximately 10 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.



25. HHEABRE ()

(Z) REZRBERMNFHRI2023F/HEZH
0@

RERS LSSt EEREE (TEREE)) mE
EZEERITPIWEIZEMZREZREE - E
REENNEREERGEZEBRTRENFRR
RORIRE > RiEEREBRTHHNRAZIER
REEFERZ ARRAERFEE - BH
RBIRBERBRAHE - BFAREREENEZ
MRERTLSETNARTISERN EERITRA
PRASTIEE o

ETEREEFBEUSHZREZAIREISE
B AEEEZEFARMERERETSEEKE
ERRUBFRGEEREEZ2HEHE - BEITF
AFHURME BEEIRTZ RME LR TEA
BEERITARKBEAERZTHAARRATSEREE -
ERBEEERTZARRERETEEEEREF
EEFH -

RErEH2023F 12831 HAEEREERTRE
B B 1B{E%42,215,000,00058 7T » EHFrREZ
EARBHUWT :

25. INVESTMENT IN AN ASSOCIATE (CONTINUED)

(b) Impairment testing on the investment and impairment
recognised in 2023 (Continued)

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.

The key inputs underlying our HK$2,215 million VIU on our investment
in BOCQ as at 31 December 2023 are as follows:

2023 2022

FERIIERE Annual profit growth rate NF2%FEA%  F2024EM5EHR
NFNET%

TEEERY

Ranging from Ranging from

2% - 4% 6% - 7% in the

near termup to

2024, and 5% per

annum thereafter

iR BIEE L= Dividend payout ratio 28.2% 25.3%
BRIRE (33) Discount rate (Note) 12.0% 12.0%
FRUMEEI R ERR Bz RGBT W EEER PB ratio for estimation of 0.26 0.27

=

B MEVMRIARRERSTUGHEEREE R
BENIREMERAT ERAIRLIRE © 2023F 2 A0
BEERE A 15% (20224 © 15%) ° & K IRAIFTst
HOERBEERER o

potential future recovery
value under different
holding periods

Note: Post-tax discount rate is used to calculate the VIU using the post-tax cash
flows. The post-tax discount rate is subsequently grossed up to pre-tax
discount rate. The pre-tax discount rate for 2023 was 15% (2022: 15%). The
calculated VIU using post-tax and pre-tax is the same.
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25. HHEABRE ()

(Z) REZRERMNHRI{2023F/HEZH
0@

THREAEEERASENTENEAZH 2 E
BHEREENTE - UTHERMREHAEEYR
BE-ER2HHENGRE - ZIN—1EFR
B/ BRI E TR o] SE R —BF R R o

25. INVESTMENT IN AN ASSOCIATE (CONTINUED)

(b) Impairment testing on the investment and impairment
recognised in 2023 (Continued)

The following table illustrates the impact on VIU of changes to key
inputs which management considers as reasonable and possible. The
following summary reflects the sensitivity of the VIU in response to the
change of each key input. It is possible that more than one favourable
and/or unfavourable change may occur at the same time.

E=El:cf=b RmEE
Favourable change Unfavourable change
fEREEN EREEN
L7 Tk
20234 2023 Increase in FREE Decrease in {FREE
(BE#T) (In millions of Hong Kong dollars) Viu ViU ViU ViU
FEGFIERE  Annual profit growth rate +1% 40 2,255 -1% (40) 2,175
% SR Dividend payout ratio +5% 124 2,339 -5% (124) 2,091
BEIRE Discount rate -25% 25 2,240 +25%% (25) 2,190
-25bps +25 bps
mikE PB ratio +124 52 2,267 -1% (52) 2,163
+1bp -1bp
Sl ERilloe
Favourable change Unfavourable change
EREBEN EREBEN
L7 T
20226 2022 Increase in FRER Decrease in EREE
(BE#T) (In millions of Hong Kong dollars) ViU ViU ViU ViU
FEGAIERE  Annual profit growth rate +1% 4 2,201 -1% (42) 2,117
REREELLE Dividend payout ratio +5% 126 2,285 -5% (126) 2,033
BhIRE Discount rate -25%; 25 2,184 +258h (25) 2,134
-25 bps +25 bps
tRE PB ratio +18 50 2,209 18 (50) 2,109
+1bp -1bp

RITERIERARAT 2023FF4R



25. HHEABRE ()

(Z) REZRBERMNFHRI2023F/HEZH
0@

RIEEHE2023FE12831AZ MR EEE L E
A2EHNHKEM 28 FrEN B8k EMmE
Tz ih > R EB 2 ERBERKEEFAE
BRE (B8EHE202F128318EEE2 8
STRVEETR) MMES R ME T 2 AU ElIEERT)
MEFERE(E o AEEF2023F 128318 2R
ETRMBENS  BAKHBEEREBRZH
Bl RE AR R IORE E2022F 1283182
K&t R (ET124,675,000,0008 0k 2 IREE » K&
BRAFESEE4552,000,000787T © FIE 2 722023
R RTTIE R (E 5552,000,00078 7T LUAME
ZIREZBEE2,215,000,000587T °

STEAHIRTT (BAAEBMPESEBNIRITMB AR »
TEFESFARERNEERTNER) 2EEXTR
LW EEIEZKREZRERAN > HEAFIRITI
WMEBEERTZIRERERI o MEZREERTE
R SRR E AL A2 1,213,000,000787T > 5%
BEZHER TR EANIRITCELATRELEE o

25. INVESTMENT IN AN ASSOCIATE (CONTINUED)

(b) Impairment testing on the investment and impairment
recognised in 2023 (Continued)

Based on the assessment conducted for the position up to 31 December
2023, which takes into account the sensitivity of the key inputs shown
above and the effects of possible interaction of these inputs, the
recoverable amount, as determined by the VIU calculation and after
considering all relevant factors (including the cumulative impairment
charge having been recognised as of 31 December 2022) and valuation
inputs, remained below the carrying amount. The latest impairment
test performed by the Group for the position as at 31 December 2023
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 2022
of HK$4,675 million, by HK$552 million. As a result, an additional
impairment charge of HK$552 million was recognised in the year of
2023 to reduce the value of the investment to HK$2,215 million at 31
December 2023.

The calculation of DSB’s (which is the Group’s banking subsidiary in
Hong Kong and directly holds the Group’s interest in BOCQ) capital
adequacy does not include the retained earnings from 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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26. HEHEHBERKE

26. INVESTMENTS IN JOINTLY CONTROLLED ENTITIES

LOBEF oo HKS$’000 2023 2022
FEETARAD - A Unlisted shares, at cost 20,000 20,000
PRI B R Share of post-acquisition reserves 109,946 103,072

129,946 123,072

F22023 5 52202212 331 HR H[FEZEHI B W
T

The following are the jointly controlled entities as at 31 December 2023
and 2022:

LEEE#ZBS L
FEMthEh FEEBRSE I, Percentage of
Sy Place of Principal activities and place effective interest
Name incorporation of operation in ownership
IREHERRBIR AT B SEER B
Bank Consortium Holding Limited Hong Kong Investment holding, Hong Kong 13.333%
IREHMSEARAE B BERER > BE
Bank Consortium Trust Company Limited Hong Kong Mandatory provident fund business,
Hong Kong 13.333%
IR ERARAE O BIETER > B
BCT Financial Limited Hong Kong Mandatory provident fund business,
Hong Kong 13.333%

FEBTRBIERARAD ZEEHNERATK
MIRTTHRA - MM EEERARKIRMERE
RABLIRBHERBRAT ZEEMB AT

RITERIERARAT 2023FF4R

The Group’s interest in Bank Consortium Holding Limited is held by
DSB, a subsidiary of the Company. Bank Consortium Trust Company
Limited and BCT Financial Limited are the wholly owned subsidiaries of
Bank Consortium Holding Limited.



27. MIEBAT

220235128310 » KRB ZHBABRWT -

27. SUBSIDIARIES

The following is a list of the Company’s subsidiaries as at 31 December

2023:
PR B AL BT LB
Percentage of shares held Particulars of
NGRS ] TBEH sEftEs Ei#% il issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
ARITERBRAT" K&K BE
Dah Sing Banking Group Limited* Investment holding Hong Kong 74.37% - HK$6,894,438,231
R EEBRAT REER &E
Dah Sing Company Limited Investment holding Hong Kong 100% - HK$1,000,000
RARER(1976)BRAR GE(R) R (2)) —MfRR BE
Dah Sing Insurance Company (1976) Generalinsurance Hong Kong 100% - HK$996,000,000
Limited (Note (a) and (b))
mEE BRE
Dah Sing Holdings Limited Inactive Bermuda 100% - US$100,000
KRB RIEERAT iR BE
Dah Sing Insurance Agency Limited Insurance agency Hong Kong 100% - HK$500,000
REER BRE
Dah Sing International Limited Investment holding Bermuda 100% - US$100,000
EmEE HEEEUHE
Dah Sing Medical Science Investment  Inactive British Virgin Islands 100% - US$50,000
Incorporated
Dah Sing Secretarial Services Limited ~ Inactive Hong Kong 100% - HKS$2
DSE Investment Services Limited Inactive Hong Kong 100% - HK$1,000,000
(Note (c)) (& (W)
Filey Investment Corporation Inactive Panama 100% - US$2
WERE HERYHE
High Standard Investment Ltd. Property investment British Virgin Islands 100% - us$2
MAERERRAT EEE BE
Newinner Investments Limited Inactive Hong Kong 100% - HKS2
WOF Escrow Limited Inactive Hong Kong 100% - HK$25,000,000
HEEIRAT REER &E
World Prosper Limited Investment holding Hong Kong 100% - HKS1
K&K HEEEUHE
Upway Wealth International Limited Investment holding British Virgin Islands 100% - Us$1
EEX EERUEE
Cycle Chance Limited Inactive British Virgin Islands 100% - USs$2
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27. MIBAT (&)

27. SUBSIDIARIES (CONTINUED)

FriGRIPE DL

Percentage of shares held

BRTEERRALA
Particulars of

UNIEZT TEER SHmhSE Bi% s issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
WEITBR AR WERE )
Fortune Land Corporation Limited Property investment Hong Kong 100% - HKS$1
FEIBERAR REZR )
Right Vision Limited Investment holding Hong Kong 100% - HKS$1
piegilivec 5
DS Group Service Limited Consultancy service United Kingdom 100% - GBP1
(Note (d)) (G£(T))
DSFH Limited Inactive Hong Kong - 100% HKS2
REZR HEERUEE
DSGI (1) Limited Investment holding British Virgin Islands - 100% Us$1
REZR EERUEE
DSLI (BVI) (1) Limited Investment holding British Virgin Islands - 100% uss1
REZER HEEUHE
DSLI (2) Limited Investment holding British Virgin Islands - 100% USS1
REZR HEERUEE
DSMI Group Limited Investment holding British Virgin Islands - 100% Us$1
SEEERERAR REZR HEELHE
Able Keen Holdings Limited Investment holding British Virgin Islands - 100% USS1
EBEXBRAT mEE A
Luen Fung Investment Company, Inactive Hong Kong - 100% HK$303,000
Limited
BFIRERMERAT —RR{RkE HF9
Macau Insurance Company Limited General insurance Macau - 100% MOP220,000,000
RARAESBRRNERAE BHRESER AP
Macau Pension Fund Management Pension fund Macau - 100% MOP60,000,000
Company Limited management
KERITERAE 17 BE
Dah Sing Bank, Limited Banking Hong Kong - 74.31% HK$6,200,000,000
KAIRAT () BIRAE) 17 FEARAAE
Dah Sing Bank (China) Limited Banking People’s Republic of China - 74.37% RMB1,200,000,000
LH1931)BRAT mEE BH
MEVAS (1931) Limited Inactive Hong Kong - 74.37% HK$400,000,000
RAREERITRNAERAR 17 Ul
Banco Comercial de Macau, S.A. Banking Macau - 74.37% MOP225,000,000
MERE EERUEE
CWL Prosper Limited Property investment British Virgin Islands - 74.31% USS1
AMEABBRAT mEE BE
Dah Sing Finance Limited Inactive Hong Kong - 74.31% HK$25,000,000

RITERIERARAT 2023FF4R



27. MIBAT (&)

27. SUBSIDIARIES (CONTINUED)

FrSRIVESL B BB
Percentage of shares held Particulars of
UNIEZT TEER SHmhSE Bi% s issued ordinary
Name of company Principal activity Place of incorporation Directly Indirectly share capital
AFIRBERERAT Rigsa )
Dah Sing Insurance Brokers Limited Insurance broking Hong Kong - 74.31% HK$500,000
AMEEBRAT REARS BE
Dah Sing Nominees Limited Nominee services Hong Kong - 74.37% HK$100,000
REER e
Dah Sing Properties Limited Investment holding Hong Kong - 74.31% HK$9,998
K&K BE
DSB BCM (1) Limited Investment holding Hong Kong - 74.31% HKS1
REER BE
DSB BCM (2) Limited Investment holding Hong Kong - 74.37% HKS$1
AAEHFBRAT BEXH BE
Dah Sing Securities Limited Securities dealing Hong Kong - 74.31% HK$10,000,000
MEVAS Nominees Limited Inactive Hong Kong - 74.37% HK$50,000
IERERH (ER) BRAT EEX BE
Pacific Finance (Hong Kong) Limited Inactive Hong Kong - 74.37% HK$450,000,000
ZEGBBRAT JidE A
OK Finance Limited Money lending Hong Kong - 74.37% HK$1,000
MOBEEERAT EEE BE
Modern World Holdings Limited Inactive Hong Kong - 74.31% HKS$1
MEEEERAT EEX BE
Modern Bright Hong Kong Limited Inactive Hong Kong - 74.31% HKS$1
REER HERYHE
South Development Limited Investment holding British Virgin Islands - 74.37% Uss1
WERE HEERUEE
Talent Union Holding Limited Property investment British Virgin Islands - 74.37% US$2
HERERRAT MERE BE
Vanishing Border Investment Services  Property investment Hong Kong - 74.37% HKS$20
Limited
MERE EERUEE
Well Idea Enterprises Limited Property investment British Virgin Islands - 74.31% USS1
WERE HERYHE
Wise Measure Limited Property investment British Virgin Islands - 74.37% Us$1
WERE HEERUEE
Reliable Associates Limited Property investment British Virgin Islands - 74.31% USS1

* EEBMERXZIARAR EH

*

Listed on The Stock Exchange of Hong Kong Limited
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27. MIBAT (&)

BAHIRTERARABRAHBRITARARRE
NRABEMRRABI » LHFABRBHARBMANATH
R EBLIME TS FEMAR AL - B EEEEEM
BRILZ Fh N A BB SR, ©

BRAHTIRIT (FED) AIRAE ~ MPIEERTIRMD
BRAR ~ RPIRBRRHBRAE « HRPIRAKE
TEERMNDABRAE K LAYIBPREEHBLI EMR
BRILBYATSN » B ABIEEBEE o

RHERIT (FED) BIRABF 200857 B EFEIAH
SEARIL 0 HARBREARFEMBEI 2 EZHEEMS
MERAR (EHAE « EBHRFIZEERE) -

(B) KRR (1976) B IRAE (TRHREL) BRETTT
BRRSN » TREE T4R{E550,000,00078 7o HI B EE OB
Fehg o KETREEE R 2024515198 e R &2
B FER EEE R AT BARR

(Z) 12024F3827TH KRR EEBERIRZEN S
BRFREBRATLERFER o AT FTE
FEiEH20245438HERER ©

() DSE Investment Services Limited & 2% 17 i 38 f%
S > TREITHEETO0HETTHIE TR ©

(T) 120235F9R6BBAMBRET AR ZEZEAMBR
o

PR EHSN > B AR BB EESE o

RITERIERARAT 2023FF4R

27. SUBSIDIARIES (CONTINUED)

Except for Dah Sing Banking Group Limited and Dah Sing Bank,
Limited which are public limited companies, all the above companies
are private companies or, if incorporated outside Hong Kong, have
substantially the same characteristics as a Hong Kong incorporated
private company.

Except for Dah Sing Bank (China) Limited, Banco Comercial de
Macau, S.A., Macau Insurance Company Limited, Macau Pension Fund
Management Company Limited, and companies incorporated outside
Hong Kong specified above, all other companies operate in Hong Kong.

Dah Sing Bank (China) Limited was incorporated in Mainland China in
July 2008. It is registered as “Limited liability company” (solely funded
by Taiwan, Hong Kong or Macau corporate body) under the laws of the
People’s Republic of China.

Note:

(a) In addition to the ordinary shares issued by Dah Sing Insurance Company
(1976) Limited (“DSI”), it also has redeemable preference shares (“RPS”)
in issue totalling HK$550,000,000. DSI completed the variation of right and
reclassified the RPS into ordinary “A” shares on 19 January 2024.

(b) DSl had passed a special resolution on 27 March 2024 to change its name
to Dah Sing Insurance Company Limited with immediate effect. This

change of company name will take formal effect on 8 April 2024.

(c) In addition to the ordinary shares issued by DSE Investment Services
Limited, it also has preference shares in issue totalling HK$700.

(d)  Acquired as a wholly owned subsidiary of the Company on 6 September
2023.

Except for the above, there was no change in the list of subsidiaries.



28. BEREFEE

28. GOODWILL AND INTANGIBLE ASSETS

ARG
&4 BbER BlEE
BIBE BIVEE  Customer [ BEES
[ Contract  Coredeposit relationship Trade Club a3t
BT HKS°000 Goodwill  intangibles intangibles intangibles name  debentures Total
A& Cost
03F1B1HK At 1 January 2023 and
203127318 31 December 2023 884,013 26,499 80,583 69,256 80,927 11,463 1,152,741
RERE /Y Accumulated impairment/
amortisation
03E1B1HK At 1 January 2023 and 31
2023F12831A December 2023 98,239 26,499 80,583 69,256 = = 274,571
REE Carrying value
2023%12A31A At 31 December 2023 785,774 - - - 80,927 11,463 878,164
KRR
G ”mOER  EBVEE
BREE ®HEE  Customer BRES
wHE Contract Core deposit  relationship [k Club =
LGB i HK$°000 Goodwill intangibles intangibles intangibles Tradename debentures Total
A Cost
2021818 At 1 January 2022 884,013 26,499 80,583 69,256 80,927 - 1141278
e Additions - - - - - 11,463 11,463
2022512A31H At 31 December 2022 884,013 26,499 80,583 69,256 80,927 11,463 1,152,741
ZRERE Y Accumulated impairment/
amortisation
202215818 % At 1 January 2022 and
2022%12831H 31 December 2022 98,239 26,499 80,583 69,256 - - 274,577
iREE Carrying value
202212831H At 31 December 2022 785,774 - - - 80,927 11,463 878,164

EEARRZELEEGRSN  RUEFERAE
FRAGETEERUERERERFIZHN F5E12F
ZPIREHEY - Bk RESAEERAR
& SFAHEREBER AN RRERE

SRS ©

Intangible assets of finite life include contract intangibles, core deposit
intangibles and customer relationship intangibles, and are amortised
over their useful life ranging from 5 to 12 years using a diminishing
balance method. Trade name and club debentures are carried as an
asset of indefinite life and is tested annually for impairment losses. It is
carried at cost less accumulated impairment loss.
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28. BHEKBIEE () 28. GOODWILL AND INTANGIBLE ASSETS (CONTINUED)

BMENREERENPEEREE-—REHED Goodwill is allocated to the Group’s cash-generating units (“CGU”)
HERRAZREELEM(MREELEMN) o8 identified according to business segments in line with the internal
EHHMEZ5MT © management reporting structure. A summary of goodwill allocation is
presented below.
&# el
Hong Kong Macau
ERIT BASRIT RPIRAT
Corporate Personal Macau Rk At

LOBETF 8T HK$'000 Banking Banking Banking Insurance Total
BN Cost
2023%1818% At 1 January 2023 and

20235128311 31 December 2023 98,239 220,428 493,023 72,323 884,013
RiERE Accumulated impairment
2023F181HK At 1 January 2023 and

2023%F12831H 31 December 2023 98,239 - - - 98,239
fREE Carrying value
2023%12H31H At 31 December 2023 - 220,428 493,023 72,323 785,774

&4 AP
Hong Kong Macau
R EASRTT HPIRIT
Corporate Personal Macau B CE

LB Frlidn HK$°000 Banking Banking Banking Insurance Total
7N Cost
202215818 % At 1 January 2022 and

2022 12A31H 31 December 2022 98,239 220,428 493,023 72,323 884,013
ZRRERE Accumulated impairment
2002F1818% At 1 January 2022 and

20225128311 31 December 2022 98,239 - - - 98,239
fREE Carrying value
202128317 At 31 December 2022 . 200,428 493,023 72,323 785,774
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28. BHEKRBREE(R)
() BERBREEZRENS

BEAESEERENR  HRBAE 2 FRE
EmEEZREEFEMOUEEE - ZotERE
FAHEEEEABMGH » USFEF2I2EARE
W R E EEAFEERMNIEREES16%H MUEE
FIBEENT2%E5%HERBSFUBEKE © %
SEHEREEREASENAHAERRSELS
2 2% Rz BN AR R EEIE R 2 51
EFTRE - FIERAZMIRENBEERAERRE
RITEERREGEF BN EBEEFBRHZER
AN 98 > SRITEFR RS EE BN IR
KA11.23% (20224F  11.10%) > MIREEFIRS
EEE BN 2 BRI 410.58% (20224F © 10.37%) ©

BRESFETZRENR ERA2REENSE
KR a2 Ma BRI E RITEKAH3% > RIgE
#57452%) R RHAET Bl 2 AR - BH#ERIES
EUBEKE - FIERZEREREERAER
RHERITEBR Z ERKAMET IR - ZALIRE
1T 2 EFERIMT £ 10.58% F 11.23% (2022
£ 1 10.37%ZE11.10%) Z [ °

EEESAEAAENEERBULREES
RESFHREERAETHEEET  BEEHHE
BEERIREERG RS ARERSR

FEEWEEREE Bk
18 (20224 | £E) o

BREEFBRIERS

29. TERHMEEERE

28. GOODWILL AND INTANGIBLE ASSETS (CONTINUED)

(a) Impairment testing on goodwill and intangible assets

Impairment testing in respect of goodwill is performed annually by
comparing the recoverable amount of CGU determined based on
value in use calculation. The calculations use discounted cash flow
projections prepared by the Senior Management based on the latest
5-year business plan, taking into account projected annual growth
rate of net profit at an average of 16%, and in perpetuity with constant
growth rates ranging from 2% to 5% after the fifth year. The 5-year
business plan was developed by the Senior Management based on their
evaluation of the businesses and associated projected discounted cash
flow of net profit of the relevant CGU and the conditions in which such
businesses will operate over the projection period. The discount rate
used is based on the Group’s and its Banking Group’s weighted average
cost of capital depending on type of businesses carried out by CGU,
which are 11.23% (2022: 11.10%) for CGU under banking business and
10.58% (2022: 10.37%) for CGU under insurance business.

For trade name, impairment testing is performed annually using pre-tax
royalty rate of 3% for banking business and 2% for insurance business
with reference to similar market transactions, projected revenue in the
medium-term plan, and in perpetuity after the fifth year. The discount
rate in the range of 10.58% to 11.23% (2022: 10.37% to 11.10%) used is
based on the Group’s and its Banking Group’s weighted average cost of

capital depending on type of businesses carried out.

Impairment testing in respect of club debentures is performed annually
by comparing the book value of each club debenture with its market
value. Impairment loss is recognised when the market value is below

the book value.

No impairment loss on goodwill, trade name and club debentures were
identified in the year. (2022: Nil).

29. PREMISES AND OTHER FIXED ASSETS

LGB T o) HKS$’000 2023 2022
17 ~ BB Premises, furniture and equipment 2,439,918 2,389,133
EREERE Right-of-use assets 460,155 508,543

2,900,073 2,897,676
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29. {TERHEMEIEEE (&) 29. PREMISES AND OTHER FIXED ASSETS (CONTINUED)

() 172 ~ FM KRB (a) Premises, furniture and equipment
1R~
RERSE
Furniture,
equipment
7E and motor &%
LCBEEF T8 HKS$’000 Premises vehicles Total
HE2002F12831HIEFE Year ended 31 December 2022
FYEREFE Opening net book amount 1,937,857 525,576 2,463,433
g Additions 97,452 87,374 184,826
HE Disposals - (2,665) (2,665)
EZH (MEF12) Depreciation charge (Note 12) (72,043) (169,833) (241,876)
ERER Exchange difference (9,852) (4,733) (14,585)
FRREFE Closing net book amount 1,953,414 435,719 2,389,133
20225 12831H At 31 December 2022
BRAS Cost 2,679,939 1,493,649 4,173,588
RBIE Accumulated depreciation (726,525) (1,057,930) (1,784,455)
IREFE Net book amount 1,953,414 435,719 2,389,133
HZE2023F12831HIEFE Year ended 31 December 2023
EAIREFE Opening net book amount 1,953,414 435,719 2,389,133
g Additions - 281,073 281,073
HE Disposals (12,309) (2,680) (14,989)
EH (ME12) Depreciation charge (Note 12) (71,747) (140,618) (212,365)
EREE Exchange difference (2,020) (914) (2,934)
FRIREFE Closing net book amount 1,867,338 572,580 2,439,918
2023F12H31H At 31 December 2023
[N Cost 2,657,484 1,747,061 4,404,545
RIEINE Accumulated depreciation (790,146)  (1,174,481)  (1,964,627)
SREFE Net book amount 1,867,338 572,580 2,439,918
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29. {TERHMEEEE ()
() 17 - FMb Rkt (&)

29. PREMISES AND OTHER FIXED ASSETS (CONTINUED)

(a) Premises, furniture and equipment (Continued)

TEZREFEEE . The net book value of premises comprises:
LGB T T )m HKS$’000 2023 2022
GEN =R Leaseholds
EEARA ZFHHEY Held in Hong Kong on medium-term
(TF10E50F 2~ ) lease (between 10-50 years) 1,434,605 1,491,296

EEBLIMNTAE ZHEAEYN
(TE10ZE50F 7 f9)

() HE
IEMEE AR IERABAZAERHEER -

(i) TR EEIBERRRZEEE

mEMBRRRANEBEEZ 28R

Held outside Hong Kong on medium-
term lease (between 10-50 years) 432,733 462,118

1,867,338 1,953,414

(b) Leases

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

(i) Amounts recognised in the consolidated statement
of financial position

The consolidated statement of financial position shows the

N following amounts relating to leases:
LOBMSTF o3 HKS’000 2023 2022
FEREEE Right-of-use assets
/e Properties 460,155 508,543
HEaE Lease liabilities 487,592 539,020

Q0B FHBFEANNESERAREES
100,101,000 & 7¢ (2022 £ : 73,626,000 /&

7o) ©

Additions to the right-of-use assets during the 2023 financial year
were HK$100,101,000 (2022: HK$73,626,000).
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29.

TEREMEEEE (B)

(2) HEG@)

(ii) MBSk EFE

FEWERNAREEZ SRR T ¢

29.

(b)

PREMISES AND OTHER FIXED ASSETS (CONTINUED)
Leases (Continued)

(ii) Amounts recognised in the consolidated income
statement

The consolidated income statement shows the following amounts
relating to leases:

Ey==pl
Restated
i
LB Tl HK$°000 Note 2023 2022
ERAEEEZINESH Depreciation charge of right-of-
use assets
LES Properties 12 144,833 146,859
FEXZ W (BETFESE — Interest expense (included in
HESR) interest expense - lease liabilities) 7 7,548 8,333
BRCIARENEEESE W (BIETTER Expense relating to short-term
HEMEIEEES Y » FEETE) leases and low-value assets
(included in premises and other
fixed assets expenses, excluding
depreciation) 12 2,471 3,077

Q03FRNEHRMBEEZREMLEES
158,076,000 7 7T (20224 : 157,963,000 7
JT) ©

(i) FEEHEZHEZBRAMATAR

AEEEEZEYZE o 7220224 2023
F HEAR—RAIEEIEZETHR
(BRI BEMTHES I A (iv) Bl 2 FERIEFERE ©

HEHZERERHE RO ZZ HEZ TR
1R AR - BREEAFAEE 2 BE &
fRrigmsh - HESRLTRIERZZL - 18
EZEEMHIENEERT ERFER
¥ o

(iv) FERREALIEERE

IERKRRIDEEROEEAERRIIZET
MEEERN - IAEEEENEEPERZ
BEME > EARSFFRAEZERREEER
M o RBERTE ZIER MR IEIEEER R
HASERMIFS EBEAITE -

RITERIERARAT 2023FF4R

The total cash outflow for leases in 2023 was HK$158,076,000
(2022: HK$157,963,000).

(iii) The Group’s leasing activities and how these are
accounted for

The Group leases various properties. Rental contracts are
typically made for fixed periods of 1 year to 9 years for 2022 and
2023, but may have extension options as described in (iv) below.

Lease terms are negotiated on an individual basis and contain
a wide range of different terms and conditions. The lease
agreements do not impose any covenants other than the security
interests in the leased assets that are held by the lessor. Leased
assets may not be used as security for borrowing purposes.

(iv) Extension and termination options

Extension and termination options are included in a number of
property leases across the Group. These are used to maximise
operational flexibility in terms of managing the assets used in the
Group’s operations. The majority of extension and termination
options held are exercisable only by the Group and not by the
respective lessor.



30. IREYE

30. INVESTMENT PROPERTIES

LB T 05T HKS’000 2023 2022
1H1H At 1 January 782,816 760,256
Hrig Additions - 84,652
BHRATERE Fair value losses on revaluation (72,957) (62,092)
12H31H At 31 December 709,859 782,816
RERFAZ BETAEIERIRT Unrealised gains or losses recognised
Bz REIRIN S E 18 in consolidated income statement
relating to those assets held at the
end of the year
—ATERE - Fair value losses (72,957) (62,092)
LY S EaE The net book value of investment properties comprises:
LB T (I 5T HKS’000 2023 2022
FEEH Leaseholds
TEEBRFAZ R Held in Hong Kong on medium-term
(f£10ZE50F 2 &) lease (between 10-50 years) 534,974 602,874
TEEBLUMTA 2 REIEAY Held outside Hong Kong on medium-
(TE10E505F 2 ) term lease (between 10-50 years) 174,885 179,942
709,859 782,816

REMECQENBLAEEENMELE
#E 128,505,000 78 7T (722022 F£12 A 31 8
132,117,000 %) » bR EEEHEHEPIRIRE
FEFTBENNAIE T AE D E KPR ©

STEREBYMEZATE

AEEF2023F K%2022F 12 F31 H AR EMEN
BEETT 7 B o WA HRBI EE A28
B—RTPRMEH (HEREEBD) BRAR AN
REERTPEBENZ RENE RS — R FEH L
CEF) BRABAMMNBFZ EEYEREE
BAFHRAIREE ELAEURI2E Z 80U
HEEUR AR A BRIRAETT © (R E R EMENE
B Hh—I8TBREALE BRI - B
183 RZ=WEFBIAR/ NS B Pk & FI8H & B 1L
B o tHEBAEERN TREERIRENEZ A
TEtEEEEEDERREL » KRZIRR ©

Included in the investment properties, the right of disposal of
properties owned by a subsidiary amounting to HK$128,505,000 (31
December 2022: HK$132,117,000) was restricted to satisfy the solvency
requirement imposed on the Macau insurance business by regulator.

Fair value measurement of investment properties

The Group’s investment properties were last revalued at 31 December
2023 and 2022 by adopting the direct comparison approach or the
income capitalisation approach. Under direct comparison approach,
valuation is referenced 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. The key inputs was the unit sale rate
taking into account of time, location, and individual factors such as
size and levels of buildings. A decrease in unit sale rate would result in
decrease in fair value measurement of the investment properties by the
same percentage and vice versa.
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30. KREYE @)
HEREVMEZ ATEE)

TISEEAMEZHERR  HEEBYHBRE
ERFBRE(RAFEAB)FZATEEE B
BEtARTSE2HEEME 2R NRENYER
%o

REVMEURBO A ERZBIBERMGER
STEATE X ERDEERFAEAETBYHRS
B 13F( AT EFB) PR TFEFHROEIMR
Al e

DWAREEECHEZBEATEZRENE
BRZ BB AREBEECREEEBZFY
E X HBEHEPERWAZENET - RF(ER
ERTHETNEARRMREGR > BH5RaRme
TERARA o

WARBEECT AT AIREZ 80

30. INVESTMENT PROPERTIES (CONTINUED)

Fair value measurement of investment properties
(Continued)

The basis of the valuation of property was market value which is
consistent with the definition of fair value under HKFRS 13 “Fair Value
Measurement” and takes into account the highest and best use of the

property from the perspective of market participants.

Investment properties are measured at fair value using valuation
techniques with significant unobservable inputs which are classified
as Level 3 under the fair value hierarchy as defined in HKFRS 13, “Fair
Value Measurement”.

Under income capitalisation approach, investment properties of which
the fair value is determined on the basis of capitalisation of netincomes
with due allowance for outgoings and reversionary income potential.
The fair value measurement is positively correlated to the market rental
and inversely correlated to the market yields.

Unobservable inputs on income capitalisation approach:

HERZE TR 2 8% #E

Valuation technique(s) Unobservable input(s) Range

REME BRLEBERE HE BB BF5R1,45587TE 138,000/ 7T
(20226 : §F75IR1,647/87TE 169,100/ 7T)

Investment properties Direct comparison Unit sale rate HK$1,455 to HK$138,000 per square foot
approach (2022: HK$1,647 to HK$169,100 per square foot)

WARBEECTZE ISR 2.00%ZE3.15%

(EBa=) (2022 : 2.00%Z3.10%)

Income capitalisation Market yields 2.00% to 3.15%

approach (reversionary yield) (2022:2.00% to 3.10%)

miGHE FEAHR25BTESSET

(20225 | §¥AR26ETEIVETT)

Market rental HK$25 to HK$88 per square foot

RITERIERARAT 2023FF4R

(2022: HK$26 to HK$91 per square foot)



31. Hfh&EE

31. OTHERASSETS

==l

Restated

LGB TR HKS’000 2023 2022

RiEEMEE (536 (F)) Insurance contract assets (Note 36(a)) 11,272 3,937
BRENEE (536 (2)) Reinsurance contract assets

(Note 36(b)) 519,876 389,716

FEWRIE & FRITIE Accounts receivable and prepayments 3,302,318 2,608,086

FESTUWRA Accrued income 1,759,966 1,499,143

Hith Others 102,330 113,160

32. HEXGRAENAE
LOBBEF AP

5,695,762 4,614,042

32. TRADING LIABILITIES

HKS’000 2023 2022

T ZE BB B K B R R 3

33. BEREM
LGB F T8

Short sales of treasury bills and
treasury bonds 99,853 730,491

33. DEPOSITS FROM CUSTOMERS
HKS’000 2023 2022

TERRTE R AL SRAFR
FEFNK
TER ~ BRI HIERR

PRERD ~ BRIKEHEFERIN - RERMERER

ERTBER -

34. BEITHIERGE
LB TS

Demand deposits and current accounts 26,027,691 32,951,754
Savings deposits 34,680,710 37,658,853
Time, call and notice deposits 145,826,959 127,964,302

206,535,360 198,574,909

Other than time, call and notice deposits, all other customer deposits

carry variable interest rates.

34. CERTIFICATES OF DEPOSIT ISSUED
HKS’000 2023 2022

eI A T MR A RS AT

R ERR

1R2023F 2022 N » NERE KRB RV IAEST R
IEETMEETEREAUA T E2 HHES)

st AIE ©

AEEFIE DB TEREIRRFIESAENN
SRER L LFR 2 BRE{E 9,000,000 73 (2022

£ 560,000,0007E7T) °

At amortised cost with fair value hedge
adjustments (for hedging interest
rate risk) 2,428,028 4,228,983

During 2023 and 2022, the Group did not designate on initial recognition
any certificates of deposit issued at fair value through profit or loss.

The amount that the Group would be contractually required to pay at
maturity to the holders of these certificates of deposit is HK$9 million
higher (2022: HK$60 million higher) than the above carrying amount.
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35. RIGEH
LB TS

35.

SUBORDINATED NOTES

HKS’000 2023 2022

SRR A T LU A RAT AT
S RBERTE :

225,000,0003= 7T 420294 EIEARY
ERBEEY GE(R))

300,000,000 7572203 1 I HARY
EEBEREGE(2))

250,000,00035 7T /42033 EIHARY
ERBEER G [A))

2023 F 2022 » REBRENRVAERR
FEEERBESHAUATESE2EHESA

Bk o

() by K#FH BT MN2019F1 81588172
225,000,000 TE S BB E R BAARAE (&
BRE) FHMRFEEERBENMEAES
ZIHREANI0FETE B RERR (MEK)) (A8
TEBRITE (BER) RADZIER) o WEBHF
72202941 B 15 H EIHA o SR M IEIE H 220245F
18150 - HBTHEHEEEEERED > 85
5% S¥ENME—R - Hit  MEBREEEN
FEERED TR ESEIAERSFERE
EEEES BXNM2558 T - GREEEEER
FESCHLE > AHRTT I EmEEEEIFTA (FEE6
DERS o RFERITINE B — BRI T LR dE
AR EENEEFN BisiaA L UL RIERME
FIZ (MERIBRRERE)) AERFEF S

B
TA °

(2) W RHFEFTR2021FE11 B 28872
300,000,000 E T EEERX BN L KA EER
WHENTHFRE R —RERNI0FHRESBEE
% (MER)) (BRFEB(RITE (BR) BN Z K&
) o ILE BN 203111320 EIHF o B2
BEIEHA20265F11H2H - HETHEHEENE
BEH > FEA3% S¥FNE—X - HE M
BRERTEEMHEEOED > TN EgE:T
7 B RS FHAEEIE E S SR MN19586F o B
BEESERAELIE  KNIRITTAIUEREE
BEDIFTA (FEEED) B o KITIRTTIRE B —EIFE
IRATET M RIS OREBHNEEN Si2ih s
DUERIRR R E T X AR FEF SRR ©

RITERIERARAT 2023FF4R

At amortised cost with fair value hedge

adjustments (for hedging interest rate

risk):
US$225,000,000 Subordinated Fixed

Rate Notes due 2029 (Note (a)) 1,754,856 1,708,812
US$300,000,000 Subordinated Fixed

Rate Notes due 2031 (Note (b)) 2,158,805 2,092,683
US$250,000,000 Subordinated Fixed

Rate Notes due 2033 (Note (c)) 2,002,984 -

5,916,645 3,801,495

During 2023 and 2022, the Group did not designate on initial recognition

any subordinated notes at fair value through profit or loss.

Note:

This represents US$225,000,000 Basel Ill 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 Stock Exchange of
Hong Kong Limited (“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
Secured Overnight Financing Rate (“SOFR”) has been entered into with an
international bank.

This represents US$300,000,000 Basel Ill 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 2
November 2021 (the “Notes”), which are listed on the SEHK. The Notes will
mature on 2 November 2031 with an optional redemption date falling on 2
November 2026. Interest at 3% 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 195 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 SOFR has been entered into with an international bank.



35. ®RERB @)

(|

(A) WHARHFIBPITR2023F118 15887
250,000,000 E T EEERX BN L KA EER
HENTHFRE S ZRERNI0FIRE S BEE
% (&%) CBRFEB(IRITE (BA) RANZ
&R o IEHEEFERHL2033FE11F 158 EIH - 2%
EHEE A 42028115150 - HE{THEHEE
EMERER  £BAT315% @ SXEME—R -
Hig  MEBRTEEHBEREOERD > FE07
EgE;ABRFIIEEEEES S E 2958
F o BEREESERTBAINE - KIIRITAIIN
EEBEBLIFE FEEn) EF o KMiRITIAE
BA—EIRRIRITE] LM R B B S R E B EE R
g A ERIBRMENEAERIZEH S

e
AEFETHERBEEFRINPRZSOELSNS
zEET LA _EFrA 2 BR T {8 = 137,000,000 78 7T (2022

£ 1 5292,000,00057T) °

36. HftiARB KT

LOBIET o5

35. SUBORDINATED NOTES (CONTINUED)

Note: (Continued)

(c)  This represents US$250,000,000 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
November 2023 (the “Notes”), which are listed on the SEHK. The Notes will
mature on 15 November 2033 with an optional redemption date falling on
15 November 2028. Interest at 7.375% 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 295 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 SOFR 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$137 million
higher (2022: HK$292 million higher) than the above carrying amount.

36. OTHERACCOUNTS AND ACCRUALS

KE5
Restated
HKS’000 2023 2022

REREHEE (fEE36 (F))
BRaMaRE (WE36(2))

HESE (HEE29(2))
Hth&ERTER

Insurance contract liabilities (Note 36(a)) 1,367,132 1,068,469
Reinsurance contract liabilities

(Note 36(b)) 173 3,450
Lease liabilities (Note 29(b)) 487,592 539,020
Other liabilities and accruals 7,710,950 7,509,899

9,565,847 9,120,838
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36. HfthERB KRTER (48) 36. OTHERACCOUNTS AND ACCRUALS (CONTINUED)
() RESEHN(EE) &f& (a) Insurance contract (assets)/liabilities
2023 2022
REMEE —REERL RENE: —RESEY
Premium General Premium General
allocation measurement G allocation  measurement At

LOBBF T i8m HKS'000 approach model Total approach model Total
PLIAIRZRBENEE Insurance contracts liabilities as at 1 January 968,399 99,570 1,068,469 1,023818 2,456 1,026,274
RIBIRZRRANEE Insurance contracts assets as at 1 January (3,937) - (3,937) (515) - (515)
PMBIAZFRBALN(ZEE) /8B  Netinsurance contract (assets) liabilities as at

1 January 964,962 99,570 1064532 1023303 2456 1,025,759
LN Insurance revenue (894,336) - (894,336) (817,59) - (817,59)
RERE T Insurance service expenses 647,570 - 647,570 510478 - 510478
ERRREAR 2R Changes that relate to current services - - - - - -
RARET LT ZARIEBE  Contractual service margin recognised for services

provided - (23,997) (23,997) - (11,801) (11,801)
Eafakall b alte e Risk adjustment recognised for the risk expired - (1) (1) - - -
L5EE Experience adjustments - 2,991 2,991 - (28) (28)
FEMREAR HE Changes that relate to future services - - - - - -
ARz a8 Contract nitially recognised - - - - - -

HRNRBERNGES Changes in estimates that adjust the contractual

service margin = = - - 1 1
MRS AR 2% Changes that relate to past services - (80) (80) - (5) (5)
e e Insurance service result (246,766) (21,087) (267,853) (307,118) (11,833) (318,951)
TRIRBRBS RIS (W) /2t Insurance finance (income)/expenses (7,490) 2,379 (5,111) (46,256) 216 (46,040)
LARENGRNESEE Total changes in the consolidated statement of

comprehensive income (254,256) (18,708) (272,964) (353,374) (11,617) (364,991)
Behg Cash flows
BlERE Premium received 1,041,852 125465 1,167,317 818,903 174,794 993,697
BRARERAMSY Claims and other expenses paid (339,500) (1,234) (340,734) (333,548) (405) (333953)
REMERENE Insurance acquisition cash flows (204,569) (57,722) (262,291) (190,322) (65,658) (255,980)
Reneast Total cash flows 497,783 66,509 564,292 295,033 108,731 403,764
RRABZFREAN(EE) /B Netinsurance contract (assets) liabilities as at

31 December 1,208,489 147,371 1,355,860 964,962 99,570 1,064,532
RRA3EZREEHEE Insurance contracts liabilities as at

31 December 1,219,761 147,371 1,367,132 968,899 99,570 1,068,469
R1A3IEZRRANEE(5E31)  Insurance contracts assets as at 31 December

(Note 31) (11,272) - (11,272) (3937) - (3937)
RABZFREAN(EE) /B Netinsurance contract (assets) liabilities as at

31 December 1,208,489 W31 1,355,860 964,962 9510 106453
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36. HfthERB KRTER (48) 36. OTHERACCOUNTS AND ACCRUALS (CONTINUED)

(2) BRaas(B8E) afF (b) Reinsurance contract (assets)/liabilities
2023 2022
REMEE —REEEL RENEL —REsEY
Premium General Premium General
allocation measurement G allocation  measurement At
LOBBF I8 HKS'000 approach model Total approach model Total
RIBIBZERaHEE Reinsurance contracts liabilities as at
1 January 3,450 - 3,450 3,79 - 3,19
RIAIAZBRENEE Reinsurance contracts assets as at 1 January (386,210) (3,506) (389,716) (450,600) - (450,600)
PBIAZFERAN(ZEE) /BB  Netreinsurance contract (assets)liabilities
asat 1 January (382,760) (3506)  (386,266)  (446,804) - (M6804)
BARRENE Allocation of reinsurance premiums 337,823 - 337,823 304,007 - 304,007
BREEZZERE Amount recoverable from reinsurers for
incurred claims (148,851) - (18,85)) (96917) : (96917)
ERRREAR 2R Changes that relate to current services - - - - - -
AR T LT ZA1RIBE  Contractual service margin recognises for services
received - 1,223 1,223 - 566 566
HEBRENERAEED Risk adjustment recognised for the
risk expired - - - - - -
L5 Experience adjustments - (146) (146) - (5) (5)
FEMREAR HE Changes that relate to future services - - - - - -
Rz a8 Contract nitially recognised - - - - - -
HRANRBERNGES Changes in estimates that adjust the
contractual service margin - - - - - -
HR S REETMERNER  Changesinamount recoverable arising from
tBEE changesinliability for incurred claims - 5 5 - - -
BREBOEE WA /S Reinsurance finance (income)/expenses (5,234) (129) (5,353) 21,311 - 21311
BRAFRARENES Effect of changes in non-performance risk of
reinsurers 95 1 96 (12) (40) (52)
RARENRRNEZSEE Total changes in the consolidated statement
of comprehensive income 183,833 964 184,797 228,389 51 228910
Bang Cash flows
BRfIRE Premium paid (406,623) - (406,623) (264,091) (4,027) (268,118
ElEEE Amounts received 88,389 - 88,389 99,746 - 99,746
Rengas Total cash flows (318,234) - (318,234) (164,345) (4,027) (168,372)
R12B31BZBERAL (BE) /& Netreinsurance contract (assets)/liabilities
asat 31 December (517,161) (2,542) (519,703) (382,760) (3,506) (386,266)
RRA3IEZBRENEE Reinsurance contracts liabilities as at
31 December 113 - 1m3 3450 - 3,450
RLRAIEZBRAVEE (15531 Reinsurance contracts assets as at
31 December (Note 31) (517,334) (2,542) (519,876) (386,210) (3,506) (389,716)
RRANBZEBREAN(EE),/  Netreinsurance contract (assets)liabilities
8% s at 31 December (517,161) (2542  (519,703)  (32,760) (3506  (386,266)
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37. EEMIE

EEMBEEREENHEREERGERITE
HIHEVARTIR IR E EM B AR IR A AR RIEIER R
HE MBI AR 7 PIET - HiIEZ 28RN
T

37. DEFERRED INCOME TAX

Deferred income tax assets and liabilities are offset when there is a
legally enforceable right to offset current income tax assets against
currentincome tax liabilities and when the deferred income taxes relate
to the same fiscal authority. The offset amounts are as follows:

LB F o5 HKS$’000 2023 2022
IRIEFRIEE Deferred income tax assets 158,923 266,415
IESETRIEE(E Deferred income tax liabilities (192,629) (59,552)

BEEMIBEE B EREGRER ZARE K
[EWHASZ 2 Fast BEIDATAT ¢

Deferred income tax assets and liabilities analysed based on the
underlying category of temporary differences and the expected date of

recovery and settlement are as follows:

LOBISTFLi5m HKS$°000 2023 2022
IRIERRIEEE - Deferred income tax assets:

—HJELRER B KR ZIEER RS E

EIERIAE(E -
—EERERREEZIETREAERE

IRIEFRIREREABE BT ©

LOBIETFTud)m

- Deferred income tax assets
to be recovered after more than

12 months 304,694 364,712
Deferred income tax liabilities:
- Deferred income tax liabilities
to be settled after more than
12 months (338,400) (157,849)
(33,706) 206,863

The gross movement on the deferred income tax account is as follows:

HKS’000 2023 2022

1818
ARG ARAIRIE (2 1) /Tl (FiEE16)

REMEEREARIE (L) /I

PR EB B A [ClH
fERER

12H31H

RITERIERARAT 2023FF4R

At 1 January
Tax (charged)/credited to the
consolidated income statement

206,863 (21,698)

(Note 16) (49,763) 25,759
Tax (charged)/credited to other

comprehensive income (195,578) 208,639
Tax credited to retained earnings 5,922 -
Exchange difference (1,150) (5,837)
At 31 December (33,706) 206,863




37. IRIEFRIE () 37. DEFERRED INCOME TAX (CONTINUED)

RERIBEERBERAFEE &8 » FEER The movement in deferred income tax assets and liabilities during the
R AEEE T HIE 2 ARUT year, without taking into consideration the offsetting of balances within

the same tax jurisdiction, is as follows:

IRIEFRIA S - Deferred income tax assets:
A
EEREE RES
Impairment  fIERMFSITE ReEHft
allowances  Accelerated KEBf Deferred
and tax MIEHE  Investment expenses At
LOBIETF T lidm HKS’000 provisions  depreciation Tax losses  revaluation and others Total
202%1818 At 1 January 2022 218,592 - 3543 282 53,037 275,454
RIEIRIEAESH  Reclassified from deferred
GaL income tax liabilities - - - (35,747) - (35,747)
PEEWERAEE/  Credited/(charged) to the
(ZH) consolidated income
statement 10,810 - (3,543) - (8,343) (1,076)
REMPEREAEE  Credited to other
comprehensive income - - - 131,912 - 131,912
ERER Exchange difference (4,000) - - (27) (1,804) (5,831)
2022F12831HK At 31 December 2022 and
20231817 1 January 2023 225,402 - - 96,420 42,890 364,712
RIEERIBEARESH  Reclassified from deferred
waL income tax liabilities - 421 - - - 21
PG UEERMEE,/  Credited/(charged) to the
(i) consolidated income
statement (22,270) 200 1,368 - 17,490 (3,212)
REMEENZALIE  Credited to other
comprehensive income - - - (56,593) - (56,593)
ERER Exchange difference (844) - - 416 (212) (640)
2023F12H31H At 31 December 2023 202,288 627 1,368 40,243 60,168 304,694
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37. IRIEFRIE () 37. DEFERRED INCOME TAX (CONTINUED)

REIRIEEE - Deferred income tax liabilities:
e
EERRE
Impairment IFRBINE REMEER
allowances Accelerated  Investment REEM
and & tax properties  Investment =1
LOCBIETF 5w HKS$’000 provisions Provisions depreciation  revaluation  revaluation Total
2022F181H At 1 January 2022 - 11,453 106,877 22,691 156,131 297,152
BHEEFIERIE  Reclassified to deferred income
BE tax assets - - - - (35,747) (35,747)
R EWEERA (Credited)/charged to the
(E) /S consolidated income
statement - (11,453) (16,887) (604) 2,109 (26,835)
REM2EWEAZH Charged to other
comprehensive income - - - - (76,727 (76,727)
ERER Exchange difference - - - - 6 6
2022128318 % At 31 December 2022 and
2023%181A 1 January 2023 - - 89,990 22,087 45,112 157,849
SHHEEEILIRIE  Reclassified to deferred income
BE tax assets - - 421 - 416 843
RirEWmiRA Charged/(credited) to the
S,/ (BlH) consolidated income
statement 34 10,851 217,315 (665) 9,016 46,551
REM2ERERSH  Charged to other
comprehensive income = = - - 138,985 138,985
JNGRFaE vl BTt Credited to retained earnings - - - - (5,922) (5,922)
ERER Exchange difference - - - - 9% 94
2023F12H31H At 31 December 2023 34 10,851 117,732 21,422 188,361 338,400
TREERREMEEWER () O E The deferred income tax (charged)/credited to other comprehensive
FEFRIE : income during the year is as follows:
LB T8 HKS’000 2023 2022
PR 2 AT EEE Fair value reserves in shareholders’
equity:
—URHEFEEHEFF ARLMEEEEGEDN - financial assets at fair value through
ETMEE other comprehensive income (195,578) 208,639
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38. HABFERIKIE
() Bk

R12B31REREANAREEEERER RE
ANEEBEZEAEENT !

LCBBET 7T 5T

38. CONTINGENT LIABILITIES AND COMMITMENTS

(a) Capital commitments

Capital expenditure in respect of projects and acquisition of fixed assets
as at 31 December but not yet incurred is as follows:

HKS’000 2023 2022

EREOERRERERZFHX

(2) F&a%iE

FEBEESBRRIINEERETFERZERIA
BUEENEEERBINESEENT -

Expenditure contracted but not

provided for 50,729 71,857

(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:

=F k]

Contract amount
LOEEF o (75T HKS’000 2023 2022
BIREERER Direct credit substitutes 1,572,787 2,135,043
B SRRz SATER Transaction-related contingencies 356,134 495,616
B8 S ER 2 3R Trade-related contingencies 393,322 247,910

A EFHEUEM A BIR B 2 A iR Commitments that are unconditionally

cancellable without prior notice 62,066,805 66,596,620
HAthEE Other commitments 4,383,439 4,814,077
EHREHER Forward forward deposits placed - 317,824
68,772,487 74,607,090

EERRINESEE

Credit risk weighted amount

LOBIETn 2 HKS$’000 2023 2022
HABBRAEE Contingent liabilities and commitments 2,119,544 2,657,818

S B AR NE BT IR BRI 2 () IRA)FR
5o

The credit risk weighted amount is calculated in accordance with the
Banking (Capital) Rules.
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38. ENFARERIKIE (1)

(R) EfFEIRZEE

38. CONTINGENT LIABILITIES AND COMMITMENTS

(CONTINUED)

(c) Assetspledged

LOBEF i HK$°000 2023 2022
BRI ERZRREEKR Trading assets and financial
TR EFEEER investments pledged to
secure liabilities 2,473,697 3,185,206
—Hrp | 2 OE R - of which: under repurchase
agreements 2,373,752 2,453,089
BEFRzEETEE Amount of liabilities secured 2,397,069 2,678,069
—HrA [ 1ZEIEGE - of which: under repurchase
agreements 2,297,216 1,946,069

LRI ER R ANEEMRORITFEEE
RZEE - ZFERFZHRERREBIERRZS
(BIE ORI E E LURE N A T B B
B2 SN2 IRRREETT -

(T) EEREAIE

MAERZRABRHEA » A EUHY EEE
HEMRARRER REAE AT T ¢

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 collateralised

transactions including repurchase agreements, and include assets

pledged to cover short positions and to facilitate settlement processes

with clearing houses.

(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:

LGB T Tl d)m HK$’000 2023 2022
1FEMUA Within 1 year 12,655 13,375
1526 Between 1 and 2 years 8,152 7,286
2E3F Between 2 and 3 years 1,944 4,700
3E4F Between 3 and 4 years 833 -

23,584 25,361

o » REEERETEA 0 BiR20235F 5202245
RAHETATMARBGBZEE - HZEHE
M 2 A E I FRAEEE S 5124 10,259,00058 7T
(20224 : 16,596,000 7T) ©

RITERIERARAT 2023FF4R

In addition, the Group has, as a lessee, entered into a number of leases
as at 31 December 2023 and 2022 that have not yet commenced. The
aggregate lease payments payable under these leases amount to

HK$10,259,000 (2022: HK$16,596,000).



39, g4

ik BEITREERA

39. SHARE CAPITAL

Ordinary shares, issued and fully paid:

FHER (D 12E FHER (7128
HEIZRE SHEIZ AR
Number of Shares held
BR8  sharesheld for for Share
Numberof  Share Award gz Award e
shares Scheme  Share capital Scheme Total
202F1818 K At 1 January 2022 and
20224128318 31 December 2022 319,575,100 - 4,248,559 - 4,248 559
RMBEERMIZEETE]  Shares purchased for share
award scheme - (1,224,400) - (23,797) (23,797)
RINEBIERNIEEE  Vesting of shares for share
award scheme - 74,760 - 1,453 1,453
2023%12831R At 31 December 2023 319,575,100 (1,149,640) 4,248,559 (22,344) 4,226,215
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40. f#E 40. RESERVES

nEEfE  REER MRAAER  RERA
ik fikf 2 it (&)
Premises  Investment ERHE BAHE —fRf#E  Share-based Retained
Revaluation  Revaluation Exchange Capital General Compensation  Earnings a5
BT AT HKS'000 Reserve Reserve Reserve Reserve Reserve Reserve (Note) Total
2023F181H fZA1  At1January 2023, as previously
24 reported 608,287 55,738 (367,591) 6318 484,289 3,006 24,480,867 25,271,814
BETEAMTREEE  Impacton transition to HKFRS 17
SRNTE - - - - - - 80,489 80,489
NBE1R1ALRR Balance at 1 January 2023 608,287 55,738 (367,501 6318 484,289 3,906 24,561,356 25,352,303

T30 B Reclassification of net change n
Aﬁ BFZEHEHHA  fairvalue of equity instruments
Hin2EWRERE  atfairvalue through other
TEZATEESSE comprehensive income upon
derecognition - 87,395 - - - - (87,395) -
WATEEEEEHA  Netchangein fairvalue of debt
ﬁﬂ%@ QEE’\JE%IQ instruments at fair value through
other comprehensive income - 221,823 - - - - - 221,823
RiHELE mﬂﬁiﬂi Share of other comprehensive
BERATZEMRAME  incomeof an associate
accounted for using the equity
method = 185,125 = = = = - 185,125
SUAT{EREEEEE A Net changein fair value of equity
Aﬁﬂ%@u%ﬁ B&EE  instruments atfair value through

TEZATEZHFE  othercomprehensive income - 1,711,618 - - - - - 1,711,618
RESEREZHZEL  Deferredincometaxon
i movements in investment
revaluation reserve - (165,498) - - - - - (165,498)

VAT EREREEE A Net changein allowance for
Aﬁﬂ%@u%ﬁ IEBIE  expected creditlosses of debt
JEHEEHEEESS  instrumentsatfairvalue through

g other comprehensive income - 24,996 - - - - - 24,996
BEREBIMERIMTE  Reservesarising from distribution

TR payment of additional equity

instruments = = = - - - 9,221 9,221

BERMERIEREY  Exchange differences arising

EREE ontranslation of the financial

statements of foreign entities - - (116,174) - - - - (116,174)
BUIRRES (TLURMEARH  Provision for equity-settled share-

B B based compensation - - - - - 13,099 (80) 13,019
EERT Profit for the year - - - - - - 1592005 1,592,095
WRFERHKRE 2022 final dividend - - - - - - (258532)  (258,532)
WBFHEHRE 2023 interim dividend - - - - - - (114,659) (114,659
2023E126318 At31 December 2023 608287 2,121,197  (483,765) 6318 484289 17005  25702,012 28,455,343
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40. (#fE (&)

40. RESERVES (CONTINUED)

#ZE12831HILFE
Year ended 31 December
LOBISTF LT HKS°000 2023 2022
BEMMRERN N ZERRERE, Proposed final dividend/final dividend
BIRREAR B (fI5E17) paid included in retained earnings
(Note 17) 522,218 258,532
3 Note:

RNRTAEBEMRCTEUGERBLERGER
MBREERPIRUIN Z RIDAERE - HITHEER
1 (Bt RoRPIR R IRIT R AMIRTT (PED RN EE
BIRTERORNUBREESBNZAMEERE - %
EERBARAIRE FREZFHEDHE  SEREE
REEBTEREITHN  WEEIN R REENE -

1220235128 31H » AHIRTTE5E 616,530,000 7T
(20224 : 438,466,0007870) 2 & REIF AR S HEITIKHE
Hiza—REE  FEBNELGSRERAPIEE -

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
BCM and 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 31 December 2023, DSB has earmarked a regulatory reserve of
HK$616,530,000 (2022: HK$438,466,000) first against its consolidated general
reserve; and for any excess amount, the balance is earmarked against its
consolidated retained earnings.
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40. & (&) 40. RESERVES (CONTINUED)

nEEE  REER MRGAER  RERA
1 i EStEipA o (&)
Premises Investment — EREE  EX&EE  —REE  Sharebased Retained
Revaluation  Revaluation Exchange Capital General Compensation Eamings =)
WEET T HKS'000 Reserve Reserve Reserve Reserve Reserve Reserve (Note) Total
02F1818 MZE AtlJanuary 2022, as previously
2R reported 608,287 1,429,486 167,264 6,318 434,289 3507 23244672 25943823
BETEEUHEREED  Impacton transition to HKFRS 17
BTSN E - - - - - - 27,484 27484
WRFIE1RER At 1January 2022 608,287 1429486 167,64 6,318 484,289 3507 232715 25,971,307

PR IERESIRS > B3 Reclassification of net change in
NTEFEEEEHA  fairvalue of equity instruments
E2EWENERE  atfairvalue through other
TEZATEZEFHE  comprehensiveincome upon
derecognition - (392,898) - - - - 392,898 -
WATEFEEEEH A Netchangein fair value of debt
Et2ERAEDERTEZ  instruments at fair value through
NEEEE other comprehensive income - (620,672) - - - - - (620,672)
PRSI EEARIEN)  Share of other comprehensive
BENFZEMRENE  income of an associate
accounted for using the equity
method - (168,104) - - - - - (168,104)
MATEFEEEEEA  Netchangein fair value of equity
EtRERRNERE  instruments at fair value through

TEZATELSFE other comprehensive income - (374,203) - - - - . (374,203)
RESEREZHZEL  Deferredincometaxon
e movements in investment
revaluation reserve - 176,858 - - - - - 176,858

MATEFEEEESE A Netchangein allowance for
HMPEWERERTIEZ  expected creditlosses of debt
BEEESEEEEESE  instruments at fair value through

other comprehensive income - 5211 - - - - - 5271
BEREEMERIETR  Reserves arising from distribution
TR R payment of additional equity
instruments - - - - - - 10,674 10,674
BEEINERYHRRN  Exchange differences arising
EREE ontranslation of the financial
statements of foreign entities - - (534,855) - - - - (534,855)

DR (TLURMEARH  Provision for equity-settled share-
G BEREMEE  based compensation and other

adjustment - - - - - 399 - 399
FERT Profit for the year - - - - - - 124318 1204378
QNFRBRE 2021 final dividend - - - - - - (233290)  (233,290)
2002FHERE 2022 interim dividend - - - - - - (105460)  (105460)
2022128317 At 31 December 2022 608,287 55,738 (367,591) 6,318 484,289 3906 24561356 25,352,303
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41. RERERELERMEE

() MFETFREREEEEZ WmKEE

41. NOTES TO THE CONSOLIDATED STATEMENT OF CASH

FLOWS

(a) Reconciliation of operating profit before gains and

A 2 B B EB (FRA) . TRA losses on certain investments and fixed assets to net
IREPEEHRR cash (used in)/from operating activities
K|
Restated
LB 7o HKS’000 2023 2022
MFETREREEEEZ W kE8AIZ Operating profit before gains and losses
SR on certain investments and fixed assets 2,261,939 3,078,414
ERIISTON Net interest income (4,950,897)  (4,431,408)
rstes Dividend income (182,784) (143,550)
EERMBEEE Credit impairment losses 731,509 803,854
e Depreciation 357,198 388,735
ERNRERFEZITE Depreciation as reported in insurance
service result 2,124 2,128
BBREIE 2 BRI P58 Advances written off net of recoveries (1,284,633) (511,989)
DB S A ARRAR Ve R B TR 2R = 1558 Provision for equity-settled share-based
compensation 53 239
BUFE Interest received 11,282,592 6,371,669
[SERESS Interest paid (5,389,850)  (1,590,327)
BEWEE Dividend received 182,784 143,550
BEEEKRSEEERI 2 SEREN Operating profit before changes in
operating assets and liabilities 3,010,035 4,111,315
EEEERGEZEE Changes in operating assets and liabilities:
— BERERTNER KRR BE83EA - cash and balances with banks and
BRI RERER money at call and short notice
with an original maturity beyond
three months 449,095 324,514
S HA R #EE3ME A 2 TEIRTTRITERR - placements with banks with an
original maturity beyond
three months 3,973,049 (3,424,492)
— FHER Z FGES - trading securities 458,177 1,648,281
—TEEmIT A - derivative financial instruments 616,869 (3,693,112)
— URTEst8 BHEFH A BaNEREE - financial assets at fair value through
profit or loss (1,058,642) (12,802)
— B5ER - trade bills 1,606,671 586,862
— ZRRERKREBR - loans and advances to customers (6,519,241) 7,783,104
— HhEWERE - other accounts receivable (831,441) 1,784,732
— L/( ANHESTE B HEH S AR EIE - financial assets at fair value through
THMEE other comprehensive income (820,289) 1,751,308
— DUBERR A BRI S RIS B - financial assets at amortised cost (6,344,017) (8,485,128)
— RITER - deposits from banks (1,627,449) 2,409,296
— BIERZRENaR - trading liabilities (630,638) (781,436)
— BRER - deposits from customers 7,960,451 3,653,196
— BT AGEE - certificates of deposit issued (1,796,485) (2,336,292)
— HAtENIRE KB - other accounts payable and accruals (77,248) 440,300
ER R Exchange adjustments (44,412) 267,438
RS () RARRS Cash (absorbed by)/generated from
operating activities (1,675,515) 6,027,084
A BEEITHENEZFR Interest paid on certificates of deposit
issued (176,733) (65,885)
BREENER Hong Kong profits tax paid (225,674) (255,486)
BT E At KR PIFRER Mainland China and Macau tax paid (20,985) (22,550)
SRR (FRR) / RAIRE 35 Net cash (used in)/from operating
activities (2,098,907) 5683163
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41. RERTRELHERET (@)

(2) EREMEGERA > RERFEARE
HEBEEBEERSEIEAZTUATE
HAZ FIGGER - REBEZ(CEERR
GEABERESHEREREHEZE

41. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (CONTINUED)

(b) For the purposes of the cash flow statement, cash and
cash equivalents comprise the following balances
with maturity of three months or less from the date
of acquisition, deposits that are readily convertible

E to known amount of cash and which are subject to an
insignificant risk of changes in value.
LGB Tt HKS$’000 2023 2022
RS R ERITHVAERR Cash and balances with banks 2,507,362 2,818,811

[REEAB 3 @R S N B e AERR

REHAB 3 BRI N Z A SRITAVER

BEERFER S BRIESN 2 BERE

BREEUATEFEBEEHF AEMEE W
NEMBEEZ BEERE

8B EREFN R RIRITHIAEER397,080,00078 7T
(20224F : 378,787,000 7T) K R {EIRIFIRIG TS
R 5 = /5 $R1THI458R 183,119,000 7T
(20224 : 90,000,0007%87t) EAX MRS R ERIIRE
BB BRIB TR B B E RS RIERITAVAEER
BRIER

RITERIERARAT 2023FF4R

Money at call and short notice with an
original maturity within three months = 13,001,115 14,006,476
Placements with banks with an original

maturity within three months 1,528,948 3,615,474
Treasury bills included in trading
securities 1,725,135 89,278

Treasury bills included in financial
assets at fair value through other
comprehensive income 1,489,951 897,617

20,252,511 21,427,656

Included in cash and balances with banks, HK$397,080,000 (2022:
HK$378,787,000) and HK$183,119,000 (2022: HK$90,000,000) were
balances with central banks for prudential purposes and with third
party bank for pledging for insurance business respectively and have
been excluded from cash and cash equivalents.
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41. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS (CONTINUED)

(c) Reconciliation of liabilities arising from financing
activities

The table below details changes in the Group’s liabilities from financing
activities, including both cash and non-cash changes. Liabilities arising
from financing activities are liabilities for which cash flows were, or
future cash flows will be, classified in the consolidated statement of
cash flows as cash flows from financing activities.

REREEE
2afEEE
Total
HE&E BEGES FEFIE  liabilities from
Lease  Subordinated Interest financing
LOBEET o5 HK$’000 liabilities notes payable activities
12022F181H At 1 January 2022 620,335 4,128 446 51,945 4,800,726
MERERZES Changes from financing cash flows:
IHBETREREK Interest paid on subordinated notes and
BB ZHE debt securities issued - - (164,342) (164,342)
EBEHESE Repayment of lease liabilities (157,973) - - (157,973)
RIERE R EE)EEE Total changes from financing cash flows (157,973) - (164,342) (322,315)
Hits) . Other changes:
BETRERER Interest accrued on subordinated notes and
EREH RS debt securities issued - - 164,346 164,346
MEHEESR Additions to lease liabilities 73,626 - - 73,626
AEAGEZHESE Interest expense on lease liabilities 8,344 - - 8,344
ERER Exchange difference (5,312) 315 - (4,997)
NTHER AR Fair value hedge adjustment - (327,266) - (327,266)
EfhEeaE Total other changes 76,658 (326,951) 164,346 (85,947)
1220225128311 At 31 December 2022 539,020 3,801,495 51,949 4,392,464
ERER Exchange difference (844) - - (844)
$2023%1518 At 1 January 2023 538,176 3,801,495 51,949 4,391,620
RERER 88 Changes from financing cash flows:
INESETRERBR Interest paid on subordinated notes and
EFES AR debt securities issued - - (309,761) (309,761)
BITRERS Issue of subordinated notes - 1,939,796 - 1,939,796
BERESE Repayment of lease liabilities (158,076) - - (158,076)
RERE T2 S8R Total changes from financing cash flows (158,076) 1,939,796 (309,761) 1,471,959
Hit&s) Other changes:
BETREEBR Interest accrued on subordinated notes
(EliEeeard i arills) and debt securities issued - - 328,257 328,257
mEREaE Additions to lease liabilities 100,101 = = 100,101
BESRZAIESH Interest expense on lease liabilities 7,557 - - 1,557
ERER Exchange difference (166) 7,376 = 7,210
NEH R Fair value hedge adjustment - 167,978 - 167,978
Hithgshiags Total other changes 107,492 175,354 328,257 611,103
#2023%128318 At 31 December 2023 487,592 5,916,645 70,445 6,474,682
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42, ERFEE

RIEEBATEG (£6226%) E1TH (HEESE
FMRER) > BEERTEERHE20235F 52022
F12A31AIEEEZFERE T2 -

LOBBET T3

42. LOANS TO DIRECTORS

Particulars of loans to directors disclosed pursuant to section 17 of the
Hong Kong Companies Ordinance (Cap.622G) (Disclosure of Information
about Benefits of Directors) for the year ended 31 December 2023 and
2022 are shown as below.

HKS’000 2023 2022

R12B31HZ AR SR EEBER

— BB

122023F 202245 Fat 2 Fie B RAZZ 5 B — R
BATE:] ) WEARATERL] ©

43. AREALZRS

EREALAZIALAENERNEERESNS
—7 > AR E—HAEFHM B REERR S ET
EEAFES - WEEMFARALZEIHRFES
FHFREAFER > REALTRRREFAEA
4+

112023F [220224F » AEERNIEBEHBHZHEE
R A TETIRITEBRR S o ARRBILIERIT
BEXTRRETEERCREMBERRE > BH%E
MTFIE () R RERRHERRE Y X5 ET
B 2EEERBEGHAMREREEE 2
B RAZPHEEREIXZHIREARER 2
ERER - BRthE - —RMEEGERRIEG 5 %
NEEESERFEARNCIRREREN T o

RITERIERARAT 2023FF4R

Aggregate amount of relevant
transactions outstanding at
31 December
- Loans and advances 43 149

Maximum aggregate amount of relevant
transactions during the year
- Loans and advances 214 280

The above relevant transactions in 2023 and 2022 were all transacted
by a subsidiary and nil by the Company.

43. RELATED-PARTY TRANSACTIONS

Related parties are those parties, which have the ability, directly or
indirectly, to control the other party or exercise significant influence
over the other party in making financial and operating decisions.
Parties are also considered to be related if they are subject to common
control or common significant influence.

During 2023 and 2022, a number of banking continuing connected
transactions were entered into with related parties in the normal course
of business of the Group. These, as described in Note (a) below and
being continuing connected transactions, had been reviewed by the
Company’s independent non-executive directors in their review of the
consolidated financial statements of the Group. Based on their review
and enquiry with management, the Company’s independent non-
executive directors were satisfied that all of the continuing connected
transactions were conducted in the ordinary and usual course of
business of the Group, on normal commercial terms, and in accordance
with relevant agreements on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a whole.



43. AREALZRS ()
RAMEALTZ BARZHBOT |

() BfBEARNRS

FRBRRAERE2ETIHAE2ENBARNERN
HIFREMBADKMRITEEMERE (i
TRHRITER ) B 2 REBRER S (EERE
AR FZES TR (T EHRAIFE14A315)
WEIREE TN ZWARSH - 2EXZ 2 R1E
RBEH SRR L TR 14A.535 F 14A.54
B BARKEEZFELR - ARBEBT L

TR I4AERIRERE

43. RELATED-PARTY TRANSACTIONS (CONTINUED)

Details of the significant related party transactions are as follows:

(a) Transactions with subsidiaries

The Company and its wholly-owned/substantially-owned subsidiaries
within the Group received and incurred the following 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 subsidiaries which are members of the Dah Sing Banking Group
(collectively the “DSBG Group”) during the year. 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 Company has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules.

BE/ %

Btk

HRAIE14AE

BT Excluded/
RAIFE14AE exempted

Subject to from
Chapter Chapter
14A of the 14A of the
20235 2023 Listing Listing
LB T8 HKS’000 Rules Rules
BEUH S GE(i) Interest received (Note (i) FER N/A 21,391
ERTFES (i) Bank charges paid (Note (i) TEREN/A (1,705)
B REAAEEIRE REZ (i) Rentals and related building management fee
and charges paid (Note (ii)) FEFE N/A (2,484)
Bl E RBAEEIRE MBI (i) Rentals and related building management fee
and charges received (Note (iii)) FEH N/A 3,264
BATEIEE (5(iv) Management fees paid (Note (iv)) TR NJA (12,131)
BARBESRENE (GE(v) Insurance commission and referral fees paid
(Note (v)) (29,012) FERN/A
BURIRRE (3 (vi) Insurance premiums received (Note (vi)) 25,681 FER N/A
R/ $H%
Bt
RSB 14AE
Bt Excluded/
HEE14AE exempted
Subject to from
Chapter Chapter
14A of the 14A of the
20224 2022 Listing Listing
LOBIET (08T HK$’000 Rules Rules
B UF 8 (5 (i) Interest received (Note (i) R N/A 5,140
EIRTFES (i) Bank charges paid (Note (i) TR N/A (1,318)
BAUREMMEBAEEEE RS (1) Rentals and related building management fee
and charges paid (Note (ii)) TR N/A (3,060)
Bl S RAEEAEEEE KX (5i(i) Rentals and related building management fee
and charges received (Note (iii)) TR N/A 3,463
ENEEE Management fees paid (13,228) R N/A
ENRBASRENE Insurance commission and referral fees paid (24,587) TR N/A
BEURERE (3E(vi) Insurance premiums received (Note (vi)) 9,162 T N/A
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RITERIERARAT 2023FF4R

43,
(a)

Note:

RELATED-PARTY TRANSACTIONS (CONTINUED)

Transactions with subsidiaries (Continued)

Banking arrangements provided by the DSBG Group for companies within
the DSFH Group

The DSBG Group provide standard banking services to members of the
Company and fellow subsidiaries not being subsidiaries of the DSBG
Group (collectively the “DSFH Group”) including cheque clearing, autopay,
cheque and deposit bank accounts, credit card merchant facilities, co-
branded credit cards and investment dealing.

The banking services in respect of cheque clearing, autopay, cheque and
deposit accounts are provided to the DSFH Group in the same way as they
are provided to other customers of DSBG Group under standard account
opening and other forms. The credit card merchant facilities and co-
brand credit card arrangements are provided under normal commercial
contracts and are at market standard. The standard market practice for
credit card merchant facilities is not to provide for a fixed term, but allow
for termination at the option of the bank by giving written notice. The
co-brand credit card arrangements between DSBG Group and the DSFH
Group can be terminated after the first two years by either party giving
not less than six months’ notice in writing. All such banking services, by
their nature, are not normally provided for a fixed term. Accordingly, the
banking arrangement between DSBG Group and the DSFH Group are not
for a fixed term.

The banking services provided by DSBG’s banking subsidiaries to the
companies within the DSFH Group are banking services and arrangements
normally provided by DSBG Group to its other customers and are
conducted on normal commercial terms. The provision of such banking
services by DSBG Group to the DSFH Group enables DSBG Group to earn
reasonable income consistent with the nature and types of the banking
services.

The banking subsidiaries of DSBG Group provide commercial banking
services and products to their customers in the ordinary and usual course
of their businesses. Such services and products include the taking of
deposits (including fixed and floating term deposits and deposits at call).
Customers who place deposits with the banking subsidiaries of DSBG
Group include members of the DSFH Group. For purposes of the Listing
Rules, the placing of deposits provided by members of the DSFH Group
constitute continuing connected transactions within the meaning of
Chapter 14A of the Listing Rules.

The Directors confirm that the deposits placed by members of the DSFH
Group at the banking subsidiaries of DSBG Group are at market rates and
on normal commercial terms that are comparable or no more favourable
than those offered to independent third parties and that no security over
the assets of DSBG Group is granted in respect of such financial assistance.
On that basis, such continuing connected transactions are exempted from
complying with the reporting, disclosure and independent shareholders’
approval requirements pursuant to Rule 14A.90 of the Listing Rules. Other
banking services are fall to be de minimis transaction under Rule 14A.76
and is exempted from the reporting and announcement requirement
under Chapter 14A of the Listing Rules.
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43.

(a)

RELATED-PARTY TRANSACTIONS (CONTINUED)

Transactions with subsidiaries (Continued)

Note: (Continued)

(ii)

(iii)

(iv)

Lease of properties between DSl and MIC and DSB and BCM

DSB and BCM have leased certain of their owned properties to members of
the DSFH Group, namely, Dah Sing Insurance Company Limited (“DSI”) and
Macau Insurance Company Limited (“MIC”) as their office premises. DSB
and BCM received from DSI and MIC the lease rentals, and air-conditioning
charges, building management charges and other utilities charges based
on the actual amount of costs incurred. The lease is fall to be de minimis
transaction under Rule 14A.76 and is exempted from the reporting and
announcement requirement under Chapter 14A of the Listing Rules.

Lease of property by DSB from HS

A lease back agreement has been entered into by DSB with High Standard
Investment Limited (“HS”). Pursuant to which, DSB paid to HS the lease
rentals, and air-conditioning charges, building management charges and
other utilities charges based on the actual amount of costs incurred.

With the implementation of HKFRS 16, when the Group enter into a lease
transaction as a lessee with its fellow subsidiaries and recognise the right-
of-use asset, the lease transaction is regarded as an one-off connected
transaction (i.e. an acquisition of capital assets) under the definition of
transaction set out in Rule 14.04(1)(a). The lease is fall to be de minimis
transaction under Rule 14A.76 and is exempted from the reporting and
announcement requirement under Chapter 14A of the Listing Rules.

Computer and Administrative Services Agreement with DSB and BCM

A computer and administrative services agreement has been entered into
by DSB with the Company. Pursuant to which, DSB has agreed to provide
members of the DSFH Group with certain computer and administrative
services. These services principally consist of the following (collectively,
the “Services”):

. computer services including data processing, printing and
enveloping, system development, technical support, disaster
recovery and contract management;

. administrative, company secretarial, internal audit, compliance,
operational, risk management, investment custodian and treasury
operations; and

. secondment of, and provision of services by, staff to the DSFH
Group.

With the stronger pool of resources and functional expertise of DSB which
historically has been operating to provide administrative and computer
services to other companies within the DSFH Group on a cost-recovery
basis, the provision of the Services to the DSFH Group at a fee enables
DSBG Group to continue to expand its scale and operational capabilities
while costs incurred by DSBG Group in providing the Services are
recovered from the DSFH Group. On that basis, such continuing connected
transactions are exempted from complying with the reporting, disclosure
and independent shareholders’ approval requirements pursuant to
Rule 14A.98 of the Listing Rules. Computer and administrative services
are exempted from the reporting and announcement requirement under
Chapter 14A of the Listing Rules.
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43. RELATED-PARTY TRANSACTIONS (CONTINUED)

(a)

Note: (Continued)

(v)

Transactions with subsidiaries (Continued)

Distribution and Agency Agreements and other business referral services

(a)

Distribution and Agency Agreements with DSB and BCM

On 31 December 2019,

(i)

(i)

DSl entered into the distribution agreement and underlying
agency agreement with DSB for the marketing and
distribution of general insurance products through the
branch network of DSB for a fixed term of three years with
effect from 1 January 2020 and ending on 31 December 2022;

Dah Sing Insurance Agency Limited (“DSIA”) entered into the
distribution agreement and underlying agency agreements
with DSB for the marketing and distribution of general
insurance products through the branch network of DSB for a
fixed term of three years with effect from 1 January 2020 and
ending on 31 December 2022; and

MIC entered into the distribution agreement and underlying
agency agreement with BCM for the marketing and
distribution of general insurance products through BCM’s
branch network for a fixed term of three years with effect
from 1 January 2020 and ending on 31 December 2022.

To continue the distribution and agency arrangement between

members of the DSBG Group with members of DSFH Group, on 30
December 2022,

(i)

(iii)

DSI entered into the new distribution agreement and
underlying agency agreement with DSB for the marketing
and distribution of general insurance products through the
branch network of DSB for a fixed term of three years with
effect from 1 January 2023 and ending on 31 December 2025;

DSIA entered into the new distribution agreement and
underlying agency agreement with DSB for the marketing
and distribution of general insurance products through the
branch network of DSB for a fixed term of three years with
effect from 1 January 2023 and ending on 31 December 2025;
and

MIC entered into the new distribution agreement and
underlying agency agreement with BCM for the marketing
and distribution of general insurance products through
branch network of BCM for a fixed term of three years with
effect from 1 January 2023 and ending on 31 December 2025.
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43. RELATED-PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(a)

Distribution and Agency Agreements with DSB and BCM (Continued)

Pursuant to the new distribution agreement entered into by DSI
with DSB (the “New DSI Distribution Agreement”), DSB will market
and distribute such general insurance products as agreed between
the parties from time to time for the DSFH Group through its branch
and other distribution networks.

Pursuant to the New DSI Distribution Agreement, DSB entered into a
new agency agreement with DSI (the “New DSI Agency Agreement”)
in respect of the sale of certain general insurance products in return
for commission payments, as agreed between the parties from time
to time. Under the terms of the New DSI Agency Agreement, the
commission payable by DSI to DSB shall, initially, be between 20%
and 55% (depending on the product type) of each year’s premium
received in respect of a new or renewal policy, but which may vary
between the parties from time to time.

Pursuant to the new distribution agreement entered into by DSIA
with DSB (the “New DSIA Distribution Agreement”), DSB markets
and distributes such general insurance products as agreed
between the parties from time to time through its branch and other
distribution networks.

Pursuant to the New DSIA Distribution Agreements, DSB entered
into a new agency agreement with DSIA (the “New DSIA Agency
Agreements”) in respect of the sale of certain general insurance
products in return for commission payments, as agreed between
the parties from time to time. Under the terms of the New DSIA
Agency Agreement, the commission payable by DSIA to DSB shall
be 50% of the commission earned by DSIA or at such rate as agreed
by both parties from time to time.

Pursuant to the new distribution agreement entered into by MIC
with BCM (the “New MIC Distribution Agreement”), BCM markets
and distributes such general insurance products of MIC as agreed
between the parties from time to time through its branch and other
distribution networks.
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43. RELATED-PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(a)

Distribution and Agency Agreements with DSB and BCM (Continued)

Pursuant to the new MIC Distribution Agreement, BCM entered
into a new agency agreement with MIC (the “New MIC Agency
Agreement”) in respect of the sale of certain general insurance
products in return for commission payments, as agreed between
the parties from time to time. Under the terms of the New MIC
Agency Agreement, the commission payable by MIC to BCM in
respect of general insurance products shall, initially, be between
10% and 50% (depending on the product type) of each year’s
premium received in respect of new or renewal policies, but which
may vary between the parties from time to time.

In respect of each of the New DSI, DSIA and MIC Distribution
Agreements (collectively the “New Distribution Agreements”), DSI
and DSIA shall each reimburse or pay on behalf of DSB and MIC
shall reimburse or pay on behalf of BCM, agreed expenses including
the registration fees for licences for the bank staff to sell insurance,
sales incentives, marketing expenses and other costs and expenses
related to the performance of the New Distribution Agreements.

Each of the New Distribution Agreements is on a mutually non-
exclusive basis and will be for a three-year fixed term with effect
from 1 January 2023 and ending on 31 December 2025. Each of the
new DSI, DSIA and MIC Agency Agreements (collectively the “New
Agency Agreements”) is on a mutually non-exclusive basis for a
three-year fixed term with effect from 1 January 2023 and ending
on 31 December 2025, save that the provisions relating to the
payment of outstanding renewal premiums shall remain in force
until payment is received in full.

The New Distribution Agreements and the New Agency Agreements
described above, including the commission rates set out in the
various sets of such Agreements, are consistent with normal
arrangements between banks or other insurance agents and
insurance companies in the Hong Kong and Macau markets, and
will provide DSBG Group with insurance products and services to
be offered to the customers of the banking subsidiaries of DSBG
Group. The distribution of different types of insurance products
through the respective bank branches and other distribution
networks of DSB and BCM in return for a commission income to be
paid by the DSFH Group will also produce fee income which will be
of benefit to the Group.
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43. RELATED-PARTY TRANSACTIONS (CONTINUED)

(a) Transactions with subsidiaries (Continued)

Note: (Continued)

(v) Distribution and Agency Agreements and other business referral services
(Continued)

(b)

Business referral services

On 31 December 2019, DSBG entered into a cooperation agreement
with the Company. The cooperation agreement will be on a
mutually non-exclusive basis and for a fixed term of three-year
with effect from 1 January 2020 and ending on 31 December 2022.
On 30 December 2022, DSBG entered into a new cooperation
agreement with the Company (the “New Business Referral Services
Agreement”), for a fixed term of three years with effect from 1
January 2023 and ending on 31 December 2025. Pursuant to the
New Business Referral Services Agreement, DSBG shall provide
and shall procure members of the Group to, either directly or via
their sole agents (if any), provide members of the DSFH Group
with business referral and insurance brokerage services in
relation to obtaining applications for general insurance policies
to be underwritten by members of the DSFH Group. There is no
commitment on any member of DSBG Group to refer to member(s)
of DSFH Group such transactions of any minimum or maximum
number and/or amount. Where concluded between the relevant
parties, the terms and conditions for the provision of such business
referral services shall be, if required, reduced into individual written
agreement(s). Payment under the New Business Referral Services
Agreement or the individual written agreements made thereunder
shall be made by cheque(s) or other payment means in arrears.

Pursuant to the cooperation agreement, the fee income actually
received shall either on normal commercial terms or, if there are
not sufficient comparable transactions to judge whether they are
normal commercial terms, on terms no less favourable to relevant
member(s) of DSBG Group than terms available from independent
third parties. The fee income is payable by cheque(s) monthly in
arrears.
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43.

(a)

RELATED-PARTY TRANSACTIONS (CONTINUED)

Transactions with subsidiaries (Continued)

Note: (Continued)

(vi)

Insurance services provided by DSI and MIC

On 31 December 2019, DSBG entered into a cooperation agreement (the
“Cooperation Agreement”) with the Company for a fixed term of three
years with effect from 1 January 2020 and ended on 31 December 2022
(both days inclusive). On 30 December 2022, DSBG and the Company
entered into a new cooperation agreement (the “ New Cooperation
Agreement”) for a fixed term of three years with effect from 1 January 2023
and ended on 31 December 2025 (both days inclusive).

The general insurance policies underwritten by DSI and MIC are in the
name, and for the benefit, of members of DSBG Group and their respective
customers.

DSl underwrites general insurance policies in the name, and for the
benefit, of DSB and other members of DSBG Group and their respective
customers including policies covering vehicle, property all risks, public
liability, money, electronic equipment, medical, employees’ compensation
and group/personal accident. Certain policies are subject to renewal
annually.

MIC underwrites general insurance policies in the name, and for the
benefit, of BCM and its customers including policies covering medical,
personal accident, employees’ compensation, vehicle, properties, civil
liability and money. Certain policies are subject to renewal annually.

The premiums payable under such insurance policies are payable in
arrears on a monthly, yearly or other basis, depending on the type of
insurance policy.

The insurance policies are procured by DSBG Group to enable certain of
the DSBG’s subsidiaries, namely DSB and BCM, to comply with relevant
regulatory requirements in reducing risks to DSBG Group’s assets,
businesses and operations and/or to provide additional services to DSBG
Group’s customers. In addition, the Directors consider that the insurance
services provided by DSI and MIC are effective and the fees proposed
by DSI and MIC respectively are comparable to those offered by other
insurance companies in the market.

Under the New Cooperation Agreement, either party to the agreement
may terminate the agreement by giving one month notice in advance to
the other party without having to incur a penalty.
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43. RELATED-PARTY TRANSACTIONS (CONTINUED)
(b) Key management personnel

(i) Material transactions and balances with directors
and key management personnel

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. For the year ended 31

AEERANH December, the following balances were outstanding:

LB TF 08T HKS’000 2023 2022
B ESR Loans and advances 546 473
T Deposits 3,218 374,297
RV Z BRUKGE Undrawn commitments 3,764 2,791
R Guarantee - -

(i) TEEEASHE

KRB ETBEBEAEAES  HIRNE81F
EREFRMIEELS o
(A) BEEATRRHERIEHIERZ RS R
53

FR O AEBWRIBEBHELATEERT
198,237,000 7 7T (2022 £F © 209,484,00078 7T) A&
BUWA © 132023FE 128310 » AEBRWERS
HEEIRITEHNE SRR (20224 | #4ERX) ©
FR o AEERNSHEEGIBERZGFHR > ME
1£ 2023 F 12 B 31 B 77 ® 45 85 73 113,786,000 75
76 (20224F : 226,552,0005875) c £ » AEE
Y 2 B £ [B) 4% 1 2 88 20,140,000 78 7T (20224 -
21,180,000787T) B BULA o BLER K AGRRITIE
HEEREER— R BRI IS EmESE -

(i) Remuneration of key management personnel

Key management personnel of the Company are directors and
their remunerations are included under Note 13.

(c) Transactions and balances with associate and jointly
controlled entities

During the year, the Group received from BOCQ, an associate, dividend
income of HK$198,237,000 (2022: HK$209,484,000). As at 31 December
2023, there is no outstanding balance of trade bills issued by BOCQ
accepted by the Group (2022: no outstanding balance). During the
year, the Group took deposits from jointly controlled entities and
the balance of deposit as at 31 December 2023 was HK$113,786,000
(2022: HK$226,552,000). During the year, the Group received from
a jointly controlled entity dividend income of HK$20,140,000 (2022:
HK$21,180,000). The transactions and balances were provided in the
ordinary course of business and on normal commercial terms and
conditions and at market rates.
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44. SHARE-BASED COMPENSATION PLANS

The Group operates equity-settled and cash-settled share-based

compensation plans. Details of the share-based compensation paid to

directors under these plans are disclosed in Note 13.

(A)

Equity-settled share-based compensation plans
(a) Equity-settled share option scheme

Pursuant to the Company’s Share Option Scheme (the “DSFH
Scheme”) and the Share Option Scheme of its subsidiary, Dah
Sing Banking Group Limited (the “DSBG Scheme”), equity-settled
share-based compensation is available to directors and senior
executives of the Group.

(i) DSFH Scheme

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
since the date of its adoption to 31 December 2023.

(ii) DSBG Scheme

The respective shareholders of the Company and DSBG
approved the adoption of a share option scheme of DSBG
(the “DSBG Scheme”) on 27 May 2014.

The share options were granted in accordance with the
terms and conditions of the DSBG Scheme. The exercise
price per option share was concluded by the Nomination
and Remuneration Committee (“NRC”) on behalf of the
Board of DSBG on the basis no less exacting than the
requirement set out in Rule 17.03(9) of the Rules Governing
the Listing of Securities on the SEHK and was determined
as no less than the highest of (i) the closing price of DSBG’s
shares traded on the SEHK on the date of grant; and (ii) the
average closing price of DSBG’s shares traded on the SEHK
for the five business days immediately preceding the date
of grant.
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44, SHARE-BASED COMPENSATION PLANS (CONTINUED)

(A) Equity-settled share-based compensation plans
(Continued)

(a) Equity-settled share option scheme (Continued)
(ii) DSBG Scheme (Continued)

Share options granted under the DSBG Scheme since the
date of its adoption to 31 December 2023 are as follows:

T
SRITEE (BT)
#FH #8751 SREEAE 1T1EHR Exercise price
Date of grant Type Vesting period Exercise period per share (HKS)
2018F4526H AR 2018%F4H26B%E 20194F4526HE
2023%F4526H 20245 4H26H
26 April 2018 Equity-settled 26 April 2018 - 26 April 2019 - 18.24
26 April 2023 26 April 2024

PR G W AR RERD 2 LURTESZ (A DU D

Equity-settled share-based compensation charged to consolidated

ERESRB 2 ST HIm T income statement is as follows:
LOBIET TS HKS$’000 2023 2022
DARGHESZ 1 2 RS #E Equity-settled options 54 239
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(A)

SHARE-BASED COMPENSATION PLANS (CONTINUED)

Equity-settled share-based compensation plans
(Continued)

(a) Equity-settled share option scheme (Continued)
Equity-settled options

With respect to the equity-settled options granted under the
DSBG Scheme described above, the fair value is determined by
using the Trinomial Option Pricing Model at the date when the
options are granted.

No equity-settled options were granted under the DSBG Scheme

and DSFH Scheme in the year of 2023.

Movements in the number of share options granted and their
related weighted average exercise prices are as follows:

AH &R AESRTEE:E)
DSFH Scheme DSBG Scheme
2023 2022 2023 2022
taidc) By tEailc) B¥e
k8 BE REAN BEAT
AR AHER RITEE RTEE
RgER  METY Skt NETY DRER METS SRER mETS
RH#E i RHEE e  RABE e RHEE e
Number (BT)  Number (870)  Number (BT)  Number (&)
of DSFH  Weighted  of DSFH ~ Weighted =~ of DSBG ~ Weighted  ofDSBG ~ Weighted
shares  average shares  average shares  average shares average
inshare  exercise inshare  exercise ~ inshare  exercise  inshare exercise
options price  options price ~ options price  options price
granted (HKS)  granted (HKS) ~ granted (HKS)  granted (HKS)

1A1H At 1 January

ool Granted

[5iai Expired

BTt Exercised

BECH /R Cancelledfforfeited
12A31H At 31 December
12A318m7f Exercisable at 31 December

NABF2023F 12331 H T ERITHEZR
fe#E (20224F  RBERITEZBMKME) © @
RAEBESRERITHRABRERZ KM
IRTTEEFIRME » 122023F12831HEE
BB AR TEZ IR TEE R 1T
B718.24787T (20224 : 18.24787T) » KA
FR20224F 7 IR 3T ERER B HAZ30.324F ©
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1,200,000 18.24 1,200,000 18.24

1,200,000 18.24 1,200,000 18.24
1,200,000 18.24 960,000 18.24

The Company has no outstanding share options as of 31
December 2023 (2022: Nil). In respect of directors and senior
executives of the Group, their applicable DSBG’s share options
outstanding as of 31 December 2023 are all vested and have
an exercise price of HK$18.24 (2022: HK$18.24). The remaining
weighted average vesting period in 2022 was 0.32 years.
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44,

(A)

SHARE-BASED COMPENSATION PLANS (CONTINUED)

Equity-settled share-based compensation plans
(Continued)

(b) Share award scheme

The Company and DSBG have each established a share award
scheme (hereinafter referred to as the “DSFH Share Award
Scheme” and the “DSBG Share Award Scheme” respectively) as
another long-term incentive plan to recognise the contribution
or value of certain employees or directors and to motive and
incentivise them in furtherance of the long-term business
objectives of the Group. Details of the schemes are as follows:

(i)  Both schemes were adopted on 9 September 2021 for a
term of 10 years.

(i)  Any employee or director (including executive director,
non-executive director and independent non-executive
director) of the Company or any other member of the Group
is eligible to participate in the Scheme.

(iii) The Board or its Delegate shall determine the vesting
schedule, vesting criteria and other conditions in the Award
Letter.

(iv) The Award Shares should be acquired via on-market
purchase and/or issue of new shares.

(1) DSFH Share Award Scheme

The scheme was adopted on 9 September 2021 and further
amended on 30 March 2022. Award shares granted under
the scheme since the date of its adoption till 31 December
2023 are as follows:

BRATE

BFRERGEE (#7T)

#¥H Number of ER B HAR Fair value per share

Date of grant award shares granted Vesting period (HKS)

2022F12H6H 2022F1286HE
20274 1286H

6 December 2022 377,200 6 December 2022 - 18.34
6 December 2027
2023%F4H3H 2023F4H3HE
20265F4H3H

3 April 2023 848,782 3 April 2023 - 20.15
3 April 2026
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44, LR AERERATE (&) 44, SHARE-BASED COMPENSATION PLANS (CONTINUED)
(FF) LARRESZ (G LARRID A E R IREN T8I (48) (A) Equity-settled share-based compensation plans

(Continued)
(Z) R172ZE)a12) (48) (b) Share award scheme (Continued)
(1) KRR IEENETE (8) (1) DSFH Share Award Scheme (Continued)
PR E RS R ATERE 2 I D 8BNS Share award expense charged to consolidated income
wr statement is as follows:
LB T 008 HKS’000 2023 2022
FRADEZENSZ H Share award expense 14,209 220
DUBRADEA BRI 2 FE 2 280 Movements of share-based compensation reserve were as
T follows:
LB T 08T HKS’000 2023 2022
181H At 1 January 220 -
LR E AR IR RN =T Share-based compensation benefits 14,209 220
1R Vesting of shares (1,371) -
12H31H At 31 December 13,058 220
B RDIRERE 2 T © Movements in the number of award shares granted as
follows:
REER 12BN 2 REntRITEER AR 2
DSFH Share Award Scheme DSBG Share Award Scheme
2023 2022 2023 2022
KHrda AHER  AWSETEE  AWRITER
L] R#E Rir#E Bn#E
Number of Number of Number of Number of

DSFH shares DSFH shares DSBG shares DSBG shares

1R1H At1January 377,200 - - -
i Granted 848,782 377,200 - -
B Vested (74,760) - = -
RBI Forfeited (2,920) - = -
12A31H At 31 December 1,148,302 377,200 = -
ShzATE Fair value per share HK$19.68 HK$18.34 - -
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SHARE-BASED COMPENSATION PLANS (CONTINUED)

Equity-settled share-based compensation plans
(Continued)

(b)

Share award scheme (Continued)
(1) DSFH Share Award Scheme (Continued)

Details of award shares granted during the year:

BRZATE SR B HAR
(&) Vesting period
BT RN IEEE Fair value
%¥H Number of award per share =2 £
Date of grant shares granted (HKS) From To
2023%F483H 2023%F483H 20265F483H
3 April 2023 848,782 20.15 3 April 2023 3 April 2026

BRI BN ST BRI BRER B AR -

Remaining vesting periods of award shares outstanding:

2023%12H31H 2022 12A31H
At 31 December 2023 At 31 December 2022
FERE AR BH¥E  FEHEBHE RHEE
Remaining Number Remaining Number
RinRFH Shares granted in vesting period of shares  vesting period of shares
2022F1286H 6 December 2022 3.93F 4.93F
3.93 years 299,520 4.93years 377,200
20234830 3 April 2023 2.26%F
2.26 years 848,782 - -

ERHETETEEREILEHER
HE2023F 12831 HIEFEEENE
BA © 2023 F ERRIFIEALIS 120245
3E28HENFEFBFEENAERKE
T o AEENETEIAES (ISR
THAB) R2023FEMRIVIEAL R
RIBFFELURES B AW 11
2022 MEZFERE 0 BRITEA
B VBRSBTS RN 2 A5 ARG (D 52 ED
STEIEEHERIEME o S2192023F KR
TEAL TR RTHA BN ZH: » 81EM
IRIESER BB » B20244F
3ETHMN AMIBRITERT T RARTE
NEEREIE - AT RITHAEE
A2023F RICAIPRIEIN T2
BYRLERD » BEaFERTERE
BB RSt (S R5I B ER
BIEHEREMRR - B = EHER
DA REES o

As a reward to eligible employees to recognise their
contribution for the year ended 31 December 2023, 2023
performance bonus was advised to or paid to eligible
employees including directors of the Group as of 28
March 2024. For certain employees and directors (“Senior
Management”) of the Group, their 2023 performance bonus
was granted in the form of deferred remuneration similar
to prior years, and starting from 2022 performance year, a
portion of the deferred remuneration payable to the Senior
Management is in the form of deferred shares granted
under the DSFH Share Award Scheme. The arrangement
of the payment of 2023 performance bonus to Senior
Management, including granting to them deferred shares,
was approved by the Board of DSB and the Board of DSFH
on 27 March 2024. The deferred shares granted as a portion
of the deferred remuneration to the Senior Management as
their 2023 performance bonus will be vested in three equal
tranches over a three-year period, subject to vesting and
satisfying other conditions per the bonus and share award
letter given to the Senior Management.
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44, SHARE-BASED COMPENSATION PLANS (CONTINUED)

(A) Equity-settled share-based compensation plans
(Continued)

(b) Share award scheme (Continued)
(2) DSBG Share Award Scheme

By the end of 31 December 2023 and 31 December 2022,
no award share was granted under DSBG Share Award
Scheme.

(B) Cash-settled share-based compensation plans

The Company and DSBG have each adopted a cash-settled share-based
incentive option scheme (hereinafter referred to as the “DSFH Incentive
Option Scheme” and the “DSBG Incentive Option Scheme” respectively)

as a long-term incentive plan to incentivise employees.

(a) DSFH Incentive Option Scheme

The scheme was adopted on 20 March 2018. Incentive options
granted under the scheme since the date of its adoption to 31

December 2023 are as follows:

BRITEE

(#7T)

Exercise price

®¥FH 25 B HAR 171EHA per share

Date of grant Type Vesting period Exercise period (HKS)
20184F4H26H DRSS A 2018%F4H268%E 20199F4H26HE
2023%F4526H 20245 4H26H

26 April 2018 Cash-settled 26 April 2018 - 26 April 2019 - 56.00
26 April 2023 26 April 2024
2020494 28H DURE =Y 2020998280 E 2021F9H28HE
2025995288 20265F9H28H

28 September 2020 Cash-settled 28 September 2020 - 28 September 2021 - 19.89
28 September 2025 28 September 2026

RITERIERARAT 2023FF4R
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44, SHARE-BASED COMPENSATION PLANS (CONTINUED)

(B) Cash-settled share-based compensation plans

(Continued)

(b) DSBG Incentive Option Scheme

The scheme was established on 20 March 2018. Incentive options

granted under the scheme since the date of its adoption to 31

December 2023 are as follows:

BRITEE

(#7T)

Exercise price

#¥H eVl ERE AR 1718 per share

Date of grant Type Vesting period Exercise period (HKS)
20184F4H26H DUIRE =AY 2018%F4H26HE 2019%F4H26HE
2023%F4H26H 20244826H

26 April 2018 Cash-settled 26 April 2018 - 26 April 2019 - 18.24
26 April 2023 26 April 2024
20194F6A5H DURE =AY 20196 A5H= 20205F6A5HE
20246 85H 20255 685H

5 June 2019 Cash-settled 5June 2019 - 5 June 2020 - 13.66
5June 2024 5June 2025
20204£7H22H LUREZAY 20205F7TH22BE 2021 7TH22BE
2025%F7H22H 20265 7H22H

22 July 2020 Cash-settled 22 July 2020 - 22 July 2021 - 7.33
22 July 2025 22 July 2026
202048H28H DUIRE =Y 20209F8H28HE 202148H28H%E
202548H28H 202658H28H

28 August 2020 Cash-settled 28 August 2020 - 28 August 2021 - 7.44
28 August 2025 28 August 2026
2021510H29H LURE =AY 20214F10H298 = 20224F10829HE
2026F10829H 2027410829H

29 October 2021 Cash-settled 29 October 2021 - 29 October 2022 - 7.46
29 October 2026 29 October 2027
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44,

(B)

SHARE-BASED COMPENSATION PLANS (CONTINUED)

Cash-settled share-based compensation plans
(Continued)

(b) DSBG Incentive Option Scheme (Continued)

The incentive options were granted in accordance with the terms
and conditions of the respective DSFH and DSBG schemes. The
exercise prices per incentive option were concluded by the NRC
on behalf of the respective Boards of DSFH and DSBG on the basis
no less exacting than the requirement set out in Rule 17.03(9) of
the Rules Governing the Listing of Securities on the SEHK and
were determined as no less than the highest of (i) the closing price
of DSFH’s/DSBG’s shares traded on the SEHK on the date of grant;
and (ii) the average closing price of DSFH’s/DSBG’s shares traded
on the SEHK for the five business days immediately preceding the
date of grant.

The rights granted under the respective schemes shall be
exercisable upon vesting in 5 equal tranches commencing from
the first anniversary of the date of grant. Subject to the fulfilment
of the vesting conditions set out in the option award letter, the
grantees may exercise their vested options. No shares of the
Company or DSBG will be issued to the grantees of the options
under the schemes which are essentially deferred cash incentive
schemes linked to the performance of the grantees and the share
price of the Company and DSBG.

Cash-settled share-based compensation charged to consolidated
income statement is as follows:

LOBBEFTlIZT HK$°000 2023 2022
LURE S 2 17 Cash-settled options = -

RITERIERARAT 2023FF4R
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44, SHARE-BASED COMPENSATION PLANS (CONTINUED)

(B) Cash-settled share-based compensation plans
(Continued)

Cash-settled options

With respect to the cash-settled options granted under the DSFH and
DSBG Incentive Option Schemes described above, the fair value is
determined by using the Trinomial Option Pricing Model at reporting
date. There were no cash-settled options granted in 2023. The
assumptions used to estimate the fair value of the options granted
during 2021 are as follows:

KEIRITEE
STEhEF ST
DSBG Incentive
Option Scheme

BHHE

Grant date

RigH BAMIBTERNRE (BT)
Share price of DSBG as at grant date (HKS)
1718 (BT)

Exercise price (HKS)

TERRR R (5E (i)

Expected volatility (Note (i))

HARES e ()

Option life (years)

fm EBRA=R (5 (i)

Risk free rate (Note (ii))

TEHARR B = (5E(iii))

Expected dividend rate (Note (iii))
HARENRRE 2 A TE (BT)

Fair value of a share in the option (HKS)

A

(i)

(ii)

(iii)

RER EAME T T BREARE RO TA AR B R B AR AR EY
RATRITEERENEL KB R HINZHEER
ER > RIIRSXEEBFEARITERNE
BAZA—FNRENELKETMEE > W
EXFRFI

ERRAEAEBIINERSZEINE L HRER
FIERAARBIU K -

FRRREXE MR HNEEREEE

2021410829H
29 October 2021

7.46

7.46

37.22%

1.20%

3.94%

2.01

Note:

(i) Expected volatility is determined by calculating the historical volatility
of the share price of DSFH or DSBG, as appropriate, during the one
year period immediately preceding the grant date and is based on the
assumption that there is no material difference between the expected
volatility over the time to maturity of the options and the historical
volatility of the share price of DSBG, as appropriate, as set out above.

(i) Risk free rate is the Hong Kong Exchange Fund Notes yield of relevant time
to maturity at grant date.

(iii)  Expected dividend rates are based on historical dividends at grant date.

Dah Sing Financial Holdings Limited Annual Report 2023

325



326

44. LR AERERMEE (B)
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44, SHARE-BASED COMPENSATION PLANS (CONTINUED)

(B) Cash-settled share-based compensation plans
(Continued)

Cash-settled options (Continued)

Movements in the number of options granted and their related
weighted average exercise prices are as follows:

A ERIRER 53 AR T B RER 5t

DSFH Incentive Option Scheme DSBG Incentive Option Scheme

2023 2022 2023 2022
e tE il el el
BE %E BEAH BEAN

AMER  METY  AWeR  mETy  BOEE  mEW9  BOET RS
By fEE Bk 7feE  ShiRtER Il DRER e
RH#E (Bm)  BHEE (%m)  RfH#E (Bm)  BHEE (&)
Number Weighted ~ Number ~ Weighted =~ Number Weighted ~ Number  Weighted
of DSFH  average  ofDSFH  average = ofDSBG  average  of DSBG  average
sharesin  exercise  sharesin  exercise ~ sharesin  exercise  sharesin  exercise
options price options pricc  options price options price
granted (HKS)  granted (HKS) ~ granted (HK$)  granted (HKS)

1A1H At 1 January

&Y Granted

Bl Expired

B8 Exercised

[Vl Cancelled/forfeited
12A31H At 31 December
DA3NRTE Exercisable at 31 December

MERFZLIRSZ G 2R > AEEREHRE
S2EHEATENE AKREAE13,000,00078 7T
(20224F : 13,000,00037T) ©

AR EEESRERTRABIERZ A€
B R KFTIRITEBMERN] > 102023F 128318 %K
TEZUREI M ZEFMNZITHEESNAN
J£19.89 7L £ 56.00 87T (20224F @ 19.898TTE
56.00787T) &M F7.33B7TE18.2478 7T (20224
7.33BLE1824% ) » REMMBEFIFIERER
BHAD Bl & 1.444F (20224F : 2.334F) /% 0.834F
(2022£F : 1.644F) ©

RITERIERARAT 2023FF4R

780,000 26.14 780,000 26.14 14,250,000 1231 14,750,000 12.23

- - - - (100,0000 1062 (500,000) 9.93
780,000 26,14 780,000 26.14 13,550,000 1239 14,250,000 1231
522,000 2923 366000 3055 10,440,000 1348 8,070,000 13.80

In relation to the cash-settled options granted, the Group has recorded
liabilities of HK$13,000,000 (2022: HK$13,000,000) with reference to the
fair value of the options at the reporting date.

As at 31 December 2023, the outstanding cash-settled options under
the DSFH and the DSBG Incentive Option Schemes related to directors
and senior executives of the Group have exercise price in the range of
HK$19.89 to HK$56.00 (2022: HK$19.89 to HK$56.00) and HK$7.33 to
HK$18.24 (2022: HKS7.33 to HK$18.24) respectively, and a weighted
average remaining vesting period of 1.44 years (2022: 2.33 years) and
0.83 years (2022: 1.64 years) respectively.
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45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

Financial assets and liabilities are presented net when there is a legally
enforceable right to offset the recognised amounts and there is an
intention to settle them on a net basis, or realise the asset and settle
the liability simultaneously.

(a) Financial assets and liabilities subject to netting
agreement and offset on the consolidated statement of
financial position

The Group maintains an account with the Hong Kong Securities Clearing
Company Limited (“HKSCC”) through which it conducts securities

trading transactions for its customers.

In presenting the amounts due from and to HKSCC, the Group has offset
the gross amount of the accounts receivable from and the gross amount
of the accounts payable to HKSCC. As at 31 December 2023, the net
amount was a receivable and was included in “Accounts receivable and
prepayments” in Note 31, and as at 31 December 2022, the net amount
was a payable and was included in “Other accounts and accruals” in

Note 36. The amounts offset are shown below.

HKS°000 2023 2022

FEREBhRIGHE 2 TURMEER

ENEBPREEZ RIARER

FER, (FER) BB REF PR

(2) ZEEEEEHHERBEGRSMEIR
KARHZ EMEERERE

AR PR EZHE

FAERGRASEAERZH T BERFREERER
B LUBEEERR - BREEHERE > —B
HIRENEM > AT RSB FZIRTARS
BHEEIE > MAAABRTIERIHEIRPEREE -
IR AEBNEN > MEREF RS EUEER
EER—RANEEGEYFHIR AR HIEEEK
B

Gross amount of accounts receivable

from HKSCC 146,241 9,253
Gross amount of accounts payable to

HKSCC (13) (69,208)
Net amount due from/(to) HKSCC 146,228 (59,955)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the consolidated
statement of financial position

Master netting arrangements

To mitigate credit risks, the Group enters into master netting
arrangements with counterparties whenever possible. Netting
agreements provide that, if an event of default occurs, all outstanding
transactions with the counterparty will be terminated and all amounts
outstanding will be settled on a net basis. Except for the event of
default, all outstanding transactions with the counterparty are settled
on a gross basis and generally do not result in offsetting the assets and
liabilities in the consolidated statement of financial position.
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45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL
LIABILITIES (CONTINUED)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the consolidated
statement of financial position (Continued)

Master netting arrangements (Continued)

The following tables present details of financial instruments subject
to offsetting, enforceable master netting arrangements and similar

agreements.
& BEERARER AR
HRHRER JERER

HEZEHD  RESHE  Relatedamounts notset off
SEEREEE  WRRAGT  intheconsolidated statement
Gross ZEBEETE of financial position

anouts Netamounts RigRAfKiE
of recognised of financial £8TR BEHT
2l financial asets (@RS BEHE
SHEELE  labilitiesset  presented 1HA5) ey
Gross offinthe inthe Financial Amounts not
amountsof  consolidated  consolidated instruments  BUIREIEIR subject to
recognised statement  statement of (including Cash enforceable
2023E12A31A At31December 2023 financial of financial financial non-cash collateral B netting At
LEETFAAT HKS000 assets position position collateral) received  Netamount  agreements Total
SHEE Financial assets
fitemIA Derivative financial instruments 3,324,635 - 3,324,635 (197,33)  (1,493,009) 1,034,290 241,514 3,566,149
REE TR AR RRASE
BHEIRRRA ZHHEE
HEZERZ  RBAHE  Relatedamountsnotsetoff
SHEESE WARANT  intheconsolidated statement
Gross ZERMEHTE offinancial position Rk
amountsof  Netamounts whHTZ
recognised  of financial EMIA BHHE
B financial liabilities  (BfEHERE gz 8
SRBEME  ascetssetoff  presented Rg) Amounts
Gross inthe inthe Financial not subject
amountsof consolidated  consolidated instruments  BUEREIEH to
recognised  statementof  statement of (including Cash enforceable
W23%1A3A At31 December 2023 financial financial financial  non-cash collateral B netting ait
LEBFTAAIR HKS 000 liabilities position position  collateral] placedout  Netamount  agreements Total
Eii= Financial liabilities
RiER Deposits from banks 1,849,838 - 1,849,838 (1,849,838) = = 635,206 2,485,044
TemIa Derivative financial instruments 1,086,501 - 1,086,501 (797,336) (228,572) 60,593 192,918 1,279,419
R ARRNEE Trading liabiliies 99,853 - 99,853 (99,853) - - - 99,853
EfERERTER Other accounts and accruals 447,317 - 441,317 (a47,377) - - 9,118,470 9,565,847
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45. OFFSETTING FINANCIAL ASSETS AND FINANCIAL

LIABILITIES (CONTINUED)

(b) Financial assets and liabilities subject to netting
agreement but not offset on the consolidated

statement of financial position (Continued)

Master netting arrangements (Continued)

res UEERAMERRRAHE
BBRRRA Wil
HEEED  PRAYE  Relatedamountsnotsetoff
SHBEEE  RREAFIT  inthe consolidated statement
Gross ZEHMERTE of financial position
amountsof  Netamounts RgRefE
recognised  of financial SRTR BilHiTZ
B financial assets (RS ]
SHEEME  liabilitiesset presented g vk
Gross offinthe inthe Financial Amounts not
amountsof  consolidated consolidated instruments  EMTRSHE subjectto
recognised statement statement (including Cash enforceable
N0EDA3E At31 December 2022 financial ~ offinancial ~ of financial non-cash collateral e netting At
LRl HKS 000 assets position position collateral) received  Netamount  agreements Total
REE Financial assets
THEpIa Derivative financial instruments 3,732,908 - 3,732,908 (730,160 (2,002,713) 1,000,035 168,328 3,901,236
Rres URERAHBRARNAE
BIRRR IS
HE7ERD RRAHE  Relatedamountsnot setoff
SHEEME  RAERAGIR  inthe consolidated statement
Gross Z&HEREE offinancial position
amountsof  Netamounts TERAKE
recognised  of financial SRTR HTZ
ol financial liabilities  (BFE3ERE L
SREELT assets set presented e [ vk
Gross offinthe inthe Financial Amounts not
amountsof  consolidated  consolidated instruments  EAUREHE subject to
recognised statement statement (including Cash enforceable
NEF3IA EES) At 31 December 2022 (Restated) financial ~ offinancial  of financial non-cash collateral i netting fit
LBBF AT HKS 000 liabilities position position collateral) placedout ~ Netamount  agreements Total
Eaci=( Financial liabilities
R Deposits from banks 145,724 - L4574 (L45,724) - - 2,866,769 4112493
TemIa Derivative financial instruments 873,366 - 873,366 (730,160) (102,009) 41,197 124271 997,637
BIERBERNEE Trading liabilities 730491 - 730491 (730491) - - - 130491
HtiRERER Other accounts and accruals 700,345 - 700,345 (700,345) - - 8420493 9,120,838
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1. BfR

The following information relates to the Group and is disclosed as
part of the accompanying information to the consolidated financial
statements and does not form part of the audited consolidated financial
statements.

I. INFORMATION ON CAPITAL POSITION AND KEY
FINANCIAL RATIOS OF THE INSURANCE BUSINESS OF
THE GROUP

The insurance business of the Group is held directly by Dah Sing
Financial Holdings Limited. It comprises the general insurance business
of Dah Sing Insurance Company Limited (“DSI”) in Hong Kong and
Macau Insurance Company Limited (“MIC”) in Macau, and the pension
fund management business of Macau Pension Fund Management
Company Limited in Macau.

1. Capital position

20235 20224
12831H 12H31H
As at As at
31December 31 December
2023 2022
RERfRIE DSI
ERENTRLEE (s (R)) Solvency ratio (Note (a)) 738% 1,457%
EEERZREEE Minimum ratio per regulatory
requirements 200% 200%
BEAT BEAT
HKS$ million HKS million
BREES (W) Solvency margin (Note (b)) 569 1,091
REEMEES () Required solvency margin (Note (c)) 77 75
i Note:

() BB —RRBARNZENENRRLEEZFHER
KRR FEESIREENERS

(2) BENEFESERBE(EBREE(—RK) (GE) R
ADSHENEEBBEENEE -

(A)  KE(EBREFEG) (TEBRRIED) 101789
RE - FEBENERS FBRTEREER)ZR
B L —EAMBREENERREWAS E—EMEK
FERERNEMRARETRAERE

RITERIERARAT 2023FF4R

(@)  Solvency ratio of a general insurer in Hong Kong is calculated from
adjusted net assets over required solvency margin.

(b) Solvency margin is the excess of assets valued in accordance with the
Hong Kong Insurance (General Business) (Valuation) Rules over liabilities.

(c) Required solvency margin (also known as “relevant amount” under
the Hong Kong Insurance Ordinance (“HKIO”)) is determined based on
the greater of premium income in its last preceding financial year or
outstanding claims as at the end of its last preceding financial year in
accordance with Section 10 of the HKIO.



UNAUDITED SUPPLEMENTARY FINANCIAL INFORMATION

I FEERBREBZERRKAREEM
BEERNER (48)

INFORMATION ON CAPITAL POSITION AND KEY
FINANCIAL RATIOS OF THE INSURANCE BUSINESS OF
THE GROUP (CONTINUED)

1. BE&ERRE) 1. Capital position (Continued)
20235 20226
12831H 12H31H
As at As at
31December 31 December
2023 2022
RFIRIR MiC
BRENTRELE Solvency ratio 1,288% 1,167%
EEBERZRELEE Minimum ratio per regulatory
requirements 150% 150%
HEAT BEAT
HKS$ million  HKS million
B EES (E(R)) Solvency margin (Note (a)) 922 830
REBLESS () Required solvency margin (Note (b)) 72 71
5t Note:

() BPIHIEASFRBRABNENEFESZRER
TRIEEFEMBES] 0 U E—ERBFERE
—REPIRBHN G EREEE

(2) KEEPIRBERARHIE) B6oRBIRE »
EEMNEFSRR L —EXFENERBERA
MEREREHRIISHEERERSE -

Solvency margin for a non-life insurer in Macau is calculated based on
the eligible equity of MIC on the last day of the immediately preceding
financial year based on the guidance issued by the Monetary Authority of
Macao.

Required solvency margin is determined from the annual gross premiums

income of the preceding year net of returns and cancellations in
accordance with Article 69 of the Macau Insurance Ordinance.
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I. INFORMATION ON CAPITAL POSITION AND KEY
FINANCIAL RATIOS OF THE INSURANCE BUSINESS OF
THE GROUP (CONTINUED)

2. Key financial ratios/Key Performance Indicators

20234 20224
12A31H 12H31H
Year ended Year ended

31December 31 December
HKS’000 2023 2022

REWALRIRIR T 2EFRB D

—(BEHERR
— M ERIR
—REERREE
— IR RE
—BETR
—Hfh

AR R (st (FR
BEER (M (S
BRLER (s (R
A (W (T

Tt m R (5T

))
))
))
)

(%))

REER (MW (2)

() HELXERFRBHERANAZERIRE
vk

(2) BBIHLEXRIEFREFIERMRE Z LXK -

(R) BRLEXEREXERUIEHRMREZLEX -

(T) AELEXERTERFERMRE Z LXK -

(%) FfmElERERRERRE N RE P E WS
MR FEFIIEm IR o

(@) KRERREERENSWA » WmiRkGES Wik
MBI E W K518
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Gross Premiums Written analysed by
major lines of businesses:

- Employees’ compensation 247,346 200,248
- Property damage 211,084 205,653
- Motor vehicle, damage and liability 297,835 250,363
- Mortgage guarantee 108,667 177,051
- Contractors’ all risks 51,082 55,819
- Others 145,359 102,979
Total 1,061,373 992,113
Combined ratio (Note (a)) 97.5% 98.1%
Loss ratio (Note (b)) 52.0% 52.3%
Expense ratio (Note (c)) 25.1% 25.3%
Commission ratio (Note (d)) 20.4% 20.6%
Return on average equity (Note (e)) 17.7% (11.5%)
Investment return (Note (f)) 558,143 (393,030)
Note:

(a) Combined ratio is the ratio of the sum of net claims incurred and expenses
to net earned premium.

(b) Loss ratio is the ratio of net claims incurred to net earned premium.

(c) Expense ratio is the ratio of operating expenses to net earned premium.

(d) Commission ratio is the ratio of commission expenses incurred to net
earned premium.

(e) Return on average equity is the ratio of the sum of profit after tax and
other comprehensive income to the average equity for the year.

(f) Investment return includes net interest income, and gains and losses on
investments recorded in income statement and other comprehensive
income.
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I. INFORMATION ON CAPITAL POSITION AND KEY
FINANCIAL RATIOS OF THE INSURANCE BUSINESS OF

THE GROUP (CONTINUED)

2. Key financial ratios/Key Performance Indicators

Insurance service result after net insurance finance expense

2023%F 20224
12H31H 12H31H
Year ended Year ended
31December 31 December
LCBE T8 HK$°000 2023 2022

BRI Analysed by major lines of businesses:
—(EERERE - Employees’ compensation 24,185 67,127
— BRI - Property damage 24,195 23,002
—AEERRET - Motor vehicle, damage and liability 8,070 6,206
— BRI - Mortgage guarantee 17,744 11,096
— T2 - Contractors’ all risks 8,860 9,313
—Hfh - Others 5,114 19,328
88,168 136,072

3. (REEBRBESER 3. Floatbalance

20235 20224
12A31H 12H31H
As at As at
31December 31 December
LOBIE T i HKS$’000 2023 2022
REEFRBE LR D) Float balance (Note) 719,734 593,542

5 WAREEEN—RFAREBZREEENE
BB EARUR (NRAR EEREMRGTE
TS AR REFRRITRR) » FIANKRE
HBEE o

4. (SEFH

Note: This represents the aggregate of net insurance liabilities and trade and
tax payables of the Group’s general insurance business (after deducting
cash and bank balances held for operations and collateral placed out for

mortgage guarantee business) available for investment.

4. Creditrating

2023 2022
BEETZIEETHR Credit rating assigned by A.M. Best
Company, Inc.
— KRRz -Dsl A- A-
—BPIRR - MIC A- A-
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FHEIRITRMARAE (MRPIEERTT ) ReAH
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Il. INFORMATION ON CAPITAL, LEVERAGE AND
LIQUIDITY POSITIONS OF THE BANKING BUSINESS OF
THE GROUP

The banking business of the Group is held by Dah Sing Banking Group
Limited (“DSBG”). DSBG is the holding company of Dah Sing Bank,
Limited (“DSB”) which in turn holds the entire equity capital of Banco
Comercial de Macau S.A. (“BCM”) and Dah Sing Bank (China) Limited
(“DSB China”).

1. BXRFRELEER 1. Capital adequacy ratio
20235 20226
12431H 12A31H
As at As at
31December 31 December
2023 2022

BARELE Capital adequacy ratio

—EERE—R - Common Equity Tier 1 16.2% 15.2%
——4& - Tier1 16.9% 15.9%
—fmpe — Total 21.2% 19.3%

2023128318 %2022F 12 A31HZ BEARELE
KL RMIRITHAE SR NRB(ERITE (BA) 7
AN EEBREINERHE - ZEATRLLE
Wt EEE RIITIZRBNIRIERE

RIEEBIRITERG > KHRITREBEMIRT
AETEAREERRMBENR < BFIFEIRTA
BT AMRPIIRITEEENRERAIHRT (F
Bl) A8~ A R BRI TR ERIRE ©

RITERIERARAT 2023FF4R

The capital adequacy ratio as at 31 December 2023 and 31 December
2022 represents the consolidated position of DSB computed on Basel
Il basis in accordance with the Banking (Capital) Rules. This capital
adequacy ratio takes into account market risk and operational risk.

DSB as a locally incorporated bank in Hong Kong is subject to the
minimum capital adequacy ratio requirement under the Hong Kong
Banking Ordinance. BCM is subject to Macau banking regulations and
DSB China is subject to the Mainland banking regulations.



. FEFERITEFZES - RIFRAH
PHERVE R (48)

2. 1ERREEER

Il. INFORMATION ON CAPITAL, LEVERAGE AND
LIQUIDITY POSITIONS OF THE BANKING BUSINESS OF
THE GROUP (CONTINUED)

2. Leverageratio

20235 20226

12H31H 12A31H

As at As at

31December 31 December

2023 2022

TR Leverage ratio 11.2% 10.6%

LR AFIRIT 2R ERRZ LR RIRERTE R
EERZ RS EMREE -

3. RENEMERFIEER

The above ratios represent the consolidated position of DSB and are
computed on the same consolidated basis as the capital adequacy
ratio.

3. Liquidity maintenance ratio

2023 2022

RENEAETEER

MENMEMERT LR TH AR IRTT (BFERPIE HIR1T
RHERTT (FE)) R B FEESEBRNTIgRE
TRENMEAERT LEER AV BE A9 B o MBI MEAEIFEER
THIRIECERTTZE ORENE) AHADEE -

RIRTT A EBEMIRITRREBEE BIRITEFA
BTRBEESER o RFIEERITRETHRRM
HPIERITEBRERRERAMIRTT (hE) RET
ERPERTERERNRE

REE2023F 128310 %2022F 128331 H IEME
FER  AEBZIERTERRE TERTIN
EMEE o Al IWBEAEEREIERTER B

BREELLEIRESR

Liquidity maintenance ratio 64.0% 50.4%

The LMR is calculated as the simple average of each calendar month’s
average consolidated LMR of DSB (covering BCM and DSB China) for the
financial year. The LMR is computed in accordance with the Banking
(Liquidity) Rules.

DSB as a locally incorporated bank in Hong Kong is subject to the
liquidity requirement under the Hong Kong Banking Ordinance. BCM is
subject to Macau banking regulations and DSB China is subject to the
Mainland banking regulations.

The non-banking businesses of Group does not have any bank or
external borrowing in the two years ended 31 December 2023 and 31
December 2022. On this basis, it is not meaningful to disclose a separate
gearing ratio of the Group or its non-banking businesses.
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1. BOTEIRZEREMREREE (X 1.
ERARSERUAZRERRAENE S

ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES

OF THE GROUP

Gross loans and advances to customers by industry
sector classified according to the usage of loans and

|Avaxiid) analysed by percentage covered by collateral
2023%12A31H 20225 12H31H
At 31 December 2023 At 31 December 2022
BRkEmiEE BREBHEEE
SRR RIRE RARIRDRE
ZB7L ZBRt
% of gross % of gross
loans and loans and
RMEEGERR advances KEBER advances
Outstanding covered by Outstanding covered by
LUBISF oI5 HKS°000 balance collateral balance collateral
AEBERNER Loans for use in Hong Kong
TEER Industrial, commercial and financial
—MEERE - Property development 6,908,262 60.1 5,194,440 63.5
—MEKRE - Property investment 23,767,506 91.4 21,406,840 88.0
— Rt - Financial concerns 3,607,794 14.0 2,564,573 16.0
—RELL - Stockbrokers 1,240,252 46.9 842,926 56.9
—HEETEX - Wholesale and retail trade 4,791,670 88.5 4,825,599 92.7
—BiEH - Manufacturing 1,684,066 67.7 1,954,317 445
—ER BRI - Transport and transport
equipment 2,662,549 80.8 2,247,726 78.2
—B8EE) - Recreational activities 62,840 99.1 79,708 99.8
—EHRE - Information technology 29,760 50.8 22,048 59.8
— A - Others 6,062,815 75.7 6,054,928 80.1
50,817,514 77.1 45,193,105 77.6
A Individuals
—BEIEEBHRES - Loans forthe purchase of flats
2 TRAZE in Home Ownership Scheme,
BRI Private Sector Participation
MEEEHEE Scheme and Tenants
1BFER Purchase Scheme 467,752 99.3 484,470 99.7
—EEHEMATYE - Loans for the purchase of other
B residential properties 34,954,353 99.9 33,911,826 100.0
—ERREM - Credit card advances 3,841,087 - 3,674,222 -
—Hfh - Others 13,530,504 50.4 12,181,304 45.0
52,793,696 79.9 50,251,822 79.3
EEBEANENR Loans for use in Hong Kong 103,611,210 78.5 95,444,927 78.5
B58E (1) Trade finance (Note (1)) 5,624,799 73.1 5,752,611 725
EEBEIMERMEST  Loans for use outside Hong Kong
(3(2) (Note (2)) 33,813,467 56.8 35,332,697 61.4
143,049,476 73.2 136,530,235 73.8
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PR EGRMERBEERTEREH A
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UEkEmEZMEEZER

MEERLUMERNETR BERTEBERERE
BEBLUMERZERM -

Note:

ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES
OF THE GROUP (CONTINUED)

Gross loans and 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.

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 Annual Report 2023

337



338

. ZEBRERERERZ I ()

1. BITEDEZERERKBHEE
& Aﬁﬁﬁﬁ"ﬁ&l—xpx‘?&ﬂinnﬁﬁﬂﬂﬁﬁﬁ

LD PR BRE P BRI

4BFE10%ER L
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I1l. ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES
OF THE GROUP (CONTINUED)

1. Gross loans and 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 loans and advances to customers,
the attributable amount of impaired loans, overdue loans, Stage 3, and
Stage 1 and Stage 2 impairment allowances are as follows:

S EdE
BERER
HBiR3Es PEEE 1R
Gross PRER2
AEER loans and PEER3 AEEE
(P&ER3) advances AE%ER Stage 1and
KEBLELR Impaired overdue Stage 3 Stage 2
2023%12H31H At 31 December 2023 Outstanding loans for over impairment impairment
LOBEEF 5T HKS$’000 balance (Stage 3) 3 months allowances allowances
TEHEFERNER Loans for use in Hong Kong
TRSR Industrial, commercial and financial
—WERE - Property investment 23,767,506 470,739 546,729 31,720 64,506
A Individuals
—BEEMEEME - Loansforthe purchase of
£ other residential properties 34,954,353 170,938 179,532 31,933 27,440
HEEALYMERRER  Loans for use outside Hong Kong 33,813,467 1,269,535 995,898 147,671 149,084
EEVES e
BHREE
BiE3E s PEERLR:
Gross loans PEER2
BEER and PEER3 AELEE
(FEER3) advances E%EE Stage 1 and
REBEE Impaired overdue for Stage3 Stage2
20225 12831H At 31 December 2022 Outstanding loans over3 impairment impairment
LOBIEF o lidm HKS000 balance (Stage3) months allowances allowances
THEFERNER Loans for use in Hong Kong
TEsh Industrial, commercial and financial
—MERE - Property investment 21,406,840 34,299 92,035 2,095 138,453
fEA Individuals
—BEHMEENE - Loans for the purchase of
=6 other residential properties 33,911,826 81,842 92,156 11,350 24,518
EEALUYMERBER  Loans for use outside Hong Kong 35,332,697 1,685,840 1,413,348 618,858 261,878

RITERIERARAT 2023FF4R
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2. HAPEAMEEFEIRE

REEAZER(RTE RE) KRR > LITHF
B REEBEGREZ DD REABZERH T
Bl KRB RRRPAAIZIFRTER SN T4

Bk BEZERERERNUDE » Hoh REEAH
RTREAMIRTIE AR T2 PEIKREES

I1l. ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES
OF THE GROUP (CONTINUED)

2. 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

HYEREE © only.
BESERN BEAGERI
HYEREE HYEREE HEERER
20234 2023 On-balance Off-balance Total
LGB T (i HKS’000 sheet exposure sheet exposure exposures
1 PSRBT - RREFEARE 1. Central government, central government
ERENBASNEGE AR - owned entities and their subsidiaries
(US=IACIN) and joint ventures (“JVs”) 5,335,030 - 5,335,030
2. MAE > #A TR 2. Local governments,
BRARBABSMEEAE local government-owned entities and
their subsidiaries and JVs 767,841 599,965 1,367,806
3. BEEFENMZBREEF 3. PRC nationals residing in Mainland
B Pyt R 1T IV E R e China or other entities incorporated in
B ARMEE AT Mainland China and their subsidiaries
and JVs 9,281,772 1,578,580 10,860,352
4 REFELIME—BERZFTR 4. Other entities of central government not
BRI EL At A2 reported in item 1 above 4,812,981 69,574 4,882,555
5. REELIE B2z #A 5. Other entities of local governments not
BTV E %12 reported in item 2 above 760,676 135,329 896,005
6. BEETEIAMMUINZER 6. PRC nationals residing outside Mainland
B aaaalEia il N AA ] China or entities incorporated outside
1% M R ERRREIR Mainland China where the credits are
A granted for use in Mainland China 9,777,277 274,183 10,051,460
7. B ZHF o EEREEIRARIE 7. Other counterparties where the exposures
HOEAEIERITERAN are considered to be non-bank
BB Mainland China exposures 475,299 344 475,643
31,210,876 2,657,975 33,868,851
RIRIT R EL PR THIB/AB Total assets of DSB and its Mainland
2 BER 2 EESS subsidiary bank after provision 242,059,031
BEEBERNVGFEEGEESST On-balance sheet exposures as percentage
Bttt of total assets 12.89%

5 FHEmRESEE P ERY
(e

REMHERR

Note: The balances of exposures reported above include gross advances and

other balances of claims on the customers.
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. ZEEEERFTEEZZEIN R (GE) 11l. ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES
OF THE GROUP (CONTINUED)

2. HPBEKPEEFVEREE(B) 2. Mainland activities exposures (Continued)
BESBERN BEE/RS
HYEREE HYBRRE HBERER
20224 2022 On-balance Off-balance Total
LGB T o i8R HKS°000 sheet exposure sheet exposure exposures
1. ShIREBT - hRBFFHEAME 1. Central government, central government
BREWBABNEE AT - owned entities and their subsidiaries
and JVs 7,328,050 106,667 7,434,717
2. BT 0 A BRI 2. Local governments,
BREWBABNEE AT local government-owned entities and
their subsidiaries and JVs 631,492 592,303 1,223,795
3. BAEFENMZBEIRFAZSE 3. PRC nationals residing in Mainland
B Pyt pE 1L YL S R China or other entities incorporated in
B ABEMEEAE Mainland China and their subsidiaries
and JVs 10,500,933 1,932,334 12,433,267
4. REELIE—TBE| PR 4. Other entities of central government not
BRI E i reported in item 1 above 3,753,802 71,984 3,825,786
5. REELIETIBE|/ M 5. Other entities of local governments not
BUTRE i reported in item 2 above 943,649 170,022 1,113,671

6. BETEREAHIINZER 6. PRC nationals residing outside Mainland

ST AR E P I AR AT B China or entities incorporated outside

1 M RINETR PR Mainland China where the credits are

B A granted for use in Mainland China 11,535,421 593,574 12,128,995
7. EMRGHF o ERREEIARIE 7. Other counterparties where the exposures

HRBEAREIERITEERD are considered to be non-bank

AA

ERRE Mainland China exposures 440,041 - 440,041

35,133,388 3,466,884 38,600,272

AR TR EL PR THIEB/AE) Total assets of DSB and its Mainland
ZiEEEzEESS subsidiary bank after provision 237,109,784

EEBBERANHELBESST On-balance sheet exposures as percentage
Bt of total assets 14.82%

340 KERERBRAR 2023FFK



. ZEBRERERERZEINIH (48)

3. BEESTZEREMKRBREERE
HAER

%)5%f?’x&ﬁ%’xZ@i@ZﬁffﬁEﬁ}fée%ﬁéﬂﬁﬁ@%
B2 XZHFRAEMDE - —KRME > BEWN
FUERA EERZHFARZ &5 }_LB 51
W -

TERBEFFERKBRMRE - HETRERKLR
R (PEER3) ~ ﬁ%%ﬁié%ﬂ&% - PRER3 ~ Kl
BRI PER2BEREFEIZRI DT ©

I1l. ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES
OF THE GROUP (CONTINUED)

3. Analysis of gross loans and advances to customers and
overdue loans by geographical area

Loans and 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 loans and advances to customers,
impaired loans and advances to customers (Stage 3), overdue loans and
advances to customers, Stage 3, and Stage 1 and Stage 2 impairment

allowances by geographical area.

EEREM
ERER KREM(EER3) AHEFER PRER1 R ER2
REBHBE Impaired REBH PakR3 HE%R
Gross loans loans and Overdue EEE Stage 1
and advances to loans and Stage 3 and Stage 2
2023%12H31H At 31 December 2023 advances to customers advances to impairment impairment
LOBEEF 5T HKS$’000 customers (Stage 3) customers allowances allowances
&5 Hong Kong 119,759,434 2,259,148 1,771,878 422,162 552,353
HEP Mainland China 7,546,867 334,757 205,675 27,347 46,698
P Macau 14,012,453 185,656 185,656 35,746 19,272
Eith Others 1,730,722 - 4,380 - 9,678
143,049,476 2,779,561 2,167,589 485,255 628,001

BEZRER
ER E?X KBH (R BRREX PEER LR PRER 2
REBHHEE Impaired KEBH PEER3 REERE
Gross loans loans and Overdue BEZEE Stage 1
and advances to loans and Stage 3 and Stage 2
2022128314 At 31 December 2022 advances to customers advancesto impairment impairment
LOBIEFolidm HKS000 customers (Stage 3) customers allowances allowances
B8 Hong Kong 115,359,550 1,605,378 1,084,661 538,724 682,729
R Mainland China 6,387,927 688,723 525,772 259,363 36,674
il Macau 13,466,251 244911 244,911 88,966 20,320
H Others 1,316,507 - - - 9,626
136,530,235 2,539,012 1,855,344 887,053 749,349
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I1l. ADDITIONAL ANALYSIS ON CLAIMS AND EXPOSURES
OF THE GROUP (CONTINUED)

4. 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.
JESRATRAATSE
Non-bank private sector
JESRAT
SRS JEER
B iiE Non-bank YN
2023128310 At 31 December 2023 BT Official financial  Non-financial [k
BEAT In millions of HKS$ Banks sector institutions  private sector Total claims
BEERD Offshore centres 5,913 8,819 7,129 158,640 180,501
—H &E - of which: Hong Kong 5,197 7,109 6,728 142,097 161,131
FEPGAR Developing Asia and Pacific 25,060 1,271 3,173 16,882 46,386
—Hr  ERH - of which: Mainland China 15,920 1,100 3,016 11,550 31,586
FERITRAANRE
Non-bank private sector
JE8RIT
R JeER
EAKE Non-bank YN 77
20225128310 At 31 December 2022 RIT Official financial  Non-financial Bz
BEAT In millions of HK$ Banks sector institutions  private sector Total claims
BRI Offshore centres 6,660 8,643 5,483 152,869 173,655
—HEh &A - of which: Hong Kong 5,822 7,398 5,399 137,402 156,021
BRPLAE Developing Asia and Pacific 27,231 1,094 1,375 17,580 47,280
—Hrh : ARER - of which: Mainland China 19,734 949 1,106 12,901 34,690
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF DAH SING FINANCIAL HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)
OPINION

What we have audited

The consolidated financial statements of Dah Sing Financial Holdings
Limited (the “Company”) and its subsidiaries (the “Group”), which are

set out on pages 113 to 329, comprise:

. the consolidated statement of financial position as at 31
December 2023;

. the consolidated income statement for the year then ended;

. the consolidated statement of comprehensive income for the

year then ended;

. the consolidated statement of changes in equity for the year then
ended;

. the consolidated statement of cash flows for the year then ended;
and

. the notes to the consolidated financial statements, comprising

material accounting policy information and other explanatory
information.

Our opinion

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2023, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”)
and have been properly prepared in compliance with the Hong Kong
Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the HKICPA. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our
report.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the HKICPA’s
Code of Ethics for Professional Accountants (“the Code”), and we have

fulfilled our other ethical responsibilities in accordance with the Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Key audit matters identified in our audit are summarised as follows:

. Impairment allowances (“ECL”) on advances to customers

. Recoverable amount of the investment in an associate, Bank of
Chongging (“BOCQ”)

. Information Technology - Implementation of the new core

banking system
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KEY AUDIT MATTERS (CONTINUED)

Key Audit Matter

How our audit addressed the Key Audit Matter

Impairment allowances (“ECL”) on advances to customers

Refer to notes 4(a) and 22 to the consolidated
financial statements.

As at 31 December 2023, the Group recorded
impairment allowances of HKS$1,113,256
thousand in respect of its advances to
customers.

The determination of the impairment
allowances involves complex methodologies
and significant management judgement.
During the year, the uncertainties in
economic environments in Hong Kong and
Mainland China, including but not limited to
the dynamic situation in the China real estate
sector, have continued to impact the inherent
risk and estimation uncertainty involved in
estimating impairment allowances.

Key judgements and estimates in respect of
the measurement of ECL include:

+  Segmentation of portfolios based on
credit risk characteristics, selection of
appropriate model methodologies and
determination of key measurement
parameters and assumptions;

+  Criteria for determining whether or not
there was a significant increase in credit
risk (“SICR”), or a default;

+  Determination of macro-economic
forecasts, and the application of
economic scenarios and weightings;
and

+  The estimated future cash flows for
loans and advances to customers in
Stage 3.

Impairment allowances on advances to
customers is an audit focus due to the
high inherent risk given the uncertainty of
estimates, adoption of complex models,
involvement of significant management
judgements and assumptions.

We understood and evaluated management’s
internal controls for the measurement of impairment
allowances on advances to customers.

We assessed the inherent risk of material
misstatement by considering the degree of estimation
uncertainty and level of other inherent risk factors
such as the complexity of estimation models used, the
subjectivity of significant management judgements
and assumptions, and susceptibility to management
bias.

We have performed the following procedures:

+  We tested controls over selection of ECL
model methodologies and segmentation of
portfolios, determination and approval of key
measurement parameters and assumptions
such as staging, macro-economic forecasts and
their related probability weightings;

+ Weinvolved our credit risk experts in evaluating
the model methodologies for ECL measurement
including segmentation of portfolios, key
measurement parameters and assumptions;

+  We tested controls over timely identification,
assessment and reporting of credit-impaired
advances to customers;

+ 0Onasampling basis, we assessed the
appropriateness of the internal credit ratings,
management’s judgements used in determining
significant increases in credit risk and
identification of credit-impaired advances to
customers based on the borrowers’ financial and
non-financial information and other evidence
provided by management;

+  We evaluated management’s selection of
macro-economic forecasts, economic scenarios
and weightings assigned. We assessed the
reasonableness of the macro-economic
forecasts by comparing them to available public
information, and other current macro-economic
conditions; and

Dah Sing Financial Holdings Limited Annual Report 2023

345



FAfREtH1E () KEY AUDIT MATTERS (CONTINUED)

e E L R s A Key Audit Matter How our audit addressed the Key Audit Matter
BREH GRS (FEREE) () Impairment allowances (“ECL”) on advances to customers (Continued)
o BEHETHECEBRERRERNE + We tested controls over estimated future cash
RIS BN RS G5 B RN flows and calculation of present values with
125 o U RN E=BENERER respect to advances to customers in Stage
B BFE T R REAHE 3. For a sample of advances to customers in
R S s Stage 3, we assessed the reasonableness of key
B fInHaiER AR management judgements and estimates used
FRRERE  AAREE DRE in the ECL calculation such as estimated future
BREEMESHEE o cash flow from borrowers, collateral valuations,

range of scenarios and scenarios weightings.

EREMAMATNES  CERNEEE Based on the procedures performed, we considered
Ny RERET A RRERRANAE that the models, significant judgements and
PAREY  EXHEARIRERSY - assumptions, as well as key parameters used by

management in measuring impairment allowances on
advances to customers were supported by available
evidence.
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KEY AUDIT MATTERS (CONTINUED)

Key Audit Matter

How our audit addressed the Key Audit Matter

Recoverable amount of the investment in an associate, Bank of Chongging (“B0CQ”)

Refer to notes 4(d) and 25 to the consolidated
financial statements.

The Group’s investment in BOCQ is accounted
for as an associate, using the equity method.
The Group recorded net investment in BOCQ of
HK$2,215,131 thousand at 31 December 2023, after
making a cumulative provision for impairment of
HK$5,227,000 thousand as at year end. The provision
for impairment charged to the consolidated income
statement for the year ended 31 December 2023 was
HK9552,000 thousand.

The gross carrying amount of the investment (prior
to impairment allowances) was higher than the
market value of BOCQ as at 31 December 2023. This is
considered as an indicator of impairment. Therefore,
management performed an impairment assessment
and concluded that the recoverable amount of the
investment in BOCQ was lower than its gross carrying
amount, leading to an impairment allowance. The
recoverable amount was measured as value-in-use
(“VIU) estimate calculated by discounted cash flow
model.

The recoverable amount of the investment in
BOCQ is an audit focus as it is subject to a high
degree of estimation uncertainty, particularly in
estimating net profit growth rates, dividend pay-
out ratio and the estimated disposal proceeds of
BOCQ and in determining the discount rate. The
inherent risk is considered significant due to the
subjectivity involved in management judgements
and assumptions used in developing the estimate.

We understood and evaluated management’s interal controls
for the measurement of recoverable amount of the investment
inBOCQ

We assessed the inherent risk of material misstatement
by considering the degree of estimation uncertainty and
level of other inherent risk factors such as the complexity
of estimation models used, the subjectivity of significant
management judgements and assumptions, and susceptibility
to management bias.

We have performed the following procedures:

We involved internal valuation experts in assessing the
appropriateness of the valuation models used by the
management and the mathematical accuracy of the
calculations;

We evaluated the reasonableness of key assumptions
and inputs including discount rate, net profit growth
rates, dividend pay-out ratio and estimated disposal
proceeds used by the management based on relevant
supporting evidence and our knowledge of the business
and industry;

We developed our range of VIU estimates with the
support of internal valuation experts, by using
independent inputs and assumptions, and compared
these with management’s estimates; and

We discussed with management, obtained
representations from the management and obtained
evidence to corroborate the key assumptions used were
consistent with information currently available to the
Group.

Based on the procedures performed, we considered that the
assumptions and inputs used in the impairment assessment of
the investment in BOCQ to be reasonable.
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KEY AUDIT MATTERS (CONTINUED)

Key Audit Matter

How our audit addressed the Key Audit Matter

Information Technology - Implementation of the new core banking system

In April 2023, the Group implemented a new core
banking system (the “new core system”) which
replaced the existing core banking systems. The new
core system supports the Group’s Corporate Banking
and Retail Banking business operations, such as the
opening of customer accounts and the processing of
various customer transactions.

The new core system is used in the calculations of
interest income, interest expense, fee income and fee
expense, and the generation of key system reports
relevant to our audit. The implementation of the
new core system involved interfaces of the new core
system with other systems in scope of our audit, as
well as the migration of financial and non-financial
data from the existing core banking systems to the
new core system. Therefore, the implementation of
the new core system is an audit focus.

We understood and evaluated management’s internal controls
over the implementation of the new core system.

We have performed the following procedures:

We evaluated management’s testing of the new system
functionalities involved in the calculations of interest
income, interest expense, fee income and fee expense,
the generation of key system reports and the interfaces
of the new core system with other in-scope systems,
by reviewing the user acceptance test results and
management approval and sign off,

We tested management’s controls over the validation
of the completeness and accuracy of the financial data
migrated from the existing core banking systems to the
new core system,;

We tested the reconciliation of financial data between
the new core system and the existing core banking
systems as at the implementation date of the new core
system; and

We performed testing over the system functionalities
mentioned above.

Based on the procedures performed over the implementation
of the new core system, we did not identify any matter which
may impact our reliance on the new core system.
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OTHER INFORMATION

The directors of the Company are responsible for the other information.
The other information comprises all of the information included in the
annual report other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover
the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the Hong Kong
Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, the directors are
responsible for assessing the Group’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group’s financial

reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you,
as a body, in accordance with Section 405 of the Hong Kong Companies
Ordinance, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with HKSAs will
always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgment and maintain professional scepticism throughout the audit.
We also:

. Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of
internal control.

. Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.



A B RS MBRR]AENSE

(%)

- HEFRARECEEHERNISEEFD
ihm o IRIBPTERBESHESE - HERTSF
FRFBRNFENAEFNERTHEENL > %M
FJREERY BEENFECEENELSE
REESE - MRBFEESFEERTHEE -
RIE U EEREEMR S PRAEREIRR
B BHRETRERIME - REARBIKE
TR IRMEEERIFERBRER - M
RS BN MRS B L PRES RISt
B8 o A RRFEAIBERAILER &

EETRERELE -

. SHBAR B IRERERSHRS I « S
WE » BIERKEE » LR AU HREARD T
BRMRZZMER o

. T EEENERNEREIPNVHEEE
WRR ~ BEMNBEE » UEHEEMT
BREXER - RfIBE SEEEHHS
B EEMRT - ZFISAEFARRAESY
Bffe

FREMEIRS > RABESFHZEGBE T8
BTEE - BEZH - EXES RS > QFR
FITERE ST A BRI R E R BRERR o

RPERSBAEZETRREH  RARMAERNS
BB REREEERER  LEMFIEE
BRIt ERRB AR ERFIBILMENFTER
HIEMEIE > WREERHNIBERT - ALUHR
BB E LR BT EN SRR BB SEHE IR o

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

. Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
Group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in
the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to
cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

. Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for
our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence,
and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where
applicable, actions taken to eliminate threats or safeguards applied.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Lam Hung.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 28 March 2024
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