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1. BOXIBZEFERRE

NTHAREFPERRB2ITENRON  H1T¥EH
BEDH2REBERRBRZ 2 ERBRNVERER

1. SECTORAL ANALYSIS OF GROSS

ADVANCES TO CUSTOMERS

The following analysis of the gross advances to customers by
industry sector is based on the categories with reference to the

MmimE o completion instructions for the HKMA return of loans and
advances.
2024
EAREEL FZEBRz F-NE-ER
Bl HEER ZHEERE
EEEHBE % Covered by HEAERHE Impairment  Impairment
Gross advances  collateral or  Classified or bk allowances- allowances-
to customers  other security impaired Overdue Stage 3 Stage 1 and 2
BETR BETR BETR BETR BETR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EBAERZER Loans for use in Hong Kong
THeR%E Industrial, commercial and financial
— NEEE — Property development 13,794,779 37.07% 816,730 816,730 503,349 31,354
— NERE — Property investment 14,151,054 93.29% 35,568 42,759 21,063 46,308
— eR% — Financial concerns 17,661,746 5.60% - - - 34,530
— hEEL — Stockbrokers 643,121 63.84% — — - 52
— HERTER — Wholesale and retail trade 4,522,200 76.70% 74,400 77,195 8,782 17,442
— g% — Manufacturing 1,919,005 39.09% - 136 - 6,767
— BERESRE — Transport and transport equipment 3,312,061 26.81% — — — 4,061
— REEE — Recreational activities 2,164,362 96.53% - - - 390
— HMBE — Information technology 749,283 0.54% - - - 3421
— Hth — Others 19,627,328 43.36% 1,407,840 1,403,781 690,582 48,575
fBA Individuals
—RERZAAENE LABELR — Loans for the purchase of flats in Home
EEHEARAZELRHEBTL Ownership Scheme, Private Sector
B Participation Scheme and Tenants
Purchase Scheme 176,889 100.00% - 1713 - 49
— BEEMEENEZER — Loans for purchase of other residential
properties 9,595,782 99.75% 19,189 82,153 - 4,684
— RARER — Credit card advances 341 0.00% - 2 - -
— Efb — Others 17,351,169 94.28% 26,419 221,901 8,399 4321
EERRAZEEE Total loans for use in Hong Kong 105,669,120 58.23% 2,380,146 2,646,370 1,232,175 202,460
EIRE Trade finance 8,463,355 17.36% 53,082 66,007 19,722 18,370
EEBIIMERZER Loans for use outside Hong Kong 154,399,025 24.59% 5,130,366 4,167,611 1,804,448 913,530
EFES L8 Gross advances to customers 268,531,500 37.60% 7,563,594 6,879,988 3,056,345 1,134,360
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1. BUTEIBZEFERAE(B)

1. SECTORAL ANALYSIS OF GROSS
ADVANCES TO CUSTOMERS (Cont'd)

2023
BRREEL E=RBr 2-NE-KR
B BEER LRERSE
REEN@E % Covered by HEAEIFE Impairment Impairment
Gross advances to collateral or other Classified or ki allowances- allowances-
customers security impaired Overdue Stage 3 Stage 1 and 2
BETT BETT BETT BETT BETT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
EBRRAZER Loans for use in Hong Kong
THERE Industrial, commercial and financial
— NEER — Property development 17,179,011 38.00% 1,109,704 1,109,704 623,558 143,391
— MERE — Property investment 16,930,883 93.11% 972,502 974,549 54,646 48,656
— tRE — Financial concerns 23,217,587 7.13% = = = 64,718
— REEL — Stockbrokers 170,507 11.51% = = = 93
—HERTER — Wholesale and retail trade 5,770,986 81.69% 6,873 54,307 5119 20,348
— REX — Manufacturing 2,536,681 23.85% — 23,587 — 9,892
— BEREERE — Transport and transport equipment 3,626,081 25.03% = 781 = 13,544
— REED — Recreational activities 2,236,035 94.60% - - - 1,218
— BB — Information technology 823,737 1.78% — 25,887 — 5,927
— Hit — Others 23,563,424 47.66% 32,903 805,399 14,768 177,212
fEA Individuals
—RERZGHENE LAKELRE — Loans for the purchase of flats in Home
BR:EHREZELR M EBTZ Ownership Scheme, Private Sector
BR Participation Scheme and Tenants
Purchase Scheme 196,591 99.83% = 1,429 = 27
— BEEMEENEIER — Loans for purchase of other residential
properties 10,049,099 99.81% 2,858 115,388 - 2,848
— BAFER — Credit card advances 494 0.00% — — — 177
— Hit — Others 19,436,459 96.49% 13,977 295,202 2,719 5,806
EEBERZETER Total loans for use in Hong Kong 125,737,575 57.69% 2,138,817 3,406,233 700,810 493,857
H5RA Trade finance 8,184,039 23.82% 50,302 82,756 33,645 25,747
EBRNIMER 2 ER Loans for use outside Hong Kong 164,384,704 23.04% 4,730,431 5,737,686 2,347,290 1,298,406
EFPENER Gross advances to customers 298,306,318 37.67% 6,919,550 9,226,675 3,081,745 1,818,010
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1. RITE¥DPE2EFERETE(B) 1. SECTORAL ANALYSIS OF GROSS
ADVANCES TO CUSTOMERS (Cont'd)

R ss R B @ MIRBERER  REFMETED

The amounts of new impairment allowances charged to the income

BSORBEERMAT : statement, and classified or impaired loans written off during the
year are shown below:
2024 2023
M ESER MR E D FE
FREAEES WEER IR ELERE RWEER
New Classified or New Classified or
impairment impaired loans impairment impaired loans
allowances written off allowances written off
BT T BT T ok ok
HK$'000 HK$'000 HK$'000 HK$'000
EERFERAZER Loans for use in Hong Kong
ITrEersE Industrial, commercial and financial
— MEERE — Property development 50,420 334,927 550,360 501,874
— MEERE — Property investment 46,929 407,843 90,914 —
— SEhE — Financial concerns 5,678 — 34,371 —
— BRELLR — Stockbrokers 21 — 93 —
— BRETEE — Wholesale and retail trade 22,430 — 15,189 6,442
— BEE — Manufacturing 3,214 10,285 7,892 18
— BHREHZE — Transport and transport
equipment 1,790 — 2,872 =
— KEES — Recreational activities — — 137 —
— BB — Information technology 4 21,830 1,492 —
— Eft — Others 587,477 21,085 166,693 —
fEA Individuals
— BEEEFHERE - LA — Loans for the purchase of flats in
WEL2EREEFERAE Home Ownership Scheme,
BEHEREBFZER Private Sector Participation
Scheme and Tenants Purchase
Scheme a1 — 9 =
— BEHEMEEMEZER — Loans for purchase of other
residential properties 3,235 — 1,373 1,845
— EARER — Credit card advances — — 130 —
— Eft — Others 10,102 7,164 3,471 603
EEBERAZERBERE Total loans for use in Hong Kong 731,341 803,134 874,996 510,782
= Trade finance 16,620 41,234 46,095 65,050
EBBUINMERZER Loans for use outside Hong Kong 844,342 2,847,343 2,342,558 1,881,742
BEEREE Gross advances to customers 1,592,303 3,691,711 3,263,649 2,457,574
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2. REBMNBEERRRFERTESL

2. LIQUIDITY COVERAGE RATIO AND NET

x STABLE FUNDING RATIO
024 FFEHEHEE
2024 quarter ended
12A31H 9H30H 6H30H 3A31H
31 December 30 September 30 June 31 March
mMEEBEE L XM FIHE Average value of liquidity coverage
ratio 212.98% 234.62% 214.18% 169.47%
0235 FEHEE
2023 quarter ended
12A31H 9H30H 6H30H 3A31H
31 December 30 September 30 June 31 March
mEEEE L =M FHE Average value of liquidity coverage
ratio 165.02% 152.70% 152.07% 155.64%

MBUBRL N FHERENZFTENGELE
BRERNABUEBELXNEMFOBRBRR
RN S ERMKRINANFEITEARIERAE -

The average value of liquidity coverage ratio is calculated based on
the arithmetic mean of the liquidity coverage ratio as at the end of
each working day in the quarter and the calculation methodology
and instructions set out in the HKMA return of liquidity position.

2024 2023
FIREE DX Net stable funding ratio

EREFREERHLE Quarter end value of net stable funding ratio

— F—FE — First quarter 128.83% 119.36%
— FFE — Second quarter 135.64% 119.71%
— E=E — Third quarter 139.64% 122.22%
— FHWEE — Fourth quarter 143.66% 123.46%

EERNIBEAS LR RN EWBEE SRR
2R ERBRIIAMLE I ERIERELE -

MBMBEL R FREE SRR NGRS ERE
B WRB(GRITE (RSN RADBAARTREE
RIETE 2 I8 2 RIARRK

Quarter end value of net stable funding ratio is calculated based on
the calculation methodology and instructions set out in the HKMA
return of stable funding position.

The liquidity coverage ratio and net stable funding ratio are
computed on the consolidated basis which comprises the positions
of the Bank and the subsidiaries specified by the HKMA in
accordance with the Banking (Liquidity) Rules.
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3. F|ITHRAMERERE

HERTRXHYFORWABRRAEZ ST TS
RAMAMEEZ 2 ERMRNVERE T Z#
BREBIRERERBRER DR o WRREFT RART
N HEPEERITER Z M B AR 2 A & B AE -

3. NON-BANK MAINLAND EXPOSURES

The analysis of non-bank Mainland exposures is based on the
categories of non-bank counterparties and the types of direct
exposures with reference to the completion instructions for the
HKMA return of Mainland activities, which includes the Mainland
exposures extended by the Bank and its banking subsidiaries.

2024
SER BEABRAN BEABRIMN
HREH BB AR BB AR
Items in the On-balance Off-balance BE R RIE
HKMA return sheet exposure sheet exposure Total exposure
BETT BETT BETT
HK$'000 HK$'000 HK$'000
RARIT  RRRFHEHE  Central government, central
B HENBRAREELE government-owned entities and
their subsidiaries and joint ventures 1 60,812,469 3,362,135 64,174,604
BT BB RE  Local governments, local government-
B ENBRAIRAELE owned entities and their
subsidiaries and joint ventures 2 43,574,173 11,091,172 54,665,345
HEIFEENE RS EMEREAZT  PRC nationals residing in Mainland or
MEE - EBARKRAE  other entities incorporated in
% Mainland and their subsidiaries and
joint ventures 3 87,926,102 36,942,284 124,868,386
TREELME—ERRBMA  Other entities of central government
B H i is not reported in item 1 above 4 6,115,689 261,866 6,377,555
TEERE L5 =18 AR Other entities of local governments
) H i iE not reported in item 2 above 5 638,909 79,816 718,725
B EINE RSAEEINEMA  PRC nationals residing outside
B HEARBANGEE Mainland or entities incorporated
outside Mainland where the credit
is granted for use in Mainland 6 15,815,374 2,334,035 18,149,409
Hi R FEHFMERBRAERE  Other counterparties where the
FHFEIRAT O 1) 30 R i A exposures are considered to be
non-bank Mainland exposures 7 2,966,892 — 2,966,892
@it Total 8 217,849,608 54,071,308 271,920,916
HRERSENEELR Total assets after provision 9 554,464,424
EEBBERANERFAEIGEE On-balance sheet exposures as
HEADL percentage of total assets 10 39.29%
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3. FRITHAMEBRAE (E) 3. NON-BANK MAINLAND EXPOSURES
(Cont'd)
2023
2ER BEABXRAN BEBREXRIMY
H}RIEH [ Bz R [ Bz R
Items in the On-balance Off-balance 48 2 b
HKMA return  sheet exposure  sheet exposure  Total exposure
BET T BET T BET T
HK$'000 HK$'000 HK$'000
HAREAT - RREFHAHE  Central government, central
B HENBRRRAELE government-owned entities and
their subsidiaries and joint ventures 1 74,456,082 3,278,877 77,734,959
WHBE - M BFEER#  Local governments, local government-
B HENBRARAELE owned entities and their
subsidiaries and joint ventures 2 49,671,433 12,888,347 62,559,780
HEIFEENE RS EMERAZT  PRC nationals residing in Mainland or
MEE - EEBARKRAE  other entities incorporated in
% Mainland and their subsidiaries and
joint ventures 3 85,158,131 36,394,686 121,552,817
TR Ll E—EFRREFFA  Other entities of central government
B E (i1 not reported in item 1 above 4 7,141,305 329,500 7,470,805
NEERE Fl 5 =18 A Other entities of local governments
) H i iE not reported in item 2 above 5 553,545 54,817 608,362
R EIZEEINE RESEINEMA  PRC nationals residing outside
g - ERRIRANEER Mainland or entities incorporated
outside Mainland where the credit
is granted for use in Mainland 6 21,863,315 2,276,761 24,140,076
HEth R SEFMERBAERS  Other counterparties where the
AFEIRAT O R0 30 R i A A exposures are considered to be
non-bank Mainland exposures 7 4,197,920 248,506 4,446,426
MEr Total 8 243,041,731 55,471,494 298,513,225
HRERESENEERS Total assets after provision 9 567,570,212
EEABRANEREEGERE On-balance sheet exposures as
HEAOL percentage of total assets 10 42.82%
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AEEEBNIEANERRBEEERR - FERE
B-mERR RBESER  RERR  FEA
b AR RARER  REEAR  BEER B
REEMRERR AEENEREERERERS
BREREENRE - EERRBRIZESETRIONKFEZ
A o

Bk EERE

ARTETSHARENERARERBRKAE
TEEREVRFMNEAREE XL  FTERRERH
REMEBEEREREERE

REEASERRERER EFETRARER
ZE® UABUNNTEFTEEKE  BEEER
AEENSERRRES BHSERERERER
KR BEREEZBEETREEERZES
BERE FEHBAAERIIEEERIEEHRE
RMEEEERBER  UHEEEBETEETE -

BETROREEHEEZEGREEREREN
BRABEZEEEL - 2 BRBETHNZEERE
ZEShBERENIT RRESFSITUNERERR
B - B ESR RE R RRERERR R EERRF o

REiEREUAERFIEN 8F  FHE B
ERREGEERR mHEAR RERR F8
Rk ERERAHRER  MXER  RBESRER
SRES R~ R R B - ST R B A0 R A R B BRR
iR REFEENRBRRE - HEESEHER -

B BIERAREERRNEZERERE M
RBEH  UHRAEEXKEZERETERER BFR
REEE -

4. RISK MANAGEMENT

The Overview

The principal types of risk inherent in the Group’s businesses are
credit risk, interest rate risk, market risk, liquidity risk, operational
risk, reputation risk, legal and compliance risk, strategic risk,
technology risk, conduct risk and climate risk. The Group’s risk
management objective is to enhance shareholder value by
maintaining risk exposures within acceptable levels.

Risk Management Structure

The Bank’s Board of Directors (the “Board”) holds the ultimate
responsibility for the Group’s overall risk management. It establishes
a sound risk culture and determines the risk management strategies
and the risk management structure.

To achieve the Group’s goals in risk management, the Board sets up
the Risk Management Committee, which comprises of Independent
Non-executive Directors, to oversee the Group’s various types of
risks, review and approve the high-level risk management policies.
Also, Credit Approval Committee is set up under the Risk
Management Committee to review or approve credit applications
and credit management related matters exceeding the Chief
Executive’s authority or as required by the policy and monitor the
credit activities of the Group.

Credit Approval Specialized Committee set up by the Chief
Executive is responsible for approving credit business within the
authorisation. Also, according to the risk management strategies
established by the Board, risk management policies and controls are
devised and reviewed regularly by relevant departments and
respective management committees set up by the Chief Executive.

The risk management units develop policies and procedures for
identifying, measuring, evaluating, monitoring, reporting and
controlling credit risk, market risk, operational risk, reputation risk,
legal and compliance risk, interest rate risk, liquidity risk, strategic
risk, technology risk, conduct risk and climate risk; set appropriate
risk limits; and continually monitor risks.

The Audit Department conducts independent reviews on the
adequacy and effectiveness of risk management policies and
controls to ensure that the Group is operating according to the
established policies, procedures and limits.
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4. ERBRERE(E)
AREREE (A

BIYMREITERAREEZNERE - BREARE
BEM RFEZINBLIM - B EIRE MR ERE
EERARREEZEGER ERBERRERX
EgE®R ZMEZEEHRESTETRNER
Bg 2ZEHARTEREE-

EX
EX
() GFEREBEZE

FERRERFIEHNY B MRMTIAN -

(i) “EBHELEBGEE
RBETRARERFEHNMBREMTIAN -

(iii) FEEREEE
MG RAREEFBHRIIEHRERMTLA °

(iv) FIEREREZ
MEREREEFBERRIBRERMFEL4A

(v) REEREE

RIERREEA T TELARBENAIESF - AR
R ARINEBE M ATERBRNAR - RIERAR
BRNEBRENSERE  RREERATRIEL
HhEHNER -

4. RISK MANAGEMENT (Cont'd)

Risk Management Structure (Cont’'d)

Independence is crucial to effective risk management. To ensure the
independence of risk management units and Audit Department, risk
management units and Chief Risk Officer report directly to the Risk
Management Committee and the Audit Department reports directly
to the Audit Committee respectively. Both committees are
specialised committees set up by the Board and all members are
directors of the Bank.

(i) Credit risk management

Details of credit risk management are set out in Note 4 to the
Financial Statements.

(ii) Liquidity risk management

Details of liquidity risk management are set out in Note 4 to the
Financial Statements.

(iii) Market risk management

Details of market risk management are set out in Note 4 to the
Financial Statements.

(iv) Interest rate risk management

Details of interest rate risk management are set out in Note 4 to
the Financial Statements.

(v) Operational risk management

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, people and system, or from external
events. The risk is inherent in every aspect of business operation
and confronted by the Group in its day-to-day operational
activities.
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4. ERERE(8)
REEEEE (8)
(v) BIERBER ()

SEERBRERRERIZBHRIBER - A
REURE-BHR REREERAREENE -AE
A BRERFEEGREFRBITEBLLBRE
B TR R S BAE - SR E R R R AR E R R
—LEREREREEABNEMIBEELREAN
BRM  EAEBERAREER ARRAKRE
EE - MBMURHEAl BFIREEENL]) RE_E
Pikk - AR EMERS —BHARERRAMR
HHETFRMHIES - EFBEEEM SR ERRAN —
L ENSRBLRERBER BTE _8HaN
EREREMT BRARABMRERRERI I
AREENRERREESB RN EMEMRHEEE
ER/BIYEITSEEERENRERRERERE -
BEBAFE=EMHE HREARERERNEN
MR R BN FEREREREZHAIX
EPIBAE B AR ER BB R TEN SRR A RIE -
WHiRHEHER -

REBENBED TNMEEDEERTHEARRA -
SEXAERARER - ARG  RERBREMN
R MigEETRMRIERRERETARTERR
A Bl BERERENEENREREZHRERAN
Bk - RFEBEERRERETRROBRIERRR
1K °

HREESRUABEMHROEBEERBEFEES
EERTE]  WHR TR MRERIE N EMETER -

4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont’'d)
(v) Operational risk management (Cont’d)

The Group has implemented the “Three Lines of Defence” for its
operational risk management. All departments and units as the first
line of defence are the first parties responsible for operational risk
management, and carry out the duties and functions of self-risk
control in the process of business operation through
self-assessment and self-enhancement. The Operational Risk and
Climate Risk Division together with certain specialist functional units
in relation to operational risk management within the Group,
including the Human Resources Department, Information and
Technology Risk Management Division, Legal and Compliance
Division, Administration Division, Finance Department (collectively
known as “specialist functional units”), are the second line of
defence. They are responsible for assessing and monitoring the
operational risk conditions in the first line of defence, and
providing them with guidance. Specialist functional units are
required to carry out their managerial duties of the second line of
defence with respect to some specific aspects of operational risk
and its related issues. Besides taking charge of operational risk
management in their own units, these units are also required to
provide other units with professional advice/training in respect of
certain operational risk categories and to lead the Group-wide
operational risk management. Audit Department is the third line of
defence which provides independent assessment to the effectiveness
and adequacy of the operational risk management framework and
is required to conduct periodic audit of the operational risk
management activities of various departments or specialist
functional units within the Group regarding their compliance and
effectiveness and to put forward recommendations for remedial
actions.

The Group adheres to the fundamental principle of proper
segregation of duties and authorisation. The Group adopts various
operational risk management tools or methodologies such as key
risk indicators, self-assessment, operational risk events reporting and
review to identify, assess, monitor and control the risks inherent in
business activities and products, as well as purchase of insurance to
mitigate unforeseeable operational risks.

Business continuity plans are established to support business
operations in the event of an emergency or disaster. Adequate
backup facilities are maintained and periodic drills are conducted.
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4. EBRERE(E)
REEEEE (8)
(v) BIERBER ()

¥ REBERERBREERRIZHIRENRERE
fRETR—IEEIZ - HE2024F12A318 * A&E
EEBRIEBIEFIERESTEL A 1,330,0007T ° &
o IBRSEERSEBE 2000000 A EER
BIEBIEENH  BRAEERZE S XK IRMEBES
HoEIRFE ERREEFA] FlmERRE
EETSHASBNMBERAEEETATLE -

(i) FEmEREE

FERBRENEAKSEXREEEAENAERSE (T
WELBE)  FIRSIBMEPERE )  KASSH

A AR F R - 58 R B R E i E R
REXHEFRD  FREEBEEZ -

ARAEEE R - AN B G FT I E RS EE R E R
BR - WBRONBENEECEERAREABRERASK
ERENEF BN NERNE - ERNEERREES
mMEBARS AR AKEEERIBNIRIERKRE
KRRA5I%  REKIHPFIERELETHERRAR
ERAIEEHEERBREFNERREAZRETRSE
DI - RERANIRE - HETERNRK - BEEBMH
B RAREHEB 2V SXHGHAKEERRE
BHEA - FEOMEAIESIZENTHETE - W R
FE R TR B 15 568

BON ARBRETEERGBESNSBRAAEE
MEERBREMN  AARERE 5 R EEER
SEHMNEEARYE - KRETEBER2E R
KEFAFSEARERERS  AEEIAIRELR
WUAEERFRABVR

4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont’'d)
(v) Operational risk management (Cont’d)

Operational losses are one indicator of the effectiveness and
robustness of the non-financial risk control environment. As of
31 December 2024, the net operational loss of the Group is
approximately HK$1,330,000. The operational risk loss event whose
net loss equal to or more than HK$200,000 falls within Basel
Committee’s event-type category “Clients, products and business
practices”. The net operational loss that disclosed above does not
cause a material impact on the Group’s financial status.

(vi) Reputation risk management

Reputation risk is the risk that negative publicity about the Group’s
business practices, whether genuine or not, will cause a potential
decline in the customer base, or lead to costly litigation or revenue
decrease. Reputation risk is inherent in other types of risk and every
aspect of business operation and covers a wide spectrum of issues.

In order to mitigate reputation risk, the Group has formulated and
duly followed its Reputation Risk Management Policy. The policy
aims to identify and prevent reputation risk proactively at an early
stage when an incident occurs. Since reputation risk is often caused
by various types of operational and strategic issues that negatively
impact the trust and perception of the Group, all departments or
functional units are required to collect, analyse, record and report
on reputation risk events and associated risk factors as part of their
daily work. When making significant decisions, implementing
business strategies and conducting business activities, all
departments or functional units are required to factor in reputation
risk, evaluate the potential market impact comprehensively, and take
appropriate preventive measures.

In addition, the Group has put in place a comprehensive framework
to continuously monitor reputation risk incidents in the financial
industry. This continuous monitoring enables the Group to
effectively manage, control and mitigate any potential adverse
impact from an incident. The Group also adopts robust disclosure
practices to keep our stakeholders informed at all times, which
helps build confidence in the Group and establish a strong public
image.
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4. ERBRERE(E)
AREREE (A
(vii) EERESRBEZ

EREREREMAATRTEL - FRIHF AR
mAgeE AR EEEFEXVBARER B HEEY
EoER - & RERERKREETEMEREN R
RA - MAREEHAEBAATELRAEETRE
HE - SIBMPBREAAEEBRBEINAR - EZRRA
REBEERRAREEIE -MBERRARES
BRERERARERE - ZRRARAREEREK
ERERARDAERBENMEKSESY HEEEETH
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(viii) 0 Bl 2 & 2
RERREANEEEERSIERE 8RB
HEBR  ARARITEREBRRMHESBEEER

P8 TRMGIER - ARAEREGIR - Bk
ERREPLRE  EtHEAKENARN BAX 8
MBS RITENRR - EE SR MEMK
HEREEER SHEKFEEIFIEREEA
BREEENAN HEEENFL -

(ix) FILEREE

B EREAR[EAR K] EEERETEXTEM
BASEERERKEEBRAORER - [EARX]
EESEL BE BEREBEANTE £
RS E  BASK  SRER (SREEMFEKS
AR REMEFEE - B ERSAE RN
KEBEEEARRE MEEREERRIEE
REDAERBHNAEKED  AEFEB THRERE
BREEEM -

4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont’'d)
(vii) Legal and compliance risk management

Legal risk refers to the risk that if any unenforceable contracts,
lawsuits or adverse judgments occur then it may disrupt or
otherwise negatively affect the operations or financial conditions of
the Group. Compliance risk refers to the risk of legal or regulatory
sanctions, financial losses or losses in reputation the Group may
suffer as a result of its failure to comply with any applicable laws
and regulations. Legal and compliance risks are managed by the
Legal and Compliance Division. All legal and compliance matters are
handled by the Legal and Compliance Division. As part of the
Group's corporate governance framework, the policy for the
management of legal and compliance risk is approved by the Risk
Management Committee as delegated by the Board.

(viii) Strategic risk management

Strategic risk refers to the risk that may cause negative impacts on
the Group’s profitability, capital, reputation and market position due
to the mishandling in the formulation, implementation, and
adjustment of strategies, policies, including macro strategies and
policies, and related plans, schemes, and systems. The Board
reviews and approves the strategic risk management policy. Key
strategic issues have to be fully evaluated and properly endorsed by
Senior Management and the Board.

(ix) Technology risk management

Technology risk refers to the risk of direct or indirect losses to the
Group caused by improper or inaccurate controls over Information
Technology (IT), which encompasses automated means of
originating, processing, storing and transferring information, and
covers recording devices, communication networks, computer
systems (including hardware and software components and data)
and other electronic devices. Information technology risks are
managed by the Information and Technology Risk Management
Division. As part of the Group’s corporate governance framework,
the policy of technology risk management is approved by the Risk
Management Committee as delegated by the Board.
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4. RISK MANAGEMENT (Cont'd)
Risk Management Structure (Cont’'d)
(x) Conduct risk management

Conduct risk refers to the risk of customer complaints or losses,
warnings or penalty issued by regulatory bodies to the Group
caused by staff non-compliance, improper selling of financial
products, violation of integrity principles, violation of code and
other conduct issues. Conduct risk is managed by Human Resources
Department and quarterly reported to the Nomination and
Remuneration Committee as delegated by the Board.

The Group regularly reviews its business strategies to cope with the
latest market situation and developments.

(xi) Climate risk

Climate risk refers to the risk posed by climate change and is
broadly classified into physical risk and transition risk. Physical risk
refers to the impacts of climate and weather-related events and
long-term progressive shifts of climate, while transition risk refers to
the financial risk related to the process of adjustment towards a
lower-carbon economy which can be prompted by, for example,
changes in climate policy, technological changes or a change in
market sentiment.

Climate risk may affect the exposures to multiple inherent risks. For
instance, climate risk drivers may lead to business disruption
affecting the repayment ability of borrowers, thereby increasing the
exposure to credit risk; a heightened reputation risk with changing
market and consumer sentiment towards more climate or
environmentally-friendly products, services and business practices.

Climate risks are managed by the Operational Risk and Climate Risk
Division. Various groups of risk takers also assume their respective
responsibilities for risk management, including The Board and its
committees, management and all related units.

The Group reviews its climate risk management strategies to cope
with the latest regulatory requirement and markets situation as well
as developments in a timely manner.
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5. BUSINESS REVIEW

In 2024, global efforts to combat inflation were nearing an end.
However, the escalation of geopolitical conflicts, the intensification
of trade protectionism, sluggish economic recovery and increasingly
fierce industry competition have become evident. Although major
economies such as Europe and the United States have entered
interest rate cutting cycle, the pace of their actions varied.
Financing costs remained high, restricting credit growth, which
pressured on the quality of the banking sector’'s assets. The
Mainland economy has experienced a moderate recovery. In the
second half of the year, following the introduction of a series of
stimulus policies, the economic growth rebounded. However, the
real estate market has not bottomed out, domestic demand
continued to be weak, and inflation were relatively subdued. The
growth rate of exports in Hong Kong has slowed since August
2024 due to external factors. Although local banks followed the
United States’ rate cuts starting in September 2024, helping to
improve the real estate market sentiment, high interest rates
continued to delay full recovery. Changes in consumer behaviour
also posed challenges to local consumption.

Despite a challenging operating environment, the Group
unswervingly promoted high-quality development and strategic
implementation, achieving hard-earned operating results: operating
income grew steadily and hit a new historical high, the business
structure continued to be optimised, operational efficiency
continued to improve, the unique characteristics of specialised
market operations have been strengthened, the new IT system was
successfully put into operation and operated smoothly, and the
Bank was awarded the “Best Domestic Bank for SMEs in the
Greater Bay Area” from EuroMoney.

Financial Review

As of the end of December 2024, the Group reported total assets
of HK$541,084 million; deposits from customers achieved
HK$394,416 million; gross advances to customers recorded
HK$268,532 million; the net operating income before impairment
allowances amounted to HK$10,721 million; the operating profit
amounted to HK$4,045 million; the profit after tax amounted to
HK$3,477 million; the return on average total equity was 4.81%;
the return on average total assets was 0.63%; the net interest
margin (NIM) was 1.55%; and the classified or impaired loan ratio
of the Group was 2.82%.
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5. BUSINESS REVIEW (Cont'd)
Business Review
Personal banking

As of the end of December 2024, net operating income before
impairment allowances in Personal Banking amounted to HK$2,518
million, increased by 2.56% year-on-year, providing strong support
for the growth of the Bank’s operating income. The Group adhered
to forge its distinctive and differentiated competitive advantages on
customers, products and channels, with accelerated transition from
a product sales-oriented business to a wealth advisory
services-oriented business, which has optimised its revenue
structure. During the year, leveraging an integrated business model,
the Group consolidated its customer segmentation strategies, and
deeply explored the demand for cross-border financial services to
increase revenue contributions from cross-border customers. The
Group has continued to improve its wealth customer base. The
customer base of NCB Wealth Management, the Group’s
mid-to-high-end personal banking brand, has reached a new level.
Private Banking has officially launched on the market. The Group
further developed its investment products, resulting in increased
commission income from investment products and life insurance. It
continued to enrich the content of non-financial services and was
committed to becoming the life stewardship of customers in the
Greater Bay Area. The Group further improved its integrated
customer service model and deepened the integration of the
Mainland, Hong Kong, online and offline channels. The functions of
digital channels such as NCB Mobile Banking, e+App and Internet
Banking continued to be upgraded. The core customers of digital
channels have been smoothly migrated to the new system,
empowering business development through digitalisation.
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5. BUSINESS REVIEW (Cont'd)
Business Review (Cont'd)
Corporate banking

Affected by factors such as insufficient effective demand, net
operating income before impairment allowances in Corporate
Banking decreased year-on-year. Faced with a challenging operating
environment, the Group focused on optimising its business structure
and enhancing its capabilities as a customers’ financial stewardship.
During the year, the proportion of the loans to target corporate
customers further increased. The amount of the syndicated loans
arranged in Hong Kong with the Group participating as a lead
manager, experienced double-digit growth, and the vyear-end
balance of offshore RMB loans to corporate customers, green loans
and loans to strategic emerging industries all significantly increased
year-on-year. The Group continuously expanded and upgraded its
various cross-border business corporation ecosystems, and leveraged
the advantages of Hong Kong’s international capital market, which
facilitated the launch of several innovative business models with
NCB characteristics. Among which, innovation project supporting
“Belt and Road” corporation and innovation project involving
cross-border business both were awarded the “Excellence in Cross
Border Financial Services Award” organised by the Chinese Financial
Association of Hong Kong.
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5. BUSINESS REVIEW (Cont'd)
Business Review (Cont'd)
Treasury

As of the end of December 2024, net operating income before
impairment allowances by Treasury amounted to HK$3,942 million,
increased by 14.72% vyear-on-year. During the year, the Group
proactively responded to market changes, focusing on product and
business innovations, providing customers with differentiated
integrated services such as one-stop solutions for cross-border
investment and financing, exchange rate and interest rate
management, and helping customers reduce financing costs and
capture market opportunities through innovative businesses such as
cross currency swap without principal exchange. The Group
continued to leverage group synergy effect and, together with
Cinda Group's branches and subsidiaries and NCB China, launched
several bond issuances, certificate of deposit issuances, cross-border
QDI US dollar wealth management and other businesses. It actively
promoted the concept of green finance, and the scale of green
bond holdings has achieved significant year-on-year growth. In the
debt capital markets, the Group strengthened its presence in niche
segments, achieving growth in both transaction volume and bonds
issuance scale compared to the prior year. The Group participated
in many market benchmark projects. Among which, the NCB USD
Tier 2 Subordinated Notes project, in which it participated as a
joint global coordinator, set several records for the issuance of
overseas Tier 2 capital instruments among comparable banks during
the same period. The Group’s business capabilities were highly
recognised by the market and were awarded the “Debt Deal of the
Year — Hong Kong” and “Green Deal of the Year — Hong Kong”
organised by the internationally renowned financial magazine Asian
Banking & Finance.
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5. BUSINESS REVIEW (Cont'd)
Business Review (Cont'd)
Mainland Business

Faced with numerous challenges such as insufficient domestic
demand, narrowing interest rate spreads, and more intensive
competition from major banks, NCB China has maintained a
relatively stable business scale and achieved substantial growth in
net profit. NCB China focused on serving social livelihood, the real
economy, and national strategies to fulfil the tasks regarding the
development of technology finance, green finance, inclusive finance,
pension finance, and digital finance. By year end, the scale of
green loans and strategic emerging industry loans significantly
increased year-on-year, the balance of inclusive loans continued to
grow, and pension financial products continued to be enriched.
NCB's technology finance won the special award of the “2023
Finance Technology Development Award” organised by the People’s
Bank of China. At the same time, NCB China is continuously
advancing its business transformation by building cross-border and
collaborative differentiated competitive advantages, while fully
resolving and disposing of key risk projects. Additionally, the bank
is constantly improving operational efficiency through intensive
operations and technology empowerment to enhance its overall
performance in a dynamic market environment.

Risk management

The Group adheres to a prudent risk management philosophy,
continuously improving its risk management framework, fully
implementing regulatory requirements and utilising the “three lines
of defence” in risk management and prevention mechanism. The
Group dynamically assessed internal and external environmental
changes, promptly adjusting risk management policies, systems and
procedures. The Group has optimised its credit approval processes,
with strict client and project entry requirements enforced. The
Group has also enhanced its post-loan monitoring and practiced a
series of risky projects screening exercises to continuously
strengthen the quality of its assets. The Group has increased the
application of fintech in risk management, improving early risk
identification, correction mechanisms, and over risk management
efficiency. Employees were well trained to maintain compliance
awareness, uphold corporate integrity and align with the corporate
culture.

Throughout the year, the Group stepped up efforts to resolve
historical high-risk exposures, actively explored diverse risk
mitigation channels and solutions, and significantly reduced the
percentage of high-risk assets, laying a solid foundation for
high-quality development.
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5. BUSINESS REVIEW (Cont'd)
Business Review (Cont'd)
Outlook

Looking ahead to 2025, the external environment is expected to
become more complex and challenging, the geopolitical tensions
will remain high, and the impact of major elections and political
turbulence worldwide will gradually unfold. Potential tariff measures
from the United States may exacerbate global trade protectionism,
increasing inflation risks and affecting the pace of interest rate cuts,
posing challenges to global economic growth. With the help of a
more proactive fiscal policy and an appropriately accommodative
monetary policy, the Mainland economy is expected to maintain a
certain level of growth, but the foundation for recovery will still
need to be further consolidated.

2025 marks the final year of the Group’s “Third Five-Year”
strategy, and serves as the foundation year of its “Fourth
Five-Year” blueprint. Facing a more challenging market environment
and intensifying industry competition, the Group will remain
confident, tackle weaknesses with the courage to reform and
innovative thinking, and address key challenges to achieve its
annual operational goals. The Group will maintain its strategic
focus, adhere to long-termism, strengthen its differentiated
competitive advantages, and elevate high-quality development to
new heights.



