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2019 INTERIM RESULTS

RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2019

HIGHLIGHTS

‧ Operating profit after impairment allowances amounted to HK$1,069 million, representing an 
improvement of 6.4% from the corresponding period in 2018. Net interest income at HK$1,545 
million was 13.6% higher than same period last year. Net interest margin at 1.59%, 13 basis points 
less than the corresponding period in previous year.

‧ Profit attributable to equity owners amounted to HK$905 million, representing an increase of 5.9% 
from the corresponding period in 2018.

‧ Return on shareholders’ equity of 7.96% (10.10% in 2018) and earnings per share of HK$0.85 
(HK$1.19 in 2018).

‧ Total capital ratio of 17.76%, Tier 1 capital ratio of 14.31% and Common Equity Tier 1 capital ratio 
of 12.70% as of 30 June 2019 (Total capital ratio of 19.01%, Tier 1 capital ratio of 15.19% and 
Common Equity Tier 1 capital ratio of 13.44% as of 31 December 2018).

‧ The Bank’s core business lines, financial position and asset quality are strong, non-performing loan 
ratio remains low. Capital adequacy ratio and liquidity maintenance ratio are above the relevant 
statutory requirements.

‧ An interim cash dividend of HK$0.17 per share is declared for the six months ended 30 June 2019 
(2018 interim cash dividend: HK$0.17 per share).

The board of directors (the “Board”) of Chong Hing Bank Limited (the “Bank”) is pleased to announce 
the unaudited consolidated results of the Bank and its subsidiaries (the “Group”) for the six months 
ended 30 June 2019, together with the comparative figures for the corresponding period last year. The 
financial information in this announcement is extracted from the interim financial information for the six 
months ended 30 June 2019. The interim financial information has been reviewed by the Bank’s Audit 
Committee.
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CHAIRMAN’S STATEMENT

In the first half of 2019, facing complex and critical external economic changes, Chong Hing Bank 
Limited (the “Bank” or “Chong Hing Bank”) continued to make persistent efforts to meet challenges. 
The Bank steadily promoted its core businesses and managed to achieve a satisfactory performance by 
steadfastly implementing its five-year strategic plan, strengthening risk prevention and controls, and 
deepening its reform and innovation.

I am pleased to announce that, in the first half of 2019, Chong Hing Bank achieved stable growth in 
its core businesses, maintained sound asset quality, and increased profitability. Operating profit after 
impairment allowances amounted to HK$1,069 million. Profit attributable to equity owners amounted to 
HK$905 million, an improvement of 5.9% from the same period of last year, and earnings per share were 
HK$0.85. To properly balance the sharing of success with preserving capital for future growth, the Board 
has declared the payment of an interim cash dividend of HK$0.17 per share for the six months ended 30 
June 2019. The dividend payout for the period as a percentage of the profit attributable to equity owners, 
less distribution paid on the additional equity instruments, will be 20.01% (2018 (restated): 21.44%).

The major financial ratios for the first half of 2019 are as follows:

‧ Return on shareholders’ equity: 7.96% (annualised)

‧ Average liquidity maintenance ratio: 46.00%

‧ Total capital ratio: 17.76% as of 30 June 2019

‧ Tier 1 capital ratio: 14.31% as of 30 June 2019

‧ Loan to deposit ratio: 71.17% as of 30 June 2019

Downward pressure on the global economy strengthened as a result of the increasingly unstable and 
uncertain international circumstances, the continuous Sino-US trade dispute and the presence of 
unilateralism and protectionism. China’s economy has operated steadily within a reasonable range 
this year. Meanwhile, China has also shown a clear commitment to its active integration in the world 
through firmly promoting reform and opening up and accelerating the pace of opening up the financial 
industry. As the most open and freest economy in the world, Hong Kong has played an active role as an 
international financial centre, becoming a bridgehead in the two-way opening for national finance. It is 
believed that Hong Kong will further extend its international experience of finance to the Mainland while 
grasping the opportunities for development there.
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China’s official announcement of the “Outline Development Plan for the Guangdong-Hong Kong-Macao 
Greater Bay Area” marks the construction of the Guangdong-Hong Kong-Macao Greater Bay Area 
entering crucial and comprehensive phase, and as a result the financial cooperation between Guangdong, 
Hong Kong and Macau will become even closer. As a core member of the financial sector of the Yuexiu 
Group, Chong Hing Bank will seize the opportunities offered for cross-border financial business brought 
about by the national policy, fully capitalising on Hong Kong’s function as an international financial hub 
and taking advantage of the resources of the Guangzhou-based Yuexiu Group. The Bank will proactively 
strengthen the regional synergies between Guangdong and Hong Kong, deepening and expanding 
the business in the Greater Bay Area. The Bank will create distinctive and differentiated cross-border 
financial services and products and take firm steps towards realising its corporate vision of becoming “an 
integrated commercial bank with cross-border expertise”.

For the journey to development of the Greater Bay Area, technological innovation is one of the most 
important engines. With the combination of financial and technological advances, the market demand for 
Fintech will become even greater. Therefore, Chong Hing Bank started its planning early and focused on 
strengthening its “Finance + Technology” project and setting up its digital banking transformation teams 
in Hong Kong and Shenzhen. By capitalising on its experience with in state-of-the-art technology and 
abundant resources of technological talents, these initiatives will provide strong support for Chong Hing 
Bank to develop Fintech. During the period, the Bank continued to improve its online and mobile banking 
services as well as provide other new functions to enhance the customer experience and gain a new edge 
for the Bank in the era of digital competition.

In the second half of 2019, many challenges affected the global economy and the Hong Kong banking 
industry faced increasing pressure on its business environment. But challenges also brought about 
opportunities. Chong Hing Bank will further enhance its risk management, adhere to its positioning as 
a provider of “cross-border expertise” and launch innovative financial products and services to meet the 
challenges of the rapidly changing market. Meanwhile, the Bank will continue to drive the expansion 
of its network in the Mainland, advance the preparatory work for its Shanghai Branch and other sub-
branches, reinforcing its presence in the Mainland market and thereby creating favourable conditions for 
establishing a Mainland-incorporated bank.

Finally, I would like to express my heartfelt gratitude to all the Directors for their valuable guidance, to 
the management team and the entire Bank staff for their dedication amid the challenging environment, 
and to our shareholders, customers and business partners for their long-term support. Guided by the core 
values of “Exceed Excel”, Chong Hing Bank will forge ahead with a firm commitment to completing with 
success its various tasks in the second half of 2019, creating greater value for its shareholders.

Zhang Zhaoxing
Chairman

Hong Kong, 22 August 2019
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CHIEF EXECUTIVE’S STATEMENT

ECONOMIC ENVIRONMENT

The global economy started 2019 with a challenging prospect. Major economies slowed down overall in 
the first half of the year. The US second-quarter Gross Domestic Product (GDP) increased by 2.3% year-
on-year. The US Federal Reserve announced a rate cut of 0.25% after the meeting of the Federal Open 
Market Committee on 31 July, the first rate cut since 2008. This was in line with market expectations. 
Uncertainties about the prospects of the Sino-US trade negotiations continued to impact the global 
economy and the financial markets. Major economies in the Eurozone all faced downward pressure, with 
a year-on-year increase of 1.1% in the second-quarter GDP.

Under these complicated and critical domestic and foreign economic circumstances, the economy in 
Mainland China maintained an overall stable and positive growth trend with GDP growth of 6.3% year-
on-year for the first half as a result of a series of fiscal and monetary policies. The Mainland will continue 
to maintain a stable monetary policy to keep reasonable and adequate liquidity while promoting the 
opening-up of the finance sector to preserve the basic stability of the RMB exchange rate at a balance 
level. The economy of the cities where Chong Hing Bank operates its main businesses continued to be on 
the ascending trend. Guangzhou kept accumulating new driving forces, with GDP growth of 7.1% year-
on-year for the first half of the year, while Shenzhen, driven by investments and consumption growth, 
recorded a GDP increase of 7.4% year-on-year for the first half of the year. The exchange rate of RMB 
fell after rising due to developments in the Sino-US trade negotiations, with the onshore price (CNY) of 
RMB increasing by 0.14% and the offshore price (CNH) of RMB slightly decreasing by 0.06% in the first 
half of the year.

Hong Kong’s economic growth slowed down due to the weak global economy and unfavourable external 
factors, with the GDP of the first half of this year growing by 0.5% year-on-year. As for foreign trade, 
the total exports of goods and of services came under pressure, in the second quarter decreasing by 5.6% 
and slightly decreasing by 0.2% year-on-year respectively. Private consumption expenditure and overall 
investment expenditure were weak, in the second quarter slightly increasing by 1.1% and significantly 
decreasing by 11.6% year-on-year respectively. Only employment and income conditions remained 
favourable, with the unemployment rate recording 2.8% in the second quarter. In the property market, 
the private residential price index regained its upward trend in 2019. It rose more than 10% over the first 
five months and began to fall back in June. Hong Kong stocks repeatedly fluctuated in the first half of the 
year, with the Hang Seng Index rebounding from the low level at the beginning of the year. It returned 
to 30,000 points in April, but adjusted significantly as a result of the renewed Sino-US trade negotiations 
in May, finally closing at 28,542 points on the last trading day of the first half of the year, with an 
accumulated increase of 10.4% for the first half.
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RESULTS ANNOUNCEMENT AND PROFIT ANALYSIS

The results for the six months ended 30 June 2019 of the Bank, on an unaudited and consolidated basis, 
are summarised below:

Key Financial Data

Six months ended 30 June
2019 2018

HK$’000 HK$’000 Variance
(Unaudited) (Unaudited)          

1. Operating profit after impairment allowances 1,069,323 1,005,331 +6.37%
2. Profit attributable to equity owners 904,595 854,154 +5.91%
3. Net interest income 1,544,675 1,360,384 +13.55%
4. Net fee and commission income 173,077 226,230 -23.50%
5. Net income from trading and investments 122,211 108,400 +12.74%
6. Other operating income 82,458 75,660 +8.98%
7. Operating expenses 756,518 725,389 +4.29%
8. Net impairment losses on financial assets 96,580 39,954 +141.73%     

As of
30 June 

2019

As of
31 December 

2018
HK$’000 HK$’000 Variance

(Unaudited)          
9. Loans and advances to customers 109,367,885 101,825,227 +7.41%
10. Deposits from customers 147,378,064 143,690,294 +2.57%
11. Investment in securities 53,467,366 46,986,126 +13.79%
12. Total assets 202,926,879 190,575,638 +6.48%     

Six months ended 30 June
2019 2018 Variance

(Unaudited) (Unaudited) (Note (3))          
13. Return on shareholders' equity (Note (1)) 7.96% 10.10% -2.14 p.p

(annualised) (annualised)
14. Earnings per share (Note (2)) HK$0.85 HK$1.19 -28.57%
15. Net interest margin 1.59% 1.72% -0.13 p.p
16. Cost to income ratio 39.35% 40.97% -1.62 p.p
17. Average liquidy maintenance ratio 46.00% 43.58% +2.42 p.p     
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As of
30 June 

2019

As of
31 December 

2018 Variance
(Unaudited)          

18 Non-performing loan ratio 0.47% 0.35% +0.12 p.p
19. Loan to deposit ratio 71.17% 67.95% +3.22 p.p
20. Net assets value per share 

 (excluding additional equity 
 instruments and before the interim dividend) HK$21.47 HK$20.80 +3.22%

21. Total capital ratio 17.76% 19.01% -1.25 p.p
22. Tier 1 capital ratio 14.31% 15.19% -0.88 p.p
23. Common Equity Tier 1 capital ratio 12.70% 13.44% -0.74 p.p

Notes:

(1) Return on shareholders’ equity took into consideration the coupon of the additional equity instruments relevant for the 
period.

(2) Earnings per share were calculated after deducting the distribution paid on the additional equity instruments for the 
period.

(3) pp means percentage point.

ANALYSIS OF KEY FINANCIAL DATA

For the first half of 2019, on an unaudited and consolidated basis, the profit attributable to equity owners 
of the Bank amounted to HK$905 million, representing an increase of 5.9% over the corresponding 
period in 2018, while the operating profit after impairment allowances amounted to HK$1,069 million, 
representing an improvement of 6.4% as compared to the corresponding period in 2018. The increase 
in consolidated profit for the period was mainly attributable to an increased net interest income and net 
income from trading and investments as well as effective control over costs.

Net interest income at HK$1,545 million was 13.6% higher than in the same period last year, which was 
achieved mainly through the growth of loans and advances. Net interest margin at 1.59% was 13 basis 
points less than the corresponding period in the previous year.

Net fee and commission income decreased by 23.5% to HK$173 million, which was mainly attributable 
to fewer securities dealings and income from agency services.

Foreign exchange and other treasury customer activities reported considerable growth. Net income from 
trading and investments recorded a gain of HK$122 million, which was mainly due to trading income and 
foreign currency transactions with customers.

The Bank prudently managed costs and strived for efficiency gains and at the same time invested in 
talents and systems to support business growth and expansion into the Mainland.
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As of 30 June 2019, total loans and advances to customers had increased by 7.4% to HK$109.4 billion 
when compared to the position as of 31 December 2018, with noticeable growth in term loans and 
installment loans. With excellent performance of the business units and careful management of the 
exposure to credit risk, the asset quality of loans and advances remained sound.

As for the deposit, total customer deposits as of 30 June 2019 had increased by 2.6% to HK$147.4 billion 
when compared to the position as of 31 December 2018. The Bank continued to maintain a stable deposit 
base, allowing the Bank to balance loan growth as well as wealth management and cross-border financial 
business needs.

Total assets for the period increased by 6.5% to HK$202.9 billion. As of 30 June 2019, 82.3% of the 
Bank’s assets were based in Hong Kong.

As a result of proactive management of assets and liabilities, the Bank raised the level of loan to deposit 
ratio from 67.95% in December 2018 to 71.17% in June 2019, while keeping a prudent level of liquidity 
maintenance ratio with an average of 46.00% in the first half of 2019.

Total capital ratio decreased from 19.01% in December 2018 to 17.76% in June 2019; the Tier 1 capital 
ratio was at 14.31% and the Common Equity Tier 1 capital ratio was at 12.70%.

Overall, the Bank’s core businesses, financial position and asset quality are strong, while the non-
performing loan ratio remains low. The capital adequacy ratio and liquidity maintenance ratio are above 
the relevant statutory requirements.

INTERIM DIVIDEND

To properly balance the sharing of success and preserving capital for future growth, the Board has 
declared the payment of an interim cash dividend for 2019 of HK$0.17 per share, payable on Friday, 
11 October 2019 to the shareholders whose names appear on the register of members of the Bank on 
Thursday, 3 October 2019 (2018 interim cash dividend: HK$0.17 per share paid on 9 October 2018).

SUCCESSFUL ISSUANCE OF US$400 MILLION ADDITIONAL TIER 1 CAPITAL 

SECURITIES

Chong Hing Bank successfully issued US$400 million 5.7% Undated Non-Cumulative Subordinated 
Additional Tier 1 Capital Securities (the “Securities”) on 15 July 2019, which was completed under the 
US$2 billion Medium Term Note and Perpetual Capital Securities Programme of the Bank. The Securities 
are qualified as Basel III-compliant additional tier 1 capital. The proceeds from the offering will enable 
the Bank to strengthen its capital base and will be used for its corporate operating and business growth to 
support the implementation of its strategic plans for the Bank.



– 9 –

The aggregate principal amount of the Securities is US$400 million, which includes the subscription by 
Yuexiu Group, the Bank’s major shareholder, for up to US$20 million of the Securities. It demonstrates 
the confidence of the Bank’s major shareholder in the future development and growth of the Bank. The 
offering received very positive feedback and drew a total orderbook of US$2.9 billion, representing an 
oversubscription of 7.5 times. Once again, the Bank achieved success on its securities offering in the 
international capital market, after its issuance of additional tier 1 capital securities in 2014, indicating the 
capital market’s high recognition of the Yuexiu Group and Chong Hing Bank’s growth prospects.

BUSINESS REVIEW

Corporate Banking

The Bank provides a full range of banking products and professional services for its corporate customers 
in Hong Kong and the Mainland. The Bank also leverages on its competitive edge in network interaction 
between Hong Kong and the Mainland, providing a variety of cross-border financial products and services 
to accommodate customers’ funding requirements in the Greater Bay Area. It also effectively manages 
their interest rate and exchange risks through its treasury product portfolio.

The Bank pays constant attention to the needs of customers. In close collaboration with units across its 
business operation, the Bank supports corporate customers with value-added services such as employee 
banking, MPF and wealth management, aiming to provide a one-stop banking services platform. In 
addition to its participation in the “SME Loan Guarantee Scheme” of the HKSAR Government, the Bank 
whole-heartedly supports the “SME Financing Guarantee Scheme” offered by HKMC Insurance Limited.

During the period, the Bank’s syndicated loan business flourished, with a total of ten completed 
syndicated loans. The Bank successfully concluded four mandated lead and book running transactions, 
doubling the number of deals achieved in the same period last year, and attaining the highest deal count 
thus far since the establishment of the syndicated loan business franchise in 2017. Furthermore, the Bank 
proactively enhanced the quality of the loan asset portfolio and improved relevant returns via secondary 
market transactions.

For the first half of 2019, the Bank’s net interest income and non-interest income from corporate banking 
both recorded steady growth as compared with the same period of the previous year.
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Personal Banking

Based on providing a wide range of personal wealth management services to its clients, our personal 
banking team actively maintains a close relationship with existing customers and continuously reaches 
out to wealth management customers, while extending product range and uplifting overall service quality. 
During the period, the Bank set up a dedicated team to provide quality commercial banking services with 
cross-border expertise for customers in the Greater Bay Area.

In the first half of 2019, the personal banking business continued to record steady growth.

‧ For the deposit and loan businesses, the Bank introduced preferential interest rate offers for different 
deposit tenors in response to market and customer needs and also launched promotional offers for 
foreign currency exchange and foreign exchange forward contracts. The Bank attracted deposits and 
promoted cross-selling to improve its revenue structure. Meanwhile, the Bank actively optimised 
existing loan portfolios under the requirement of preserving the quality of loan business.

‧ For the credit card business, in addition to the traditional business, the Bank actively developed an 
all-in-one payment solution and launched mobile payment services to improve convenience for both 
customers and merchants.

‧ To meet the market demand for digital financing and to enhance operating efficiency, the Bank 
further expanded electronic distribution channels. The number of fund subscription transactions 
carried out by online and mobile banking, compared with the total number of fund transactions, 
increased to more than 50% in June of this year following the launch in the fourth quarter of last year. 
In addition to optimising existing life insurance services, the Bank offered “Premium Financing” and 
“Policy Financing” to increase customer’s financial flexibility.

‧ The Bank proactively acquired wealth management customers and premium and private banking 
customers. Through customer segment management, we provided a highly flexible wealth 
management platform as well as personalised financial solutions. For the period, overall non-interest 
income contributed by premium and private banking increased by more than 200% when compared 
with the same period of last year.

Financial Markets Business

The Bank is committed to developing its financial markets business and has seen significant growth in 
areas such as treasury, product development and customer business. The Bank established its trading 
business, enhanced its ability to provide quotations within the risk limit and expanded its market share, 
thereby continuing to increase revenue in recent years.

With regard to the treasury business, the Bank aims at optimising the balance sheet by effectively 
applying a variety of financial instruments while complying with established risk appetite, risk limits 
and ensuring a safe liquidity level. The Bank continued to focus on fine-tuning its investment strategy to 
enhance its asset quality.
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The Bank has been progressively completing the building of its product and marketing team, which 
comprises personnel with substantial financial market experience. Meanwhile, the Bank actively enriches 
its financial products and offers appropriate advice and services to suit the needs of different types of 
corporate and personal customers, thereby increasing its market competitiveness and fee income.

Mainland Operations

In the first half of 2019, the Bank’s branches and sub-branches in the Mainland remained in good shape as 
a whole as a result of a series of measures. These included effectively handling the complicated changes 
arising from the external environment, achieving steady growth in business scale and continuously 
improving operating efficiency as well as our excellent asset quality. Apart from gradually diversifying 
their product offering, the Bank’s branches and sub-branches constantly consolidated their customer base 
and effectively strengthened risk management and control.

The Bank continued to receive support from the municipal governments of Guangzhou and Hengqin 
through fiscal deposits as the Bank further consolidated and strengthened its institutional business.

To support the national Greater Bay Area development strategy, the Bank enhanced a variety of 
businesses such as cross-border settlement services and financing activities in the Mainland. The Bank 
also successfully carried out many cross-border financing businesses by capitalising on the policies of 
pilot free trade zones in Guangdong, thereby fully displaying the advantages of cross-border collaboration 
for the Bank.

Taking the actual needs of customers as a starting point, the Bank’s branches and sub-branches in the 
Mainland constantly optimise their corporate online banking functions, focus on enhancing corporate 
serving capability and improve customer experience to strengthen electronic channel construction. 
Therefore, our number of online banking users and our online banking business has seen rapid growth.

During the period, the Bank made breakthroughs in the development of its Mainland outlets with the 
construction of the Shanghai Branch approved by the Mainland regulatory institution. The Bank will 
endeavour to speed up the establishment of the Shanghai Branch while further strengthening the network 
distribution in the Greater Bay Area and preparing the construction of other sub-branches.

Chong Hing Securities Limited

Investors tended to be cautious about entering the market as it focused on developments in the Sino-
US trade negotiations, a factor contributing to lower investment in retail securities. For the period, the 
commission income of Chong Hing Securities recorded less than that of last year due to the weak market 
conditions. With the listing of large new shares in Hong Kong, Chong Hing Securities will launch 
promotional offers promptly to broaden the customer base and increase revenue.
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Chong Hing Insurance Company Limited

The operation of the insurance industry in Hong Kong was still facing difficulties and the market was 
highly competitive. However, Chong Hing Insurance maintained stable and solid operations. The 
performance for the period remained satisfactory with underwriting and pre-tax results recording growth.

Transformation of Business Development

Fintech

In January, the Bank rolled out the infrastructure of Open API in support of the Hong Kong Monetary 
Authority’s policy of moving forward into the new era of Smart Banking and aiming to provide further 
banking products and service applications within the year. With the support of “Finance + Technology” 
professional talent teams, the Bank proactively put payment innovations into practice, including the JP 
Morgan Interbank Information Network, IINSM and SWIFT GPI cross-border remittance services, creating 
a quality digital service experience for customers. In addition, to strengthen the development of cross-
border Fintech, the Bank set up Shenzhen’s business teams for digital transformation to explore cross-
border collaboration within the Greater Bay Area as well as the development and application of Fintech, 
thus promoting the digital information transformation of banking services.

Process Banking

The Bank continued to optimise the business and operating process, establishing an independent 
governance team when conducting various IT projects. On the one hand, the Bank supported business 
development to enhance customer experience and service quality. On the other hand, the Bank effectively 
improved the level of technology governance and reduced operating risks. The key projects are as follows:

‧ Simplifying the process of opening accounts for the Mainland’s individual and corporate customers 
in the Greater Bay Area.

‧ Establishing an operating system in the Mainland and integrating the official website and online 
banking to further optimise corporate account services.

‧ Setting up a professional team to promote the transformation of the trade financing business to 
increase revenue from new products and professional services.
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CORPORATE CULTURE

The Bank established its corporate culture in 2017. Since then, the Bank has organised diverse, 
innovative, and interactive activities to promote its corporate culture, encouraging employees to integrate 
the spirit of the corporate culture into their work and drive corporate development.

In the first half of 2019, the Bank carried out the following projects to promote the corporate culture. 
Through continuous and long-term efforts to build an excellent corporate culture, the Bank expects to 
obtain a higher level of governance and enhance the sense of belonging and cohesion among its staff 
members.

‧ Carrying out the “Bright Ideas” sharing platform to allow staff to offer their suggestions for 
innovation and improvement in terms of the working process, customer services and future 
development of the Bank.

‧ Launching the “Corporate Culture Ambassador Programme” and selecting cultural ambassadors from 
all units of the Bank to promote the corporate culture.

‧ Introducing new mechanisms for rank and job promotion and improving the training management 
system.

‧ Continuing to fulfil the corporate mission “to benefit employees” by appreciating and recognising 
their services and contribution to the Bank.

CORPORATE RESPONSIBILITY

In the first half of 2019, the Bank actively participated in community activities and environmental 
protection projects and also continued to enable employees to benefit from their contribution. The Bank’s 
efforts to fulfil its corporate social responsibility were recognised by various sectors of the community. 
These efforts and awards included:

‧ Participation in the “Earth Hour 2019” environmental protection activity.

‧ The “Platinum Award” for the fourth consecutive year for compliance with the “Charter on External 
Lighting” organised by the Environment Bureau of the HKSAR.

‧ Participation in the Hong Kong Jockey Club Charities Trust’s “Jockey Club Age-friendly City 
Partnership Scheme”.

‧ The “Raffle Tickets Selling Award” presented by the Tung Wah Group of Hospitals.

‧ The “Employer of Choice Award 2019” presented by JobMarket.

‧ The “2019 Talent Development Award” presented by the Hong Kong Institute of Bankers.

‧ The 10 Years Plus “Caring Company” title awarded by the Hong Kong Council of Social Service.
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CORPORATE GOVERNANCE

The Bank fully recognises the importance of the sustainable development of the Bank through compliance 
with relevant regulations and regulatory requirements and the maintenance of good corporate governance 
standards. Hence the Bank adopts and implements corresponding measures to ensure compliance with 
relevant regulations and regulatory requirements in order to maintain high-quality corporate governance.

AWARDS

The Bank is committed to providing quality banking services and improving operational efficiency. These 
efforts were recognised by the following awards in the first half of 2019:

‧ The “Best SME’s Partner Award” from the Hong Kong General Chamber of Small and Medium 
Business for the 11th time, and the “Best SME’s Partner Gold Award 2019”.

‧ The “Straight Through Processing (STP) Award” of the US dollar from the Bank of New York 
Mellon for the 11th consecutive year.

‧ Selected among “The Banker” magazine’s “Top 1000 World Banks” for many years, and ranked 
among the top 400 for the first time, in the 398th place, a further recognition from the international 
community of the Bank’s all-round strength.

FUTURE DEVELOPMENT

The Bank is progressively carrying forward its five-year strategic plan, constantly cultivating competitive 
advantages in cross-border business, establishing a number of frontline profit centres, pushing forward the 
diverse development of its operations and strengthening business innovation in order to provide excellent 
and more competitive services and products for corporate and retail customers. Meanwhile, the Bank is 
committed to consolidating its development foundation, enhancing management efficiency and actively 
allocating resources to strengthen risk management. The Bank also strives to optimise its customer 
structure, improve its operational process and enhance its talent team.

Looking ahead, the Bank will grasp the opportunities arising from the development of the Greater Bay 
Area and make full use of the advantages of Hong Kong as an international financial centre to steadily 
expand its Hong Kong operation. At the same time, the Bank will also implement in a stable fashion 
its strategy for operational development in the Mainland and expand its service network in an orderly 
manner. The Bank’s major shareholder Yuexiu Group and its strategic shareholder Guangzhou Metro 
enjoy the advantages of abundant resources in the Greater Bay Area and the strengths of the regional 
network. Driven by synergies, the Bank will accelerate business growth in the Mainland. In addition, 
the Bank will speed up its digital banking transformation and Fintech application, realising the close 
combination of Fintech and traditional business, and driving forward the corporate vision of establishing 
itself as “an integrated commercial bank with cross-border expertise”.
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APPRECIATION

The Bank will maintain its prudent management and in a timely manner introduce innovative development 
thinking in light of uncertain global economic prospects, fierce competition in the banking industry, 
the challenging operational environment and the trend of Fintech. We will leverage the strength of our 
operational teams to strive for higher quality development and create greater value for Chong Hing Bank.

Finally, I would like to express my sincere gratitude to the Board of Directors for their valuable leadership 
and strong support to the Bank, and to the management team and all the Bank’s staff for their dedicated 
efforts, as their diligent contribution continues to make the Bank a success. Also, I would like to convey 
my sincere appreciation to our shareholders, business partners and customers for their long-term trust and 
support.

Zong Jianxin
Chief Executive

Hong Kong, 22 August 2019
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CONDENSED CONSOLIDATED INCOME STATEMENT
For the six months ended 30 June 2019

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000 Variance

(Unaudited) (Unaudited) %        
Interest income 3,115,800 2,286,006 +36.30
Interest expense (1,571,125) (925,622) +69.74
    
Net interest income 1,544,675 1,360,384 +13.55
    
Fee and commission income 232,858 282,882 -17.68
Fee and commission expenses (59,781) (56,652) +5.52
    
Net fee and commission income 173,077 226,230 -23.50
Net income from trading and investments 122,211 108,400 +12.74
Other operating income 82,458 75,660 +8.98
Operating expenses (756,518) (725,389) +4.29
    
Operating profit before impairment allowances 1,165,903 1,045,285 +11.54
Net impairment losses on financial assets (96,580) (39,954) +141.73
    
Operating profit after impairment allowances 1,069,323 1,005,331 +6.37
Net losses on disposal of property and equipment (342) (80) +327.50
Net gains on fair value adjustments on 
 investment properties 1,656 8,960 -81.52
Share of profits of associates 26,165 28,035 -6.67
    
Profit before taxation 1,096,802 1,042,246 +5.23
Taxation (192,207) (188,092) +2.19
    
Profit for the period
– Attributable to equity owners of the Bank 904,595 854,154 +5.91

   
Earnings per share – basic and diluted HK$0.85 HK$1.19 -28.57
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2019

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)      
Profit for the period 904,595 854,154
   
Other comprehensive income
 Items that may be reclassified subsequently to profit or loss:
  Surplus on transfer of land and building to investment properties – 5,386
  Exchange differences arising on translation (13,774) (47,110)
  Net gain (loss) on investments in debt instruments measured at FVOCI 295,954 (188,252)
  Amount reclassified to profit or loss upon disposal of FVOCI 
   debt securities (27,496) (19,629)
  Income tax effect relating to disposal of financial assets 
   measured at FVOCI 4,537 3,239
  Income tax effect relating to fair value change of financial assets 
   measured at FVOCI (46,135) 33,461
  Share of other comprehensive income of associates 11,486 (9,692)
 Items that may not be reclassified subsequently to profit or loss:
  Net loss on investments in equity instruments measured at FVOCI (528) (3,575)
   
Other comprehensive income for the period (net of tax) 224,044 (226,172)
   
Total comprehensive income for the period 1,128,639 627,982

  
Total comprehensive income for the period attributable to:
 Equity owners of the Bank 1,128,639 627,982

  



– 18 –

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 30 June 2019

30 June 
2019

31 December 
2018

HK$’000 HK$’000 Variance
(Unaudited) (Audited) %        

Assets
 Cash and short-term funds 23,713,099  26,182,402 -9.43
 Placements with banks maturing between one to 
  twelve months 7,098,277 7,945,726 -10.67
 Derivative financial instruments 763,269 896,140 -14.83
 Investments in securities 53,467,366 46,986,126 +13.79
 Advances and other accounts 115,444,225 106,808,471 +8.09
 Interests in associates 382,871 347,320 +10.24
 Investment properties 313,422 311,942 +0.47
 Property and equipment 1,133,054 521,330 +117.34
 Prepaid lease payments for land – 2,073 -100.00
 Deferred tax assets 12,773 19,907 -35.84
 Intangible assets 598,523 554,201 +8.00
    
Total assets 202,926,879 190,575,638 +6.48

   
Liabilities
 Deposits and balances of banks 11,194,765 5,615,953 +99.34
 Financial assets sold under repurchase agreements 7,182,750 6,571,696 +9.30
 Deposits from customers 147,378,064 143,690,294 +2.57
 Derivative financial instruments 1,985,210 873,617 +127.24
 Other accounts and accruals 2,860,564 2,118,485 +35.03
 Current tax liabilities 357,681 240,637 +48.64
 Certificates of deposit 4,090,359 2,688,386 +52.15
 Debt securities issued – 1,707,923 -100.00
 Loan capital 4,594,359 4,507,147 +1.93
 Deferred tax liabilities 87,431 19,171 +356.06
    
Total liabilities 179,731,183 168,033,309 +6.96
    
Equity attributable to owners of the Bank
 Share capital 9,977,060 9,977,060 –
 Additional equity instruments 2,312,030 2,312,030 –
 Reserves 10,906,606 10,253,239 +6.37
    
Total equity 23,195,696 22,542,329 +2.90
    
Total liabilities and equity 202,926,879 190,575,638 +6.48
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2019

Share 
capital

Additional 
equity 

instruments Goodwill

Investment 
revaluation 

reserve

Land and 
building 

revaluation 
reserve

General 
reserve

Translation 
reserve

Regulatory 
reserve

Retained 
profits Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000                      
At 1 January 2019 9,977,060 2,312,030 (182) 7,092 179,633 1,388,500 (113,933) 912,000 7,880,129 22,542,329

Profit for the period – – – – – – – – 904,595 904,595

Other comprehensive income – – – 237,818 – – (13,774) – – 224,044

Total comprehensive income 
 for the period – – – 237,818 – – (13,774) – 904,595 1,128,639
Distribution payment for 
 additional equity instruments – (76,536) – – – – – – – (76,536)
Transfer from retained profits – 76,536 – – – – – – (76,536) –
Final dividend paid – – – – – – – – (398,736) (398,736)
Earmark of retained profits as
 regulatory reserve – – – – – – – 48,000 (48,000) –
           
At 30 June 2019 9,977,060 2,312,030 (182) 244,910 179,633 1,388,500 (127,707) 960,000 8,261,452 23,195,696

          
At 1 January 2018 5,435,904 2,312,030 (182) 459,866 174,247 1,388,500 66,016 813,000 6,790,891 17,440,272

Profit for the period – – – – – – – – 854,154 854,154

Other comprehensive income – – – (184,448) 5,386 – (47,110) – – (226,172)

Total comprehensive income
 for the period – – – (184,448) 5,386 – (47,110) – 854,154 627,982
Distribution payment for
 additional equity instruments – (76,314) – – – – – – – (76,314)
Transfer from retained profits – 76,314 – – – – – – (76,314) –
Final dividend paid – – – – – – – – (254,475) (254,475)
Earmark of retained profits as
 regulatory reserve – – – – – – – 7,000 (7,000) –
           
At 30 June 2018 5,435,904 2,312,030 (182) 275,418 179,633 1,388,500 18,906 820,000 7,307,256 17,737,465

          

The retained profits of the Group included retained profits of HK$183,817,000 (30 June 2018: retained 
profits of HK$184,651,000) retained by the associates of the Group.

The regulatory reserve is set up in compliance with the requirements of the Hong Kong Monetary 
Authority (the “HKMA”) and is distributable to the shareholders of the Bank subject to consultation with 
the HKMA.

The general reserve comprises transfers from previous years’ retained profits.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 30 June 2019

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)      
OPERATING ACTIVITIES
Profit before taxation 1,096,802 1,042,246
Adjustments for:
 Net interest income (1,544,675) (1,360,384)
 Net impairment losses on financial assets 96,580 39,954
 Net losses on disposal of property and equipment 342 80
 Net gains on disposal of financial assets measured at FVOCI (27,496) (19,629)
 Net gains on fair value adjustments on investment properties (1,656) (8,960)
 Share of profits of associates (26,165) (28,035)
 Net (gains) losses on fair value hedge (7,853) 764
 Dividend received from investments (3,918) (4,458)
 Depreciation and amortisation 111,155 38,829
 Release of prepaid lease payments for land – 33
 Exchange adjustments (57,357) (42,207)
   
Operating cash flows before movements in
 operating assets and liabilities (364,241) (341,767)
(Increase) decrease in operating assets:
 Money at call and short notice with original maturity over three months 200,109 (200,000)
 Placements with banks with original maturity over three months 3,062,818 1,175,785
 Financial assets at fair value through profit or loss (863) 8
 Advances to customers (7,549,303) (4,591,039)
 Advances to banks 334,895 (834,971)
 Other accounts (1,357,630) (565,346)
   
Increase (decrease) in operating liabilities:
 Deposits and balances of banks 5,578,812 282,708
 Financial assets sold under repurchase agreements 611,054 (6,173,037)
 Deposits from customers 3,687,770 2,325,555
 Certificates of deposit 1,401,973 (1,975,952)
 Derivative financial instruments 177,328 (101,062)
 Other accounts and accruals (190,224) 115,054
   
Cash generated from (used in) operations 5,592,498 (10,884,064)
Hong Kong Profits Tax paid 20 (404,387)
Overseas tax paid (41,320) (14,811)
Interest received 2,329,245 1,658,199
Interest paid (1,083,442) (672,606)
   
NET CASH GENERATED FROM (USED IN) OPERATING 
 ACTIVITIES 6,797,001 (10,317,669)
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 30 June 2019

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)      
INVESTING ACTIVITIES
Interest received on investments in securities 661,515 560,731
Dividends received on investments in securities 3,918 4,458
Dividends received from associates 2,100 5,670
Purchase of financial assets measured at amortised cost (173,989) (96,423)
Purchase of financial assets measured at FVOCI (36,289,956) (10,448,910)
Purchase of property and equipment (19,860) (16,772)
Purchase of intangible assets (50,387) (64,706)
Proceeds from redemption of financial assets measured at amortised cost 218,453 58,254
Proceeds from sale and redemption of financial assets measured at FVOCI 31,211,505 11,150,668
Proceeds from disposal of property and equipment – 2,484
   
NET CASH (USED IN) GENERATED FROM INVESTING 
 ACTIVITIES (4,436,701) 1,155,454
   
FINANCING ACTIVITIES
Interest paid on loan capital (98,181) (93,406)
Interest paid on debt securities issued (62,103) (66,599)
Repayment of debt securities issued (1,708,650) –
Principal elements of lease payments (69,919) –
Dividends paid to ordinary shareholders (398,736) (254,475)
Distribution paid on additional equity instruments (76,536) (76,314)
   
NET CASH USED IN FINANCING ACTIVITIES (2,414,125) (490,794)
   
NET DECREASE IN CASH AND CASH EQUIVALENTS (53,825) (9,653,009)
CASH AND CASH EQUIVALENTS AT 1 JANUARY 30,694,891 24,901,867
   
CASH AND CASH EQUIVALENTS AT 30 JUNE 30,641,066 15,248,858
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FINANCIAL REVIEW
For the six months ended 30 June 2019

GENERAL INFORMATION

Chong Hing Bank Limited (the “Bank”) is a public limited company incorporated in Hong Kong and its shares are listed on 
The Stock Exchange of Hong Kong Limited.

The Bank is engaged in the provision of banking and related financial services. The address of the registered office of the Bank 
is Ground Floor, Chong Hing Bank Centre, 24 Des Voeux Road Central, Hong Kong.

STATUTORY FINANCIAL STATEMENTS AND ACCOUNTING POLICIES

The information in this announcement is unaudited and does not constitute statutory financial statement.

Certain financial information in this announcement is extracted from the interim report prepared under HKAS34 ‘Interim 
Financial Reporting’ issued by the Hong Kong Institute of Certified Public Accountants (‘HKICPA’). The interim report was 
reviewed by the Audit Committee. The Board of Directors of the Bank has approved the interim report on 22 August 2019.

The condensed consolidated interim financial information is presented in Hong Kong dollars, which is the same as the 
functional currency of the Bank.

The financial information relating to the year ended 31 December 2018 that is included in the condensed consolidated 
interim financial information for the six months ended 30 June 2019 as comparative information does not constitute the 
Bank’s statutory annual consolidated financial statements for that year but is derived from those financial statements. Further 
information relating to these statutory financial statements required to be disclosed in accordance with section 436 of the Hong 
Kong Companies Ordinance (Cap. 622) is as follows:

The Bank has delivered the financial statements for the year ended 31 December 2018 to the Registrar of Companies as 
required by section 662(3) of, and Part 3 of Schedule 6 to, the Hong Kong Companies Ordinance (Cap. 622).

The Bank’s auditor has reported on those financial statements. The auditor’s report was unqualified; did not include a reference 
to any matters to which the auditor drew attention by way of emphasis without qualifying its report, and did not contain a 
statement under sections 406(2), 407(2) or (3) of the Hong Kong Companies Ordinance (Cap. 622).

The accounting policies applied are consistent with those of the annual financial statements for the year ended 31 December 
2018, as described in those annual financial statements, except for the adoption of the Hong Kong Financial Reporting 
Standard (“HKFRS”) 16 with a date of transition of 1 January 2019, which resulted in changes in accounting policies.

The Group has initially applied HKFRS 16 using the modified retrospective method and adjusted the opening balances at 1 
January 2019 to recognise right-of-use assets relating to leases which were previously classified as operating leases under 
HKAS 17. Under this method, comparative information is not restated.
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Adjustments recognised on adoption of HKFRS 16

On adoption of HKFRS 16, the Group recognised lease liabilities in relation to leases which had previously been classified 
as ‘operating leases’ under the principles of HKAS 17 Leases. These liabilities were measured at the present value of the 
remaining lease payments, discounted using the lessee’s incremental borrowing rate as of 1 January 2019. The weighted 
average lessee’s incremental borrowing rate applied to the lease liabilities on 1 January 2019 was 3.2%.

HK$’000    
Operating lease commitments disclosed as at 31 December 2018 201,269

 
Discounted using the lessee’s incremental borrowing rate of at the date of initial application 189,383
Less: short-term leases recognised on a straight-line basis as expense (20,737)
Less: low-value leases recognised on a straight-line basis as expense (7)

 
Lease liabilities recognised as at 1 January 2019 168,639

 

Right-of-use assets were measured at the amount equal to the lease liability, adjusted by the amount of any prepaid or accrued 
lease payments relating to that lease recognised in the balance sheet as at 31 December 2018. There were no onerous lease 
contracts that would have required an adjustment to the right-of-use assets at the date of initial application. The impact on 
transition is summarised below.

1 January 2019
HK$’000    

Right-of-use assets presented in property and equipment 181,690
Lease liabilities 168,639
Provision for restoration cost 10,978

Practical expedients applied

In applying HKFRS 16 for the first time, the Group has used the following practical expedients permitted by the standard:

‧ the use of a single discount rate to a portfolio of leases with reasonably similar characteristics

‧ reliance on previous assessments on whether leases are onerous

‧ the accounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2019 as short-term 
leases

‧ the use of hindsight in determining the lease term where the contract contains options to extend or terminate the lease.

The Group has also elected not to reassess whether a contract is, or contains a lease at the date of initial application. Instead, 
for contracts entered into before the transition date the Group relied on its assessment made applying HKAS 17 and HKFRIC 4 
Determining whether an Arrangement contains a Lease.
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The Group’s leasing activities and how these are accounted for

The Group leases various offices and retail branches. Rental contracts are typically made for fixed periods but may have 
extension options. 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.

Until the 2018 financial year, leases of property and equipment were classified as operating leases. Payments made under 
operating leases (net of any incentives received from the lessor) were charged to the consolidated income statement on a 
straight-line basis over the period of the lease. From 1 January 2019, 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. Each lease payment is allocated 
between the liability and finance cost. The finance cost is charged to the consolidated income statement over the lease period so 
as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset 
is depreciated over the shorter of the asset’s useful life and the lease term on a straight-line basis. Assets and liabilities arising 
from a lease are initially measured on a present value basis. Lease liabilities include the net present value of the fixed payments 
(including in-substance fixed payments), less any lease incentives receivable.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be determined, the lessee’s 
incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds necessary to obtain an 
asset of similar value in a similar economic environment with similar terms and conditions.

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 incentive received

‧ restoration costs.

Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an expense 
in income statement. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprise small 
items of equipment.

SEGMENT INFORMATION

The Group’s operating segments, which are also the reportable segments, based on information regularly reviewed by the 
chief operating decision maker (Executive Committee of the Group) for the purposes of allocating resources to segments and 
assessing their performance on business divisions of the Group, are as follows:

1. Corporate and personal banking

2. Financial markets activities

3. Securities business

4. Others comprising investment holding, insurance, other investment advisory services and property investments.

No operating segments identified by the chief operating decision maker have been aggregated in arriving at the reportable 
segments of the Group.

The operating segment information allocation basis was changed for better assessment of segment’s performance for the six-
month period ended 30 June 2019. The comparative figures have been restated to conform to current period’s presentation.
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The following is an analysis of the Group’s revenue and results by reportable and operating segment for the periods under 
review:

Operating segment revenue and results

Six months ended 30 June 2019

Corporate 
and personal 

banking

Financial 
markets 

activities
Securities 

business Others Eliminations Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000              

Interest income from external customers 2,080,785 1,004,112 4,100 26,803 – 3,115,800
Interest expense to external customers (1,123,679) (292,446) – (155,000) – (1,571,125)
Inter-segment interest income (Note 1) 278,991 – – 249,991 (528,982) –
Inter-segment interest expense (Note 1) – (528,982) – – 528,982 –
       
Net interest income 1,236,097 182,684 4,100 121,794 – 1,544,675
Fee and commission income 177,230 – 53,017 2,611 – 232,858
Fee and commission expenses (59,523) (233) (25) – – (59,781)
Net income (loss) from trading and investments 64,199 60,027 28 (2,043) – 122,211
Other operating income 65,292 – 399 36,057 (19,290) 82,458
       
Segment revenue
 Total operating income 1,483,295 242,478 57,519 158,419 (19,290) 1,922,421
 Comprising:
 – Segment revenue from external customers 1,204,304 771,460 57,519 (91,572)
 – Inter-segment transactions 278,991 (528,982) – 249,991

Operating expenses (Note 2) (653,669) (52,288) (40,390) (29,443) 19,290 (756,500)
Net impairment losses on financial assets (68,684) (27,900) – 4 – (96,580)
Net losses on disposal of property and equipment – – – (342) – (342)
Net gains on fair value adjustments on 
 investment properties – – – 1,656 – 1,656
       
Segment profit 760,942 162,290 17,129 130,294 – 1,070,655

     
Unallocated corporate expenses (18)
Share of profits of associates 26,165

 
Profit before taxation 1,096,802

 

Notes:

1. Inter-segment pricing for funding transactions is charged with reference to prevailing market interest rates.

2. The difference between the operating expenses in the condensed consolidated income statement and the operating 
expenses in the operating segments is the unallocated corporate expenses.
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Operating segment assets and liabilities

At 30 June 2019

Corporate 
and personal 

banking

Financial 
markets 

activities
Securities 

business Others Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000            

Assets
 Segment assets 121,063,549 79,404,310 356,952 496,261 201,321,072
 Interests in associates 382,871
 Unallocated corporate assets 1,222,936

 
 Consolidated total assets 202,926,879

 
Liabilities
 Segment liabilities 148,609,960 29,773,001 243,181 150,130 178,776,272
 Unallocated corporate liabilities 954,911

 
 Consolidated total liabilities 179,731,183

 

Other information

Six months ended 30 June 2019

Corporate 
and personal 

banking

Financial 
markets 

activities
Securities 

business Others Unallocated Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000              

Capital expenditure during the period 11,574 40 49 1 58,583 70,247
Depreciation and amortisation 73,661 4,891 4,686 369 27,548 111,155
Release of prepaid lease payments for land – – – – – –
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Operating segment revenue and results

Six months ended 30 June 2018

Corporate 
and personal 

banking

Financial 
markets 

activities
Securities 

business Others Eliminations Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000              

Interest income from external customers 1,601,588 650,450 4,911 29,057 – 2,286,006
Interest expense to external customers (664,232) (121,261) (29) (140,100) – (925,622)
Inter-segment interest income (Note 1) 166,881 – – 161,553 (328,434) –
Inter-segment interest expense (Note 1) – (328,434) – – 328,434 –
       
Net interest income 1,104,237 200,755 4,882 50,510 – 1,360,384
Fee and commission income 197,445 649 83,932 856 – 282,882
Fee and commission expenses (56,504) (9) (139) – – (56,652)
Net income (loss) from trading and investments 48,110 47,612 (22) 12,700 – 108,400
Other operating income 70,353 – 315 22,363 (17,371) 75,660
       
Segment revenue
 Total operating income 1,363,641 249,007 88,968 86,429 (17,371) 1,770,674
 Comprising:
 – Segment revenue from external customers 1,196,760 577,441 88,968 (75,124)
 – Inter-segment transactions 166,881 (328,434) – 161,553

Operating expenses (Note 2) (620,885) (49,012) (44,958) (11,431) 17,371 (708,915)
Net impairment losses on financial assets (33,933) (6,003) – (18) – (39,954)
Net losses on disposal of property 
 and equipment – – – (80) – (80)
Net gains on fair value adjustments on 
 investment properties – – – 8,960 – 8,960
       
Segment profit 708,823 193,992 44,010 83,860 – 1,030,685

     
Unallocated corporate expenses (16,474)
Share of profits of associates 28,035
  
Profit before taxation 1,042,246

 

Notes:

1. Inter-segment pricing for funding transactions is charged with reference to prevailing market interest rates.

2. The difference between the operating expenses in the condensed consolidated income statement and the operating 
expenses in the operating segments is the unallocated corporate expenses.
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Operating segment assets and liabilities

At 31 December 2018

Corporate 
and personal 

banking

Financial 
markets 

activities
Securities 

business Others Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000            

Assets
 Segment assets 113,015,885 75,302,489 203,010 478,794 189,000,178
 Interests in associates 347,320
 Unallocated corporate assets 1,228,140
      
 Consolidated total assets 190,575,638

 
Liabilities
 Segment liabilities 144,569,731 22,438,236 97,536 137,577 167,243,080
 Unallocated corporate liabilities 790,229
      
 Consolidated total liabilities 168,033,309

 

Other information

Six months ended 30 June 2018

Corporate 
and personal 

banking

Financial 
markets 

activities
Securities 

business Others Unallocated Consolidated
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000              

Capital expenditure during the period 12,027 472 75 35 56,883 69,492
Depreciation 30,597 903 989 56 8,368 40,913
Release of prepaid lease payments for land 33 – – – – 33

      

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 while segments’ other operating income is 
allocated depending on the nature of costs incurred. Indirect costs and support functions’ costs and income related to corporate 
activities that cannot be reasonably allocated to segments or products are grouped as unallocated corporate expenses and 
unallocated corporate income respectively. This is the measure reported to the chief operating decision maker for the purposes 
of resource allocation and assessment of performance.

There is no operating income with a single external customer amounting to or exceeding 10% of the Group’s and the Bank’s 
total operating income.

Assets and liabilities related to corporate activities that cannot be reasonably allocated to segments, products and support 
functions are grouped as unallocated corporate assets and liabilities. All direct segment assets and liabilities are grouped under 
respective segments.
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Geographical information

Geographical information (including geographical analysis of total segment revenue) is analysed by the Group based on the 
locations of the principal operations of the branches and subsidiaries which are responsible for reporting the results or booking 
the assets. Non-current assets presented below are based on the location of the entities’ country of domicile which is the same 
as the location of the non-current assets.

SIX MONTHS ENDED 30 JUNE 2019 AT 30 JUNE 2019

Total 
operating 

income

Profit 
before 

taxation

Capital 
expenditure 

during the 
period

Total 
assets

Total 
liabilities

Total 
contingent 

liabilities and 
commitments

Non-
current 

assets
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000                

Hong Kong 1,592,122 1,039,902 61,636 167,057,185 147,787,132 31,982,037 2,162,196
Macau and 
 Mainland China 330,299 56,900 8,611 35,869,694 31,944,051 15,689,895 278,447
        
Total 1,922,421 1,096,802 70,247 202,926,879 179,731,183 47,671,932 2,440,643

       

Six months ended 30 June 2018 At 31 December 2018

Total 
operating 

income

Profit 
before 

taxation

Capital 
expenditure 

during the 
period

Total 
assets

Total 
liabilities

Total 
contingent 

liabilities and 
commitments

Non-current 
assets

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000                
Hong Kong 1,443,040 924,454 55,537 160,539,779 141,766,681 37,314,868 1,565,789
Macau and Mainland China 327,634 117,792 13,955 30,035,859 26,266,628 201,269 190,984
        
Total 1,770,674 1,042,246 69,492 190,575,638 168,033,309 37,516,137 1,756,773

       

Note:

Total operating income consists of net interest income, net fee and commission income, net income from trading and 
investments and other operating income.

Non-current assets consist of interests in associates, investment properties, property and equipment, prepaid lease payments for 
land (non-current portion) and intangible assets.
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FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

Fair value estimation

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been 
defined as follows:

‧ Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets 
or liabilities.

‧ Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

‧ Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or liability 
that are not based on observable market data (unobservable inputs).

The following table presents the Group’s financial assets and liabilities that are measured at fair value as at 30 June 2019.

Fair value hierarchy
Level 1 Level 2 Level 3 Total

HK$’000 HK$’000 HK$’000 HK$’000          
At 30 June 2019
Financial assets measured at fair value 
 through profit or loss
 Equity securities 244 – – 244
 Debt securities 116,647 – – 116,647
Financial assets measured at FVOCI
 Equity securities 52,040 – 40,310 92,350
 Debt securities 50,296,658 2,514,883 – 52,811,541
Derivative financial assets not used for hedging – 725,843 – 725,843
Derivative financial assets used for hedging – 37,426 – 37,426
Derivative financial liabilities not used for hedging – (778,814) – (778,814)
Derivative financial liabilities used for hedging – (1,206,396) – (1,206,396)
     
Total 50,465,589 1,292,942 40,310 51,798,841
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The following table presents the Group’s financial assets and liabilities that are measured at fair value as at 31 December 2018.

Fair value hierarchy
Level 1 Level 2 Level 3 Total

HK$’000 HK$’000 HK$’000 HK$’000          
At 31 December 2018
Financial assets measured at fair value 
 through profit or loss
Equity securities 215 – – 215
Debt securities 115,813 – – 115,813
Financial assets measured at FVOCI
Equity securities 44,624 – 40,954 85,578
Debt securities 42,424,549 3,868,429 – 46,292,978
Derivative financial assets not 
 used for hedging – 541,932 – 541,932
Derivative financial assets used for hedging – 354,207 – 354,207
Derivative financial liabilities not used for hedging – (561,577) – (561,577)
Derivative financial liabilities used for hedging – (312,040) – (312,040)
     
Total 42,585,201 3,890,951 40,954 46,517,106

    

There were no transfer between Levels 1, 2 and 3 in the half year ended 30 June 2019. In 2018, debt securities measured at 
FVOCI of HK$42,424,549,000 were transferred from Level 2 to Level 1 given the Group can access to quoted prices in active 
markets as at 31 December 2018. The Group’s policy is to recognise transfer between levels of fair value hierarchy as at the 
end of the reporting period in which they occur.

Except as detailed in the following table, the directors of the Group consider that the carrying amounts of financial assets and 
financial liabilities recorded at amortised cost in the condensed consolidated interim financial information approximate their 
fair values.

Carrying 
amount Fair value

HK$’000 HK$’000      
At 30 June 2019
Financial assets
 – Financial assets measured at amortised cost 446,584 446,040

  
Financial liabilities
 – Loan capital 4,594,359 4,693,806
 – Debt securities issued – –

  
At 31 December 2018
Financial assets
 – Financial assets measured at amortised cost 491,542 490,224

  
Financial liabilities
 – Loan capital 4,507,147 4,546,544
 – Debt securities issued 1,707,923 1,705,198

  



– 32 –

Valuation techniques

The fair value of listed securities is determined with reference to quoted market bid prices from relevant stock exchanges.

The fair values of debt securities classified as FVOCI, certificates of deposit and other debt securities classified as amortised 
cost securities and loan capital are determined based on indicative prices provided by the dealers and brokers. In addition, the 
Group makes comparison of the indicative prices with the prices obtained from pricing service providers and other service 
providers and with the values calculated using valuation models such as discounted cash flows method to substantiate the 
indicative prices of the debt securities. The key inputs used in the valuation models are the interest rate data, which are 
observable at the end of the reporting period. The objective of valuation models is to arrive at a fair value estimation that 
reflects the price of the financial instrument at the reporting date, which would have been determined by market participants 
acting at arm’s length.

The fair value of foreign currency forward contracts is measured by comparing the contracted forward rates and the quoted 
forward exchange rates, which are observable at the end of the reporting period.

The fair value of interest rate swaps and cross-currency interest rate swaps are measured by the present value of future cash 
flows estimated and discounted based on the applicable yield curves derived from quoted interest rates, which are observable at 
the end of the reporting period.

There were no changes in the Group’s valuation techniques during the period.

Reconciliation of Level 3 fair value measurements of financial assets

Financial 
assets 

measured at 
FVOCI

HK$’000    
Balance at 1 January 2018 34,735

Purchase 7,718
Exchange difference (1,500)
Total net gain recognised in the investment revaluation reserve 1
  
Balance at 1 January 2019 40,954

Total net loss recognised in the investment revaluation reserve (644)
  
Balance at 30 June 2019 40,310

 

The majority of the Group’s investments are valued based on quoted market information or observable market data. A small 
percentage, less than 0.01% (31 December 2018: less than 0.02%), assets recorded at fair value, are based on estimates and 
recorded as Level 3 investments. Whilst such valuations are sensitive to estimates, it is believed that changing one or more 
of the assumptions to reasonably possible alternative assumptions would not have a material impact on the Group’s financial 
positions.
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OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES

The Group has financial assets and financial liabilities that:

‧ are offset in the Group’s condensed consolidated statement of financial position; or

‧ are subject to an enforceable master netting arrangement or similar agreement that covers similar financial instruments, 
irrespective of whether they are offset in the condensed consolidated statement of financial position.

The Group entered into International Swaps and Derivatives Association (“ISDA”) Master Agreements and Global Master 
Repurchase Agreements (“GMRA”) for derivatives and sale and repurchase agreements. In addition, the Group receives 
and pledges collateral in the form of cash in respect of its derivative transactions and sale and repurchase agreements. Such 
collateral is subject to the standard industry terms of ISDA Credit Support Annex or GMRA. Collateral received or pledged 
must be returned on maturity of the transactions.

Under the Continuous Net Settlement, money obligations receivable and payable with the Hong Kong Securities Clearing 
Company Limited on the same settlement date are settled on a net basis.

NET INTEREST INCOME

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Interest income
 Balances and placements with central bank and banks 374,204 300,582
 Investments in securities 771,119 552,024
 Loans and advances 1,970,477 1,433,400
   

3,115,800 2,286,006
   
Interest expense
 Deposits and balances of banks (205,686) (52,896)
 Deposits from customers (1,076,023) (642,470)
 Financial assets sold under repurchase agreements (87,375) (63,967)
 Certificates of deposit (47,831) (29,104)
 Debt securities issued (25,249) (34,780)
 Loan capital in issue (119,934) (102,405)
 Lease liabilities (9,027) –
   

(1,571,125) (925,622)
   
Net interest income 1,544,675 1,360,384

  
Included within interest income
 Interest income on impaired loans and advances 5,775 4,193

  

Included within interest income and interest expense are HK$3,113,098,000 (2018: HK$2,286,006,000) and HK$1,571,125,000 
(2018: HK$925,622,000) earned and incurred from financial assets and financial liabilities that are not at fair value through 
profit or loss, respectively.

Included above is interest income from unlisted investments in debt securities of HK$771,119,000 (2018: HK$552,024,000).
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NET FEE AND COMMISSION INCOME

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Fee and commission income
 Securities dealings 53,583 84,585
 Loans, overdrafts and guarantees 55,350 52,501
 Trade finance 7,127 8,173
 Credit card services 67,020 65,393
 Agency services 42,365 58,797
 Others 7,413 13,433
   
Total fee and commission income 232,858 282,882
Less: Fee and commission expenses (59,781) (56,652)
   
Net fee and commission income 173,077 226,230

  
of which:
Net fee and commission, other than amounts included in determining the effective 
 interest rate, arising from financial assets or financial liabilities, that are not 
 measured at FVPL nor designated at fair value through profit or loss
 – Fee income 103,483 96,779
 – Fee expenses (57,623) (55,046)
   

45,860 41,733

  

NET INCOME FROM TRADING AND INVESTMENTS

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Foreign exchange gains 78,546 95,477
Net gains (losses) on financial instruments at fair value through profit or loss 8,316 (5,942)
Net gains (losses) on fair value hedge:
 – Net gains (losses) on hedged items attributable to the hedged risk 1,074,989 (491,298)
 – Net (losses) gains on hedging instruments (1,067,136) 490,534
Net gains on disposal of financial assets at FVOCI
 – Debt securities 27,496 19,629
   

122,211 108,400

  

“Foreign exchange gains” includes gains and losses from spot and forward contracts, swaps and translated foreign currency 
assets and liabilities, which are not designated as qualifying hedging relationship.

The Group entered into foreign exchange swaps for its liquidity management and funding activities. It involves swapping a 
currency (“original currency”) into another currency (“swap currency”) at the spot exchange rate for short-term placement and 
simultaneously entering into a forward contract to convert the funds back to the original currency on maturity of the placement. 
The exchange difference between the spot and forward contracts as well as the corresponding interest differential between the 
surplus funds in the original currency and swap currency are recognised as “Foreign exchange gains (losses)”.
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Net gains on disposal of the financial assets at FVOCI were included in the net income from trading and investments of the 
Group which form part of the business operation. This is to in line with the current business model of the Group.

OTHER OPERATING INCOME

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Dividend income
 – Listed investments 1,043 998
 – Unlisted investments 2,875 3,460

3,918 4,458

Gross rents from investment properties 4,358 4,274
Less: Outgoings (187) (222)

Net rental income 4,171 4,052
Safe deposit box rentals 28,521 27,667
Net insurance income (Note) 13,520 6,134
Other banking services income 27,440 28,102
Others 4,888 5,247
   

82,458 75,660

  

Note:  Details of net insurance income are as follows:

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Gross insurance premium income 20,209 20,226
Reinsurers’ share of gross insurance premium income (6,134) (6,116)

14,075 14,110

Decrease (increase) in gross outstanding claims 3,514 (16,227)
Gross claim paid (6,593) (7,739)

(3,079) (23,966)

Increase in recoverable from reinsurance of outstanding claims 376 13,845
Reinsurance claims recoveries 209 392

585 14,237
Net insurance commission income 1,939 1,753
   
Net insurance income 13,520 6,134
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OPERATING EXPENSES

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Auditor’s remuneration 3,860 3,454
Staff costs (including directors’ emoluments)

 – Salaries and other costs 460,294 437,930
 – Retirement benefits scheme contributions 24,258 24,573
 – Capitalised to intangible assets (23,948) (19,205)

Total staff costs 460,604 443,298

Depreciation 109,111 40,913
 – Capitalised to intangible assets – (2,084)
 – Government grants (Note) (1,535) –

107,576 38,829
Amortisation of intangible assets 2,044 –
Release of prepaid lease payments for land – 33
Premises and equipment expenses, excluding depreciation
 and release of prepaid lease payments for land

 – Rentals and rates for premises 24,917 84,468
 – Capitalised to intangible assets (1,444) (1,811)

23,473 82,657
 – Others 6,608 15,960

Other operating expenses 153,111 141,942
 – Capitalised to intangible assets (758) (784)

152,353 141,158
   

756,518 725,389

  

Note:  Government grants were received by the Group from the Government of the People’s Republic of China for office rental in Shenzhen. There are no 

unfulfilled conditions or contingencies relating to these grants.

NET IMPAIRMENT LOSSES ON FINANCIAL ASSETS

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Loans and advances to customers 64,392 36,208
Short-term funds and placement with banks 3,312 (384)
Investment in securities 26,139 9,813
Loan commitments and financial guarantee 2,737 (5,683)
   

96,580 39,954
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IMPAIRMENT ASSESSMENT ON GOODWILL

For the six-month period ended 30 June 2019, the management has reviewed goodwill for impairment testing purposes. The 
review comprised a comparison of the carrying amount and the fair value less cost to sell, of an acquired subsidiary (the 
smallest cash-generating unit) to which the goodwill has been allocated. The acquired subsidiary is involved in insurance 
business.

The fair value of the acquired subsidiary as at 30 June 2019 was estimated by applying market approach based on a price-to-
book ratio of 1.

The management of the Group determines that there is no impairment loss on the goodwill for the six-month period ended 30 
June 2019 (30 June 2018: Nil).

TAXATION

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

The tax charge comprises:
Hong Kong Profits Tax 116,152 102,042
Overseas taxation 42,192 40,840
Deferred tax 33,863 45,210
   

192,207 188,092

  

Hong Kong Profits Tax is calculated at 16.5% (2018: 16.5%) of the estimated assessable profit for the period.

Taxation arising in other jurisdictions is calculated at the rates prevailing in the relevant jurisdictions.

EARNINGS PER SHARE – BASIC AND DILUTED

The calculation of basic earnings per share is based on the profit attributable to equity owners of the Bank of HK$904,595,000 
(2018: HK$854,154,000) with deduction of distribution payment for additional equity instruments of HK$76,536,000 (2018: 
HK$76,314,000) and on 972,526,000 (2018 (Restated): 653,807,000) ordinary shares in issue.

The number of ordinary shares in issue for the period ended 30 June 2018 has been restated to take into account the effect of 
the new shares issued and right issue of the Group completed in the year of 2018. No impact on the basic earnings per share for 
the period ended 30 June 2018 resulted from the restatement of the number of ordinary shares in issue.

There were no potential dilutive instrument in issue during both periods.

DIVIDENDS

On 4 June 2019, a dividend of HK$0.41 per share totalling HK$398,736,000 was paid to shareholders as the final dividend for 
2018.

On 5 June 2018, a dividend of HK$0.39 per share totalling HK$254,475,000 was paid to shareholders as the final dividend for 
2017.

Subsequent to the end of the interim period, the Board has declared a total amount of interim dividend in respect of the 
financial year ending 31 December 2019 of HK$165,329,000 (2018: HK$165,329,000) at a rate of HK$0.17 (2018: HK$0.17) 
per share should be paid to the shareholders of the Bank whose names appear on the Register of Members on 3 October 2019.
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CASH AND SHORT-TERM FUNDS

30 June 31 December
2019 2018

HK$’000 HK$’000      
Cash and balances with central bank and banks 7,239,211 5,295,825
Money at call and short notice 16,473,888 20,886,577
   

23,713,099 26,182,402

  

Included in the “Cash and balances with central bank and banks” are surplus reserve deposits placed with People’s Bank of 
China in the Mainland China by the Mainland branches of HK$142,623,000 (31 December 2018: HK$348,578,000).

DERIVATIVE FINANCIAL INSTRUMENTS

30 June 2019
Notional 
amount

Fair value
Assets Liabilities

HK$’000 HK$’000 HK$’000        
Derivatives held for trading
 – Foreign currency forward contracts 275,701,582 661,224 720,270
 – Interest rate swaps 46,716,815 60,626 54,593
 – Foreign exchange options 1,451,652 3,946 3,951
 – Futures 312,328 47 –
Derivatives designated as hedging instruments
 – Interest rate swaps 35,214,491 37,426 1,206,396
   

763,269 1,985,210
  

31 December 2018

Notional 
amount

Fair value
Assets Liabilities

HK$’000 HK$’000 HK$’000        
Derivatives held for trading
 – Foreign currency forward contracts 260,404,113 517,316 535,554
 – Interest rate swaps 15,389,236 23,730 25,136
 – Foreign exchange options 344,608 887 887
 – Futures — — —
Derivatives designated as hedging instruments
 – Interest rate swaps 31,200,783 354,207 312,040
   

896,140 873,617

  

As at 30 June 2019, the currencies of foreign currency forward contracts mainly comprise buying Hong Kong dollars and 
United States dollars (31 December 2018: Hong Kong dollars and United States dollars). As at 30 June 2019, all of these 
contracts have settlement dates within 2 years (31 December 2018: 2 years) from the end of the reporting period.
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INVESTMENTS IN SECURITIES

Financial 
assets 

at fair value 
through 

profit or loss

Financial 
assets 

measured
at FVOCI

Financial 
assets 

measured at 
amortised cost Total

HK$’000 HK$’000 HK$’000 HK$’000          
30 June 2019
Equity securities:
 Listed in Hong Kong 244 49,524 – 49,768
 Listed overseas – 2,516 – 2,516
     

244 52,040 – 52,284
 Unlisted – 40,310 – 40,310
     

244 92,350 – 92,594
    

Debt securities:
 Certificate of deposits - unlisted – 1,783,624 – 1,783,624
 Other debt securities - unlisted 116,647 51,027,917 446,584 51,591,148
     

116,647 52,811,541 446,584 53,374,772
    

Total:
 Listed in Hong Kong 244 49,524 – 49,768
 Listed overseas – 2,516 – 2,516
 Unlisted 116,647 52,851,851 446,584 53,415,082
     

116,891 52,903,891 446,584 53,467,366
    

As analysed by issuing entities:
 Central government and central banks 116,647 18,475,611 425,216 19,017,474
 Banks – 14,351,958 19,368 14,371,326
 Corporate entities 244 20,076,322 2,000 20,078,566
     

116,891 52,903,891 446,584 53,467,366
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Financial 
assets 

at fair value 
through 

profit or loss

Financial 
assets 

measured
at FVOCI

Financial 
assets 

measured at 
amortised cost Total

HK$’000 HK$’000 HK$’000 HK$’000          
31 December 2018
Equity securities:
 Listed in Hong Kong 215 41,889 – 42,104
 Listed overseas – 2,735 – 2,735
     

215 44,624 – 44,839
 Unlisted – 40,954 – 40,954
     

215 85,578 – 85,793

    
Debt Securities:
 Certificates of deposits – unlisted – 2,202,155 – 2,202,155
 Other debt securities – unlisted 115,813 44,090,823 491,542 44,698,178
     

115,813 46,292,978 491,542 46,900,333

    
Total:
 Listed in Hong Kong 215 41,889 – 42,104
 Listed overseas – 2,735 – 2,735
 Unlisted 115,813 46,333,932 491,542 46,941,287
     

116,028 46,378,556 491,542 46,986,126

    
As analysed by issuing entities:
 Central governments and central banks 115,813 15,061,973 470,204 15,647,990
 Banks – 14,677,763 – 14,677,763
 Corporate entities 215 16,638,820 21,338 16,660,373
     

116,028 46,378,556 491,542 46,986,126

    

Debt securities classified as FVOCI amounting to HK$12,869,082,000 (31 December 2018: HK$8,719,156,000) were issued 
by the Government of Hong Kong Special Administrative Region and the Mainland China.

The debt securities classified as FVOCI held by the Group are mainly guaranteed or issued by corporates and financial 
institutions from Hong Kong and Mainland China.

The Group has disposed certain securities classified as FVOCI financial instruments during the six-month period ended 30 June 
2019 and 30 June 2018. Net gains on disposal of FVOCI securities are included in net income from trading and investments.
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TRANSFER OF FINANCIAL ASSETS

The following were the Group’s debt securities classified as financial assets measured at amortised cost and financial assets 
measured at FVOCI as at 30 June 2019 and 31 December 2018 that were transferred to an entity with terms to repurchase these 
debt securities at agreed dates and prices. As the Group has retained substantially all the risks and rewards relating to these 
debt securities, the full carrying amount of these debt securities continued to be recognised. The cash received on the transfer 
was reported as liabilities under “Financial assets sold under repurchase agreements”. The transferred debt securities serve 
as collateral to secure these liabilities. During the covered periods, the legal title of the debt securities are transferred to the 
counterparty entity and there is no restriction for the counterparty entity to sell or repledge the collateral. These debt securities 
are measured at carried at fair value in the condensed consolidated statement of financial position.

30 June 2019
Financial 

assets 
measured at 

FVOCI
HK$’000    

Carrying amount of transferred assets 8,288,488
Carrying amount of associated liabilities 7,182,750

 

31 December 2018
Financial 

assets 
measured at 

FVOCI
HK$’000    

Carrying amount of transferred assets 7,165,740
Carrying amount of associated liabilities 6,571,696
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ADVANCES AND OTHER ACCOUNTS

30 June 31 December
2019 2018

HK$’000 HK$’000      
Advances to customers
 Bills receivable 655,163 753,851
 Trade bills 1,565,042 2,361,920
 Other advances to customers 107,147,680 98,709,456
   

109,367,885 101,825,227
Interest receivable
Impairment allowances 1,021,979 895,015
 – Stage 1 (298,104) (379,031)
 – Stage 2 (99,024) (12,382)
 – Stage 3 (205,322) (154,435)
   

109,787,414 102,174,394
Advances to banks – 334,895
Other accounts 5,656,811 4,299,182
   

115,444,225 106,808,471

  

Included in the “Other accounts” is variation margin of HK$1,876,651,000 (31 December 2018: HK$456,206,000) deposited 
in banks for certain interest rate swaps, foreign currency forward contracts and repurchase agreements and an amount of 
approximately HK$3,167,269,000 (31 December 2018: HK$3,330,321,000) placed as reserve funds with a financial institution 
in the Mainland China by the Mainland branches. Among which, HK$2,867,083,000 (31 December 2018: HK$2,756,418,000) 
are the mandatory reserve deposits placed with the People’s Bank of China. The mandatory reserve deposits are not available 
for the Group’s daily operation; HK$300,186,000 (31 December 2018: HK$573,903,000) are the fixed deposits placed with 
a bank in the Mainland in compliance with the requirements of Regulations Governing Foreign Financial Institutions of the 
Mainland.

The remaining balance of “Other accounts” of the Group amounting to HK$612,891,000 (31 December 2018: 
HK$512,655,000) mainly included account receivables from Hong Kong Securities Clearing Company Limited, Hong Kong 
Futures Exchange Clearing Corporation Limited and brokerage clients in relation to securities dealing of HK$288,432,000 (31 
December 2018: HK$194,144,000).
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Details of the impaired loans are as follows:

30 June 31 December
2019 2018

HK$’000 HK$’000      
Gross impaired loans 511,317 353,230
Less: Impairment allowances under stage 3 (205,322) (154,435)
   
Net impaired loans 305,995 198,795

  
Gross impaired loans as a percentage of gross
 advances to customers 0.47% 0.35%

  
Market value of collateral pledged 397,106 267,720

  

Details of the non-performing loans are as follows:

30 June 31 December
2019 2018

HK$’000 HK$’000      
Gross non-performing loans (Note) 509,216 354,859
Less: Impairment allowances under stage 3 (205,285) (154,435)
   
Net non-performing loans 303,931 200,424

  
Gross non-performing loans as a percentage of
 gross advances to customers 0.47% 0.35%

  
Market value of collateral pledged 383,336 254,310

  

Note:  Non-performing loans represent advances which are either classified as “substandard”, “doubtful” or “loss” under the 
Group’s classification of loan quality.
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INVESTMENT PROPERTIES

2019 2018
HK$’000 HK$’000      

At 1 January 311,942 298,765
Transfer from land and buildings – 5,400
Net increase in fair value recognised in the profit or loss 1,656 10,250
Exchange adjustments (176) (2,473)
   
At 30 June/31 December 313,422 311,942

  

All of the Group’s property interests held under operating leases to earn rentals and/or for capital appreciation purposes are 
measured using the fair value model and are classified and accounted for as investment properties.

Net gains on fair value adjustments on investment properties:

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Net gains on fair value adjustments on investment properties 1,656 8,960

  

Investment properties owned by the Group were revalued at 30 June 2019 by adopting the direct comparison approach and with 
reference to the recent transactions for similar premises by Vigers Appraisal and Consulting Limited, independent professional 
qualified valuer. The fair value is mainly arrived at by reference to comparable market transactions for similar properties.

The fair value of investment properties is estimated based on assumptions that there would be no forced sale situation in any 
manner for these investment properties and the structure of these investment properties were in a reasonable condition at the 
end of the reporting period.

The investment properties are rented out under operating leases or are held for capital appreciation purposes.

In estimating the fair value of the properties, the highest and best use of the properties is their current use.

One of the key inputs used in valuing the investment properties was the unit sale rate taking into account of time, location 
and individual factors such as size and levels of building, which ranged from HK$3,590 to HK$50,430 (2018: HK$3,520 
to HK$50,280) per square feet. A decrease in the unit sale rate would result in decrease in fair value measurement of the 
investment properties by the same percentage decrease and vice versa.

Investment properties are classified as Level 3 under fair value hierarchy as at 30 June 2019 and 31 December 2018. There 
were no transfer into or out of Level 3 during the periods.
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PROPERTY AND EQUIPMENT

Leasehold land Buildings
Right-of-use

assets Equipment Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000            

COST
At 1 January 2019 345,225 112,493 – 826,902 1,284,620
Impact on initial application of HKFRS 16 – – 181,690 – 181,690
      
Restated balance at 1 January 2019 345,225 112,493 181,690 826,902 1,466,310
Additions – – 518,242 19,860 538,102
Disposals – – – (5,488) (5,488)
Transfer to investment properties – – – – –
Exchange adjustments and others – (14) – (657) (671)
      
At 30 June 2019 345,225 112,479 699,932 840,617 1,998,253

     
ACCUMULATED DEPRECIATION
At 1 January 2019 91,088 35,848 – 636,354 763,290
Depreciation 3,913 1,383 73,649 30,166 109,111
Eliminated on disposals – – – (5,146) (5,146)
Transfer to investment properties – – – – –
Exchange adjustments and others – (3) (1,536) (517) (2,056)
      
At 30 June 2019 95,001 37,228 72,113 660,857 865,199
      
CARRYING AMOUNTS
At 30 June 2019 250,224 75,251 627,819 179,760 1,133,054

     
At 1 January 2019 254,137 76,645 – 190,548 521,330

     
COST
At 1 January 2018 345,257 113,217 – 825,184 1,283,658
Additions – – – 55,017 55,017
Disposals – – – (44,047) (44,047)
Transfer to investment properties (32) – – – (32)
Exchange adjustments and others – (724) – (9,252) (9,976)
      
At 31 December 2018 345,225 112,493 – 826,902 1,284,620

     
ACCUMULATED DEPRECIATION
At 1 January 2018 83,279 32,987 – 576,646 692,912
Depreciation 7,827 2,771 – 68,331 78,929
Eliminated on disposals – – – (3,662) (3,662)
Transfer to investment property (18) – – – (18)
Exchange adjustments and others – 90 – (4,961) (4,871)
      
At 31 December 2018 91,088 35,848 – 636,354 763,290

     
CARRYING AMOUNTS
At 31 December 2018 254,137 76,645 – 190,548 521,330

     
At 1 January 2018 261,978 80,230 – 248,538 590,746
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PREPAID LEASE PAYMENTS FOR LAND

The prepaid lease payments for land comprise:

2019 2018
HK$’000 HK$’000      

COST
Outside Hong Kong held on:
 Leases of between 10 to 50 years – 2,850

  
Net book value at 1 January 2,073 2,134
Reclassified to right-of-use assets upon the adoption of HKFRS 16 (2,073) –
Release of prepaid operating lease payments – (66)
Exchange adjustments – 5
   
Net book value at 30 June/31 December – 2,073

  
Analysed as:
 Current portion – 66
 Non-current portion – 2,007
   
Total – 2,073

  

INTANGIBLE ASSETS

30 June 31 December
2019 2018

HK$’000 HK$’000      
Internally developed software and software 544,827 500,505
Goodwill 39,606 39,606
Club Membership 14,090 14,090
   

598,523 554,201

  

FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

30 June 31 December
2019 2018

HK$’000 HK$’000      
Analysed by collateral type:
 Debt securities classified as:
  Financial assets at FVOCI 7,182,750 6,571,696
   

7,182,750 6,571,696

  

As at 30 June 2019, debt securities which are classified as financial assets at FVOCI with carrying amount of 
HK$8,288,488,000 (31 December 2018: HK$7,165,740,000) were sold under repurchase agreements with other banks. All 
repurchase agreements are due within 12 months (31 December 2018: within 12 months) from the end of the reporting period.
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DEPOSITS FROM CUSTOMERS

30 June 31 December
2019 2018

HK$’000 HK$’000      
Demand deposits and current accounts 12,464,299 11,605,357
Savings deposits 38,405,161 37,250,772
Time, call and notice deposits 96,508,604 94,834,165
   

147,378,064 143,690,294

  

CERTIFICATES OF DEPOSIT AND DEBT SECURITIES ISSUED

The Group has issued certificates of deposit which are measured at amortised cost with a total carrying amount of 
HK$4,090,359,000 as at 30 June 2019 (31 December 2018: HK$2,688,386,000). Certificates of deposit bear contractual 
interest rates between 2.1% to 3.2% (31 December 2018: 2.4% to 3.4%) per annum and will mature within 2 years (2018: 2 
years). All certificates of deposit issued are not secured by any collateral.

The Group has issued debt securities which are measured at amortised cost with a total carrying amount of HK$Nil as at 30 
June 2019 (31 December 2018: HK$1,707,923,000). The debt securities were matured in May 2019. 

Analysis of changes in financing cash flows of debt securities issued during the six months ended 30 June 2019

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

At 1 January 1,707,923 1,796,069
Changes from financing cash flows:
Interest paid on debt securities issued (62,103) (66,599)
Repayment of debt securities issued (1,708,650) –
   

(62,830) 1,729,470
Exchange adjustments – (23,400)
Other changes
Interest expense 25,249 34,780
Other non-cash movements 37,581 32,731
   
Total other changes 62,830 67,511

At 30 June – 1,773,581
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LOAN CAPITAL

30 June 31 December
2019 2018

HK$’000 HK$’000      
Subordinated notes, at amortised cost with fair value hedge adjustments
 US$204 million fixed rate subordinated note due 2020 (Notes  (a) & (c)) 1,600,316 1,592,297
 US$383 million fixed rate subordinated note due 2027 (Notes  (b) & (c)) 2,994,043 2,914,850
   

4,594,359 4,507,147

  

Notes:

(a) This represented a subordinated note (“the Note 1”) in 2017 qualifying as tier 2 capital under Basel II accord with face 
value of US$225,000,000 issued on 4 November 2010. The Note 1 will mature on 4 November 2020. If at any time on 
or after 1 January 2013, the Note 1 no longer fully qualifies as term subordinated debt for inclusion in Category II – 
Supplementary Capital of the Bank upon changes to regulatory requirements, the Bank may, at its option and subject to 
the prior written approval of the HKMA, exercise a change of the status of the Note 1 by serving the “Change in Status 
Notice” to the noteholders. Upon a “Change in Status Notice” becoming effective, the Note 1 shall thereafter constitute 
unsubordinated obligations and the rate of interest on the Note 1 shall be reduced from 6% per annum to 5.5% per annum. 
As “Change in Status Notice” has not been served, the rate of interest on the Note 1 remains at 6% per annum. Pursuant 
to the exchange offer by the Bank, the Bank settled and exchanged US$20,976,000 of the Note 1 for tier 2 subordinated 
note due 2027 (Note (b)). Following the settlement of the exchange offer US$204,024,000 in aggregate principal amount 
of the Note 1 remains outstanding.

(b) This represented a subordinated note qualifying as tier 2 capital under Basel III accord with face value of US$382,903,000 
tier 2 subordinated notes issued on 26 July 2017 (“the Note 2”). The Note 2 are 10-year non-call 5-year fixed rate notes, 
with a fixed coupon rate of 3.876% per annum payable semi-annually for the first 5 years; the interest rate will be reset on 
26 July 2022. This includes US$22,903,000 of “New Exchange Notes” (being the Note 2 issued pursuant to the exchange 
offer by the Bank to the holders of its US$225 million 6.000% subordinated Notes due 2020) and US$360 million of “New 
Money Notes”. The Note 2 have been listed on the Stock Exchange of Hong Kong under stock code of 05249 on 27 July 
2017.

(c) The subordinated note issued is not secured by any collateral.
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Analysis of changes in financing cash flows of loan capital during the six months ended 30 June 2019

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

At 1 January 4,507,147 4,541,380
Changes from financing cash flows:
Interest paid on loan capital (98,181) (93,406)
   

4,408,966 4,447,974
Exchange adjustments (13,956) 21,456

Fair value hedge adjustments 98,209 (98,871)

Other changes
Interest expense 119,934 102,405
Other non-cash movements (18,794) (8,226)
   
Total other changes 101,140 94,179

At 30 June 4,594,359 4,464,738

  

DEFERRED TAXATION

For the purpose of presentation in the condensed consolidated statement of financial position, certain deferred tax assets and 
liabilities have been offset. The following is the analysis of the deferred tax balances for financial reporting purposes:

30 June 31 December
2019 2018

HK$’000 HK$’000      
Deferred tax assets 12,773 19,907
Deferred tax liabilities (87,431) (19,171)
   

(74,658) 736
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The following are the major deferred tax assets (liabilities) recognised and movements thereon during the current and prior 
reporting periods:

Accelerated 
tax 

depreciation

Impairment 
allowance 

(Note)
Investment 
properties

Revaluation of 
FVOCI 

securities

Remeasurement 
of retirement 

benefits Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000              

At 1 January 2019 (52,141) 61,454 (18,550) 14,397 (4,424) 736
(Charge) credit to the income statement for the period (25,009) (9,601) 747 – – (33,863)
Charge to other comprehensive income for the period – – – (41,598) – (41,598)
Exchange adjustments – – 67 – – 67
       
At 30 June 2019 (77,150) 51,853 (17,736) (27,201) (4,424) (74,658)

      
At 1 January 2018 140 56,622 (13,156) (75,476) (4,424) (36,294)
(Charge) credit to income statement for the period (52,281) 4,832 (6,359) – – (53,808)
Credit to other comprehensive income for the period – – – 89,873 – 89,873
Exchange adjustments – – 965 – – 965
       
At 31 December 2018 (52,141) 61,454 (18,550) 14,397 (4,424) 736

      

ADDITIONAL EQUITY INSTRUMENTS

30 June 31 December
2019 2018

HK$’000 HK$’000      
US$300 million undated non-cumulative subordinated additional tier 1 capital securities 2,312,030 2,312,030

  

On 25 September 2014, the Bank issued undated non-cumulative subordinated additional tier 1 capital securities (“Additional 
Tier 1 Capital Securities”) with a face value of US$300 million (equivalent to HK$2,312,030,000 net of related issuance costs). 
The Additional Tier 1 Capital Securities are undated and bear a 6.50% coupon until the first call date on 25 September 2019. 
The coupon will be reset every five years if the Additional Tier 1 Capital Securities are not redeemed to a fixed rate equivalent 
to the then-prevailing five-year US Treasury rate plus 4.628% per annum.

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

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

The Bank has a call option to redeem all the outstanding capital securities from 25 September 2019 or any subsequent coupon 
payment date, but subject to restriction as set out in the terms and conditions.

During the period, a distribution payment of US$9,750,000 (2018: US$9,750,000) (equivalent to HK$76,535,550) (2018: 
HK$76,314,000) was paid to the securities holders.
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MATURITY PROFILES

The maturity analysis of financial assets and liabilities shown on the condensed consolidated statement of financial position 
are presented based on the Group’s remaining contractual maturity information provided to and reviewed by management, is 
shown below:

Repayable 
on demand

Repayable 
within 

1 month

Repayable 
after 1 month 

but within 
3 months

Repayable 
after 3 months 

but within 
1 year

Repayable 
after 1 year 

but within 
5 years

Repayable 
after 5 years Undated Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000                  
At 30 June 2019
Assets
 Cash and short-term funds 1,302,304 19,083,939 3,270,872 55,984 – – – 23,713,099
 Placements with banks – – 7,041,507 56,770 – – – 7,098,277
 Derivative financial instruments – 242,108 219,956 177,617 113,249 10,339 – 763,269
 Financial assets at fair value 
  through profit or loss – – – – – 116,647 244 116,891
 Financial assets at FVOCI – 5,870,223 5,104,995 3,310,185 21,198,551 17,327,587 92,350 52,903,891
 Financial assets at amortised cost – 29,127 100,961 – 21,379 295,117 – 446,584
 Advances to customers 3,271,981 3,581,257 10,847,086 24,096,179 49,341,800 18,210,255 19,327 109,367,885
 Advances to banks – – – – – – – –
 Other financial assets 4,120,994 539,504 501,216 914,626 – – – 6,076,340
         
Total financial assets 8,695,279 29,346,158 27,086,593 28,611,361 70,674,979 35,959,945 111,921 200,486,236
         
Liabilities
 Deposits and balances of banks 325,094 4,932,052 2,573,123 3,364,496 – – – 11,194,765
 Financial assets sold under
  repurchase agreements – 6,348,951 833,799 – – – – 7,182,750
 Deposits from customers 53,580,005 33,463,550 31,613,738 20,535,249 8,185,144 378 – 147,378,064
 Certificates of deposit – 614,068 185,355 3,212,858 78,078 – – 4,090,359
 Derivative financial instruments – 252,356 198,808 248,618 530,626 754,802 – 1,985,210
 Debt securities issued – – – – – – – –
 Loan capital – – – – 1,600,316 2,994,043 – 4,594,359
 Lease liabilities – 13,141 25,656 120,657 429,828 884 – 590,166
 Other financial liabilities 541,602 444,749 437,944 460,698 316,798 3,347 65,260 2,270,398
         
Total financial liabilities 54,446,701 46,068,867 35,868,423 27,942,576 11,140,790 3,753,454 65,260 179,286,071
         
Net position
 – Total financial assets and liabilities (45,751,422) (16,722,709) (8,781,830) 668,785 59,534,189 32,206,491 46,661 21,200,165

        
Of which debt securities included in:
 Financial assets at fair value through 
  profit or loss – – – – – 116,647 – 116,647
 Financial assets at FVOCI – 5,870,223 5,104,995 3,310,185 21,198,551 17,327,587 – 52,811,541
 Financial assets at amortised cost – 29,127 100,961 – 21,379 295,117 – 446,584
         

– 5,899,350 5,205,956 3,310,185 21,219,930 17,739,351 – 53,374,772
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Repayable 
on demand

Repayable 
within 

1 month 

Repayable 
after 1 month 

but within 
3 months

Repayable 
after 3 months 

but within 1 year

Repayable 
after 1 year 

but within 5 years
Repayable 

after 5 years Undated Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000                  

At 31 December 2018
Assets
 Cash and short-term funds 57,517 23,292,051 2,145,014 687,820 – – – 26,182,402
 Placements with banks 216,465 – 5,598,618 2,130,643 – – – 7,945,726
 Derivative financial instruments – 165,157 102,930 196,844 151,485 279,724 – 896,140
 Financial assets at fair value 
  through profit or loss – – – – – 115,813 215 116,028
 Financial assets measured at FVOCI – 6,552,675 2,266,230 5,762,937 16,094,769 15,616,367 85,578 46,378,556
 Financial assets measured at amortised cost – 43,689 29,126 97,092 21,347 300,288 – 491,542
 Advances to customers 1,397,750 7,182,043 8,985,614 19,930,337 45,649,316 18,615,641 64,526 101,825,227
 Advances to banks – 334,895 – – – – – 334,895
 Other financial assets 2,528,730 358,616 941,728 806,461 9,813 3,001 – 4,648,349
         
Total financial assets 4,200,462 37,929,126 20,069,260 29,612,134 61,926,730 34,930,834 150,319 188,818,865
         
Liabilities
 Deposits and balances of banks 28,874 2,892,104 1,695,540 999,435 – – – 5,615,953
 Financial assets sold under 
  repurchase agreements – 2,944,714 3,626,982 – – – – 6,571,696
 Deposits from customers 51,538,924 33,540,597 35,180,685 16,632,282 6,797,806 – – 143,690,294
 Derivative financial instruments – 195,212 104,467 185,091 249,819 139,028 – 873,617
 Certificates of deposit – 600,079 1,716,574 293,494 78,239 – – 2,688,386
 Debt securities issued – – – 1,707,923 – – – 1,707,923
 Loan capital – – – – 1,592,297 2,914,850 – 4,507,147
 Lease liabilities – – – – – – – –
 Other financial liabilities 679,295 281,600 521,515 370,177 9,979 – 255,919 2,118,485
         
Total financial liabilities 52,247,093 40,454,306 42,845,763 20,188,402 8,728,140 3,053,878 255,919 167,773,501
         
Net position
 – total financial assets and liabilities (48,046,631) (2,525,180) (22,776,503) 9,423,732 53,198,590 31,876,956 (105,600) 21,045,364

        
Of which debt securities included in:
 Financial assets at fair value through 
  profit or loss – – – – – 115,813 – 115,813
 Financial assets at FVOCI – 6,438,907 2,266,230 5,762,937 16,094,769 15,730,135 – 46,292,978
 Financial assets at amortised cost – 43,601 29,126 97,092 21,347 300,376 – 491,542
         

– 6,482,508 2,295,356 5,860,029 16,116,116 16,146,324 – 46,900,333
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RELATED PARTY TRANSACTIONS

During the period, the Group entered into the following material transactions with related parties:

Interest and commission income
Interest, rental and 

other operating expenses
SIX MONTHS ENDED 

30 JUNE
SIX MONTHS ENDED 

30 JUNE
2019 2018 2019 2018

HK$’000 HK$’000 HK$’000 HK$’000          
Ultimate holding company 10 8 6,471 9,936

    
Intermediate holding company 4,768 5,751 4,313 535

    
Fellow subsidiaries 18,335 8,461 36,749 33,547

    
Associates 23,664 33,419 11,890 1,090

    
Key management personnel (Note) 475 399 1,634 236

    

During the year, the Group had net trading income with intermediate holding company and fellow subsidiary of HK$2,961,000 
(2018: Net trading loss HK$888,000).

At the end of the reporting period, the Group had the following material outstanding balances with related parties:

Amounts due from 
related parties

Amounts due to 
related parties

30 June 
2019

31 December 
2018

30 June 
2019

31 December 
2018

HK$’000 HK$’000 HK$’000 HK$’000          
Ultimate holding company – – 6,585 1,047,143

    
Intermediate holding company 500,000 798,887 157,016 742,263

    
Fellow subsidiaries 909,286 1,008,537 3,690,084 2,824,204

    
Associates – – 403,650 234,260

    
Key management personnel (Note) 58,209 59,118 311,194 238,139

    

The above outstanding balances bear interest at rates similar to those made available to non-related parties. A portion of the 
loans to related parties are secured with properties, securities and fixed deposits.

Note:  Includes key management personnel, close family members of key management personnel and entities that are controlled 
or jointly controlled, directly or indirectly, by key management personnel.
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Compensation of key management personnel

The remuneration of directors, senior management and key personnel during the period was as follows:

SIX MONTHS ENDED 
30 JUNE

2019 2018
HK$’000 HK$’000      

Short-term benefits 80,965 87,354
Post employment benefits 5,123 5,179
   

86,088 92,533

  

The remuneration of directors, senior management and key personnel is reviewed by the Remuneration Committee having 
regard to the performance of individuals and market trends.

ESTIMATES

The preparation of interim financial information requires management to make judgements, estimates and assumptions that 
affect the application of accounting policies and the reported amounts of assets and liabilities, income and expense. Actual 
results may differ from these estimates.

In preparing the condensed consolidated interim financial information, the significant judgements made by management in 
applying the Group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied 
to the consolidated financial statements for the year ended 31 December 2018 except for the adoption of HKFRS16 from 
1 January 2019 and the measurement of expected credit loss allowance, which resulted in changes in critical accounting 
judgement.

Critical judgements in determining the lease term

In determining the lease term at the commencement date for leases that include renewal options exercisable by the Group, 
the Group evaluates the likelihood of exercising the renewal options taking into account all relevant facts and circumstances 
that create an economic incentive for the Group to exercise the option, including favourable terms, leasehold improvements 
undertaken and the importance of that underlying asset to the Group’s operation. The lease term is reassessed when there is a 
significant event or significant change in circumstance that is within the Group’s control. Any increase or decrease in the lease 
term would affect the amount of lease liabilities and right-of-use assets recognised in future years.

Critical judgements in key assumptions used in the Expected Credit Loss (“ECL”) calculation

In the first half of 2019, the Group engaged an independent party to perform model validation and review of certain data 
proxy adopted for portfolios lacking of historical default history and it provided recommendations to the Group for future 
considerations. The Group revisited and updated two key assumptions based on those recommendations:

– Update of probability-weighting assignment in the forward-looking macro-economic forecast to 80%, 10% and 10% for 
base, good and bad scenarios respectively; and

– Adjustments of the probability of default multiplier for Mainland China originated corporate loan exposures.

As at 30 June 2019, the above assumptions changes lead to a release of ECL provision and the aggregated amount represents 
approximately 0.11% of the advances to customers balance.

The Group monitors and reviews the underlying assumptions used in the ECL calculation on a regular basis. If nature of a 
credit portfolio is changing, the monitoring and review will be performed more frequently. 
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NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

The Bank successfully issued US$400 million 5.7% Undated Non-Cumulative Subordinated Additional Tier 1 Capital 
Securities (the “Securities”) on 15 July 2019, which was completed under the US$2 billion Medium Term Note and Perpetual 
Capital Securities Programme of the Bank. The Securities are qualified as Basel III-compliant additional tier 1 capital. The 
proceeds from the offering will enable the Bank to strengthen its capital base and will be used for its corporate operating and 
business growth to support the implementation of its strategic plans for the Bank.

COMPARATIVE AMOUNTS

Certain comparative figures have been reclassified to conform to current period’s presentation.

OTHER FINANCIAL INFORMATION

To comply with the Banking (Disclosure) Rules, the Bank has established a ‘Regulatory Disclosures’ section on its website 
(www.chbank.com) to house the information related to the disclosure requirements as required by the Banking (Disclosure) 
Rules. The Banking Disclosure Statement, together with the disclosures in the Group’s interim report, contained all the 
disclosures required by the Banking (Disclosure) Rules issued by the HKMA. The Banking Disclosure Statement and the 
interim report for the six months ended 30 June 2019 will be available on the website of the Bank in September 2019.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

The Bank is an authorized institution supervised by the HKMA under the Hong Kong Banking 
Ordinance. The Bank is committed to maintaining high standards of corporate governance, with a view 
to safeguarding the interests of shareholders, customers, employees and other stakeholders. The Bank has 
applied the principles in the Corporate Governance Code (the “CG Code”) set out in Appendix 14 to the 
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing 
Rules”) and the module on “Corporate Governance of Locally Incorporated Authorized Institutions” 
under the Supervisory Policy Manual issued by the HKMA to its corporate governance structure and 
practices.

Throughout the six months ended 30 June 2019, the Bank complied with all the applicable code 
provisions set out in the CG Code, except for deviation from the code provision A.4.1. Under the code 
provision A.4.1, non-executive directors should be appointed for a specific term, subject to re-election. 
Currently, all Non-executive Directors of the Bank are not appointed for a specific term but are subject 
to retirement by rotation and re-election at the annual general meeting of the Bank in accordance with the 
Bank’s Articles of Association.

COMPLIANCE WITH MODEL CODE

The Bank has adopted its own code for securities transactions by Directors on terms no less exacting than 
those set out in the Model Code for Securities Transactions by Directors of Listed Issuers under Appendix 
10 to the Listing Rules (the “Model Code”). All the Directors confirmed, following specific enquiry by 
the Bank, that they have complied with the required standards set out in the Model Code and the Bank’s 
own code for securities transactions by Directors throughout the six months ended 30 June 2019.

INTERIM DIVIDEND

The Board has declared an interim cash dividend for 2019 of HK$0.17 per share, payable on Friday, 
11 October 2019, to the shareholders whose names appear on the register of members of the Bank on 
Thursday, 3 October 2019 (2018 interim cash dividend: HK$0.17 per share paid on 9 October 2018).
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Bank will be closed from Monday, 30 September 2019 to Thursday, 3 
October 2019 and no transfer of shares can be registered during the period. In order to qualify for the 2019 
interim cash dividend, all transfer documents, together with the relevant share certificates, must be lodged 
for registration with the Bank’s share registrar and transfer office, Computershare Hong Kong Investor 
Services Limited of Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, 
Hong Kong, not later than 4:30 pm on Friday, 27 September 2019.

PURCHASE, SALE OR REDEMPTION OF THE BANK’S LISTED SECURITIES

Neither the Bank nor any of its subsidiaries has purchased, sold or redeemed any of the Bank’s listed 
securities during the six months ended 30 June 2019.

PUBLICATION OF 2019 INTERIM RESULTS AND INTERIM REPORT

This announcement is published on the websites of the Bank (www.chbank.com) and Hong Kong 
Exchanges and Clearing Limited (the “HKEX”) (www.hkexnews.hk). The Bank’s 2019 Interim Report 
in both English and Chinese will be available on the websites of the Bank and the HKEX, and the printed 
copies will be despatched to the shareholders of the Bank, both in September 2019.

By Order of the Board
Chong Hing Bank Limited

Lai Wing Nga
Company Secretary

Hong Kong, 22 August 2019

As at the date of this announcement, the Board comprises:

‧ Executive Directors
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Executive);

‧ Non-executive Directors
 Mr Zhang Zhaoxing (Chairman), Mr Li  Feng, Mr Chow Cheuk Yu Alfred and Ms Chen Jing; and

‧ Independent Non-executive Directors
 Mr Cheng Yuk Wo, Mr Ma Chiu Cheung Andrew, Mr Lee Ka Lun and Mr Yu Lup Fat Joseph.


